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STATE OF MISSOURI

	

)
ss

CITY OF ST. LOUIS

	

)

BEFORE THE PUBLIC SERVICE COMMISSION
STATE OF MISSOURI

In the matter of the Application of Union
Electric Company for an order authorizing :
(1) certain merger transactions involving
Union Electric Company; (2) the transfer
of certain Assets, Real Estate, Leased
Property, Easements and Contractual
Agreements to Central Illinois Public
Service Company; and (3) in connection
therewith, certain other related
transactions .

Case No. EM-96-149

AFFIDAVIT OF CRAIG D. NELSON

Craig D. Nelson, being first duly sworn on his oath, states :

1 .

	

Myname is Craig D. Nelson . I work in the Citiy of Springfield, Illinois, and
I am Treasurer and Assistant Secretary of Central Illinois Public Service Company.

2 .

	

Attached hereto and made a part hereof for all purposes is my Surrebuttal
Testimony consisting of pages 1 through 6Z / , inclusive, all of which testimony has
been prepared in written form for introduction into evidence in the above-referenced
docket.

3.

	

I hereby swear and affirm that my answers contained in the attached
testimony to the questions therein propounded are true and correct.

Craig D. Nelson

Subscribed and sworn to before me this

	

/S7day of June, 1996 .

Na a

	

Purv

	

icl
PATRICIA A. NUOFFER

Notary Public-Notary Seal
STATE OF MISSOURI

St. Louis City
My Commission Expires : April 23.1998



SURREBUTTAL TESTIMONY
OF CRAIG D. NELSON

Treasurer and Assistant Secretary
Central Illinois Public Service Company

MPSC Docket No. EM-96-149

1

	

Q.

	

Please state your name and business address.

2

3

4

5

6

7

8

9

10

11

12

13

14

15

1s

17

18

19

	

current position as Treasurer, Assistant Secretary and Assistant Controller of

20 CIPSCO.

A.

	

My name is Craig D. Nelson, and my business address is 607 East

Adams Street, Springfield, Illinois 62739.

Q.

	

Bywhomare you employed and in what position?

A.

	

I am employed by Central Illinois Public Service Company as

Treasurer and Assistant Secretary .

Q.

	

Please describe your education, professional credentials and

work experience.

A.

	

I received a Bachelor of Science degree in Accounting, with

highest honors, from Southern Illinois University at Edwardsville in 1977. In

June 1984, I received a Master of Business Administration degree from Southern

Illinois University at Edwardsville. 1 am a certified public accountant in the state

of Illinois . My experience in the utility industry is as follows: In June 1979, I

accepted a position with CIPS as a tax accountant and in September of that year

I became Income Tax Supervisor . In January 1981, I was named Plant

Accounting and Taxes Supervisor. In January 1985, I was appointed Assistant

Treasurer, and in August 1989, 1 was elected to my current position as Treasurer

and Assistant Secretary of CIPS. Effective April 1, 1993, 1 was elected to my
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Q.

	

What is the purpose of your Surrebuttal Testimony?

2

	

A.

	

My Surrebuttal Testimony responds to the Rebuttal Testimony of

3

	

Messrs . Oligscchlaeger and Brubaker concerning the development of the

a

	

estimated savings to be realized from the merger of Union Electric Company and

5

	

CIPSCO, Inc.

s

	

Q.

	

How is your Surrebuttal Testimony organized?

7

	

A.

	

In order to respond to Messrs . Oligschlaeger and Brubaker in a

a

	

logical manner, I have organized this testimony into the following major sections :

s

	

1 .

	

Status of the Transition Process - This section introduces

10

	

the transition process, which among other things, has resulted in the

11

	

development of more definitive savings figures ; and will explain my role in that

12 process.

13

	

II .

	

Final Merger Savings and Related Costs - This section will

is

	

introduce the final figures on savings and costs associated with the merger.

15

	

Ill.

	

Methodology - This section will explain how the transition

1s

	

process proceeded from the initial Deloitte & Touche ("D & T") study through the

17

	

final approval of the Merger Implementation Plan, which includes the final

18

	

savings numbers.

1 s

	

IV.

	

Next Steps - This section discusses where we go from here.

20

	

V.

	

Benefit of Transferring Illinois Customers - This section

21

	

discusses one specific savings category that was discovered in the transition

22

	

process that applies to the transfer of UE's Illinois service territory and
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customers to CIPS. This information was included in my Supplemental Direct

2

	

Testimony recently filed with the Illinois Commerce Commission.

3

4

5

	

1 . Status of the Transition Process

6

7

	

Q.

	

Where are the companies in the transition process?

e

	

A.

	

The planning is now complete. On April 25, 1996 the Merger

9

	

Steering Committee, including the CEO's of the two companies, approved the

10

	

Final Merger Implementation Plan . This plan is the road map to merge and then

11

	

run the companies. The Final Implementation Plan lists the activities necessary

12

	

to complete the merger, schedules those activities and identifies the associated

13

	

transition costs . This plan represents what we will do to merge the companies

14

	

and realize the savings .

15

	

Q.

	

Please explain the planning transition process that was used

is

	

to develop the Implementation Plan and related merger savings.

17

	

A

	

The Implementation Plan process was a rigorous effort involving 20

to

	

teams and more than 400 people . The planning effort began in August, 1995

19,

	

and extended through April, 1996 - a period of about nine months. The end

20

	

products of this lengthy and comprehensive effort include (i) the detailed

21

	

Implementation Plan to integrate operations of UE and CIPS and (ii) projected

22

	

net merger savings of $686 million . .
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1

	

Q.

	

Please explain your role in this process.

2

	

A.

	

My involvement in the planning and transition effort began with the

3

	

Deloitte & Touche savings study . I was a member of the CIPS team that worked

a

	

with the UE team, Mr. Flaherty and the D & T staff to analyze and quantify

5

	

information to estimate the D & T savings amount .

s

	

On August 22, 1995, I was appointed to serve on the Transition

7

	

Management Task Force (`Steering Committee') . The Steering Committee, as

e

	

shown on Schedule 1, is co-chaired by the two CEO's (Mr. Mueller and Mr.

9

	

Greenwalt), and consists of six officers, three from CIPS and three from UE. The

1 o

	

role of the Steering Committee is to manage the entire merger transition, which

11

	

includes the development of the Implementation Plan and the identification of

12

	

merger savings .

13

	

As a Steering Committee member, I also worked with the Project

14

	

Administration group throughout the nine-month period . Members of the Project

15

	

Administration group devoted most of their time to merger work. Project

1s

	

Administration consisted of two managers, one from UE and one from CIPS, Jim

17

	

Reid of Planmetrics and four professional staff .from Planmetrics . Project

1s

	

Administration provided day-to-day assistance to the 20 teams commissioned to

ii;

	

look for solutions on how to combine operations and achieve savings. (See

20

	

Schedule 1 .) Project Administration regularly reported to the Steering

21

	

Committee on team progress . Project Administration also worked with the
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1

	

Steering Committee and the teams to facilitate the planning process and resolve

2 issues .

3

	

As Treasurer of CIPS, I served as co-chair, along with my UE counterpart,

a

	

of the Treasury Transition Team.

5

	

Finally, as Vice President of Merger Coordination for Ameren Services,

s

	

my role, among other duties, is to ensure that the merger implementation plan is

7

	

executed and completed as approved . Also, as suggested by my title, I will be

s

	

responsible for coordinating work among functions where necessary .

s

1o

	

11 . Final Merger Savings and Related Costs

11

12

	

Q.

	

Now that the Implementation Plan has been completed and

13

	

approved, what are the final savings that will result from this merger?

14

	

A.

	

Through the Merger Implementation Planning process, teams

15

	

developed very detailed plans for achieving merger savings . Over 10 years, the

1s

	

direct merger savings, net of transition costs, are projected to be $644 million-

17

	

up from the original estimate of $549 million . The teams also identified an

,1s

	

additional $42 million in savings that were 'enabled" (as defined by Mr. Flaherty

19

	

in his direct testimony) by combining best practices at both companies, bringing

20

	

total net savings to $686 million .

21

	

Q.

	

Please explain the savings in more detail.
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1

	

A.

	

Schedule 2 summarizes the 10-year merger savings identified

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17 decrease.

18 .

	

Schedule 3 shows the total Ameren headcount and planned reductions .

19

	

Page 3 of that exhibit shows the 322 reductions identified in the Implementation

20

	

Plan . This compares to the 295 reductions identified in the D &T study.

21

	

Attrition will be the primary means of reducing the workforce. In fact, good

during the planning effort . Total labor savings amount to $267.6 million . Non-

labor savings total $491 .6 million . Transition costs are $73.1 million ($21 .8

million of pre-merger transaction costs and $51 .3 million of "costs to achieve' the

savings) . This results in net merger savings equal to $686.1 million . (Page 4 of

Schedule 2 shows the year-by-year net savings.) As mentioned previously,

$42.5 million of these savings are enabled (made possible) by combining best

practices at both companies . Therefore, "created° savings (as defined by Mr.

Flaherty in his direct testimony) directly attributable to the merger equal $643.6

million .

Q.

	

You mentioned that labor savings are $267.6 million, how

many positions will be eliminated?

A.

	

The Implementation Plan will reduce the workforce of the combined

entity by 322 positions - a 3.7% reduction . In addition, UE and CIPS had other

staff reductions planned amounting to 95 positions . The total planned reduction

attributable to the merger and otherwise equals 417 positions - a 4.8%
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progress has been made to date since a hiring freeze was put in place at UE

2

	

and CIPS on September 8, 1995.

3

	

Q.

	

Aside from the 27 additional position reductions, how does

4

	

this new, 10-year savings amount differ from the Deloitte & Touche report?

5

	

A

	

As a result of the rigorous planning effort, we have reconfirmed the

s

	

original D & T savings estimates and, in fact, identified additional merger

savings . The total net savings resulting from our recent planning effort is $137

8

	

million more than the $549 million of net savings from the D & T report. The

e

	

planning process identified more savings in each major category of savings than

10

	

found in the D & T report.

11

	

Schedule 4 compares the 10-year savings identified in the recent

12

	

planning effort to the amounts previously estimated in the Deloitte & Touche

13

	

report. The exhibit compares each major category of savings and costs and

14

	

provides a reconciliation between the new amounts and the Deloitte & Touche

1s

	

amounts. Please note that labor savings increased by $71 million ; non-labor

16

	

savings increased by $98 million ; the estimate for pre-merger transaction costs

17

	

remain unchanged at $22 million; and transition costs increased by $32 million.

18

	

The effect of these differences results in the $137 million increase in net savings

19

	

mentioned above.

20

	

Q.

	

What would be the effect of the additional savings on

21

	

Company's Shared Savings Plan?
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1

	

A

	

All of the additional net savings of $137 million would be available

2

	

for customers . Based on the previous savings amount in the D & T report, $158

3

	

million of savings was available to customers (see Schedule 8 of Mr. Rainwater's

a

	

Direct Testimony). Schedule 5 recalculates the shared savings, based on the

5

	

higher savings level, and shows that $296 million in savings would be available

6

	

to customers . Please note that in calculating the $137 million increase in the

7

	

"Net Available to Customer', the following adjustments were made :

8

	

(a) Total Savings increased from $590 to $759 million .

9

	

(b) Transaction costs increased from $41 to $73 million .

do

	

(c) Merger Premium remained unchanged at $232 million .

11

	

These adjustments result in the entire net savings increase, $137 million,

12

	

being allocated to customers.

13

	

Q.

	

Why have transition costs increased by $32 million?

14

	

A

	

Just as the original D & T savings included costs to achieve those

is

	

savings, the additional savings from our recent planning effort also have

16

	

associated costs.

17

	

Q.

	

Is the Company modifying their original Shared Savings Plan

18

	

to reflect these new higher savings and transaction costs?

1s

	

A

	

No. Schedule 5 has been included for illustrative purposes only .

2o

	

The Company's proposal remains unchanged. Referring to Mr. Rainwater's

21

	

Schedule 8 in his Direct Testimony, the figures on the line entitled "Net Allocated

22

	

to Cost of Service" remain as the Company's proposed recovery. However, the
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1

	

net savings actually available to customers will increase by the total increase in

2

	

savings identified in the Implementation Plan .

3

	

As indicated above, total savings have increased from $590 to $759

a

	

million . This means that the total increase in savings of $169 million will be

5

	

available to customers .

6

7

	

Ill. Methodology

8

s

	

Q.

