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Q. Please state your name and business address. 1 

A. My name is Bradley A. Johnson, and my business address is WPS Resources Corporation 2 

(“WPS Resources”), 700 North Adams Street, P.O. Box 19002, Green Bay, Wisconsin 3 

54307-9002. 4 

Q. Mr. Johnson, by whom are you employed and in what capacity? 5 

A. I am employed by WPS Resources as its Vice President and Treasurer. 6 

Q. Mr. Johnson, please describe your education and business experience. 7 

A. I graduated from the University of Wisconsin - Eau Claire in 1976 with a major in 8 

accounting.  I received a Masters Degree in Business Administration from the University 9 

of Wisconsin - Oshkosh in 1984.  I joined Wisconsin Public Service Corporation 10 

(“WPSC”) as a Tax Accountant in November of 1979.  I have held various positions in 11 

the Tax Department and the Corporate Planning Department prior to being named 12 

Assistant Treasurer of WPS Resources in April 2001, Treasurer in February 2002, and 13 

Vice President-Treasurer in 2004. 14 

Q. Please describe your current duties and responsibilities. 15 

A. My responsibilities include directing the financing, treasury management (including cash 16 

management and accounts payable), financial analysis and forecasting, and oversight of 17 

financial risk management activities of WPS Resources and its affiliates. 18 

Q. What is the purpose of your direct testimony? 19 

A. I describe the series of transactions pursuant to the July 8, 2006 Agreement and Plan of 20 

Merger (the “Agreement” attached as Attachment A to the Application) between WPS 21 

Resources, a Wisconsin holding company, Wedge Acquisition Corp. (“Wedge”), a 22 

wholly-owned subsidiary of WPS Resources, and Peoples Energy Corporation (“PEC”), 23 
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an Illinois holding company, by which PEC will become a wholly-owned subsidiary of 24 

WPS Resources (the “Merger”).  I also explain why the Merger will not impair the ability 25 

of PEC’s regulated subsidiaries, The Peoples Gas Light and Coke Company (“Peoples 26 

Gas”) and North Shore Gas Company (“North Shore”) (collectively, the “Gas 27 

Companies”), to raise necessary capital on reasonable terms or to maintain reasonable 28 

capital structures.  I also provide the basis for WPS Resources’ request that the 29 

Commission not apply the “push down” accounting impacts of the Merger on the Gas 30 

Companies in future Illinois rate proceedings. 31 

Q. Please describe the Merger. 32 

A. WPS Resources will acquire the stock of PEC in exchange for WPS Resources stock that 33 

will be issued to PEC shareholders at the time of the Merger’s closing.  At the same time, 34 

Wedge will be merged with and into PEC, with PEC the surviving corporation.  At that 35 

time, PEC will be a wholly-owned direct subsidiary of WPS Resources.  The Gas 36 

Companies and PEC’s other subsidiaries will be wholly-owned indirect subsidiaries of 37 

WPS Resources. 38 

PEC shareholders will exchange their common shares for a fixed amount of WPS 39 

Resources common stock.  Under the Agreement, each PEC common share outstanding 40 

immediately prior to the reorganization will be converted into 0.825 shares of WPS 41 

Resources’ common stock, which, based on the closing prices on July 5, 2006 (the 42 

business day before news of the potential transaction became public), would result in an 43 

approximate value of $41.39 per share for PEC stock.  This exchange rate would 44 

represent a premium to PEC shareholders of approximately 14.2 percent, based on the 45 

20-trading day average closing prices for PEC ending July 5, 2006, and approximately 46 
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15.0 percent, based on the closing price for PEC on July 5, 2006.  After the Merger 47 

closes, current WPS Resources shareholders will own approximately 57.6 percent of the 48 

combined company, and current PEC shareholders will own approximately 42.4 percent. 49 

Q. How will the Gas Companies be operated after the Merger takes place? 50 

A. WPS Resources will be the parent corporation of PEC and its subsidiaries, including the 51 

Gas Companies.  WPS Resources will move its headquarters to Chicago, and will adopt a 52 

new name, which will be chosen under the procedure set forth in the Agreement. 53 

Peoples Gas and North Shore will each operate separately as a wholly-owned 54 

indirect subsidiary of WPS Resources.  Neither of the utilities will be merged with any 55 

WPS Resources entity.  Each utility will retain its current name and current Illinois 56 

headquarters, and will continue to operate as an Illinois public utility in its current service 57 

territory.  Likewise, all of WPS Resources’ current regulated subsidiaries will maintain 58 

their names and headquarters locations, including WPSC in Green Bay.  The energy 59 

marketing businesses of WPS Resources (WPS Energy Services, Inc.) and PEC (Peoples 60 

Energy Services Corporation and Peoples Energy Wholesale Marketing, LLC and its 61 

subsidiaries) will be combined and headquartered in the Green Bay area. 62 

The Gas Companies will be integrated into the WPS Resources system.  We are 63 

proposing that the companies become parties to WPS Resources’ affiliated interest 64 

agreement governing shared services among WPS Resources, WPSC and WPS 65 

Resources’ other regulated subsidiaries that has been approved by the Public Service 66 

Commission of Wisconsin.  Pursuant to that agreement, the Gas Companies will receive 67 

shared corporate, administrative and operational services primarily from WPSC on a fully 68 

loaded cost basis.  Initially, we will also leave in place the Commission-approved 69 
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affiliated interest agreements that govern transactions among PEC and the Gas 70 

