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I. INTRODUCTION AND BACKGROUND 1 

A. Identification of Witness 2 

Q. 3 

4 

5 

Q. 6 

7 

8 

9 

10 

11 

Please state your name and business address. 

A. My name is Joseph P. Phillips.  My business address is 130 East Randolph, Chicago, 

Illinois 60601. 

By whom are you employed and in what capacity? 

A. I am currently employed by Peoples Energy Corporation (“Peoples Energy”).  I am Vice 

President - Information Technology for Integrys Business Support, which is the shared 

services organization of Integrys Energy Group, Inc., the parent company of Peoples 

Energy.  I am responsible for all Information Technology (“IT”) functions at both The 

Peoples Gas Light and Coke Company (“Peoples Gas”) and North Shore Gas Company. 

B. Purposes of Testimony 12 

Q. 13 

14 

15 

16 

17 

18 

19 

20 

What are the purposes of your direct testimony? 

A. The purposes of my direct testimony are to provide support on behalf of Peoples Gas for 

the capital expenditures for IT-related applications since Peoples Gas’ last general rate 

case, Illinois Commerce Commission (the “Commission”) Docket No. 95-0032; and, in 

particular, to provide an overview of and support for the IT-related projects included on 

Schedule F-4 in Peoples Gas’ submission under Part 285 of the Commission’s Rules 

(Peoples Gas Exhibit (“Ex.”) ED-1.1).  Thus, I support the amounts included in Peoples 

Gas’ rate base for Intangible Plant (i.e., for capitalized computer systems). 

C. Summary of Conclusions21 

Q. 22 Please summarize the conclusions of your direct testimony. 
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A. Peoples Gas’ IT-related capital expenditures since FY 1996, the test year in its last rate 

case, are appropriate and reasonable, the majority of which are associated with the two 

IT-related major projects identified on Schedule F-4, i.e., the Customer First and 

Enterprise Resource Planning projects.  Both of those projects were prudently 

undertaken, reasonable in cost, and are used and useful in providing utility services to 

retail customers served by Peoples Gas.  Documents supporting those major projects are 

provided as workpapers to Schedule F-4 or as workpapers to my testimony.  The 

remaining capital expenditures, including smaller-scale modifications to IT applications 

and replacement of computer equipment, for example, were prudently made based on 

current business needs, or to otherwise increase efficiency or improve customer service.  

The Intangible Plant included in Peoples Gas’ rate base is prudent, reasonable in cost, and 

used and useful.  

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

D. Background and Experience35 

Q. 36 

37 

38 

39 

40 

41 

42 

43 

44 

45 

Please describe your educational background and business experience. 

A. I received a Bachelor of Arts degree from Saint Mary’s College in Winona, Minnesota, 

with a major in Accounting and Computer Science.  Prior to joining Peoples Energy, I 

worked for Accenture, which is a large systems integration firm, for 23 years.  In my time 

there, 14 years of which I was a partner, I worked with utility companies to develop or 

modify information systems based on their unique needs.  In that capacity, I managed and 

reviewed projects which were similar in scope and budget to the IT projects that I now 

manage for Peoples Gas.  In particular, I was responsible for implementing various IT 

systems at Illinois Power, CILCO, Western Resources, Kentucky Utilities, Northern 

States Power, and Wisconsin Energy.  I also was a member of Accenture’s quality team 
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and provided detailed reviews of IT systems of the following utilities: ComEd, Baltimore 

Gas and Electric, Virginia Power, San Diego Gas and Electric, and Dayton Power and 

Light.  

46 

47 

48 

Q. 49 

50 

51 

52 

53 

54 

55 

56 

57 

58 

59 

60 

What are your responsibilities in your current position? 

A. I am responsible for the Information Technology Services (“ITS”) area of Peoples Energy 

and that of its regulated utilities -- Peoples Gas and North Shore Gas Company.  The ITS 

division is comprised of the Application Development Services area, the Infrastructure 

area and the Planning area.  The Application Development area works closely with the 

regulated utilities’ business units to develop, enhance, and maintain the enterprise 

software applications which form the backbone of company business processes.  The 

Infrastructure area encompasses the technical and service delivery sides of ITS.  Specific 

sections in this area include the centralized systems and servers, wide area network, 

database management, help desk, data center, telecommunication and security.  The 

Planning area oversees the processes of IT strategic planning, customer relationship 

management and IT governance.   