	

Mr. Nelson, please describe how the transition process

1o

	

proceeded from the time of the D & T study through final approval of the

11

	

Implementation Plan.

12

	

A.

	

The major steps in the process and the date each event occurred

13

	

are listed inSchedule 6. In order to describe the planning process and savings

14

	

study, I will use the Treasury Team as an example. I will explain each major

15

	

step in the process and trace an example of labor savings and non-labor savings

16

	

from initial identification in the D & T study to final inclusion in the

17

	

Implementation Plan .

18 .

	

As detailed in Schedule 6, the transition process began in late August,

1s

	

1995 with the formation of the Steering Committee followed closely thereafter

20

	

with the hiring of Planmetrics . The Project Administration group was then

21

	

formed and helped organize the team kick-off meeting.
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At the team kick-off meeting in early September, the two CEO's instructed

2

	

the 20 teams to develop plans to integrate operations of the two companies and

3

	

achieve savings of at least $590 million . A packet of information was given to

4

	

each team during the meeting. The packet ("Charter") provided the team with an

5

	

overview of the merger transition effort. (The Charter for the Treasury Team is

6

	

labeled as Schedule 7.) In addition, the Charter included team organizational

7

	

structure and identified each team's co-leaders, one from UE and one from

8

	

CIPS. Information was also provided on targeted team merger savings, as

9

	

developed in the D & T study. Background information was also included to

10

	

provide teams with an understanding of how the targets were developed .

1 1

	

For example, on page 18 of Schedule 7, the D & T headcount analysis

12

	

identified 9 merger reductions from a combined base of 35 positions in the

13

	

"Financing and Treasury/Investor Relations' area . The analysis also identified 3

14

	

reductions out of a combined base of 13 in the "Financial Planning" area .

15

	

Therefore, the Treasury Team was given a target of 12 position reductions from

1s

	

its combined workforce.

17

	

An example of non-labor savings can be found on page 31 of Schedule 7.

18

	

The D & T study assumed a 10% reduction in bank activity fees by combining

19

	

the two companies' treasury operations resulting in $30,300 per year in savings .

20

	

This, along with other items, accumulated to Treasury's 10-year, non-labor

21

	

savings target of $11 .5 million . (See page 4 of Schedule 7.)
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1

	

The Project Plan was the next step in the process. The Project Plan

2

	

completed by the Treasury Team is . included as Schedule 8. The Project Plan

3

	

identifies major business processes to be addressed by the team, UE and CIPS

a

	

departments affected, the schedule to complete the recommendation, team

5

	

membership, current projects, known obstacles, and information systems which

6

	

would be impacted by the combination .

Late in September, Planmetrics conducted training for team members on

8

	

the subject of process redesign . This helped the teams plan necessary changes

9

	

in process when combining operations of the two companies .

10

	

In early November the teams completed an important step in the process

11

	

which we called the 'As Is' reports, because they compared the existing

12

	

processes in each company. The Treasury "As Is' report is included as

13

	

Schedule 9. This report identified the processes to be examined, key business

14

	

requirements for those processes, information and other systems that

15

	

supportedienabled the process, key linkages to other processes, and the current

16

	

UE and CIPS annual labor and non-labor costs for the process. Teams also

17

	

identified any major differences in each process and why those major differences

18 exist.

19

	

The next step was development of the preliminary "Should Be'

2o

	

recommendations . In this step teams analyzed alternatives for every process,

21

	

preparing detailed labor and non-labor cost estimates for each alternative . The

22

	

teams used these cost estimates to recommend which alternatives "should be"
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implemented to meet the requirements of the merged companies . By comparing

2

	

the costs of the recommended alternatives to the "As Is" costs from the previous

3

	

step, teams also developed estimates of merger savings. Each team completed

4

	

a document that included the recommended alternatives and savings estimates .

5

	

These documents were submitted in mid-December .

e

	

Continuing with the Treasury example, Page 2 of Schedule 10 shows 18

7

	

preliminary position reductions which could be accomplished by combining the

8

	

various treasury functions and by achieving UE's January, 1997 staff reduction

s

	

goals . After further analysis, the team decreased the number of reductions from

1o

	

. 18 to 15.

11

	

Page 53 of Schedule 10 shows the reduction in banking activity fees

12

	

identified in the preliminary "Should Be' analysis . The net savings in banking

13

	

fees amount to $226,250 per year - as compared to the $30,300 identified in the

14

	

D & T study. The additional savings are primarily due to the fact that

15

	

incremental costs of processing CIPS customer payments on the UE lockbox

1s

	

system are less than the fee paid by CIPS to a bank to process the payments.

17

	

Over a three-Jay period In January, 1996 the remaining 18 teams made

18

	

oral presentations to the Steering Committee summarizing the "Should Be'

1s

	

recommendations . (Two of the original 20 teams were combined into other

20

	

teams with 18 teams remaining.} The Treasury team recommended that all the

21

	

processes within the Treasury function be combined . This resulted in 15

22

	

position reductions and total ten-year savings of $24 million .
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1

	

On January 19, 1996 the Steering Committee presented a summary of the

2

	

"Should Be's' to the CEO's for final approval and resolution of outstanding

3

	

issues . As a result of this meeting, the new corporate structure was finalized

a

	

and subsequently approved by the boards of directors-, of both companies.

5

	

On February 12, 1996, UE President Charles Mueller and CIPS President

a

	

Clifford Greenwalt announced the overall corporate organizational structure and

leadership team for Ameren Corporation . The two CEO's named the officers for

a

	

Ameren's four subsidiary corporations .

9

	

Schedule 11 shows the corporate structure and those named . Soon after

10

	

this announcement, Messrs . Mueller and Greenwalt met with Ameren's officers

11

	

and team leaders to begin the final stage of Implementation Planning . .

12

	

Based on guidance from the CEO's, the newly appointed officers became

13

	

the team leaders ; teams were reformed along functional lines ; and planning kick-

1a

	

off meetings were conducted for each team.

15

	

The effect of the above on the Treasury Team was as follows:

16

	

.

	

Mr. Jerre Birdsong, as Treasurer of Ameren Services, became the

17

	

team leader.

18

	

"

	

The Customer Accounts function was moved from the Treasury Team

19

	

to Information Services .

20

	

"

	

The Investor Relations function was consolidated within the

21

	

Controller's function .
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"

	

The CIPS Mailing Services function was included in the

2

	

Finance/Administration area of CIPS.

3

4

	

Again, the moves were made to reflect where these processes would be

5

	

performed in the merged organization .

8

	

Each officer created a detailed organization chart for his/her function and

7

	

submitted that chart to the Steering Committee for approval . Schedule 12 is the

8

	

approved Treasury chart submitted by Mr. Birdsong . Please note that the 77

9

	

positions approved on the Treasury chart are the same number of positions

10

	

included on page 1 of Ameren's headcount summary, Schedule 3. The

11

	

authorized positions on each chart are the number of positions each function

12

	

head has agreed are needed .

13

	

The final 'Should Be' reports were completed by the end of March .

14

	

These reports summarize the recommendations that are to be implemented for

15

	

the merged companies. Treasurys final 'Should Be' is marked as Schedule 13 .

1e

	

On April 19, 1996, final 10-year merger savings from the Implementation

17

	

Plan were identified . A one-page summary of those savings is included in

18

	

Schedule 14. In addition, a three-page spreadsheet from each of the teams is

1s

	

also included . These spreadsheets list the major items of savings and related

20 costs.

21

	

Pages 2 through 4 of Schedule 14 show the savings and costs for the

22

	

Treasury Team. Please note on page 2 that staffing is reduced by ="
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1

	

positions --" due to the merger and -" related to UE's staffing goals.

2

	

(There are -" reductions rather than -", because -" reductions were

3

	

transferred to other areas along with the transfer of the functions, as mentioned

a

	

above.) Also note that the -" reductions are reflected on the Treasury line of

5

	

Ameren Corporation-Projected Headcount on Schedule 3.

s

	

Page 3 of Schedule 14 lists the non-labor savings for Treasury

7

	

Operations . Included there are the final annual savings amounts for the banking

a

	

activity fees, netting to "

	

" in Year 1 . Page 4 shows one-time costs

9

	

related to this savings in Year 0 totaling "

	

".

10

	

At the end of April each team submitted an Implementation Plan report .

11

	

The planning process was completed when the Steering Committee and CEO's

12

	

approved the overall integrated Implementation Plan, which is the compilation of

13

	

the team reports. The purpose of the Plan is to list activities necessary to

14

	

complete the merger, schedule those activities, and identify the associated

15

	

transition costs . The Treasury Implementation Plan is marked as Schedule 15.

1s

	

Q.

	

Youhave described and attached to this testimony various

17

	

documents which were developed as part of the transition process. Are

1s

	

there other documents that were developed which are not attached?

19

	

A.

	

Yes, there are other workpapers and documents . For example, the

2o

	

D & T workpapers have not been attached to this testimony but have been

21

	

previously supplied to the Staff and other parties . Also, many of my exhibits
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1

	

were just from the Treasury Team; I did not include the reports and workpapers

2

	

from the other 17 teams. These documents are available for review.

3

	

Q.

	

When was this information available to the Staff and other

4

	

parties in this case?

5

	

A

	

Most of the documents have been supplied or made available for

s

	

some time . Other documents, such as the final savings summary and

Implementation Plan, were not completed and approved until late April . All

a

	

documents are now available for review .

9

10

	

IV. Next Steps

11

12

	

Q.

	

Now that the Implementation Plan is complete, what happens

13 next?

14

	

A

	

The Steering Committee will remain in place through the merger

15

	

transition. The committee will deal with policy matters, resolve issues and

1s

	

monitor the implementation of plans .

17

	

AsAmeren Services' vice president of Merger Coordination, I have been

18

	

charged with ensuring that the plans the teams developed are executed . I will

19

	

be responsible for the day-to-day coordination of the merger, working with the

20

	

Steering Committee to resolve any merger-related issues .

21

	

The above information has been communicated by the CEO's to the

22

	

officers and managers of UE and CIPS. See Schedule 16.



Surrebuttal Testimony
of Craig D. Nelson

Q.

	

Howdo you intend to monitor the implementation of the

2 plans?

3

	

A.

	

Since the planning phase is complete, an important next step in the

a

	

merger process is to develop approaches to monitor the implementation to

5

	

assure that savings are actually achieved at both the corporate and function

6 levels .

7

	

The Plans identify milestones for completion of tasks in order to achieve

s

	

the overall goals . For example, key milestones for the overall Plan are identified

s

	

in the Merger Implementation Timeline (Schedule 17) . Major implementation

10

	

milestones are identified for each team on Key Merger Implementation

11

	

Milestones (Schedule 18) .

12

	

The Steering Committee and I will monitor progress against these

13

	

milestones in at least three ways:

14

	

1 .

	

Awritten progress report will be requested from function heads

is

	

reporting on the status of major activities .

16

	

2.

	

Frequent oral discussions will take place between function heads

17

	

and myself regarding the status of activities in their areas.

1s

	

3.

	

Presentations by function heads to the Steering Committee will be

1s

	

required from time to time .

20

	

Close monitoring will ensure that the plans are executed as stated which will

21

	

then cause the savings to be realized . In addition to monitoring implementation



Surrebuttal Testimony
of Craig D . Nelson

progress, we also plan to use the budgeting process to assure that savings are

2

	

actually achieved.

3

a

	

V. LBenefit of Transferring Illinois Customers

5

s

	

Q.

	

Mr. Nelson, are you familiar with Mr. Rainwater's Rebuttal

7

	

Testimony regarding the transfer of UE's Metro East service area to CIPS? . .

s A. Yes.

9

	

Q.

	

Please summarize the Company's' position on the transfer

10 issue.

11

	

A.

	

Our reason for proposing to transfer the Metro East area to CIPS is

12

	

that it would result in a more logical and rational business structure for the

13

	

combined companies. CIPS would become Ameren's Illinois operating

to

	

company, and UE would become Ameren's Missouri operating company. Both

15

	

UE and CIPS would have only one retail regulatory jurisdiction ; whereas, without

1s

	

the transfer, UE would remain regulated in both Missouri and Illinois.

17

	

Until now, we characterized this proposed transfer primarily as a matter of

to

	

convenience. From an economic viewpoint it would reduce the companies'

19

	

operating costs by about $200,000 per year, but we agreed that is not a

20

	

significant savings . We also expressed concern about the growing potential for

21

	

conflicting regulatory requirements being imposed on UE, if it remains regulated
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1

	

in both Missouri and Illinois . However, we also agreed that those concerns have

2

	

not materialized into real conflicts at this point in time .