Companies.  In her testimony, Ms. Diane Ford provides additional details on the post-71 

Merger affiliated interest arrangements. 72 

Q. Will the Merger impair the Gas Companies’ ability to raise necessary capital on 73 

reasonable terms or to maintain a reasonable capital structure? 74 

A. No, it will not.  WPS Resources’ current credit ratings at the holding company level are 75 

higher than PEC’s ratings.  WPS Resources’ senior unsecured debt is rated “A” by 76 

Standard and Poor’s (“S&P”) and “A1” by Moody’s.  PEC’s senior unsecured debt is 77 

rated “BBB+” by S&P and “Baa2” by Moody’s.  WPS Resources’ S&P ratings are two 78 

notches higher and its Moody’s ratings are four notches higher than PEC’s respective 79 

ratings. 80 

At the utility company level, WPSC is the only rated utility company in the WPS 81 

Resources family.  Its senior secured debt is rated “A+” by S&P and “Aa2” by Moody’s.  82 

Peoples Gas and North Shore, the rated utilities in the PEC family, each have senior 83 

secured debt ratings of “A-” by S&P and “A1” by Moody’s.  WPSC’s S&P and Moody’s 84 

ratings are two notches higher than those of the Gas Companies.   85 

With respect to commercial paper credit ratings, WPS Resources and WPSC carry 86 

“A-1” and “P-1” ratings from S&P and Moody’s, respectively.  PEC carries “A-2” and 87 

“P-2” ratings, and Peoples Gas carries “A-2” and “P-1” ratings.  North Shore is not rated 88 

for commercial paper. 89 

Based on the credit ratings, the combination of PEC with the more highly rated 90 

WPS Resources should provide the Gas Companies with access to the short- and long-91 

term capital markets on better terms than would have been possible absent the Merger.  In 92 
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addition, published commentary on the Merger by the two rating agencies that cover both 93 

WPS Resources and PEC support the potential for the PEC ratings to improve as a result 94 

of the Merger.  In fact, Moody’s announced that the PEC ratings were under review for a 95 

potential upgrade as a result of the announcement and the outlook on the Gas Companies 96 

was being upgraded from “negative” to “stable.” 97 

Q. Does the potential for credit rating improvements for the Gas Companies imply that WPS 98 

Resources’ credit ratings may be downgraded as a result of the Merger? 99 

A. No, it does not.  WPS Resources has clearly communicated its intent to maintain its 100 

current ratings following the Merger.  For example, in the financial community 101 

presentation on July 12, 2006, a transcript of which is attached as Applicants’ Ex. BAJ-102 

1.1, Mr. Larry Weyers stated the following: 103 

Our intent is to create a credit profile that maintains WPS 104 
Resources’ current credit profile.  This will support ongoing 105 
strategic initiatives and possibly further growth.  Finally, the 106 
combined company will have a larger equity market capitalization, 107 
with increased market liquidity.  This should enhance our ability to 108 
raise equity when needed. 109 

WPS Resources will maintain its current credit profile by maintaining appropriate equity 110 

ratios in its capital structure given the ultimate business mix of the combined company. 111 

Q. How will WPS Resources’ access to the equity markets be affected by the Merger? 112 

A. As a larger entity, the combined company will have improved stock liquidity.  This in 113 

turn will make the combined company’s stock more attractive to institutional investors 114 

interested in the ability to buy and sell stocks in larger volumes.  This should improve the 115 

combined company’s ability to market offerings of its stock when it needs to raise 116 

additional equity capital. 117 
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Q. Does WPS Resources expect any impacts on the Gas Companies’ financial statements as 118 

a result of the Merger? 119 

A. Yes, we do.  Under the current purchase accounting requirements applicable to business 120 

combinations under generally accepted accounting principles, WPS Resources, as the 121 

acquirer, will be required to adjust the carrying amounts related to the PEC assets and 122 

liabilities to the fair value of those assets and liabilities.  This will include the Gas 123 

Companies’ assets and liabilities.  The impacts on the Gas Companies’ financial 124 

statements are commonly referred to “push down accounting.” 125 

Q. What major areas of adjustment to the Gas Companies’ financial statements do you 126 

expect? 127 

A. The full purchase accounting analysis has not yet been completed, but based on 128 

information that is currently available to us, we expect two major areas of adjustment.  I 129 

will update this description if needed as more information becomes available. 130 

The first area relates to the accounting for pension and other post-employment 131 

benefit obligations.  As a result of the “fresh start” accounting required by Statement of 132 

Financial Accounting Standards (“SFAS”) 87 and 106, the accounting standards that 133 

specify the requirements related to accounting for pension and other post-employment 134 

benefits costs, the Gas Companies would be required to record a net liability related to 135 

pension and other post-employment benefit costs of $56.2 million at June 30, 2006 as a 136 

result of the Merger.  At June 30, the Gas Companies have recorded on their books a net 137 

asset related to these items of $88.5 million.  The difference of $144.7 million  represents 138 

costs experienced by the Gas Companies prior to the Merger, including experience losses, 139 

prior service costs, and transition costs, that have been incurred and deferred based on the 140 
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requirements of SFAS 87 and 106.  An example of experience losses would be 141 

investment performance during a given year that is less than the assumed investment 142 

returns based on actuarial assumptions.  Based on the requirements of SFAS 87 and 106 143 

these items are deferred and amortized to expense over time. 144 

The second area relates to recording an amount of goodwill assigned to the Gas 145 

