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Q. Please state your name and business address. 

A. My name is Linda M. Kallas.  My business address is Integrys Business 

Support, LLC, 130 East Randolph Street, Chicago, Illinois 60601. 

Q. By whom are you employed? 

A. Integrys Business Support, LLC (“Integrys Support”). 

Q. What position do you hold with Integrys Support? 

A. I am Vice President – Finance and Accounting Services in the Finance 

and Accounting Department. 

Q. What are your responsibilities in that position? 

A. My present responsibilities include oversight of all accounting activities of 

Integrys Support and the regulated utilities owned by Integrys, including 

Petitioners, North Shore Gas Company (“North Shore”) and The Peoples Gas 
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Light and Coke Company (“Peoples Gas”) (together, the “Utilities”).  I am in 

charge of the recording of financial activity and the related accounting records, 

accounting information systems and reports, and the executive supervision of 

accounts payable.  I am also responsible for certain regulatory reporting 

requirements. 

Witness Background and Education 

Q. Please summarize your educational background and experience. 

A. I graduated from the University of Illinois at Chicago in 1981 and received 

a Bachelor of Science degree in accounting.  I became a Certified Public 

Accountant in 1982.  In 1988 I received a Masters of Business Administration 

degree from DePaul University.  My business experience with Peoples Gas, 

North Shore and Peoples Energy Corporation (now Peoples Energy, LLC or 

“PELLC”) began in 1981.  From that time until 1990, I was involved in various 

accounting activities in the Property Accounting and General Accounting 

Departments.  I was named Supervisor of Financial Reporting in 1990, and from 

1992 until 1995 was involved in various activities in the Typing and Duplicating 

Department, Chairman’s office, and Cash Management Department.  I became 

Manager of General Accounting in 1998, and Director of Corporate Accounting in 

1999.  In 2000, I became Assistant Controller, Diversified Accounting, and in 

October 2002 I became Vice President and Controller.  I was named Vice 

President – Finance and Accounting Services in April of 2007. 

Summary of Proceeding and Purpose of Testimony 

Q. Please describe the subject matter of this proceeding. 
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A. In its January 10, 2012 Order in the Utilities’ rate cases, the Illinois 

Commerce Commission (“Commission”) directed the Utilities “to file a petition 

and testimony demonstrating that the Utilities’ affiliate interactions are in 

compliance with the STA and the Master AIA.  Additionally, the petition and 

testimony must address any jurisdictional issues with the Master AIA agreement 

pending in Wisconsin.  Finally this petition and testimony must provide full cost 

justification for the repair rates charged to ratepayers as well.”  In fulfillment of 

this directive, the Utilities are filing a Petition concurrently with my direct 

testimony and the direct testimony of Jerard Julian.  

Q. What is the purpose of your testimony? 

A. I will provide background information, describe the relevant affiliated 

interest agreements, demonstrate the Utilities’ compliance with those 

agreements, and discuss the Wisconsin proceeding that the Commission 

referenced.  In addition, I explain that Peoples Energy Home Services (“PEHS”) 

is in the process of winding down the Pipeline Protection Program service and 

the Utilities anticipate that PEHS will no longer offer the service after 2012. 

Description of Petitioners 

Q. Please give a brief description of the operations and status of each of the 

Petitioners. 

A. North Shore is a corporation organized and existing under the laws of the 

State of Illinois, having its principal office at 130 East Randolph Street, Chicago, 

Illinois 60601.  It is engaged in the business of purchasing natural gas for and 

distributing and selling natural gas to approximately 158,000 customers in Cook 
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and Lake Counties, Illinois.  North Shore is a “public utility” within the meaning of 

the Public Utilities Act (“Act”). 

 Peoples Gas is a corporation organized and existing under the laws of the 

State of Illinois, having its principal office at 130 East Randolph Drive, Chicago, 

Illinois 60601.  It is engaged in the business of purchasing natural gas for and 

distributing, selling and transporting natural gas to approximately 828,000 

customers in the City of Chicago.  Peoples Gas is a “public utility” within the 

meaning of the Act. 

Background Information about Peoples Energy Home Services 

Q. The portion of the Commission’s rate case order that required this filing 

concerned a service that PEHS offers.  What is PEHS? 

A. PEHS is a wholly-owned subsidiary of Peoples Energy Ventures, LLC, 

which is a wholly-owned subsidiary of PELLC. 