3

	

In pre-filed testimony in the UE/CIPSCO merger .case pending before the

a

	

Illinois Commerce Commission (Docket No. 95-0551), the Staff and the

5

	

industrial customers filed testimony objecting to the transfer for various reasons.

s

	

Our recommendation to the Illinois Commission, as filed in Surrebuttal Testiony,

7

	

had been essentially to approve the transfer if it gives greater weight to these

s "convenience" benefits than to Staffs concerns regarding the System Support

9

	

Agreement and the IIEC's concerns regarding the potential movement of Metro

10

	

East customers to a uniform CIPS rate structure . We further stated that if the

11

	

Commission gives greater weight to Staffs and IIEC's concerns, it should

12

	

approve the merger but reject the property transfer.

13

	

Q.

	

Is there additional information you have presented in Illinois

14

	

and now wish to bring to the attention of this Commission?

15

	

A

	

Yes. In completing this testimony, we found that savings due to the

16

	

property transfer are significantly greater than we previously stated . Therefore,

17

	

we now see amore substantial need to complete the property transfer as part of

18

	

the merger.

19

	

Q.

	

How much merger savings would be achieved by the property

20 transfer?

21 .

	

A.

	

As Mr. Rainwater previously testified, the transfer would save

22

	

$200,000 in regulatory expenses per year, or $2 million over a 10-year period .
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I

	

However, an additional savings of about $1 .9 million per year, or $19 million

2

	

over a 10-year period, would also be possible due to a reduction in Illinois

3

	

invested capital tax . That would make the total savings from the transfer about

a

	

$21 million, which we believe is a material amount .

5

	

Q.

	

What is the basis for the reduction in invested capital tax?

6

	

A.

	

The Illinois invested capital tax is imposed on public utilities selling

7

	

electricity or gas at retail in Illinois . (See 35 ILCS 615/2a.1 and 35 ILCS

a

	

620/2a.) The tax rate is 0.8% of invested capital, as defined in Illinois law.

9

	

CIPS' entire invested capital base is subject to tax since it operates entirely in

10

	

Illinois. Since UE operates in Missouri and Illinois, the invested capital base

11

	

must be apportioned to arrive at the Illinois base. The apportionment factor

12

	

shown on the Illinois business income tax return is used to calculate the Illinois

13

	

tax base. (See 35 ILCS 615/1 and 620/1 (ii) .) UE's tax base, as shown on its

1a

	

1995 Invested Capital Tax Return, line 8, is approximately $290 million . (See

15

	

Schedule 19.)

16

	

Assuming that UE transfers the Metro East area to CIPS, it would no

17

	

longer be an Illinois public utility subject to invested capital tax . Therefore, UE

18

	

would not file a return or pay invested capital tax of approximately $2,320,000

19

	

per year .

	

.

20

	

Again assuming the transfer of the Metro East property to CIPS, the

21

	

retained earnings of CIPS would increase by about $55 million . (See Schedule
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10 Ycar N1erjeoavings Summ ary

Tam Savings Summaries

Less Enabled Savings

Net Merger Savings

Nows:
I

	

AII sw ings in 'Ill llious 01 (101 h Is

2

	

'I'rmsilioo costs include $2 LK million of pre-merger Irmsadiou costs

Pd Vl
w o
~A t>'
m m
a

r G
N

o toro

	

Page I
N

A

Total Total Non- Total Total Net Merger
Labor Labor Merger "Transition Savings Less
Savings Savings Savings Costs Transition Costs

$267 .6 $491 .6 $759 .2 ($73 .1) $636 .1

($12 .3) ($29 .6) ($42 .5,) - ($42 .5)

$254 .3 $461 .9 - $716.7 ($73 .1) $643.6
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PROJECTED 1197 HEADCOUNT at 9130195 1995-96 PLANNEO REDUCTIO115 PROJECTED

NEADCOUNT op..
UE CIPS Positions Combined

Additi o nal UE Staffing AddNlonal Open Merger Total
LIPS BPR Goal Pre4aeryef Poalllons Redudlons (Net) I 14EAD000NT

at 1/119)

AMERENSERVICES Target

Team

orgChaea

SPRdleave

Posllleea

FINANCIAL a CORPORATE SERVICES IT.bl1 IW-W-1w,

ConINllei s

71 erual Audd

93

21

51
7

3 147

241
13)_ 13) (23)

16 )

(291

161

118

22

110

22

9

6
1a . IS B 23 (41 - (4) 19 19 0
1 , easuly 74 12 66 141 151 (9) 77 - 77 7
Engmeemlg S Conslmction 173 27 I 201 (2) 11) ( 17) (20) at lei 10
Gnimml Caunscl _ ]4 .1 37 _ 2 0 2 39 39 4

Seadary~ 12 A 1116 _ 121

r
RI 14 11 2

Other 2 0 . 2 0 2 2 0

iolal Fln 8 Corp 5ervle4s 111 112 1 510 ~- p1 _O(41 1571 1661 172 172 ]/

MERGER COORDINATION 0 1 1 0 0_ '1 1

CORPORATE PLANNING 25 13 6 44 16) (0) 1121 J2 32 7

ENERGY SUPPLY SERVICES

Supply Services 470 110 1 501 IJI_ 111 (35) - 1391 542 542 3 3
Energy SupdY all 26 7 73 111 (7) (24) 132) 41 41 0
Fuel Purchasino 8 8 16 1 (3) 12) 14 14 4
EnVepnmenlalSemceb 34 12 46 (1) (6) (71 39 39 3
Gas Suppy 6 Operallons Support i6 47 63 (5) (5) 58 5a 27
Other 1 D 1 0 1 1 0

Total Energy Supply Servlns 369 20] 8 760 0 111 0 (8) (731 (85) 693 693 67

HUMAN RESOURCES 70 15 4 89 (2) (dl oil till T2 72 )
A

INDUSTRIAL RELATIONS 11 ] 11 _ 0 0 11 11 ) .

CUSTOMER SERVICES

CaparateCommumcations

Cusl Servi ces .Oly Support T&O

Cu_sl Sensces- On, Support ICUs Ss)

-15

531

150

It

15

46

3

26
549

196

(2)
3

9
(3)

191
( 10)

(25)

(10)
(101

(16)__

16
539

180

16
539

180

1

8

19
CagCenlers

Inlormatton Services

Marketing

165
300

. 33

76

129

17

6

241

515

50

_(12)

(13)

13
( 6)

(28)
(62)

0

( 40)

1811

I3

701

434_
63

701

43

63

65

15

10
Economic Development 3 10 13 0 0 13 13 2
Other I 0 1 0 - D

Total Customer Service . 1,278 304 9 1,591' 0 121 0 (91 (1331 (1441 1,447 1,417 116

TOTAL AMERtN SERVICES 2,)77 651 )1 ],059 i a (15) a (311 12801 (3261 7,7)) 7,133 2 36
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PROJECTED 1/97
HEADCOUNT

UE

HEADCOUNTa19130195

Open
CIPS Positions Combined

Additional
CIPS BPR

1995-96 PLANNED REDUCTIONS
UESt.Mng Additional Open Merger

00 .1 PwMe rger Positions Reductions
Total
INN)

PROJECTED

NEADCOUNT
al l/1/97

UNION ELECTRIC
Team

Target 0rgChans

Spite Map.

Point...

POWEROPERANONS fy.I.R Ie~nTOU9

Lah0Aieflanl All 414 _- _ 414 40,
Sioue Plant 226 226 0 276 727

- Rush Island Plant 209 209 0 209 210
Meran,eu Plant 236 236 0 236 279
Vcnn:e Plant 83 83 0 83 83
Keokuk Plant 56 56 0 56 53
Osage Plant 77 77 0 11 33lav.
l~~m Sua4P1ard 8 8 D 8 9
Power Plant Mlce 6 Ellgf 167 167 1G1 I6) 161 167
PetsormelSafety 8 Training 25 25 O 25 77
IaWhalwyServlces

DIM/

37

2

37

2
RI-
(
71

0
12)

( 7)

31

-1-
71

Total UE Powef Operations 1,192 0 0 1,492 0 1151 0 0 0 (151 --7.-47-7T1',177 p

CUSTOMER SERVICES

Cuflonmf Sefvlces- MrhoWlllan ItA 711 I7) (<)
1

171 707 707
- Customer Seryses-Regunal 787 781 (171 T_ 071 766 766

Total Cnslumer Services 1,197 0 0 1,497 O 1201 111 0 0 (241 1,IT3 7.477 0

NUCLEAR OPERA rIONS

Total Nuclear Operations 062 862 19) 131 021 950 650 D

Udde.IlfledPfaMerpergeducflonA Ifl7 001 071 121)

TOTAL UNION ELECTRIC 3,951 D 0 3,051 0 1551 1171 0 0 (12) I 3,779 7,600 0
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PROJECTED 1197
HEAOCOUNT

HEAD OUNT .19130195

Open
UE CIPS Positions Comblned

1995-96 PLANNED REDUCTIONS
Addlllonal UE Stemnq Additional Open Merger 701.1
DIPS BPR coal Pr"erge r Pa s l llens Reductions IN'I)

I PROJECTED

HEAOCOUNT
.1111/97

CENTRAL ILLINOIS PUBLIC
'
SERVICE ' Tfrq<I

Team

Ore Charh

SPOdMelle

P*,Nlons

POWER OPERATIONS Ileu4 Imcl n 1 .M1

Coffeen rower slahoe 0 0 0
Nrwlon I', "+er Sla6on 0 0 0
MeteJoara pip-et Station 0 0 0
IfulsoraWle Power Elation 0 0 0
Grand lower Power Slallm 0 _ q U --
rower Operations Supwd Semces 0 PI (3) p) 26
Other 660 660 (2) 171 la) 656 653

Total CIPS Power Operation . 0 660 0 660 (2) 0 0 0 (S) (7) 151 053 20

REGION OPERATIONS eel 007 (f0) 4 (6) eel eel 20

RE910MOPERATIC)NS 0 0 0

FINANCE AADMINISTRATION 31 21- P) P) 11 11 le

UPS OMER 13 13 (3) 13) 10 10 . 7

TOTAL CIPS 0 1,761 0 1,761 512) 0 4 0 (11) (19) 1,762 1,762 73

AMEREN (OTHERI

Officers 2 2 _ 0 0 7 2
CIPSCO Inve4menl co 2 1 0 2 2 2'

Total Ameren (Other) 2 2 0 4 0 0 0 0 0 0 4 4

TOTAL AMEREN CORP. 6,230 2,436 31 8,695 (12) p0) (13) (31) (2911 (417) e,271 1,209 311





Analysis of Difference Between 4/19/96 Final Savings Report

Reported 4/19196

	

5267

	

$492

	

(S22)

	

(S51)

	

5686
D & T Study

	

196

	

394

	

(22)

	

L1-91 549

and D & T Report
(millions of dollars)

Pre-Merger

	

Total
Labor

	

Non-Labor Transaction Transition

	

- Net
Savings Savings Costs Costs Savings

Schedule 4
Page 1 of

Difference $71

Analysis of Difference :

$98 so

Final

S(32)

D & T

5137

Difference
Labor Savings:
Final reduction of 322 vs . 295 and higher
ratelemployee 5267 5196 S71

Non-Labor Savings:
Corporate and administrative programs 5235 $204 531
Purchasing economies 84 69 15

._0.

Gas production 37 37 0
Additional operations savings 35 0 35

Total Non-Labor Savings Difference 5492 5394 598

Total Gross Savings $759 5590 $169

Transaction Costs ($22) (522) $0

Transition Costs :
Staffing related costs (59) - (53) ($6)
Systems consolidationslielecommunications (33) (12) (21)
Facilities integration (1) (1) 0
Communications (Internal & external) (1) (1) 0
Retraining and othertransition costs u7 0 L51

Total transition costs SLR 19 (S32)

Total Difference 686 5549 5137





UNION ELECTRIC I CIPSCO MERGER
Shared Savings Plan

($000)

(1) % of Net Merger Savings (Original estimate as filed per Exhibit GLF:-6) .