Companies as a result of the Merger.  Under purchase accounting requirements, goodwill 146 

represents the amount of consideration paid in a transaction that cannot be specifically 147 

assigned to identifiable assets or liabilities. 148 

Q. What treatment is WPS Resources requesting for the push down accounting impacts on 149 

the Gas Companies for regulatory reporting purposes and in future rate-setting 150 

proceedings? 151 

A. We propose that these impacts not apply for regulatory reporting purposes or in future 152 

rate-setting proceedings.  Under this proposal, the Gas Companies’ future rate filings will 153 

not reflect the income statement and balance sheet effects of the push down accounting, 154 

and their rates would be set as if they had continued to follow their historic accounting 155 

practices with respect to the items impacted by the push down accounting.  This will 156 

allow pension and other post-employment benefit expenses to be reflected in rates 157 

consistent with the levels that would have been recorded without these push down 158 

adjustments.  In addition, the Gas Companies’ regulatory reports to the Commission will 159 

be presented without these impacts of push down accounting. 160 

Q. Why is this proposed treatment reasonable? 161 

A. This treatment will preserve the Gas Companies’ ability to recover reasonable costs they 162 

have incurred providing utility service.  This treatment is also consistent with the 163 
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treatment ordered by the Commission in its order approving the acquisition of Illinois 164 

Power Company by Ameren Corporation (Docket 04-0294). 165 

Q. Are there accounting impacts of adopting the proposal to ignore push down accounting in 166 

future rate setting proceedings? 167 

A. Yes, there are.  Because we will be ignoring the push down accounting for regulatory 168 

reporting and rate-setting purposes, pursuant to the requirements of SFAS 71, which 169 

defines the accounting requirements for regulated enterprises subject to cost of service 170 

regulation, this approach would result in the recording of regulatory assets and liabilities 171 

for the projected future rate impacts of this approach on the amount of expense recorded 172 

under the financial accounting requirements for these items.  Over time these regulatory 173 

assets and liabilities will be amortized to income or expense in a manner that results in 174 

the overall expense being recorded for financial reporting purposes that equals the 175 

amount recorded for regulatory reporting purposes. 176 

Q. How will the goodwill recorded on the Gas Companies’ financial statements be financed? 177 

A. As shown in the accounting entries sponsored by Ms. Diane Ford, the goodwill will be 178 

recorded as an equity contribution from the parent corporation.  For future rate-setting 179 

proceedings, the goodwill asset and the related equity balance will be disregarded in the 180 

development of the cost of service for the Gas Companies.  This will result a lower 181 

common equity ratio in the development of the cost of capital than if this portion of the 182 

common equity balance was included. 183 

Q. How does WPS Resources propose to capitalize the Gas Companies? 184 

A. We propose to capitalize them in a manner consistent with their past practices.  The 185 

current plan is to retain the debt and credit facilities that are currently in place to support 186 
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the Gas Companies’ operations, including their inter-company borrowing arrangements 187 

with PEC.  Their equity levels, excluding the amount related to goodwill, will be 188 

maintained at levels similar to those historically maintained for these companies.  This is 189 

expected to result in a common equity ratio for each of the Gas Companies of 190 

approximately 56% on an average annual basis excluding Other Comprehensive Income 191 

and the impacts of any goodwill.  This structure should allow the Gas Companies to 192 

maintain, or even improve, their current credit ratings and access to financial markets. 193 

Q. How does this approach compare to the manner in which WPS Resources currently 194 

capitalizes its newer utility affiliates in Michigan and Minnesota? 195 

A. This approach is very similar.  For the most recent additions to the WPS Resources 196 

system, Michigan Gas Utilities Corporation (“MGU”) and Minnesota Energy Resources 197 

Corporation (“MERC”), WPS Resources has established common equity targets 198 

comparable to the past practices of the acquired natural gas distribution systems, 199 

exclusive of the impacts of goodwill.  WPS Resources has also established board 200 

authorizations to provide the necessary flexibility to manage the common equity range 201 

during the year such that the targeted average for each year is achieved via a combination 202 

of dividends paid, equity infusions and equity returns of capital, within defined 203 

parameters.  One difference is that due to the relatively small size of the MGU and 204 

MERC operations, the debt portion of their capital structure is being supplied in the form 205 

of inter-company lending arrangements with WPS Resources.  This decision was made 206 

because these entities are not of sufficient scale to efficiently access the debt markets 207 

directly.  This approach is not being proposed for the Gas Companies because they have 208 
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historically accessed the debt markets directly, and we expect that this practice will be 209 

continued. 210 

The practices I have described for maintaining historical equity ratios are also 211 

followed with respect to WPSC (which directly accesses the debt markets) and Upper 212 

Peninsula Power Company (which obtains new debt requirements via inter-company 213 

lending arrangements with WPS Resources). 214 

Q. Does this conclude your direct testimony? 215 

A. Yes, it does. 216 
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Larry Weyers: I think we would like to go ahead and get started, if we could. By all means, go 
ahead and continue to eat. And we'll talk, and then we will open it up for questions and answers 
later on. 

