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Q. Please state your name and business address. 

A. Thomas J. Webb, 130 East Randolph Street, Chicago, Illinois 60601. 

Q. By whom are you employed? 

A. The Peoples Gas Light and Coke Company (“Peoples Gas”). 

Q. What position do you hold with Peoples Gas? 

A. I am the Compliance Manager. 

Q. What are your responsibilities in that position? 

A. I am responsible for developing, implementing, and monitoring strategies 

designed to establish and enhance a culture of compliance that is open and transparent 

throughout Peoples Gas and its affiliated Illinois utility, North Shore Gas Company 

(“North Shore”). 

My responsibilities also include:  1) developing, implementing and leading the 

compliance strategies, plans, policies and procedures; 2) ensuring Peoples Gas and 
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North Shore are compliant with all applicable rules, regulations, laws and other 

operational requirements throughout the organization; 3) establishing effective 

relationships between Operations personnel, regulatory and other support organizations 

designed to facilitate compliance efforts while maintaining independence from 

compliance support functions; and 4) fostering positive and transparent relationships 

between Peoples Gas and North Shore, and its regulators and others having authority 

over the compliance obligations. 

Q. Please summarize your educational background and business experience. 

A. In 1983, I received a Bachelors of Science degree in Mechanical Engineering 

from the University of Wisconsin at Madison.  After college I worked 1 year in the 

Central Foundry Division for General Motors as a Plant Engineer.  In 1984, I joined 

Wisconsin Public Service Corporation (“WPSC”), a gas and electric utility affiliate of 

Peoples Gas and North Shore, as a Compliance Engineer for the Kewaunee Nuclear 

Plant.  From 1984 through 2008, I held various positions associated with the Kewaunee 

and Point Beach plants in the areas of Compliance, Engineering, and Operations.  My 

last position was Director of Plant Nuclear Safety and Licensing.  In this position, I was 

responsible for licensing, compliance, the corrective action program, organizational 

effectiveness, emergency planning, chemistry, radiation protection, security, and 

procedures. 

 In 2008, I left nuclear power and from 2008 until 2012, I built a compliance 

program for WPSC and Upper Peninsula Power Company, an electric utility affiliate of 

Peoples Gas and North Shore, to assure sustainable compliance with the North 

American Electric Reliability Corporation’s (“NERC”) mandatory requirements.   
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In September of 2012, I joined Peoples Gas as the Compliance Manager for Peoples 

Gas and North Shore. 

Q. What is the purpose of your testimony? 

A. The purpose of my testimony is to respond to the Direct Testimony of Illinois 

Commerce Commission (“Commission”) Staff witness Matthew Smith.  Specifically, I am 

responding to his recommended $2 million civil penalty and his proposal that the 

Commission order Peoples Gas to hire a third party contractor to manage its cathodic 

protection program for at least five years.  My testimony will address organizational 

changes at Peoples Gas pertinent to compliance with state and federal gas pipeline 

operations requirements, including the cathodic protection rules that Mr. Smith 

addressed, and the impact of the changes on Peoples Gas’s ability to come into and 

sustain compliance with these requirements.  Peoples Gas witness Mark Kinzle will 

describe the current status of Peoples Gas’s cathodic protection program. 

Q. Please summarize the conclusions of your testimony. 

A. Peoples Gas has significantly changed its approach and culture as it relates to 

corrosion and all other aspect of pipeline safety or compliance.  Prior to receipt of a 

February 2012 Staff Notice of Probable Violation (“NOPV”) on corrosion control, 

Peoples Gas embarked on an effort to improve the organization’s accountability for 

assuring pipeline safety and compliance.  Although this change was not completed in 

time to self-identify and correct the issues with cathodic protection test reads and 

remediation prior to the Commission Staff’s issuance of the NOPV, the current 

organization is committed to pipeline safety, compliance, and the self-identification and 

correction of issues. 
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For these reasons and despite past problems in this area, the proposed civil 

penalty and recommendation for third party management are inappropriate. 