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10
10-Year
Total

Summary of Net Savings

Total Merger Savings (Final) $39,766 $56,519 $67,067 $72965 $73,270 $75,477 $82,921 $91,673 $95,503 $103,988 $759,149

Transaction Costs 3,827 5,439 6,455 7.022 7,052 7,264 7,980 8,823 9,191 10,008 73,061

Merger Premium 12156 17 .277 20,501 22.304 223397 23.072 25347 28022 29.193 31 .787 232.056

Total Merger Investment 15,983 22,716 26,956 29.326 29,449 30,336 33,327 36,845 38,384 41,795 305,117

Net Merger Savings )XIM 11,,'),803 $40.111 141M 343.821 ;45.141 59 ~5 ,8_,_8 $57,119 $62.193 $454,032

Summary of Shared Savings Plan

Total Merger Investment $15,983 $22,716 $26,956 $29.326 $29,449 ,$30,336 $33,327 $36,845 $38,384 $41,795 $305,117

Yr of Net Merger Savings( l) 10271 10.819 12.549 14 .199 16218 16296 17.004 18 .86 3 20.42 9 21839 158 .487

Net Allocation S26,U 133,535 $39.505 HIM $45,667 U6.639 50 D1 155,708 158.81 63 $463,604
to Cost of Service

Net Available to Customer . UJUJ 122.984 127.562 $29.4,40 603 $28.845 W1-J590 135.965 S36.69 0 $40.354 1295,545

NOTES :





1 12-20-95
12-22-95
1-9-96 to
1-11-96

Merger Transition Process

Teams submitted written preliminary "Should Be" recommendations [Teams were
asked to analyze different alternatives for each process and recommend which
alternative should be implemented to meet the requirements of the merged companies .
The teams then developed estimates of the savings that would result from the
recommended alternatives :]
Special shareholder meetings held - shareholders approved merger agreement
Joint application for merger filed with FERC

j Merger teams .made presentations on "Should Be" recommendations to Steering
Committee

1-19-96

	

! Steeri ng Committeepresented summary of "Should Be's" to CEO's

Schedule 6
Page 1 of 2

Date s . Event-
B-8-95 Deloitte & Touche savings stud finalized
8-11-95 CIPS and UE signed merger agreement
B-14-95 Proposed merger announced to public
8-22-95 Transition Management Task Force ("Steering Committee" formed
8-28-95 Planmetrics proposes process for the transition and is engaged to assist in Transition

Process <
9-1-95 Project Administration group formed
9-8-95 Team kick-off meeting :

" Twenty Transition Teams formed
" Charters given to Teams [Charters were developed to provide teams with an

overview of the merger transition effort, including the team organizational structure
and identification of team leaders . Information was also provided on team targeted
merger savings, as developed in the D&T study. Background information was
included to provide teams with information on how the targets were developed.]

" Project timeline and plan overview presented, teams asked to develop preliminary
plan of approach .

" Overall goal was to develop plans to integrate operations of two companies by
March, 1996 and achieve savings of at least 5590 million

9-15-95 Project Plan completed by Teams Teams identified : major business processes related
to their functional area ; UE and CIPS departments affected ; the schedule to complete
their recommendation; team membership; current projects underway; known obstacles ;
and informations systems which would be im":acted b the combination .

9-25-95 Transition team training conducted - process redesign
10-16-95 Ameren Cor?oration name announced
11-7-95 " CIPS and UE file application for approval of merger with ICC

" UE ap lication submitted to MPSC
11-7-95 As Is" reports completed by teams [Teams identified the processes to be examined,

key business requirements for those processes, information and other systems that
supported/enabled the process, key linkages to other processes, and the current UE
and CIPS annual labor and non-labor costs for the process . Teams also identified any
major differences in each process and why those maor differences_ exist.]



Filename MERGPROC
5/10/56

2

Schedule 6
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2-12-96 Ameren Corporation organization announced -- including names of officers
2-15-96 "Kick-off' meeting for Ameren officers and team leaders to begin Implementation

Planning
2-20-96 Implementation planning :

" New teams formed - by functional area
Implementation planning team "Kick-offs" conducted

" Implementation plan development initiated
3-28-96 . Steering Committee approved merger-related personnel policies :

a) Staffing Selection Process
b) Placement Pool
c) Relocation
d) Compensation and Benefits

" Or#anization charts for Ameren Services, CIPS and UE a""roved
3-29-96 Final "Should Be" reports completed [These reports summarize the recommendations

that are to be implemented for the merged com anies .
4-15-96 to
6-15-96 Interview and hiring process for Ameren Services positions
4-19-96 Merger savings from implementation Plans identified $686 million
4-22-96 Teams submitted final written Implementation Plans [The purpose of these reports is to '

develop the list of activities necessary to complete the mergers, the schedule for those
activities, and the associated transition costs .

4-25-96 Integrated Implementation Plan finalized
4-25-96 to
5-1-99 Execute and com "#~is Iis r" s-=r +c "~lementation Plan
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Major Ijusiucss Processes

Trco s,~ ~~ ..-~ i
J

rpl P G~ ~~/~; ~.~

_rllajnr 1lrr .siness Nocesses

" Financial Analysis/Special

UG 1)e mrlntems"

"frcas/FP& I

CI1'S Departments*

Trcas/FA
Sludics

" I)encfl Plan Invcslnlcnls 'trcaslIT&.I Trcas/FA

treasury Operations 1'renrl'rm Op Treas/Trcas Op

" Invcslor Rclalions/It'lling Corporale Conununications 'rrcas/l R
Agency Presculalious/
Animal Rcporl

" Slock "transfer/Paying Agenl Ti'cas/IIIV Svcs 'fleas/I R
Dividend Itcinvcslnlcnt

" Sl .; C Compliance, Mlgc Corporale "iccrclaty'ss 'I rcas/I R
Indenlurc, I'lil, Linv's

I~inancings/ Di4crsilicalion Treasurer Ti cas/I : A
Financial Analysis

" Actin of SGRP and Excess Treasurer/FIv Svcs "I'rcasurer
Ploos, Rabbi Trusl, Slock

Options



"

	

Colpolalc Resolutions/

	

Collimate Scclclaly's
Annual Mccling/l'roxy

aid(ll'SdrjarrInrerrls sfhmop, r i 'ynrnmbililirctfrr . !benra " rl.

'Ilca,sulel/Assl Co/ll .5eciclnry



Key ISSIICS/QIICS(ioI1S

.

	

I IUw will Iltc targeted cost savings/IIcadcct :nl reductions be ;tclticved7

I low will common processes be designed (Combined or separate)?

What will be the impact of using one set of apificalion systems be to (lie process'?

Should l)eneft Plans be combined? Shotad Administration of investmcnl managers, IIIISICes,
recottlkccpers, and consultants be combircd (regardless of whether plans arc combine(i)'? If so, in
Springfield or St . Louis?

Should combined stock transfer/paying ah:ncy be oulsourccd or remain al I lulling Company
hcadquarlcrs'?

Should CIPS lock-box operations continue. to be oulsourccd or combined with UI

	

at G013 in SI .
Louis'?

I low do we coordinate wills UI:'s Sccrchory's Dept and Corporals Conununicalions to achieve
cross-dept savings? blow will Ills cotttinu~ng CIPS Corporals Secretary's work be performed?

Flow do we coordinate short-term borrowing/investing among operating companies? Arc lines of
crcclil & CI' by holding company or opcrving companies? What total borrowing capacity is
needed? Wltcre will personnel be located?

What me the rcsulling reporting relationships?

Issues ;

F



M .1jor Nvoll 'I"ISICS/sciledtfle

Sq)iensbor Odo& 1.1

5

t6s , iber

1 2 4

DecemLter
Mck

- fl-2 1-31-4
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I'Veck

- 1 F21-3 -4

I-efirwirr
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- I-F2-r-31-4

El 0r

-
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im%'cckk

TI -21-3T41T
I C'1111 Of icillatioll
Analyze Existing Plocesses x x A

Develop "Should Dc" ProcessesProcesses 'N x ~ x x

il icsuti t l(ccontmoided llroccsses
I) e v u lop Functional Organization x x

I~ ~i(~ ~~ :'i
~

~
~I~

.{ iit
;1

f ,i . ; i



'I'cnlll Membership

Ca re Team -_ ° Ul i;

lirnm /.cvrr/era: Jcrre Bit (Isong Craig Nelson

'l'rxon AIember.c:' Valy I Icgcr - Mary .Fllcn Brown -
IriVCSl01 Services "I"rcasury Ollcralions
loll l1Ol1lngswooll - Pal 13111 its -
' rC;Istlly Operations Financial Analysis

)1111 (ioll, - Illvcslol
Itchllions/ Svcs

+,arlin Scanlrul -
Investor Relations
Jerly walers - Coll)
Secretary's



Current Projects/Initiatives

Asscl allocation sltnly of CIPS. Ilcnsion ftmci

New Iniaging Syslcol IM UUS Treasury Opcl:nlions rclail lock box . Implcn)enlalion scllclhlled for
Novcinbcr, 1995 .

Inslallalion of Verifone illachincs for LIPS . cnlolc paynlen(s

L:sl ;ll)lisluucul of Capilal Funding Couullillcc at U13

fimliug new Irlls(cc for CIPS indctllure and cnvilonmcutal bonds

13s(;lblishmcn( of book cnlly syslcln for UI? stock

I :sl ;Il)IIshmcnI of funding of Uli's VI313A

I )iIecl debit and other new (;uslonlcr 1)8ylllt :l)( prol;rallts at U I: A, CII'S

Almlysis of feasibility of Financial Llcclronic Win Interchange al U13 & CII's

New PC 1 ;1scr primer in 'Treasury Op to print various U13 checks from bl,ulk stock will) full
Icconcilialion and positive pay I'calurcs From file bank

Stock option adnlillistr;ltiou al UC- SOIlw111C and procedures

13valualion of enllanced dividend reinvestment &, stock PUICIMSC 1)lan for 013 stock

Consolidation of dividend bank accounts al UL

IZcVI5111g DItI'ills 5IaICI11CIII/pl'ocesslng (ill oligh hllaglng sys(clll aI UI?



We have all cady found mistakes in Dcloilic Sc Touelie's calculalicms which led to unreasonably high
cspccl ;ilioiis of savings and licadcoonl rcil .Iclions allecaled fo Ihe'I'reasary Team . Will have to lake
[lie link to crnrccl all mistakes and couvince'I'ransilion Team that Nvc will rcconiinend file right
Iliing lin boll] companies despile Dcloille .R: Touche's calculalions .

Known Problems/Obstacles



Current 111fol - 111,16oll Systems

"

	

Cnslomcr Inlorinalioll

i\cconnis Payable

Lockbo.s

I :cl Wirc, ACI I

Vcrifonc

C:uuuncrcial l'apcr

Stock 'fransfcr

Dividcnc1/In1crcsl Payments

Payroll

'Pleas Op/Cnslomcr Accts/
Cnslomcr S.;rvicc

Accounts I o yahlc

Trcas Op/I .' :mc'I'cc

Ticas Op (I::oalnlcn's,
Mcrcaulilc, ]--its[ Chicago)

none

Ticas Op (First Chicago,
1,clunan Brothers)

CSII

UG ,';cWrrlinenls~; . : ~.

Inv Scrvic%:s

Inv Svcs, (3cncral Accounting

Trcas Op

'frcas OI)

Ticas Op/POA fen- Iclail
Iloalmcn's for wholcs;llc
Ticas OII (First Chicago)

Trcas Oh

C'll':YU6urrlrrrerrts

'liens Op (First Chicago)

DST & Ill . Stock I'Iansfer

Trcas Op

'Picas Op
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MEHGEH UPDATE
P O R T H 8 8 M P L O Y 8 8 5 O P U 8 A H O C I P 5

Vol. 2 No. 2

	

February 12, 1996

AMEREN CORPORATION ORGANIZATION ANNOUNCED

Chuck Mueller and Cliff Greenwalt today announced the overall corporate organizational
structure and the leadership team forAmeren Corporation . (See Organization Chart on
Page 2.)

Ameren Services is a new company being formed to deliver support to the operating
companies : Union Electric and Central Illinois Public Service .

Mueller and Greenwalt stressed that, "The operating companies will continue to be the
primary focus of Ameren Corporation . UE and CIPS will have full accountability to ensure
that customer needs are met. We established the service organization to support the
operating companies. This structure wi!I provide both synergies and savings by avoiding
duplication of staff support."

The Union Electric organization changes are effective February 16. CIPS organization
changes are scheduled to be implemented no later than the effective date of the merger.
Although Ameren Corporation won't be fully operational until the merger is completed, work
on the next phase of the merger will begin immediately by those in the leadership positions
announcedtoday.