Thank you all for being here this afternoon. I am Larry Weyers, the Chairman, President and CEO 
of WPS Resources Corporation. With me today is Tom Patrick, Chairman, President and CEO of 
Peoples Energy. And also, we have Joe O'Leary, Senior Vice President and Chief Financial Officer 
of WPS Resources; Tom Nardi, Executive Vice President and Chief Financial Officer of Peoples 
Energy; and Doug Ruschau, Vice President and Treasurer of Peoples Energy. 

Before we begin, I need to point out that this presentation contains forward-looking statements 
within the definition of the Securities and Exchange Commission's Safe Harbor rules, indicating pro 
forma and other information regarding the proposed combination of our two companies. Forward-
looking statements are beyond the ability of either company to control, and in many cases, neither 
WPS or Peoples Energy can predict what factors might cause actual results to materially differ from 
those from the forward-looking statements, and I would refer you to our filed documents pertaining 
to this. 

With that out of the way, I'd like to just state that as we announced earlier this week, WPS 
Resources and Peoples Energy have reached agreement on a definitive merger agreement that 
will combine our two great companies. Both companies are very excited about this transaction, and 
we believe that it represents a powerful strategic and financial combination. 

Today, we would like to review with you the highlights of that transaction and the benefits to key 
stakeholders, after which we will open it up for questions and answers. I know that some of you 
might have heard this presentation earlier this week in our teleconference, and I apologize to those 
people who are going to be sitting through this for a second time. But we wanted to stick to the 
presentation that we have already put out to the general public and the financial community today. 

Turning to slide four, we believe that this is a compelling transaction that creates a larger, stronger 
and a more diversified regulated utility business in the Midwest. In a consolidating industry, in 
which size and scale matters, we're convinced that both companies have found the very best 
possible partner. The combined companies will obtain the majority of its earnings from low-risk 
utilities operations, as is the case now for both companies. 

Our regulated utilities will remain our core business, and as such will generate a steady and reliable 
earnings and cash flow stream. These regulated utilities are good operational fits, and the 
combined regulated businesses will have greater market and regulatory diversity from a four-state 
marketing area. 

The combined service company will be better positioned to serve its customers. We will maintain a 
focus on operational excellence and a constructive regulatory approach, and we already have 
significant identified opportunities to grow our rate base through more capital investment. 

At the same time, the stability of our regulated businesses will give us the ability to continue 
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expanding prudently in complementary non-regulated energy marketing services. We will also 
continue to evaluate our other assets, including our oil and natural gas production and our non-
regulated power investments, as part of our active asset management strategy. 

Prior to closing, a transition team consisting of members from both companies will carefully 
evaluate the strategic options of all of our businesses, and the combined Board will consider these 
in order to maximize shareholder value and maintain a strong credit profile for the combined 
company. 

From a financial perspective, the transaction is attractive for both companies' shareholders. We 
project that it will be accretive to shareholders in 2008, excluding some residual transition costs that 
may remain in that year, once the companies have been integrated and our regulatory plans have 
been executed. 

We already have $80 million in identified potential annual synergies. About $72 million of that will 
come from our regulated business and another $8 million from our non-regulated businesses. 
These synergies will be achieved over time, and it is expected that a one-time cost to obtain these 
synergies of $200 million, approximately. 

Following the closing, current WPS Resources' shareholders will benefit from a 16.8% dividend 
increase, based on our current dividend. Peoples Energy shareholders will maintain about the 
same level of dividend income. The combined company will be committed to maintaining a strong 
balance sheet and credit profile. 

Our intent is to create a credit profile that maintains WPS Resources' current credit profile. This will 
support ongoing strategic initiatives and possibly further growth. Finally, the combined company will 
have a larger equity market capitalization, with increased market liquidity. This should enhance our 
ability to raise equity when needed. 

Now, I'm going to turn the podium over to my friend and colleague, Tom Patrick, who will discuss 
some of the key metrics of the combined companies. Tom? 

Tom Patrick: Thanks, Larry. We, at Peoples Energy, are excited about this transaction and believe 
it's a win-win for the shareholders of both companies. Both of our companies have for some time 
publicly expressed the desire to build scale so as to better compete in a consolidating industry. 

At Peoples Energy, we have found an ideal partner in WPS, whom we have admired for some time 
for their success in building value for their shareholders through their regulated and non-regulated 
businesses. 

The terms of the deal are attractive to both companies' shareholders. The earnings from the 
combined company will come predominantly from regulated utility operations, which lend stability to 
earnings and cash flows. In addition, synergies will be derived from both regulated and non-
regulated sources. 

Turning to slide five -- somebody got to do that for me. 

The combined company will be a leading regional energy company. On the regulated side, we will 
have about -- this is real approximate -- 1.637 million natural gas customers and about 477,000 
electric customers, over 2.1 million customers in total. Total assets will be about $9.2 billion. 

The combined company's market cap will be an estimated $3.6 billion, and it will have an enterprise 
value of about $6.1 billion. Combined adjusted historical EBITDA for the 12 months ending March 
31, 2006 would have been approximately $675 million. On a pro forma basis, regulated operations 
would have accounted for 60% of this combined adjusted historical EBITDA. 

Larry, back to you. 

Larry Weyers: Okay. The next slide summarizes the terms of the transaction. Under the definitive 
merger agreement, which was unanimously approved by both of our Boards of Directors, each 
common share of Peoples Energy outstanding immediately prior to the merger will be exchanged 
for 0.825 shares of WPS Resources common stock. 