Q. Do you have any attachments to your testimony? 

A. Yes. 

• PGL Exhibit (“Ex.”) 1.1:  Email announcing organization change (June 8, 2011),  

• PGL Ex. 1.2:  PowerPoint presentation on proposed organizational and staffing  

changes (October 2011), and 

• PGL Ex. 1.3:  PowerPoint presentation to Senior Integrys Leadership on the  

restructuring proposal (February 2012). 

Q. Staff witness Mr. Smith, at pages 7-8 of his direct testimony, describes the 

possible impact on the system if Peoples Gas fails to have adequate cathodic protection 

in place.  Do you disagree with his description? 

A. No. 

Q. Mr. Smith describes past reviews of Peoples Gas’s cathodic protection program.  

Please comment. 

A. Peoples Gas will not contest Mr. Smith’s description of our past performance in 

the area of cathodic protection and remediation. 

Q. What steps has Peoples Gas taken to address the concerns that Mr. Smith 

raised? 

A. As detailed in Mr. Kinzle’s testimony, Peoples Gas has made significant changes 

in staffing, qualification, and the processes used to assure compliance with cathodic 

protection requirements. 
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However, the organizational changes that have been and are being implemented to 

assure a culture of sustainable compliance are not limited to cathodic protection.  On 

June 8, 2011, Peoples Gas announced organizational changes designed “to increase 

leadership accountability and responsibility.”  See PGL Ex. 1.1.  The announcement 

further stated:  “[t]hese changes are part of our long-term plans to change the culture of 

the company... .”  The new leadership team that was announced in the email was 

tasked with designing and developing the details design of an organization committed to 

operating safely, efficiently, and in compliance with rules.  PGL Ex. 1.2 is a presentation  

from the fourth quarter of 2011 and provided the new organization’s vision and goals.  It 

also identified the additional resources needed to execute this vision.  As stated in PGL 

Ex. 1.2, improving pipeline safety and compliance were predominant drivers of the 

organizational changes. 
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The presentation was then slightly modified and presented to Senior Integrys1 

Leadership in February 2012.  See PGL Ex. 1.3.  The presentation also demonstrated 

that compliance and pipeline safety were driving forces behind the proposed changes.   

The new organization, as described in the email and presentations, builds an 

organization with a culture of sustainable compliance by, among other things:   

1) Increasing the level of accountability for compliance by removing layers of 

management.  Individuals with responsibilities for assuring compliance now report 

directly to the President of Peoples Gas.  2) Providing sufficient resources, which allows 

supervisors to get out in the field and observe behavior of their personnel and correct 

deficiencies.  A significant portion of supervisory time was previously occupied by 

administrative tasks.  The new organization provides additional training, resources, and 
 

1  “Integrys” refers to Integrys Energy Group, Inc., the ultimate parent company of Peoples Gas. 
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expectations for first and second line supervision, which requires the observation of field 

activities and correction of behaviors when necessary.  3) Creating a compliance group 

to champion and lead the organization on compliance issues.  Compliance is 

responsible for notifying management of compliance issues.  Compliance monitors 

metrics for potential compliance issues and notifies management of concerns.  If 

concerns are not appropriately addressed, Compliance has the obligation to raise the 

concerns to Corporate Leadership.  Compliance is also responsible for assuring a 

transparent and open relationship with the regulators.  4) Creating an organization 

committed to identifying and solving our own problems. 

Q. How does this model differ from Peoples Gas’s prior compliance culture? 

A. In the past Peoples Gas often relied on the Commission or its Staff to identify 

significant issues and force correction of those issues.  We have moved from this model 

to one in which we identify and correct our own problems, or, if identified by the 

Commission or its Staff, aggressively pursue the corrective action.  Examples include 

the aggressive actions we are implementing to address the cross bore issue and the 

self-report we made on the fitting issue in which we self-disclosed the issue to the 

Commission Staff and have been aggressively pursuing correction of the issue. 

Although any non-compliance is unacceptable, Peoples Gas cannot promise that non-

compliances will not occur in the future, even when all the organizational changes are 

complete.  In fact, we fully anticipate that as we provide additional training on the 

regulations, our procedures, and our expectations to self-identity and correct all 

violations, the number of identified violations will increase.  However, the litany of 

failures chronicled by Mr. Smith in his testimony will not recur for the same reason.  
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Since the cultural changes cut across the organization, positions are staffed sufficiently, 

and compliance has visibility to Corporate Leadership.  The changes are not dependent 

on a single individual and are therefore sustainable. 