A meeting has been scheduled for February 15 with UE and CIPS officers and team
leaders to begin this process.
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AMCRLN SERVICES CORP.
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'I'rcasury-I)cscl - ipliunlRafionale

'treasury Administration
Shourd Br I)r.srription :
Consolidate administrative and managerial lunctions .

Mailing Services
Antthl lie! l)ecscrilrhnn:
Combine all nmiling ofcustonmr bills at one location . UL:(or service company) would be responsible for mailing all Missouri and Illinois
bills, and for all relalecl mailing activities for the St . Louis 10W011. CIPS wmdd continue to provide a mail distribtainn center for the
CIPS building .

Nurionale :
Savings acldcvccl by elindnalion of cluplicrltc lunctions .

Rationale:
The two companies' mailing services to customers can be combined whlmut impacting service . There will be savings through elimination
of duplicate cll2nl .

	

,

Customer Billing
Should Be /)escrilrliort :
Cenralize billing and related activities in a single depmrtment .

Rationale:
The two companies' billing services can be combined wilhoul impacting smIce, 1fhcm will be savings IInmugh clln1tnalion of duplicnle
cl - brt

Ilcnclil Plan Investments
.Shrralrl Be Ue.ccrilrtion :
Centralize to one group to monitor and administer investments Rlr all companies under Alucren .

Ratiornulc :
'I here will not be a need for two groups to perform these fulctions even if plans remain separate km the two operating companies .

	

Labor
and non-labor savings will be achieved through eliminating dupl-cate eflott .



'Ilea 5111 - 1'--Descripfioll / IZaIlo1111Ie (continued)

Financial Analysis/Special Sludics
Rhuulrl Ile Description :
Work gnmp in St . Louis to provide financial analysis assistance to all Arneren-related companies . ltrork group is to nuunlain aad update
'IiVAI-lJA-ffi' program anti review all "EVALUATE" studies

	

1Vork group is to have irspoasiblily AK nuclear decurrunissioning Wing
aualyscs, cost of capital studies, anti capital budgeting .

	

-

11arimutle.
I'rovitlcs cost ellcclive ineduul of maintaining significato involvement of finance in capital espernlilures and other finance related
decisions

	

Provides centralized control of financial function awl achieves savings through synergies of confining the current functions .

Invcslor Relations
.flrnulrl Be Descriprinn :
Combine LIE and LIPS investor relations fmlctions .

Rationale :
Two lomclions will not be required . Savings achieved duough reduction ofduplicmc functions .

loveslor Records and Services
I

	

" rc.r.i rtion :c 1r' mfr1 l1r
l1LL

. .
"

	

IInvestor Services department will be responsible for all transfer agent, r

	

ent anti interest disbursement, dividend reinvestment
adnunistralion and other record keeping functions as necessary lox Arneren common stock, Uli and CIPS preferred stock and first
mortgage bonds . CIPS bond trustee Rmlcdons to be transferred to i3oatanan's vust (Ilrst inortgage) and Klerrunilc fins( (pollution
comrol).

Rrdimuale:
Reduclimm will be achieved through clllcienl rise of personnel ;in([ climinafion of norrlabor costs associated with maintaining separate

Ibnclions
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llcasuly Operations
Sh( uhl He

	

c' !

	

c1'.s cri1r(inn :r
('onilrine"

	

r .onilrine all cash management activities al one company . Cash balances, sl wu 1l-Icnn investments and short lean borrowings would be
managed on a consolidated basis and accounted for using inter-company payables in(] receivables . Close the CII'S general ollice cashier's
window. Uli would be responsible for : lock box operations, banking relationslups, checking accounts, cash concentration, daily banking,
short-term borrowing/investing, CDI/FGDI, and cash management related financial analysis . CIPS would be responsible for lockbox
exceplions for CII'S customers, direct debit for all customers, and all customer payments processed by outside collectors and at local
ollices

Kulirrnnlc':
Consolidation will result in improved investmenilborrowing rates for larger programs, reduction in credit line commitment fees, reduction
in bank activity fees, improved customer service, and reduction in headcotmt by eliminating duplicate ef oit,

TI'ensury-Key Assum ptions

"

	

UI. CIS will be used by (lie merged company .

one common stock will be traded .

UG financial systems will be utilized .

Casll Management
allowing arranarrangement.-

	

Regulatory approvals are obtained allowm5 a pooling

	

S
-

	

A borrowing/investing pooling arrangement between UH and CII'S will be maintained . The arrangement will inclu(Ic the allowed
investing/borrowing interest rate between [lie companies .

-

	

Accounting will track gross borrowing/investing positions of all companies in the pooling arrangement .

- Credit quality of companies remains comparable .
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Treasur3 , --Orgattizatiorl Considerations

"

	

Ticasury to he a ccutralized orgruhation with some geographic dispersion .

"

	

Treasury billing; recommendations include centralization of billing activities now being perforned by Fuel and Plant Accounting al CIPS
and Inliumalion JerviCC5 at UI? .

'I'rc ;tsury--ImldenlenlaNull Issues

"

	

Require CIS enhancements for multiple page billing, direct debit, and payslalions .

"

	

Total hcadcounl in Springfield General Ol1ice will determine slall'requircmcnls for Springfield mail room .

"

	

Cain the service organization :

_

	

Acl as a Transfer agent for Amcrcn?

-

	

Act as a Imying agent for CIPSA bonds?

-

	

Keep records and mnI:c distributions for CIPS's ESOP?

n
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Itnplemenlalion I'Iaiming
Team : Treasury

Page 1 ol'3 -MP312FALS Investor Services

AdkN " Start Date E101 bate
TYaailtloa :'

; Co,tsi S

~'flinSlilan Cast :

Di seelpQan Ddlrereble

Company Resources
Required (Exlernq

De "p .,. Dependencies . .
Sded Excllan ge Agent 2/26/96 6130190
I )ceclo p Request

lot
pfolloml Request for Proposal

I )Clerollne List of eligible agents LIST

Vendor I'resenta11U1B;/ Discussions

F..%'11111aw oC, mnSQ1 1 .Valualion Matrix
C1nlt :lcl Rercrence,
Vendor Site VIslls, if necessary
Negotiate/execulc Contract Contract for Exchange Agent

Services

1ST Dam Conversion 6/IP)6 12131 SNK,0000' SSI Consulutnls IS
Dccclop Islr ;onclcrslslandards 1M

CSSII
-- Stmultuds for conversion

Ma CIItS data to CSSII Gap analysis

Develop conversion sales
- -

Cotiy0r51(nl specifications
De%'clop conversion )tan Conversion tans

Deeclo chard copy Iransler Ian Ilard-eo 1 transfer plans

Write conversion program' Conversion pro grams

'I'cst/vcrifv conversion Completed 1051

Delcromle handling of CIPS IiSUI' Plan

Ccrtificateexchange process 7)1/96 12/31/96 'included
above

SSIConstilimis is -

Del. clot) Ixdicy nrmual/letters for
Indian e Agent
Dcvclo p Letter (if 'Iransiniltal Letter ofTransmittal

Develop Automated InlerGee
between Anicren and Agent

eSaes S cifications

flan
Write Programs
T "cst/verifr inicrloce

Plan
pro rains
Completed test

- .

Atnercn Common Certificates
Desi n
Ilid with Vendors _

6/1/96 9/l/96
S LD0000 besi ifPrinlin

. "_.

New Certificate Dcsign I
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-MIi112P.XLS Investor Scniccs

Company Renounces
TtdKIIIl0t1 . Ttonsltltsn eml " Required (Eitteinal

Activity, -' Start Date End bate ' Corns 5 :` D-Herl ilnn :~ bollvereGitii to Dept.y . Dependencies
Ihnn 9/1/96 12/11/96
LIPS Preferred Cerfifrcatcr S Ib,000 Rc-silver c .sislin g ecru
Make necessary changes Ibf new 9/1/96 12/11/96 Ccnificales capable ol'being

uunsfes I,gcnt issued by Alneren Senices

Imiscry al I)hysical C'll' .ti plelirred
cells In Amerco Sea'

blisccilancous issues 9/1/96 12/11/96

Si manors tin Arneren/CIlYCIPS . -

Think Accounts for each payable
sceuritNICIPS fractional shares
Hond mcordkccping/pa.ving agent- .

CII :S
Alncrcn Senices Icttethead/ S50,00f) set One-line Ibims redesign for

envelopes/checks ere . up charge F Ameren . On-going
S16,000 increase in volume Juc (o
annual incr in CH'S slockhOders
usage

Ameren Senices as Translir Agent -

Hoard IicsulutiorJNnlify proper

authnrifcs (SI CMYSF) and
dex)silodes I)rcn'Irilade))

outstanding Funds Itcix)rl & Trunsler

Ameren Dicldend Reins eslment Pion 5/1/96 12/11/96

Work ailll outside Counsel/ Design S 50,000 Outside Legal Counsel Plan Design Legal

Plan
Develop Plan Description/ Prospect"% Plan Prospectus . '

Register Plan oith SEC Registration Secrelan's . Legal

Set up escrow acct rot stockholder Escrow Account

I"undc
Dcveiop/print fonns (prospectus, 24,000 Pruslxclu : for 160,(100 DR Materials for Alncrcn Plan

enrollmcnl, slalemcnl, etc. holders

I receloa n,11-ovi plan - flan
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-Nili312F.RI.S Inecstor Sct%iccs

Acllrllv,'. . . t Start Date . End Date
'franOtlon

:.. Costa S ` .
1Prhasllldh Cost
D&cd Ilon -~- Doliverahles

Company Resotirce+
Required Plernal

Dept. to
Set-u dlcsl in CSSII

Vuicc Iteepunse Syslenl 911/96 12111/96 VRU which sul+lwrts merger
requirements

IS

I{c :dualc collancrmcnls to sup1s,rt
Incl gcr locessin " _
Write/record scripts QI000 Please I fold I'runtoliuns/

voice Talent

Make u ., grluunin " clulo "es
Im dc,uent

Implementation I/I/97 12/31/97 IS

Cuoeert is I life to CSSII fonuat
Stock Split Ill : Common to Anlcrcn

Common 1 :1
Stuck Split CO'SCU Common to
Amoco Common 1 :1 .03
Send files to J .,xchange Agent
Produce/Mail Letters ofTranslnilial

include ,rus )amts

41 .600 Mailing costs

13c in transfers for Amcrcn Co
I'crfonn certificate exchange

(Exchange Agent)
Itccei% ,c dally trallslvlsslmls from

11Schan gc Agent

1,000,000 E8change Agent fees

-
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-MH3 f 2F.XI .S Ccccutivc Pa%Toll

Actlvlt Startnate findnate
Trawoot,

' Costs 5 '
'664, (160 Cost
Dcicrl»Ifnn . Dollverablds

Company Resources

tone 1. De entierirles

Evaluate use of 1'copItSuft IIfJPR
svxletu for Amcrcn Corp.

)115196 4/1/96

Develop interim rnlutiun for use or
raiding IIE �nd CIPS payroll
svdcim including RTIS, glrly &
unounl rcpil; until new IIIUPR is
implemented

)/25/96 4/1/97 -

Identify "have-lo-haves" by I'uvroll
Dc vtrtmcnls
b+xxmncnl necessary changes to

programsand orxraling procedures

Design checkVJircct deposit forms 10,000 Net, checks /direct depsrsil
liinns

Determine bank account funding
-'fcsVverill prnpmnuningchanges

- . .-Im dcntentution

Implement Penpfesoft ItIUPR system
for nil Amercn Corp employees

4/1/96 1011/97 .

Prefect Start-U )ISYstcm Irainin
Sdu i Control Tables
livnlualc rcquinJ cuslorttizaliun for

I'li --
Develop data conversion

A strove Jclail Jcsi n s "cs

'fcsUnppruve conversion A
cusl unnitnlion
livalualc enhancenicnlforInicrfaccs
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In1plentenlalion Planning
Team Trewsot

Page 211f 2 -MI?? 12PALS lacculive Paytoll

Actlvlty ~:: ` Start Dale End Date
;:7YanaillOp..
i

.
Co fts S '`

Tratisillnrt Cost ,:
De crl s (ion ': Dellverable

company Itcrourccs
Requited (Ejletnal

to Dr L , : De endenclof

I MCIIIIilIV IvlNgilllt; I1111111CmCllls

1)ccclo 1 u,er trainin " matcri+ds
1 )>ccchsl andlcIIesI Ilan
1 1crloml parallel lest
I~IIaIIIChll11 IIIIl7ICllll'111p111111

Enhance TRIS for use by CIPS
enl daPees

4/t/9G t0/1/97

lulplcmcnl Tinlc Itcporliug tlV
Exception (I'RIIG) °r. mles-haxcd
cdiling 'TRIS 2 .0)

.