As of Wednesday, July 5, 2006 closing prices prior to the publication of the article in the Wall Street 
Journal, this would result in an approximate value of $41.39 per share for Peoples Energy stock 
and represents a premium to Peoples Energy shareholders of approximately 14.2% based on the 
20-day trading average closing prices ending July 15, 2006 and approximately 15% based on the 
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closing price for the Peoples Energy on July 5, 2006. 

Upon consummation of the merger, WPS Resources shareholders will own approximately 57.6% of 
the combined companies, and Peoples Energy shareholders will own approximately 42.4%. After 
closing, it is intended that the dividend of the combined companies will be 66 cents per quarter. 

I will serve as President and CEO of the combined companies. My colleague and friend Tom 
Patrick, Chairman, President and CEO of Peoples Energy, announced earlier this year his intention 
to retire. Jim Boris, the current lead director for Peoples Energy, will serve as the non-executive 
Chairman of the Company -- of the Board. 

The Board of Directors will have an executive committee, comprised of myself and Bob Gallagher, 
who is currently the lead director for WPS, and Jim Boris and Keith Bailey from the People's Board. 
The majority of the combined company's Board members will come from WPS Resources. Other 
key members of the combined company's management team will be determined at a later date. 

The combined holding company headquarters will be located in Chicago, while the regulated 
operating units will retain their existing headquarters. The non-regulated energy marketing 
businesses of the combined company will also be headquartered in Green Bay, Wisconsin. 

Now, let me take you through some of the benefits to shareholders and other key stakeholders in a 
little bit more detail. The combine company's shareholders will benefit from six main sources of 
value. First, our regulated business operations will be larger and we will have greater regulatory 
diversity. We will have constructive and proactive dialogue with regulators in all of our jurisdictions. 
In addition, service territories stretching through four states will provide diversity in terms of the 
markets served. 

Second, there are significant capital investment opportunities to grow our rate base. Construction of 
Weston 4 is expected to be completed in 2008. That's our coal-fired plant that we're building in 
Central Wisconsin. Through March 31, 2006, capital expenditures on this project since its inception 
are $317 million. Total capital expenditures by the end of the project will be $549 million. We also 
see opportunities to accelerate Peoples Energy Corporation's infrastructure modernization capital 
program in Illinois, provided the right regulatory framework is put in place. 

Third, our 33% stake in the American Transmission Company provides regulated earnings growth. 
As you know, there has been very good regulatory support from the Federal Energy Regulatory 
Commission and the State Commissioners for expansion and improvement of the transmission 
systems in the Upper Peninsula Power territory and also in Wisconsin. And we stand to benefit 
from that expansion. 

Our non-regulated energy marketing businesses are also complementary and provide a strong 
growth platform, giving us a larger and more diversified presence in attractive markets. We see 
continued growth for them within a robust and disciplined risk management framework. 

We'll also continue our rigorous asset management strategy. As you know, both companies 
announced recent divestitures; Sunbury and Guardian pipeline for WPS Resources and the power 
generation assets of Peoples Energy. This asset review will extend to Peoples Energy's oil and 
natural gas production operations, as well as WPS Resources' ongoing review of its non-regulated 
power generation assets. And I would quickly add that they will also extend to all of the assets in 
the combined companies. 

Finally, we see that the potential opportunity to realize approximately $80 million per year in pre-tax 
synergy savings to be achieved over time, about $72 million of that on the regulatory side and 
about $8 million on the non-regulated side. 

Turning to slide nine, our employees and our service area communities are also key stakeholders 
in this transaction. We will continue striving to enhance the customer experience in all of our 
businesses, and we believe consumers will benefit from the sharing of best practices and our 
strong commitment to service quality. In fact, WPS Resources has a history of serving customers 
and being recognized for doing that. 

One example is that in 2005, J.D. Power & Associates electric and natural gas customer 
satisfaction studies indicated that Wisconsin Public Service achieved an overall satisfaction rating 
within the Midwest of fourth out of 19 utilities in the electric and fifth out of 20 utilities in the natural 
gas study. J.D. Power & Associates classified Wisconsin Public Service Corporation -- that's our 
electric and natural gas subsidiary -- as an all-time best residential electric performer, because we 
ranked in the top quartile nationally over a seven-year period, an indication that Wisconsin Public 
Service has a strong record of performing for customers. 
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The second example is that of -- in 2005, MastioGale customer satisfaction survey listed WPS 
Energy Services -- that's our non-regulated energy marketing subsidiary -- as fourth out of 38 in 
overall customer satisfaction. Since first appearing in that survey in 1999, WPS Energy Services' 
customers have consistently ranked it in the top 10 in the MastioGale customer satisfaction ratings. 
A new feature of the 2005 MastioGale study, the customer value index score, combined price and 
customer satisfaction rankings into a single rating of the Company. WPS Energy Services finished 
second in that index. 

In 2006, WPS Resources was named Fortune's "Most Admired Company" in the energy industry, 
and Forbes named us the "Best Managed Utility Company in America". We will strive to maintain 
and further enhance that reputation going forward. In addition, Peoples Energy has a 150-year 
tradition of reliable service and innovation in the Chicagoland area, and we hope to build on that 
tradition. 