Q. What is the Pipeline Protection Program (“PPP”) service that PEHS offers?  

A. The PPP is a service that customers may purchase to mitigate the cost 

and inconvenience that may arise from necessary repairs to gas piping for which 

the customer is responsible.  The Utilities are responsible only for their meters, 

regulators, piping and related company-owned equipment.  Piping after gas is 

metered, e.g., from the meter to the customer’s appliances, is customer-owned 

and is the customer’s responsibility.  For a monthly fee, PEHS is responsible for 

certain repairs to that customer-owned piping. 

Q. Are customers required to contract with anyone to protect their customer-

owned piping? 
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A. No, a customer need not contract with PEHS or anyone else.  The 

customer may choose to deal with any necessary repairs when the need arises; 

a pre-existing contract is not required. 

Q. If a customer requires repairs to customer-owned piping and the customer 

does not purchase the PPP service, will the Utilities repair the piping? 

A. If the customer requests, the Utilities provide this service in some cases, 

but the Utilities have no obligation to provide the service.  Also, the customer 

may contract with others for the service. 

Q. Is the Utilities’ repair service in their tariffs on file with the Commission? 

A. No.   

Q. How does PEHS provide the PPP service? 

A. PEHS supports the service through arrangements with its affiliated 

companies pursuant to affiliated interest agreements.  Specifically, PEHS 

receives certain services from the Utilities and it receives other services from 

Integrys Support. 

Q. What services do the Utilities provide to PEHS? 

A. The Utilities provide repair services.   

Q. What services does Integrys Support provide? 

A. Integrys Support provides minimal support in the form of soliciting 

customers requesting a service turn-on and including the PPP charge on utility 

bills.    

Affiliated Interest Agreements 

Q. Under what affiliated interest agreements does PEHS receive services? 
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A. Currently, PEHS is a party to three affiliated interest services agreements.  

An agreement that the Commission referenced in its Order will replace two of 

those agreements.  The three current agreements are: 

1. Services and Transfers Agreement (“STA”).  This is an agreement among 

PELLC and its subsidiaries under which the parties can provide services 

to and receive services from other parties.  Peoples Gas and North Shore 

provide services to PEHS under the STA.  The Commission approved the 

STA in Docket No. 06-0540, which is the proceeding in which it approved 

the reorganization by which PELLC (then Peoples Energy Corporation) 

became part of Integrys.  In Docket No. 07-0492, the Commission 

approved an amendment to the STA.  In Docket No. 10-0588, the 

Commission approved the transfer of the STA from Peoples Energy 

Corporation to PELLC. 

2. First Amended Master Affiliated Interest Agreement (“Non-Regulated 

Agreement”).  PEHS could provide and receive services under this 

agreement, but it is unlikely that this would occur.  This is an agreement 

that existed as a service agreement for WPS Resources Corporation and 

certain of its affiliates prior to the PELLC transaction.  The Non-Regulated 

Agreement remains in effect, and PELLC’s non-utility subsidiaries and 

Integrys Support are among the parties.  North Shore and Peoples Gas 

are not parties, and, for this reason, the Commission did not review or 

approve this agreement.   
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Q. What is the “Master AIA” that the Commission referenced? 

A. The Commission approved, in Docket No. 10-0408, a Master Affiliated 

Interest Agreement (“Master AIA”) to which Integrys and all its subsidiaries are 

parties.  Two key purposes of the Master AIA are to allow Integrys companies to 

provide services and allocate costs to Integrys Support and to replace the STA, 

the Non-Regulated Agreement, and the regulated agreement counterpart to the 

Non-Regulated Agreement1.  Peoples Gas, North Shore, PEHS, and Integrys 

Support are among the parties to the Master AIA.  After it takes effect, the 

Utilities would provide to PEHS under the Master AIA services that they currently 

provide under the STA.  Integrys Support would continue to provide services to 

PEHS under the IBS Non-Reg AIA. 

Q. Is the Master AIA in effect? 

A. No.  The Illinois and Wisconsin commissions acted on the filing.  The 

Minnesota commission is prepared to act, as it was only awaiting final action 

from the other states.  However, Wisconsin Public Service Corporation (“WPS”), 

the Utilities’ affiliate, requested rehearing of the Public Service Commission of 

 
1  The Utilities are parties to this regulated agreement, which is also a legacy WPS Resources 
Corporation service agreement.  The Commission approved the addition of the Utilities to this 
agreement in Docket No. 06-0540. 
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Wisconsin (“PSCW”) order, and WPS has not yet received a rehearing decision 

from the PSCW.  As I discuss later in my testimony, until the PSCW and the 

Minnesota Public Utilities Commission complete their review of the Master AIA, it 

cannot take effect. 