Incotplnmc nccessan' CIPS MA
Ides ('I'R15 2 .5)



Implcnrcntalinn Mantling .

few-u- Treasurer's _ -
__

Activity

1 . 1.uclosc Illinois bills.
a

	

Obtain (rid to move enclosing
machine from LIPS to UE .

b.

	

Move enclosing urrclline to
LIE .

Il . Intcrcompanj Mnil.
a.

	

Obtain bid to continue regular
irucrcompanv mail service
bcmcco St . Louis and Springfield .

TrAhsitidh
Costa (F)

Mailing services

'rrhnsitioh'Cost .
Ueeerlptiolr'' `

Disolant le,
((ransport,

Delivergblce

Ability to clulosc

	

Bldg. Sen'icc
and bail Illinois
_b ills from_St_Louis_ __ __

IS, Building

	

Interim solution

Law cost ovcrmghl
marl for Amcren,
UE and LIPS

Compaisq .
Resources
Requited
(Extcr~al la
Dept.) :
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lutplcntentalion Planning
Team: Treasurer's

	

. . .

I, Itevievv the (o11nwing for
tICCUtiaI )
cnnsellls/CIlangcs/rcgulatory
approvals dnc to merger
A. First Chicago Revolving CrcdIV
CP Backuo Aerccutent
B

	

Chemical Bank Revolving Crcdil
Agreement
C. Swiss Bank LOC for Series 1984-
A Environmcutals
D. UBS LOC for Series 1984-B and
1985-A Etrvlre11111COM15
E. West LB LOC for Series 1985-B
En% ironmcnlals

Trttoailitld
!Coats (SI

	

;
Trans4li ei Gist
Btacription



Financings

Inydrnlcnlalinn 1'I;owing

Team: Treasurer's

fl . Oblaiu cop), of short Ictut financing
agreements front other sen'Ice
coolnaolcs .
b, Review other service compuuics'
zgrccmems, and mark up as we
envision ours to be .
2, Give to rating agencies, CP
dealers, and key banks for review .

2 . Review procedures for payments of
principal and interest .

3, prirticul:rr attention to variable rate

urcfcrrcd .

Trriasifiou Cum
Acscrlp(lo 1 .,

Transition
Coats (5) .

Satisfy SEC
requirements
and hate a
workable,
adequate short
tern, financing
agreement .



5

	

'rrmisfer fruslecship to Boatimm's
for first ololigage bolitfs

611)

	

.
il : :

Coma (S)

Financings

TrAH.M1100 Cost
vfcuiipIW, ~
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V11111ICIIlull, ;111(111 I'hllllllllg
rcaiw llcasutcr's
Activity 5fart Aatc Lqd Ante Tr nsif3on

CostE (S)
Transitiod Cost,
Descilptlon : ,

Aclivereblcs Cbnrpany Resolirtca Required.
(External to Acpt.j

Acpeiidcrieles

I
I : 1'roccss luail lurrnrcnts for UE
and CIPS.
a. Dclcrulincllrenumber ofmail

is_-_-___ .
Vcdfouc,

p;lynrents to. be processed daily I Direct Debit

-b. Discuss the number of daily SIoo,111f0 Additional rile server - Highe
is_

paylnctos kith BancTcc, arid plus S 12,000 and related hardware volume
obtain a bid for required per year and so0a;arc capability
equipment and ptogratuming . Inaillicnalfcc I

c, . . -Invile bids and demos from ar -

least a(o luail extraction
equipment vendors.. . .

------ x50,000 plus Extraction and Auto opening IS
extraction equipment, and sign $6,000 per ticicclion equipment of Illinois
coulracl . year paynunls -

maintenance

a, Review bids from outside r IS. Customer Sclvicc
vendors, and compare 111cm to an
III-II011_SC C_SI_Imal_C._----_

--
_ _ _ ___ ____ ___ ___ .-

1) . Scleel the ruclhod lo use, and It0111hip fCCS
_volume
PfDCCSSIIIg fCCS - RCdIICCd IS . (.Ilstniller Servlee

sign ;my rcguircd contracls. based ialymcul

_, .. _ .._ -..__--.--
processing___ _

c. Develop ontkcling literature . Corporate Communications.
_ .

Customer Service
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InIpIcnICUlalion Planning _.__ . _. .. . ._. . . .__ . .__ ._

Team : Treasurcrs _
Activity Start Dale Erid Date 'Pralititiotl Trauiitiod Cost Deliverables Coorpeny Resources Required . Dependencies

Coats (S) Description ` ; (Eslerital to Dept.) ; .

Ill . Par Stations
a . Review file Inly station Customer Service

neiworks al bolb uE and CIPS .
b. Determine ;In Anlcrcn - wide Customer Scrvicc (Metro and

pay station s(ralcgy . Rc Tonal)

C . Invite vendors) C.g . verifone,
_ � , . _ ._ _ . ._ . . ._ . . . . . ._

. .. .
._ ___

Equipment and
__

Reduced
__

IS, Customer Service

to make a presentation . and to nlon1111y volume - payment

submit a bid for a system - wide based fees processing

solution .

d . Install egnipmem in selected Is

Leaf stations .



I01plcuICnt :llinn Planning
Teams Treasurer's

1 . Combine all tash Innnngcment
aclicilies in St . LAmis

a. Meet Widr IrensunY workstation
Vcadors.
b . Visit sites to View Irensury
workstations .
c order approprialc s)--s-lent.

It . Short Term Investments -
a.

	

Rcvicw short Icrnl policies of
CIP_S _and UE .
b.

	

Prepare and have approved a
"best practice" short lean
I lll'CSIIIICIII

	

IIC

c

	

Determine the optimal number
of_inc_esuncn_t dealers.
d RCVic

_
w and sclecl incestmenl

dealers .
c. Obtaitr-lPProvals . _-.
f.

	

Complete applications With
imcsiment dealers .

Traositinn: .
Col-sio (Sy

Cash mauagclucnl

TransilioircoSt
I)escrilltion

I
Sl,IN1Uilaurel cspcnscs

Page 1

I$95,000 plus

	

i Purchase ofa
$12,000 per

	

Itreasury Work
year ;slalion .
inainlCnBnCt' A

Dclivcr:tldcs '

-------------
Ability to keep scparalc
daily cash positions by
Company.

Company IRcpendenele3 :
Rcsnurccs Required
(Ezteroef to Dept)

Accounting



Imlllcmcntaliun Planning

Team : Treasurer's
Activity

111 . Credit Lines
a.

	

Review the credit lines
currealle available to UE and
LIPS .
b.

	

Determine the proper total
credit lincs_raluircd .`_._~_ :__ . .
c .

	

Select banks to apply for credit

d

	

Apply for credit. lines.__ . . .,

necessary . . . . . . . . . .

IV._ All III_urizcd sig,lcrs.
A .

	

Rcvicw politics of UE and
CIPS for authorized signers.
b .

	

Determine appropriate policy.
for UE, CIPS, and Ameren
Services . and oblain Board
ttpprovals.__ __ .-
c.

	

Contact all hanks :uld submit
new signature cards._.___
d.~ Obtain new signalurc plates, if

V. Commcrclal Pnpcr
a.

	

Review CP programs of UE

and CIPS .

'PrAIISIUUa ,:
Costa (S)

Cash Managcmcnl

Trausl(too Cost
bc~cription ` .

YSORINcw signauuc
plates

_-t_

Page 2

Delivcnbles

Adcdualc credit lines.

Carupltnv
Resources Ykq"Ired
(External to Dept.)
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Cash Management

Implementation Planning

b.

	

Docrininc [lie adcquatc size of

pf VTPMM.

	

. ..

	

... ..
c,

	

SelcutleWen and paying
agell .

Start MY IndZuk Transition
Coati iSJ

'CrAntitiao Chat
Deacrlpttan !-

Page 1

4 /r

n t+

D,d.	iiibWs Compxny ., . , IDependentio
Rc.iourrC3Requiii*d
(tmtritnil 16 Dept'.)





May 6, 1996

Craig D . Nelson
Mail Code CIPS

Dear Craig:

TREASURY DEY,C.

We are pleased to report the conclusion of our planning process forAmeren
Corporation. Implementation plans are now approved, and they will be used going
forward to guide merger progress . As a result of this rigorous planning effort, we
have reconfirmed our original merger savings estimates and, in fact, identified
additional direct savings resulting from the merger . Over a 10-year period, the
merger savings, net of transition costs, are projected to be $644 million - up from
our original estimate of $549 million. The teams also identified an additional
$42 million of savings "enabled" by combining best practices at both companies,
resulting in total net savings of $686 million.

Our thanks to the many people who worked so hard throughout this process. We
appreciate the effort you oave to this task, while carrying your usual work load . The
challenge now is to use these pians creatively as we move throughthe months
leading up to the merger, and beyond.

The Steering Committee will remain in place through the merger transition . The
Committee will deal with policy matters, resolve issues and monitor the
implementation of your plans.

Craig Nelson is charged with ensuring that the plans you developed are executed .
He will be responsible for the day-to-day coordination of the merger, working with
the Steering Committee to resolve any merger-related issues . Craig also will
coordinate pre-merger, cross-company contracts and cost allocations .

We are looking forward to the end of June when the staff selections for Ameren
Services will be completed.

Sincerely,

C W. Mueller

	

C L. Greenwalt
President & CEO

	

President & CEO
Union Electric Company

	

Central Illinois Public Service
Company

Schedule 16
Pave 1 of 1





N-rlcrg cr Imple mentation Timeline (as ol " zi/ 25/9G)

KeyActivities

Illlccicw and sclccl Anlarcn Sclviccs
mallaltemcnt staff

VC 11,01111 CII'S DIII? region roll-out with
inlcliln OOJMIOAS

"

	

Roll (III[ full OAS/l)OJAl to CIPS regions

"

	

I'ctfovio financini mud nlidciials
allpfcaliolts colll'clslolls -

"

	

Conduct compalmvidc (CIPS) Iraining on
UI? financial applicalions

�o _
VI i gl1 711 %!t ` 9n INI:11/IJLI
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Merger I mplementation "Timeline (as of 4/25/96) (columiled)
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1

	

1
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'VI

	

! 711

	

Rl ; 9/1

	

IwIt l v1 :1 111

	

211 ; 3/1

	

J11

	

91, 611 -

	

711 vIVI9,1 : 1 (VlI 1/1 12'.
----------

A hg,,

. hogmOC"Tand'UEEMSsystems

11cl-folln CIS-Ichlcd applications
c(mvUlTions

Movc CIVS dam ectitcr work to St . Louis

Rc.6w salary, pcrsunnd policies

PlaccincM pool in opcralion

Rclnc;llc employees

Update and blegym MrMcgic plans

. I
U,~

mmm

1"3

J,,imt dolrlch 4 L11.
de..1, 11w r,

1999





Key Mercer Implementation Milestones

Functional Area Key Milestones

	

Start

	

End
Date Date

426%96

Schedule 18
Pace 1 of 10

Controller's - Budget schedule and guidelines/ strategy 511 /96
for 1997-2-001 budget completed

- Budget software distributed 6/l/96 i
- Allocation of service company costs 5/_2/96

~-
defined
First combined payroll 10/15/97 I

- Development of 10 year consolidated 1 111 1/96
financial history completedl

- Training on financial and related systems 10.'1519? 121,1!97
I for CIPS employees completed

- UPS history loaded into UE GL :!31!95 i
- CIPS flies moved to St . Louis 12!1197 1131,'98

Internal Audit ~- Ameren Services audit Dlan developed 1211/96 I
I Tax ~- CIPS files moved to St . Louis Merger
Treasury - Interim payroll solution implemented \4erger

f I-- New HR system payroll implemented 1011/97
I Exchange agent selected and contract 6/30/96

completed
- Ameren common stock certificates printed

I
Merger

- CIPS preferred certificates printed l Merger
- tIMail extraction equipment implemented i , iviereer
- CIPS bill enclosinv machine transferred I Merger
- Cash manacement system implemented Merger
i- Re=ulaton_approval for short-term I f Merger

financing obtained
Enc-ineefn_a and - Establish procedures for working with 6!1!96 Merger
Construction CTPS/UE drawings
General Counsel I- Requests for proposal sent to outside law Merger

~-
firms
Outside iaty firms determined

-3 mos.
1011/97

Corporate Secretary files transferred from i 6'1/97
Springfield to St . Louis I
Proposal requests for insurance brokera=_e 1 ;!1!97

I-
services sent
Decision made on D&,O liability insurance

L
Merger

as required by merger agreement 1 mos
Mer2e.- Coordination Placement Dool dissolved i ~!l ;oo



Key Merger lmpiementation 1vblestones

Functional Area

	

KevMilestones

	

Start

	

End
Datc Date

-;:-6le6

Schedule 18
Page 2 of 10

Corporate Planning - Strategic plans and planning processes 9/30/96
integrated

- Development of strategic plan 12/31/96
implementation plans completed

- UE and CIPS updated resource plans filed Merger
with , ICC =3 mos

- UE updated resource plan filed with MPSC 7 .'1/97
- Electric and easforecast schedule In/31/96

completed
- Wholesale contracts negotiated and sicned Merger

Building Services I - Employees relocated 411/97 S/31197
- Space in CIPS building leased Merger

+12 mos
I - New Ameren signage installed Mereer

- +36 mos.
I Motor Transportation I - Excess pool vehicles disposed of 12!31197 12!;1!01

- Vehicle charge back system implemented Merger
j i =12 mos.