Recognizing the talented, dedicated and professional employees are the key to success in any 
business, we will also continue to emphasize strong employee relations. The combined company 
will provide greater opportunities for our employees, by virtue of not only a larger service area and 
diverse operations, but also our larger growth platform and our improved ability to take advantage 
of strategic opportunities. 

Finally, we will maintain our commitment to improving the communities in which we serve, and the 
combined company will maintain the strong civic, community and philanthropic presence that both 
companies now have. 

The next slide provides a summary of our regulated businesses, which will combine to provide the 
combined company with a stable growth -- stable organic earnings growth. Our utility service 
territories are attractive and vibrant, and diverse economies and healthy market conditions. We will 
focus our capital investment program on regulated generation and distribution operations that will 
grow rate base while maintaining competitive utility rates for our customers. 

We will share core values across the organizations, and will work hard to have a constructive 
regulatory approach that is so critical to long-term success. Once we've combined the businesses, 
we also see the potential for synergies by sharing of best practices and eliminating redundant and 
overlapping functions. Finally, our strong balance sheet will enable us to continue to maintain 
strong credit ratings and ready access to the capital markets. 

The next slide summarizes our wholesale and retail electric marketing businesses, which are also 
very complementary. We see strategic opportunities to grow in our current service areas by 
combining our focus on retail and wholesale customers, as well as expanding into new territories. 

The combination of our two businesses leverages their expertise, reputation and assets and 
expands their geographic reach. For example, we will have a strong presence when the Illinois 
electric markets open in 2007. Both of the organizations take a disciplined approach to risk 
management, which has been ingrained over the years in the culture of both companies. 

I'll turn now the podium over to Tom, who will discuss Peoples' oil and natural gas production 
business and the financial highlights and business mix for the new company. Tom? 

Tom Patrick: Okay. Thanks, Larry. On this slide, 12, we have summarized Peoples Energy's oil 
and natural gas production business, which has been a significant source of growth in earnings for 
us in recent years. Those assets include approximately 235 billion cubic feet of proven reserves on 
a pro-forma basis, as well as a significant amount of probable reserves and a large inventory of 
drilling opportunities. 

Now, we'll turn to financial highlights. On slide 14, the transaction is projected to be accretive to 
shareholders in 2008, excluding residual transition costs, once the companies have been 
integrated and regulatory plans have been executed. The combined company will offer a strong 
and sustainable dividend, which Larry will have more to comment on in a minute. The combined 
company will also remain committed to credit quality and balance sheet strength. Our objectives 
are to maintain WPS Resources' strong investment-grade rating and to use our combined balance 
sheet and financial profile to support our growth. 

Slide 15 illustrates the pro-forma business mix. As shown, regulated utility EBITDA represented 
about 60% of total combined results on a 12 months ended March 31, 2006 basis. 

Now, I'll give the call back to Larry to discuss synergies and the dividend. 

Larry Weyers: Thank you, Tom. The next slide provides details regarding the estimated annual 
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synergies that we expect from this transaction. The combined company estimates steady-state 
synergies of approximately $80 million. We see an opportunity for savings from corporate overhead 
and redundancies such as corporate staff, IT integration, administrative and public company costs, 
facilities and a few others. We have an aggressive timeline for implementation and execution. Our 
transition teams will be focused on delivering operational excellence. 

In addition, the combined company will continue to work towards long-term implementation of best 
practices. One-time costs to achieve are expected to be about $200 million for such things as IT 
integration, upgrades, severance and relocation and other fees and expenses. Our synergy 
estimates are based upon an analysis which was prepared both with our internal people and with 
assistance from Booz Allen Hamilton, the nationally recognized consulting firm with a great deal of 
expertise in that particular area. 

Turning to the next slide, a strong dividend has always been important to the shareholders of both 
companies. WPS Resources has been increasing dividends for 47 consecutive years while still 
maintaining strong credit ratings. Peoples Energy also has a long tradition of maintaining a strong 
and growing dividend. We intend to continue this tradition in the years ahead. After closing, it is 
intended that the dividend of the combined companies will be 66 cents per quarter. 

This expected combined company dividend will represent a 16.8% increase to the current quarterly 
dividend rate for WPS Resources shareholders and after taking into account the exchange ratio, a 
continuation of the annual dividend income stream for Peoples Energy's shareholders. The 
combined company payout ratio will be in line with our peers, and we will target an average annual 
payout ratio between 60 and 65%. 

Let me now turn the podium back over to Tom to discuss our execution plan and the regulatory 
steps that need to be put in place in order to complete this transaction. 

Tom Patrick: Thanks. The transaction timeline is laid out on slide 19. During the third quarter, we 
anticipate filing our joint proxy statement and regulatory filings. Developing the detailed transition 
implementation plan and obtaining the needed approvals will take us through the end of the year, 
and we anticipate holding shareholder meetings for each company during the last calendar quarter 
of this year. While there is some chance we could receive the regulatory approvals in December, 
we believe January or February is more likely. We will close very soon after we receive those 
approvals. 

In terms of regulatory milestones, on slide 20, as I noted earlier, we plan to file for regulatory 
approval in Illinois by August and we will seek expedited review. Our filing will include a request for 
a regulatory mechanism that will facilitate the acceleration of planned infrastructure modernization 
in the City of Chicago. 

Peoples Gas and North Shore Gas for some time have been discussing the need for rate relief. 
And their plan is to make rate case filings with the Illinois Commerce Commission. These filings will 
be delayed to allow for a clear focus by all parties on the merger filing. As the merger process 
proceeds, Peoples will continue to discuss and evaluate when the best timing for these rate filings 
might be. 