Compliance with the STA and the Master AIA 

Q. Is the STA the agreement that currently governs services that the Utilities 

provide to PEHS? 

A. Yes. 

Q. Do the Utilities comply with the STA? 

A. Yes.  The Utilities provide repair services to customers to support PEHS’s 

PPP service.  Key provisions in the STA relevant to PEHS are:  services that a 

party may provide include operational services; and a section governing charges 

for services, which, for services that the Utilities provide to any non-utility, must 

be a Commission-approved pricing mechanism or an amount equal to or greater 

than fully distributed cost, which is defined in detail.   

 The repair services that the Utilities provide to customers on behalf of 

PEHS are operational services.  The Utilities charge PEHS the fully distributed 

cost for those services. 

Q. Have the Utilities addressed the past errors discussed in the 

Commission’s Order? 

A. Yes.  In the 2011 rate case, the Utilities acknowledged that they had not 

correctly billed for all services that the Utilities provided to PEHS.  For the repair 

services, the missed billings for the 2008-2010 period totaled approximately 
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$8,000, which represented missed labor loadings.  However, the Utilities have 

corrected their procedures.  As before, personnel performing repair services bill 

their time to a specific job code that identifies it as PPP work and labor loadings 

are now included in the billing.  Moreover, in the course of the rate case, the 

Utilities provided the correct data for purposes of setting rates for the 2012 test 

year. 

Q. When the Master AIA takes effect, how will the Utilities comply with that 

agreement in supporting services to PEHS? 

A. Assuming that PEHS is still offering the PPP service when the Master AIA 

takes effect, the Utilities’ compliance with that agreement will be similar to their 

current procedures under the STA.  One of the service types under the Master 

AIA that a Regulated Party may provide to a Non-Regulated Party is Operational 

Support, which would cover the repair services.  The Utilities are “Regulated 

Parties” under the Master AIA and PEHS is a “Non-Regulated Party.”  The 

Utilities will provide the repair services at the greater of cost or fair market value.  

This pricing is comparable to pricing that the Integrys companies have already 

implemented under certain of their various affiliated interest agreements. 

Integrys Support’s Services to PEHS 

Q. In its rate case Order, the Commission questioned Integrys Support’s 

charges to PEHS on the theory that the amount that Integrys Support charges 

parties other than the Utilities affects costs that Integrys Support allocates to 

other parties receiving services from Integrys Support, including the Utilities.  

Please describe what Integrys Support charges PEHS. 

April 9, 2012 9



  NS-PGL Ex. 1.0 
 

 

196 

197 

198 

199 

200 

201 

202 

203 

204 

205 

206 

207 

208 

209 

210 

211 

212 

213 

214 

215 

216 

A. Integrys Support continues to provide the customer support services I 

described earlier in my testimony and charges PEHS at cost.  The IBS Non-Reg 

AIA requires Integrys Support to charge cost for its services.  Charging at cost is 

consistent with the Federal Energy Regulatory Commission’s (“FERC”) 

requirements that do not permit charges above cost to jurisdictional utilities.  

Some of the “non-regulated companies” for purposes of the IBS Non-Reg AIA 

are public utilities subject to the FERC’s jurisdiction even though they are not 

state-regulated utilities. 

PSCW Proceeding 

Q. The Commission’s rate order requires the Utilities to address any 

jurisdictional issues with the Master AIA pending in Wisconsin.  What is the 

status of the proceeding in Wisconsin? 

A. In January 2012, the PSCW issued an order approving the Master AIA.  

WPS filed for rehearing in February 2012, and WPS has not yet received a 

rehearing decision from the PSCW.  The Master AIA provides that “[t]his 

Agreement shall become effective upon the first day of the first fiscal year quarter 

following issuance of all approvals or waivers as might be required by law, from 

each and all of the Commissions.”  Also, as I mentioned above, Integrys does not 

have a final order from the Minnesota Commission.  Accordingly, the Master AIA 

is not in effect and the Utilities and Integrys’ other subsidiaries continue to 

operate under the existing, approved affiliated interest agreements.  
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Continued Offering of PPP Service 

Q. You stated earlier that PEHS is winding down the PPP service.  When 

does PEHS plan to cease offering the service? 

A. I understand that PEHS will stop offering PPP service and terminate 

existing agreements with customers by the end of calendar year 2012. 

Q. Does this conclude your direct testimony? 

A. Yes, it does. 