Q. What prompted Peoples Gas to make these changes? 

A. In 2008, Willard Evans became the President of Peoples Gas.  Mr. Evans had a 

long history with Peoples Gas and significant operations experience.  However; he had 

been out of gas operations for approximately 10 years prior to becoming President.  

Upon becoming President, Mr. Evans concluded that procedures and execution of those 

procedures were not in line with his expectations.  To address his concerns; he 

implemented a series of incremental changes to improve performance.  In late 2010, 

Mr. Evans determined that his incremental changes were not changing the culture at 

Peoples Gas fast enough.  Therefore, he decided that significant organizational and 

personnel changes would be required to make Peoples Gas successful.  He flattened 

the organizational structure to increase the accountability of the leaders in each area.  

He and others reviewed the qualities of personnel at Peoples Gas to identify which of 

them could lead these areas to excellence.  Personnel from outside Peoples Gas were 

chosen for key leadership positions when no internal candidates could be found.  This 

effort resulted in the June 8, 2011 announcement (PGL Ex. 1.1). 

Q. Is this reorganization complete or does Peoples Gas plan additional 

organizational changes? 

A. The design of the organization is complete; however, staffing, training, and 

ingraining the new expectations into the organization are a continuing effort. 
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Q. How do these changes improve Peoples Gas’s ability to sustain compliance with 

pipeline safety requirements like cathodic protection? 

A. Sustainability occurs when we have the right people, with the right training, 

working in a culture that focuses on safety (pipeline safety and personal safety) and 

compliance.  This type of organization looks to identify and correct problems.  Peoples 

Gas is creating this type of organization as explained in my previous answers. 

Q. The organizational changes are not limited to cathodic protection, which is the 

subject of this proceeding.  How do you assure the Commission that cathodic protection 

compliance has been adequately addressed in these changes? 

A. The larger organizational changes I have described have resulted in changes in 

the corrosion area as described by Mr. Kinzle’s testimony.  Peoples Gas started its 

efforts to change its culture prior to the most recent the Commission Staff NOPVs 

related to corrosion protection.  Since changes in the corrosion monitoring and 

remediation are part of a larger cultural change at Peoples Gas, they are sustainable. 

Q. Has Peoples Gas taken steps to address staffing and training? 

A. Yes.  In 2011, prior to the start of the re-organization, Peoples Gas had 

approximately 1,165 FTEs (full time equivalent employees).  To support the announced 

changes, Peoples Gas is in the process of increasing staff size to 1,355 FTEs.  As of 

April, 2013, head count is at 1,280. 

In addition, an internal committee, of which I am a member, is developing a 

training program for supervisory personnel.  The program has been drafted and is in the 

pilot phase.  Mr. Kinzle also addresses training improvements in his direct testimony. 
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Q. Given past problems, how do you assure the Commission that the changes you 

described will lead to sustainable compliance and are not just to address the immediate 

concerns that Mr. Smith described? 

A. As stated in Mr. Kinzle’s testimony and as described in my testimony, the cultural 

changes and organizational changes necessary to assure sustainable compliance were 

initiated prior to Mr. Smith’s testimony.  As Mr. Kinzle’s PGL Ex. 2.2 demonstrates, 

improvements in the area of corrosion protection began a month before the citation was 

issued.  The improvement occurred because of the changes of our culture and not as a 

reaction to that particular NOPV or other NOPVs. 

Q. Given Peoples Gas’s opposition to a third party contractor to manage the 

cathodic protection program, what tools does the Commission have to monitor Peoples 

Gas’s compliance? 