Larry Weyers: Now, just a quick comment on the rate case that Wisconsin Public Service 
Corporation has filed. We filed that rate case back in March 31st of this year. Hearings have been 
scheduled for September, and we anticipate that an order will be received in December and the 
rates will become effective in January. 

So before we open it up to questions and answers, I'd just like to summarize. We believe the 
combination of these two companies creates value for all stakeholders. It will create a regional 
energy leader that is focused on customer service excellence, and we continue to grow and 
enhance our core regulated operations and the non-regulated energy marketing businesses. In 
addition, we will continue to implement our asset management strategy while we maintain strong 
credit quality and focus on an ultimate goal of creating long-term value for shareholders and 
benefits for all of our stakeholders. 

So with that, I guess what we would like to do is open it up for questions. Tom and I will try to 
respond to any questions that you might have. 

Questions and Answers 

A - Larry Weyers: Yes, sir, right here. 

Q: I was wondering if you could just talk a little bit more about what kind of reaction you've had 
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particularly at the ICC. You've had a couple of days. I know you guys probably spoke to them 
initially, but if you could give a little bit more of a flavor for what their biggest concern was or focus 
was or positive was, whatever, that they -- what is it -- how they actually responded to this? And if 
you could just give us a little more of a flavor for that, I think that would be helpful. The second 
question I have for you is on the rate relief question. I understand the idea of getting this thing 
through or getting this thing -- this process underway, because that really means that we are not 
going to have probably a filing until after the ICC rules on it? And just in general, what about the 
idea of bundling them together? Is that just completely unrealistic concerning -- if the ROE is as low 
as you guys are saying it is, we would just expect that there would be some sort of relief going 
underway relatively soon. And I'm just trying to get a little bit more of a flavor for the strategy behind 
that. Yeah. 

A - Thomas Patrick: Why don't I start, and Larry, add what you wish on this. Just in terms of 
communication with the Commission, we've only had preliminary communication with the 
Commission about this. We haven't gotten into detailed discussions with anyone. And so I can't say 
that I have a specific response from the Commission. I'd say that if you would judge by the public 
comments made by a variety of folks, they are encouraged and will be relatively welcoming to 
WPS. Larry dwelled for some time on their excellent record of customer service and their excellent 
record in terms of dealing with regulators in Wisconsin, and that is very much a plus. It's no secret 
that we have had some bumps in the road in our relationship with the Illinois Commerce 
Commission. And while we believe we have put that behind us, to the extent there is any residual 
concerns there, bringing in a partner like WPS, with its sterling reputation, can only bode well for 
us.  

A - Larry Weyers: With regard to your second question, we have had a lot of our experts trying to 
think about the appropriate regulatory strategy. And we've decided that we would segregate, 
separate the two filings, one for the approval of the merger and then to file a rate case after the 
merger decision is made. The reason we did that is primarily because if you mix the two, it gets to 
be a little bit confusing, and you could get conditions that are probably somewhat onerous, more 
onerous than if you separate the two, have a clear path to decide if the merger is going to take 
place. And then, we can determine what rate relief is needed and file at that time. I think it would 
also potentially delay the transaction approval if we included it with a rate filing. So that was 
basically the logic behind that. We have a lot of minds who know a lot more about it than I do 
working on that, and we decided that would be the clearest strategy. Other questions?  

A - Thomas Patrick: Let me just add one more point on that, because in terms of setting ourselves 
up as best as possible to achieve a speedy merger approval, we are relying on the fact that, in fact, 
the Illinois Commission has a track record in recent years of acting pretty quickly on merger 
applications. So to the extent we minimize unnecessary complications, it can only help us to 
achieve that goal.  

A - Larry Weyers: Questions back there.  

Q: [Question Inaudible]. 

A - Larry Weyers: The question is, how much overlap is there in the marketing base of our two 
non-regulated marketing businesses. Is that correct?  

A - Thomas Patrick: Very little, actually. We operate primarily in Illinois, and that is a jurisdiction 
where Energy Services Incorporated, ESI, WPS's group, WPS/ESI operates to an extent, but that's 
far and away where we are most concentrated in both electric and gas sales. We also operate in 
Michigan. They are far more diverse and spread in quite a number of other locations.  

A - Larry Weyers: WPS Energy Services does operate in Michigan extensively, and also we do 
have an operation in Illinois. But it's a relatively new operation in Illinois and hasn't been expanded 
yet. So we're looking forward to the combination there as being very synergistic and pretty powerful 
in the marketplace.  

A - Thomas Patrick: And timely, because beginning in 2007, which is not very far away, the 
electric market in Illinois finally opens up, and the combined company will be well-positioned to take 
advantage of that.  

A - Larry Weyers: Back there. 

Q: [Question Inaudible]. 

A - Larry Weyers: So the question is, how much goodwill is there in the transaction, where will it 
hang on the balance sheet, and will we make any efforts to try to recover some of that? Is that 
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correct? And we're going to call on our Chief Financial Officers, so they don't get a free trip out 
here. So I'm not sure which one of you is going to answer this.  

A - Joe O'Leary: I can take that one, Larry.  

A - Larry Weyers: This is Joe O'Leary from WPS Resources.  