Standardized vehicle/equipment I 1/15/97 Sr31/97
soecifcations

Purchasin_ 1 - Common procurement card program l,0/1i97 Jf1f9D
- CIPS gas, distribution, transmission . and 6/.;i9ti Jl7l9S

substation contracts transferred to Ameren
purchasing

- Common standards for major categories of 3,'1/96 7/1/9S
distribution materials

i~- Joint procurement of materials 7/1/96 1/l/99
- CIPS system users trained on Ameren 6,')197 12/15/97

purchasing process
- CIPS stock numbers convened to seven S,'25/96 4;21/97

digits
- I-LMDOT. commodity code, and QA code i 1/1198 413195

assigned t
j - Standardized stock descriptions 5?1196 7/9/9b
- Blanket Orders . supply codes. transfers - 4/22/97 7/16/97

1 converted



Key Merger Implementation Milestones

Etmctional Area

	

KeyMilestones . Start End
Date Date

4.,26/96

Schedule 18
Page 3 of 10

Real Estate - Ameren Real Estate authorized to act as 7/1//96 Merger
agent for both UE and CIPS corporations

- Standardized real estate forms, agreements, 711/96 4/1197
and clauses

c - Responsibility defined for joint pole use 311/96 i Merger
administration

- CIPS real estate documents incorporated 7/1/97 711/00
I into a centralized system
j Stores - Storage locations re-labeled 5/1/96 I 12/31/97

- CIPS special storerooms discontinued 10/1197 111/98
- Stores training developed and implemented 6/1/97 I 12/15/97
- Facilities/Storage yards modified 3/1/98 I 13/31/99

New salvage process implemented 9/1/97 I 12131/99
I - New routing and delivery schedule 1/1/99 13/31/98

- CIPS storerooms consolidated 1/1199 12/31/98
Energy Supply EMS Implementation 4/1196 I Merger

- Cutover to joint system completed 12/1/96 Merger
System data personnel trained 11 /1!96 1131!97

- Joint dispatch of CIPS/UE units ; Mereer
- UE SCADA cutover to Marion Region 11/6/96
- UE SCADA cutover to Beardstown 32/1S/96

Region
- UE SCADA cutover to Mattoon Region 3112/97

I Generation Dispatch
Operating personnel trained 7/1/96 12/1/96
Joint dispatch operating 9/1196 1211/96

~ :az ra~tnti~~3.ri .- ]ete
CIPS and UE - CIPS coal testing requirements reduced 1/1/97 I 711/97
Power Plants

,- Joint Turbine Generator Plan developed 4/1/96 11/1/96
and communicated I I

- UE/CIPS joint outage schedule completed 4/1/96 `'7/96
(Fall `97 start)

Fuel Purchasing - UT-* and CIPS planning and procurement I 4/1196 7/1196
efforts combined I



Key Merger Implementation Milestones

Functional Area

	

KeyNfilestones

	

Start

	

End
Date Date

4/2619(3

Schedule 18
Paae e .,f , ^

Environment and
Safety

- CIP's sites integrated into UE's MSDS
system

- Designated Representative and Responsible
Official roles defined

- Recommendation made on spread of
UE/CIPS permit expirations

;/15/96

5/1/96

6/1/96

Merger

S/1196

1/1/97

Gas Supply and - Gas compliance system implemented 4/1/96 6/1/9S
Operational Support

- Monthly PGA filing process determined 1011/96 1/1/97
- Joint dispatch/cost allocation 411,'96 Merger

agreement developed and regulatory
approval obtained

- Joint dispatch of UE and CIPS gas systems 6/1/97
from Springfield

- Illinois and Mssouri approval of meter 7/1/96 10131/96
s:m.kk4wj,r ";lan obtained

Human Resources- - Existing Personnel Administration work 7/1/96 I 9/1/96
Personnel Admin I processes and procedures reviewed and I

j 1 post-mercer processes and procedures
developed

- Salary, incentive plans, premium and 7/1/96 411197
overtime policies resolved to reflect
uniform administration across corporation

- CIPS and LIE employee programs 5,''1/96 Merge;
combined

j Human Resources- - New benefits work processes and 3/1196 l/1/97
Benefits procedures developed

- Training on new benefits work processes 1111196 4/1/97
and procedures completed

i - Training on new HR information system 4/1/97 10/1/97
completed

- Idcatification of changes required to . 6/1196 411/97
' benefit plans/documents for legal and

I regulatory compliance completed
Human Resources- j - Video equipment integration and short S/1/96 5115/96
Communication ; term facility operations plan completed
Services (Video)

I - LT/CIPS Communication Services I 7/1/96 4115/97.
integration plan developed

- Staff video and multimedia skills training

-

9.%1/96 12/1J'>'S
completed



Functional Area

Key Merger Implementation Milestones

KeyMilestones Start
Date

End
Date

4.'26'96

Schedule 10

Corporate - Press conference announcing completion of Merger
Communications merger held +15 days

- Review of ad contracts and development of 7/15/96
timeline for disengaging completed

- Ameren Fact Sheets completed Merger
Substation - Development of electrical maintenance 6/15/96 4/1/99
Maintenance/ management system complete (EMPRV - I j
Construction/Testinv TSD)

i - Transfer organizational reporting of UE !tlerf,er
Metro and Regional substation and relay
testing transferred to UE Customer
Services Division Support (Ameren
Services)

Transmission Line - Agreed upon interface process between 4/1/96 12/1 ;96
Maintenance/ Ameren Services and CIPS- Regions
Construction related to Transmission line

maintenance/construction and outage
I ; restoration
Disvibution 1 - AM/FM DDOS modifications complete ` 1111/96 13/31/97
Engineering

- ANVEM conversion complete ` 6/1197 6'1198
- Integrated Distribution Engineering i0/l/96 i0/1 /97

manuals and guidelines
- Common material specifications !/1/96 1/1/98
- Consolidated construction and meterine 10/1/96 711/99

standards
Dispatch Operations - Common switching orders for UE R CIPS 3/18/96 5/31/96

- ICC outage reporting from O.-~.S available 314/96 2127/98
to CIPS

- OAS implementation complete 3/4/96 7,11/91
- DDOS implementation complete 215/96 3/30/98
- Cape Grardeau Subtransmission dispatch 3/4197 ;/4195

to Marion comalete



Key Merger Implementation Milestones

Ftmctional Area Key Milestones

	

Start

	

End
Date Date

426!96

Schedule 18
Pave 6 of 10

CIPS - RecionsBPR - CIPS regional, call center, dispatch staffing 3/15/96 5/15!96
complete

- New/Revised regional guidelines, 5!1196 7/31/96
procedures, and training developed

- Pilot completed for CIPS call 4/1/96 I 8130!96
center/dispatch and systems

- Paxton and Mattoon Regions implemented ;/1/96 10/31/96
I - Marion and Carbondale Regions S/1/96 2/25197

implemented
- Virden, Macomb, and Quincy Regions 1 .1/97 6130/97

implemented
- Fully functional systems implemented in 9/1/97 5/15!98

regions :
- Pawnee/dispatch 7/15/97 10/1197
- Wabash 9/1/97 10/15!97
- Paxton 10/1/97 11!15!97
- Mattoon 11/1/97 12/75!°7

I - !vlanoa 12/1!97 1/15!98 I
I I - Carbondale J/1/98 2115195

- Virden 211/98 3/15/98
- Ivlacomb all/9S 41 15195

! - Uuincy , 411198 5,'15/>>^S j
I Customer Relations- j - Credit training for Pawnee credit specialists 6/1 /96 Upon full
Credit and Collections complete staffing I- Conversion of former CIPScollection 1 ;1/99 3/li99

agencies to Ameren Services complete
II - Pawnee credit specialist training on UE 2/15/99 4.1 1!99

CIS cdmolete
Forestrv (Line CIPS and UE line clearance contracts 6/1/96 7/1/96 I
Clearance) { reviewed for combined synergies

- Vendor modifications to Tree Manager ?:1!97 I 4/1197
! software competed



Key Merger Implementation Milestones

Functional Area

	

KeyMilestones Stan End
Date Date

4!26!96

Schedule 18
Page 7 of 10

Customer Relations- - Training for transfer of Wabash region calls 6/1/96 8/1/96
Call Centers to Pawnee completed-

Training for processing internal 6/1/96 8/1/96
I switchboard calls and internal call transfers
l complete

- Training for UE personnel to handle outage 7/1/96 8/1196
(,ells after 6pm and weekends complete

- for transfer of Mattoon/Paxton. Training 8/)9/96 1011196
region calls to Pawnee complete

- Training for transfer of Marion/Carbondale 12/1/96 211!97

I re~non calls to Pawnee complete
- Training for transfer of 3/15/99 6/1/97

Virden/Macomb/Quince region calls to
Pawnee complete

I{ - Training for CIPS interim use of OAS 6/1/96 6/1197
complete

complete,i - Training for CIPS use of LTE CIS 1/1/99 311/99
.'~ ;ashztin_ -- Combined marketing plan completed +~~erget-

- HR training for CIPS personnel completed Merger
+6 mos.

- Marketing software packaee deternuned , Merger
Economic ' - External training required for certification i 6/30196 6/30/98
Development completed I- \' ecessarv information resources acquired i 6130.!96 511/97



Key Merger Implementation Milestones

Functional Area

	

KeyMilestones

	

Start

	

End
Date Date

,' :26'96

Schedule 18
Page 8 of 10

Distribution Services - New meter equipment standards developed 12/1/96 12/31/97
(Meter Shop)

- New service and field policy and procedure 3/1/97 12131/97
manuals complete

- Field traininginotification on new meter 1!1/9S 12/1/9S
equipment, policy and procedure standards
complete

- Instrument transformer trackin<_, system 4/1/96 6/1/97
implemented

-
Field training/nofficatiofcationnon revised 4/1/97 7/1/97
instrument transformer testing procedures
complete

`'- Rubber goods trackin_ system
-

4/15/96 Merger
implemented

- Field training/notification on revised rubber 11/1/96 1/1/97
goods testing procedures complete

- Implementation of centralized rubber 12/1/96 Merger
goods testing- at Dorsett Lab complete

- Instrument repair and calibration system 4,1/96 11/1/97
implemented

- Field train'relnotifcation on revised 11/1/96 111/97
t instrument rcpaL and calibration

procedures complete i I
- Implementation of portable equipment 1211 /96 Merger

repair at Sprinefeld lab complete
- Meter test data tracking system 3/1!96 6/1/97

implemented
- Field trairun&notification on revised meter 511/97 7/1/97

testing procedures complete
- Meter equipment ordering and inventory ;/1/96 7/1/97

li system implemented
- Field trainine/notification onTevised meter 3/1/97 7/1/97

equipment purchasing, warehousing and
inventory procedures complete ( t

- Implementation of purchasing and 6/1/97 7/1/97
inventory of meter equipment at Dorsett