II. INFORMATION TECHNOLOGY EXPENDITURES61 

Q. 62 

63 

64 

65 

66 

67 

68 

Are Peoples Gas’ IT-related capital expenditures since fiscal year 1996, the test year in 

its last rate case, appropriate and reasonable? 

A. Yes.  Peoples Gas’ IT-related capital expenditures since fiscal year 1996 are its costs of 

software for computer systems that generally support or relate to multiple business 

functions, and are necessary for its business operations.  These amounts, which are 

referred to as Intangible Plant, are included in Peoples Gas’ rate base, which is described 

by Peoples Gas’ witness Mr. Fiorella (Peoples Gas Ex. SF-1.0). 
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Q. 69 

70 

71 

Are you familiar with the Customer First Project and Enterprise Resource Planning 

Project listed as additions to Plant in Service on Schedule F-4? 

A. Yes.   

III. CUSTOMER FIRST PROJECT72 

Q. 73 

74 

75 

76 

77 

78 

79 

80 

81 

82 

83 

84 

85 

86 

87 

88 

Q. 89 

90 

91 

Please describe the Customer First project. 

A. In fiscal year 1995, Peoples Gas began investigating the replacement of its aging 

Customer Information System (“CIS”), which also served North Shore Gas Company in 

accordance with a Commission-approved services agreement.  The existing CIS, which 

had been built in 1968, was no longer meeting Peoples Gas’ current business 

requirements and was incapable of meeting its future business requirements.  The system 

was becoming technologically obsolete because it was based on a computer language that 

made modifications costly and difficult to implement.  Moreover, the age of the system 

made it difficult to meet new customer demands, such as providing customers access to 

their usage and billing information via the world-wide web in a user-friendly manner.  

Various alternatives were explored and, after a review of the associated advantages and 

disadvantages of each, a replacement CIS was selected, developed and implemented.  

The Customer First project was completed in February of 2000.  The total capital cost of 

the Customer First project for fiscal years 1996 through 2000 was $72,335,000.  North 

Shore Gas Company pays for the benefit it derives from the Customer First project in 

accordance with a Commission-approved services agreement. 

What process was used in arriving at the initial decision to replace the CIS system? 

A. Through a study conducted by management consultants MICON INC. in conjunction 

with an internal team of IT and business professionals, the detailed functional 
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requirements that would be needed for a replacement CIS system were identified for the 

major business areas including Meter Services, Customer Information Maintenance, 

Order Processing, Accounts Receivable, Billing and Rates, and Credit and Collection.  

These requirements were presented to and approved by management in December 1995.   

92 

93 

94 

95 

Q. 96 

97 

98 

99 

100 

101 

102 

103 

104 

105 
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107 

108 

109 

110 

111 

112 

113 

Q. 114 

How did the analysis proceed? 

A. The next step was to identify, based on the business requirements, possible alternatives 

for a replacement of the existing CIS.  The options considered included upgrading the 

existing CIS, outsourcing CIS needs, purchasing a mainframe CIS, or purchasing a client 

server CIS.  Based on the business requirements identified, Peoples Gas requested and 

obtained information from over a dozen vendors that allowed comparisons of alternatives 

based on costs, timing, functionality, and technical considerations.  The various 

alternatives were analyzed, and the results were presented to management in October 

1996.  At that time, a decision was made to conduct a more detailed analysis of what 

were considered to be the most favorable alternatives.  

The project team researched the outside vendors involved, including their 

experience constructing and installing mainframe and/or client server customer 

information systems for other utilities.  On May 7, 1997, a presentation was made to the 

Peoples Energy Board of Directors recommending the replacement of the current CIS 

with the alternative that offered the least implementation risk and the greatest flexibility.  

The Board of Directors approved the selected alternative, which was a client server 

system designed by PriceWaterhouse Coopers, and authorized funds to move forward 

with the replacement project.   

How did the CIS replacement project proceed?  
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A. Peoples Gas established two multi-disciplinary teams to provide project oversight, at 

different functional levels.  Because of the significant customization that was required, a 

Modification Control Team (“MCT”) was established, which received daily updates and 

met on at least a weekly basis to review proposed modifications.  In addition to the MCT, 

Peoples Gas established a steering committee to make critical strategic decisions 

regarding project scope and to provide a high-level review of project implementation, 

including budget considerations.  The steering committee typically met every one to two 

weeks at the beginning of the project and as needed as the project progressed, receiving 

updates from both the MCT and a systems integration consultant that Peoples Gas 

engaged as an added quality control measure, given the complexity of the project.     