A - Joe O'Leary: Hi. At this time, we haven't worked out all the accounting for this transaction. We 
expect to have that done in time for the filing of the joint proxy and the S-4. We will also have that 
taken into consideration when we do the filing of the application with the ICC.  

A - Larry Weyers: There is follow-up back there. 

Q: [Question Inaudible]. 

A - Larry Weyers: The question is, do we know the magnitude of the goodwill?  

A - Joe O'Leary: Well, we are still working out the details on all of that. When you make an 
acquisition, as the acquiring company, we have to write the assets up to their fair value. So we're in 
the process of determining all that.  

Q: [Question Inaudible]. 

A - Larry Weyers: The question is, is it a relatively small item, or --?  

A - Joe O'Leary: The one item you that might not be thinking about are the oil and gas properties. 
They have a value fairly much in excess of their book value. So writing up the oil and gas 
properties does create a fairly large purchase accounting adjustment. Then there are other things 
that go the opposite direction. So the purchase accounting adjustment process is fairly complicated 
to get through this, and both companies' accounting departments really need to get their heads 
together and work on that. That will take some time. 

Q: [Question Inaudible]. 

A - Larry Weyers: The question is, can we comment on the tax basis of the oil and gas 
companies?  

A - Joe O'Leary: No. We've not disclosed that number, and that is something that we may include 
at a later time. But we've not disclosed that number yet. 

Q: Yes. What is your long-term outlook on E&P? Are you now more excited about -- going forward, 
what do you plan on doing with E&P properties? Is this a core business that you want to grow? 
What are your thoughts about E&P through this acquisition?  

A - Larry Weyers: Well, my thoughts are basically that this is a profitable operation for Peoples 
Energy right now. WPS Resources doesn't know a whole lot about this E&P business. We have not 
been in the E&P business. We have been studying it through the due diligence period, but both 
companies have not made any decisions about any of the assets, including E&P, at this point. And 
right now, we're just counting on it being a profitable operation going forward. But as you know, 
WPS Resources has an active asset management function within its organization, and we 
periodically look at all of our assets and determine whether we have the right portfolio or not. So 
we're going to be taking a look at all the assets when these two companies come together and 
making some decisions. But right now, we're assuming that it's going to continue to be a profitable 
part of our operation. 

Q: Comment a little further, I guess, on the E&P properties, I mean, like probable reserves, like 
color on the hedging program. 

A - Tom Patrick: Off the top of my head, I could not give you what the probable reserve numbers 
are, but we probably have that disclosed in some fashion. Tom can let you know about that. 
Hedging -- we have had relatively heavy hedges; that's the reason why we did not earn as well in 
that business a year ago. Those have been rolling off as we've also -- and we have been building 
production this year, so the negative effect of hedges on the business is a declining factor. And by 
2008, the amount of hedges being carried will be relatively quite small. Any further hedges, we 
would probably conduct, at this point, with some consultation and coordination with WPS. 
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Q: A question about the generating assets that both companies own. Obviously, PGL's are in that 
process. Are WPS's also considered non-core, at this point?  

A - Larry Weyers: The question is regarding the generation assets that we own in the non-
regulated businesses, and whether or not they are considered core at WPS. At this time, the WPS 
is taking a look at all of the assets that we own. There has been some shifts in the marketplace 
where we own these assets, and obviously one of those big shifts in the marketplace is that the 
value of capacity has gone from something to almost nothing in many markets. As a result of that, 
it's becoming difficult to compete in some of those marketplaces, particularly if you have utility 
players in those markets. And so as you know, we're selling our Sunbury plant. We are taking a 
close look at our New York assets, have made no decisions on those assets yet. And then, the 
other generation facility that we have is Westwood, in Pennsylvania. And as I said, we periodically 
look at all of our assets to determine whether or not they are performing up to snuff, whether the 
marketplace is still as receptive to that asset becoming a good performer or not. 

Q: [Question Inaudible]. 

A - Larry Weyers: The question is, with regard to the balance sheet, how do we plan to rebalance 
the balance sheet, assuming that we're going to get large cash inflows from the sale of maybe 
some of these generation assets that I just talked about. I hope the inflows are large enough so it's 
a big problem for me, but I don't know that that's going to be the case. In any case, we still have a 
lot of construction to do on Weston 4. That's going to require something on the order of probably a 
couple hundred million dollars more than has already been put into that. It's on schedule and on 
budget. It's just that it won't be done until 2008, and will require additional capital during that period 
of time. We're also committed to construct the Arrowhead to Weston transmission line. And as you 
probably know, we have the right to put in all of the equity for that. It's a terrific investment, but it 
does require cash flow for us to do that. We also just acquired two utilities, one in Michigan and one 
in Minnesota, which will require some -- which has required some cash outflows to do that. So we 
have lots of places to put money to invest. We believe they are very good investments for us, but it 
does tend to keep the balance sheet in line. And Tom just reminded me that there's a construction 
program in Chicago where they put about $80 million a year into their CapEx program. But I hope 
you are right. I hope those cash inflows are so great that I have a problem with them. Any other 
questions, comments, concerns? If there are no others, we very much appreciate all of you being 
here today. And if you have any questions, you can call Tom or me or you can call anyone in our 
companies, quite frankly. Our two Chief Financial Officers are here today to talk about it with 
anybody who would like to. So thank you all for coming. And we very much appreciate your interest 
in our companies and in our combination. 

END 
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