A. The Commission’s Pipeline Safety Staff routinely monitors and audits Peoples 

Gas’s compliance with Pipeline Safety Act requirements.  For example, Commission 

inspectors routinely audit the adequacy of field activities including corrosion.  This 

includes verifying the activities are completed in accordance with our procedures and 

the code of federal regulations.  In addition, the Commission audits the records 

associated with these field activities to verify all activities are completed and completed 

on time.  As demonstrated by the Commission’s long history of enforcement related to 

corrosion, the issue has not been the inability of the Commission and its Staff to identify 

issues with corrosion; but, with Peoples Gas aggressively and consistently addressing 

the issue.  The cultural changes described in my testimony address this issue. 
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Q. Peoples Gas witness Mr. Kinzle is testifying about the status of Peoples Gas’s 

cathodic protection program and how it achieved compliance.  However, Mr. Kinzle has 

transferred to a new job with Peoples Gas’s affiliate North Shore.  How will that affect 

Peoples Gas’s compliance efforts? 

A. Mr. Kinzle did a fantastic job of resolving our issues with corrosion monitoring 

and remediation.  Because of his great competence at resolving these issues, he was 

promoted to a position of greater responsibility.  However, the improvements Mr. Kinzle 

made to the program are still in place, which include a better trained staff and 

streamlined processes.  Mr. Kinzle continued to guide the program while a replacement 

was selected. 

Peoples Gas hired John Newhouse to replace Mr. Kinzle in April 2013.  Mr. 

Newhouse comes to Peoples Gas after 30 years with Northern Illinois Gas Company 

(“Nicor”) and has been involved with managing Nicor’s compliance work over the last 20 

years.  More specifically, he was the manager of Nicor’s Corrosion Department for the 

last 10 years.  Mr. Newhouse comes highly respected amongst his peers. 

Furthermore, due to our culture changes, there is a greater level of accountability 

across the entire organization for assuring compliance.  This includes monthly metric 

reviews and monthly meetings between the corrosion control group and the shops to 

assure work is performed on schedule and within regulatory time frames.  In addition, 

there is a new level of accountability across the organization to assure compliance or, if 

we are non-compliant to identify it, report it, and correct it without be prompted by the 

Commission or other regulator. 
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Q. Neither you nor Mr. Kinzle disputed the facts that are the basis for Mr. Smith’s 

recommended $2 million civil penalty (Staff Ex. 1.0, 13-14).  Is the recommended civil 

penalty appropriate? 
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A. No.  As Mr. Kinzle states in his testimony, Peoples Gas has addressed the 

deficiencies that Mr. Smith identified, and, more importantly, is and has been in 

compliance with the cathodic protection requirements.  I have described the substantial 

changes that Peoples Gas implemented to sustain the compliance record for pipeline 

safety requirements, including cathodic protection.  A civil penalty will not induce 

Peoples Gas to make changes.  It has made the changes and did so as part of a 

broader initiative to improve compliance and not as a reaction to this proceeding. 

Q. In addition to the civil penalty, Mr. Smith also recommended, on page 14 of his 

direct testimony, that the Commission order Peoples Gas “to hire a competent third-

party contractor to manage its cathodic protection program for a period of no less than 

five years.”  Please summarize your concerns with this recommendation. 

A. This recommendation would be counterproductive for several reasons.2  As 

shown in PGL Ex. 2.2, Peoples Gas is current with its corrosion inspections and 

remediation.  The improvements were started prior to the citation proceedings, and it 

has been demonstrated that the improvements are sustainable with the current 

processes, procedures, and oversight.  We hired a new manager for this group, who 

has extensive experience and training in managing a corrosion department, to replace 

Mr. Kinzle.  Since this program is running well, to impose a contractor on this program 

 
2  I understand that Peoples Gas, in its briefs in this proceeding, may challenge the Commission’s legal 
authority to adopt this recommendation.  My testimony does not address those arguments. 
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at this time would be counterproductive and could result in unnecessary changes and 

challenges to a well-functioning program. 

The proposal also raises implementation questions and concerns.  For example, 

to whom is this manager accountable, Peoples Gas or the Commission?  If the program 

begins to fail under the contractor’s guidance, who must hold the contractor 

accountable?  Can Peoples Gas replace the contractor without the Commission’s 

permission if the contractor fails to perform, violates company policies when on the 

company’s premises, has inadequate insurance coverage, or other such common 

contract requirements? 

For all of these reasons, Peoples Gas is strongly opposed to this proposal.  

Q. Does this conclude your direct testimony? 

A. Yes. 