115 

116 

117 

118 

119 

120 

121 

122 

123 

124 

Q. 125 

126 

127 

128 

129 

130 

Q. 131 

132 

133 

134 

135 

136 

Were there any significant changes in scope through the course of the project? 

A. Yes.  During the course of the CIS replacement, the project increased in scope with the 

addition of a Data Mart, which provides ready access to data contained in the CIS, 

allowing Peoples Gas to query the database in a variety of ways in order to retrieve 

specifically desired data for reporting or other purposes, and to readily identify trends.  

The project was ultimately completed in 2000. 

Do you have an opinion whether the Customer First project was prudent, completed at 

reasonable cost, and is used and useful in serving customers? 

A. Yes.  The Customer First project, including the CIS replacement and the Data Mart, was 

prudent, given the technological limitations of the old system and the need to provide 

flexibility in order to effectively provide service in the future.  Its overall cost of 

$72,335,000, from design to implementation, is reasonable and appropriate.  The project 
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has been instrumental in Peoples Gas’ ability to operate its business since its completion 

in 2000, and it is used and useful in providing services to customers today. 

137 

138 

IV. ENTERPRISE RESOURCE PLANNING PROJECT139 

Q. 140 

141 

142 

143 

144 

145 

146 

147 

Q. 148 

149 

150 

151 

152 

153 

154 

155 

Q. 156 

157 

158 

Please describe the Enterprise Resource Planning (“ERP”) project. 

A. The ERP project was designed to replace Peoples Gas’ aging financial systems, some of 

which were over 20 years old and, similar to the old customer system discussed above, 

were using antiquated technology.  In addition, the ERP project was necessary in order to 

consolidate the various companies within the Peoples Energy family for reporting and 

other purposes.  The project began in 1999 and the final phase was implemented in 2003, 

at a total cost of $19,855,000.  Peoples Gas’ affiliates pay for the benefit they derive from 

the ERP project in accordance with a Commission-approved services agreement. 

How did Peoples Gas evaluate the ERP vendors and solutions? 

A. Peoples Gas went through a software selection process in which the solutions offered by 

three leading ERP vendors were reviewed and considered by a multi-disciplinary team of 

IT and business professionals, through a detailed costs and benefits analysis.  At the 

conclusion of the competitive bidding process, Peoples Gas selected the solution 

proposed by SAP, one of the leading ERP vendors.  A decision was made to conduct a 

phased implementation of the project as a joint IT/Finance initiative, the budget for the 

initial phase of which was approved by the Board of Directors.   

Please describe the phase-in of the ERP project.   

A. The initial phase focused on business events relating to the following business functions: 

General Ledger, Accounts Payable, Legal Consolidations, Controlling/Budgeting, and 
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Cash Management.  Next, functionality was added in the following areas: Treasury/Cash 

Management, Asset Management, Accounts Receivable, and Business Warehouse.  In 

addition, Peoples Gas obtained the current release of the software in order to ensure 

continued vendor technical support, in preparation for implementation at the regulated 

utilities.  The next and final phase was implementation of the full complement of 

financial, procurement, materials management, and reporting capabilities at the regulated 

utilities, which was approved by the Board of Directors in 2002 and implemented in 

2003.    

159 

160 
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164 

165 

166 

Q. 167 

168 

169 

170 

171 

172 

173 

174 

175 

Q. 176 

177 

178 

179 

180 

181 

Please describe the oversight of the ERP project. 

A. A multi-disciplinary steering committee, including Peoples’ Gas business partner 

Accenture, was established at the outset of Phase I.  The steering committee typically met 

every two to four weeks to receive updates on implementation progress and to make 

necessary business decisions regarding issues such as proposed changes in scope, and 

budgeting/funding issues.  In addition, the steering committee was responsible for 

authorizing the implementation of subsequent phases, which they did only after receiving 

a favorable assessment from the vendor quality assurance representative, and 

approving/modifying the proposed project plan for each phase.  

Was the ERP project prudent and reasonable in cost, and is it used and useful in 

providing services to Peoples Gas’ customers? 

A. Yes.  The project was prudent in nature, based on the technological limitations and 

fragmented approach of the existing systems, and the total cost to Peoples Gas was 

reasonable and appropriate.  Since its implementation in 2003, the ERP system has 

provided numerous benefits to Peoples Gas that allow it to continue serving, and better 
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serving, its customers.  These conclusions are supported by a post-implementation report 

that includes a vendor “scorecard”, as well as feedback from a variety of business users. 

182 

183 

Q. 184 

185 

Does this conclude your direct testimony? 

A. Yes. 
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