I
94 titer Lab complete i



Key Merger Implementation Milestones

4/26196

Schedule is
Page 9 of 10

Functional Area Key Milestones Stan
Date

End
Date

Information Services-

I -
Capital asset management applications 4/15/96 10/1/97

Development converted
General ledger applications converted 4/15/96 10!1/97
Plant accounting capital prolects 4/15196 1011/97
applications converted
Payroll distribution applications converted 4/15/96 10/1/97
Shareholder applications converted 4/15/96 1/1197
Tax applications converted 4/15!96 1/1/97
Materials applications converted 4/15/96 10/1/97
Human Resources system implemented 4/15!96 1011197
Limited DOJM implemented 4/15/96 8/1/96
Full DOJM implemented 7/1/96 10/1/97
LIPS non-demand customers converted 10/1/97 4/1/99
T&D-CS converted 11/1/96 2/1/99
CIPS demand customers converted 10/1/97 7/1/99
Cycle 70 applications converted 1/1/98 S/l/99
Street light applications converted 11/1/98 10/1/99
Demand customers moved to regular file If 1 /99 10!1/99
Circuit file converted 4/15/96 12/1/96
Outage analysis applications converted 2/1/97 12/1/97
Other T&D applications converted 4115196 5/1/98
Power operations data converted 4 ;15/96 51 :/97
EMPRV for MD substations converted 5/1/98 12/1/99
Gas operations applications converted 4/15/96 6/1/99

Information Serviue- l_ CIPS mainframe e-mail, executive support 4115,'96 Ill/9S
Planning and Support and word processing users converted to

UE L.AN-based products I
Single logical mainframe help desk and 411/96 Merger 1
access number implemented

I Outsourcina of shrink-wrapped PC- 6/1/96 Merger f
software help desk calls implemented

Information Services- System and application software contracts 4/15/96 , 6/1-1/96
Data Center renegotiated

Ameren systems software suite selected 4/15/96 8/7/96
.Arteren systems software suite 6/13/96 1111/96
implemented
LSE and CIPS disaster recovery plans 6/27/96 l 7/25/96
updated for interim operations I I
LIE and CEPS disaster recovery plans 12!9/96 13/;0/96
undated for merger operations

`CIPS Springfield data center work moved 10;'7/97 10/26/97
to St . Louis



Functional Area

Information Services-
Telecommunications

4/26/96

Schedule is
Pace ,n ".° ,^

Key Merger Implementation Milestones

Key Milestones Start
Date

End
Date

Ameren LAN/b1IAN network topology 8/15/96 9/15/96
design completed
Ameren LAN hardware configuration 8/31/96 Merger
implemented
New LANs installed 3/15/96 12/31 /97
LAN1WAti maintenance and license 4/1/96 \4erger
agreements relative to Ameren companies
review and revised
Motile communications network S/1 /96 Mercer
monitoring and radio inventory systems
implemented
CIPS voice radio strategy implemented S/1/96 12/11/97
CIPS mobile data strategy implemented 8/1196 12/;1 /97
Ameren Services paging and cellular 1011/96 II/l/96
telephone strategy developed
5-digit dialing plan for Springfield/Pawnee 6/1/96 ;/1/97
available
5-digit dialing Plan for other CIPS sites 1/1,197 1/1/99
implemented .
Voice mail svstem available in Pawnee S/1/96 1/1/97
Voice mail system implemented at other 1 f l /97 1///99
CIPS sites
Disaster recovery plan for CIPS customer 4f 15/96 1/1/97
service calls to Pawnee call center
implemented





Illinois Department of Revenue

ICT-4 Invested Capital Tax Return

0741-4579

Step 1 : Figure your tax

UNION ELECTRIC CD
1901 CHOUTEAU AVE
P 0 BOX 149 CODE 210
ST LOUIS

	

ttti 63i66

8 Multiply Line 7 by the Illinois apportionment percentage shown on your business income
tax ret. ,n . See General Information, 'What should I attach to this return?"

	

. Gk
I

Multiply Line 8 by 8 percent (.008) . This is your invested capital tax due .
I

10 Write your total estimated payments .
I

11

	

If Une i0 is greater than Line 9, subtract Line 9 from Line 10 . This is your overpayment .
v

12

	

if Line 10 is less :nan Line 9 . subtract Line 10 from Line 9 . Thisis your tax cue
I

13 Write the total credit you vnsh to apply from a credit memorandum .
Attach the original credit memorandum .

I

ICT license no IG-00019

14 Subtrac: Une 13 from Line 12 . This is the total due.
M,ak~e your check payable to "Illinois Department of Revenue. -

Step 2 : Sign below

F=-IN 43-0559760

Is this an amended returnI

	

-yes

	

x

	

no

If you sell both electricity and gas . Check the box for fninc
under the Gas Revenue Act If you sell combinations
other than electricity and gas . check the box that reflects
your pnnuoal source of income .
Check one box only.

Gas Revenue Tax Act
Water Company Invested Capital Tax Act
?ublic Utilities Revenue Act
Messages Tax Act

Phone no . ( 314 )	554

	

2714

Column A

	

Column 8

^oeglnninc of year

	

end of year
.=88 .227,j03 _,538, :43 .8b6

L-

Calendar year .

	

1995

0108

Do Mi M1 .! 7004 in ., I'm

Uncei Denataes of pe,ury. I state ma; i have examined Tis return and . t o the best of my knowledge, IT, i5 :rue, correct, and complete The
. .-.fdrrrJn MISn teen from the records of the business for which 1! IS flleC .

-

	

a~n ' re

	

:;

	

pale

	

oriole minx "

"t»a/$ sCnmu.e

	

Oaie

	

ph,n! humoli

:fail your return and payment to : Invested Capital Tax, Illinois Dept . of Revenue . P C. Box 19019 . Springfield . IL 52794-9019 .

Schedule 19
Page 1 of 2

t

289,942,355
8 1

2 .319 .539
9 I

, . .408 .424
10 I

85.385
11 I

12 1

13 I

14

Write your total amount of proprietary capital, stockholders' equity, or total equity.
I

1 I

1 .773,450 .736 1,736 .005 .949
2 Write you, total of ions--term debt. 2 1

I 4 .261,678,039 4 .27-1,349 .815
3 J,ad Lines 1 and 2 . 3 --1

10,283,471 10,550,409
4 ~k'rre yocr :rves-.merits in and advances to art corporations . I .

I 4,251,394,568 4,253 .799,406
5 50o;rac ; Line 4 from-time 3 . 5

I 8 .515 .153 .974
6 Add Column A, Line 5, to Column B, Line 5 . 6 -1

I 4,257,596 .987
7 MuTiipy Line 6 by 50 percent ( .5) . This is the average of the balances . 7 I



General information

What is invested capital?
Invested capital is the amount equal 10 the fraction determined under
the Illinois Income Tax Act Sections 301 and 304a multiplied by
e, "ner

the average of the balances at the begmnmg and end of each tax-
able period of your total stockholder's equity plus your total Iong-
:efm Cecil offset by your investments in and advance 10 all corpo-
rations . as shown on your annual report to the Ilknors Commerce
Commission for the taxable penOd . Of

1 in the case of an electric or telephone cooperative . the average of
Ine balances at the beginning and the end of each taxable period

" of your total equity including membetshrps, patronage capital . op-
erating margins . non-operating margins . other margins . and other
eouit(es as shown on your annual report to the Untied States
Department of Agriculture Rural Electrification Administration

1lYho rr_st
file

this ret. .' r'.?
You must file and pay tax on your invested capital d you are in the
business of

	

-
R dgt::Du'.'hg . Supplying . fumrshm; . Or selling electrtclty . gas . or

water. or
transmitting messages .

How do I pay?
You must make quarterly payments on Form ICT-1, Estimated
Investec Capital Tax Return, o, March. 15 . June 15 . September 1
and December 15

When should I file this return?
You must file Form ICT1 by March 15 following the close of your
taxable ,,enod .

Mail you' completed return and payment to :
INVESTED CAPITAL TAX
ILLINOIS DEPARTMENT OF REVENUE
PO SOX '.9019
SPRINGFIELD IL 62794-9019
You will owe a late filing penalty i1 you do not file a processable
return oy vie due date . You will owe a late payment penalty d you
0o no: pay the tax you owe by the due Cate of the return . Interest is
calculated on tax and penalty from the date after the original due
date of your return through the Cate You paw the tax and oenally. We
will bit! you for penalties and interest See Publication 103, Uniform
Penalties and Interest, for additional information . To receive a copy of
this puphCation . call 1 8,00 256-6302 .

What should I attach to this return?
If' you are using an apportionment percentage other than 1 . please
artarn ?ages l and 2 of Form tL 1120 . IL-1120-ST. IL-1065 . or Part
IV Of Spneeufe U3 lif you are part of a unitary group) . Also anzach a
cop)' off the Da,ance sheet from your Illinois Commerce Commission
annual " °-port to : this taxable period .

Note : i'. you ate a member of a unaarl group . you must use your

separate appe "̂ .ionment percentage

'.' VOL _menc me aopomonmen: cercen:age on your :nccme tax re-
turn ..

	

must amend your Form IC7--

Form ICT-4 Instructions

Specific instructions
Step 1 : Figure your tax
Line 1 - Write in Column A the total beginning balance of Dropneta
Caoltal stockholders equity or
total eguiy as shown on your Dalance
sheet included in your annual report
flec with the Illinois Commerce
Commission or the U S Department
of Agriculture Rural Electrification
Administration

Yjrfe in Cc!umn S the total ending
balance of proprietary CaoRal . Stock-
holders' equity . Or total e--u,, , as snow.^,
On your balance sneel inCIuceC In your
annual report filed with the Illinois
Commerce Commission Or the U.S Department of Agriculture Pun ;
Electrification Administration

Line 2 - Write in Column A ;,e total peginning balance of lonO--tern-
debt as shown on your balance sheet included in your annua' or

filed with the Illinois Commerce Commission or the U.S . Depa- . . .ier
of Agriculture Rural Electrification Administration .

Write in Column 6 the total ending balance of long-term debt as
shown on your balance sheet Included in your annual report filet v-
the Illinois Commerce Commission of the U.S . Department of Acra
culture Rural Electrification Administration.

	

'

Line 4 -Write in Column A the total beginning balance of invest .
ments in and advances to all Corporations as shown on your bala-
sheet included in your annual report filed with the Illinois Commc
Commission Or the U.S . Department of Agriculture Rural Elerrific .
lion Administration .

Write in Column 9 the total ending balance of investments in and a_
vances to all corporations as shown on your balance sheet incfueec
in your annual report filed with the Illinois Commerce Commission, c
the U.S . Department of Agriculture Rural Electrification Administra-
9on .

Line 8 - Multiply the amount on Line 7 by the Illinois appor5om, .<nt
factor shown on your Form IL-1120, IL-1120-ST, IL-1065 . or par IV
of Schedule U9 (if you are Dart of a unitary group), of the same tax-
able year . Write this amount on Line 8 .

Line 10 - Write the total of all estimated tax payments you made
during the taxable penoc .

Line 11 - If Line 10 is greater than Line 9 . subtract Line 9 from Line
10 and write the difference on Line 11 . This is the amount of tax yc'.
have overpaid . You must file Form ICT-6 . Puplic Utilities Invested
Capital Tax Claim for Credit. to receive a claim for credit .

Line 13 - If you have a credit memorandum you wish to use towarc
the amount you -we . wine the amount you are using on Line 13 an .
attach the original credit memorandum . A photocopy will not be
accepted

Line 14 - Subtract Line 13 from Line 12 . If you do not file a process
able return or pay the tax ycu owe by the Cue date, you will owe
aCdillonal Denaty and interest . We will bill you for penalties and inc-
est. if you prefer to figure these amounts . see Publication 103, L'
form Penalties and Inlefes-. . and include the penalty and interest
amounts on Line 14 Please identify now much is penaM and Inie-
est to the left of Line 14

Where do I get help?
! : y o,, -awe cues:Ions or neec nelc comoieong your form . call our
Sruinc=elc office wecKCavs between E : m and 4 .30 o m at
2 ." 7_2-8750

7n,s Iorm n aumOnaed b . me Waver Comwn. m.esied Cacaui u " 4C: . Gas Ae.enve Ta .K: Gun,, ;,k,ime, ae.en � e %"m. and~.Ce6 Ta. 4'
--- Cad " r?- ' : s5

	

.-.,,closure GI b "" .n,Onpan4r .4 ~_^-J~F~p

	

Pacnmp,v na.,lvu, : ~n a ygai:v 'n,s :orm nas vin aGn rn .ed d . !rte Forms Mdm, Cenie, 4=i=- :_

Schedule 19


