
Applicants’ Ex. LTB-2.0 

 

 
STATE OF ILLINOIS 

 
ILLINOIS COMMERCE COMMISSION 

 
 
WPS Resources Corporation, Peoples Energy  
Corporation, The Peoples Gas Light and Coke 
Company, and North Shore Gas Company 
 
Application pursuant to Section 7-204 of the 
Public Utilities Act for authority to engage in a  
Reorganization, to enter into an agreement with 
affiliated interests pursuant to Section 7-101, 
And for such other approvals as may be required 
under the Public Utilities Act to effectuate the 
Reorganization. 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

 
 
 
 
 Docket No. 06-0540 

 
 

Rebuttal Testimony of 

LAWRENCE T. BORGARD 

President and Chief Operating Officer - Energy Delivery 

WISCONSIN PUBLIC SERVICE CORPORATION 

 

 



 

Docket No 06-0540 
Applicants’ Ex. LTB-2.0 

Page 1 of 9 

Q. Please state your name and business address. 1 

A. My name is Lawrence T. Borgard, and my business address is WPS Resources 2 

Corporation, 700 North Adams Street, P.O. Box 19002, Green Bay, Wisconsin 54307-3 

9002. 4 

Q. Are you the same Lawrence T. Borgard who provided Direct Testimony on behalf of 5 

WPS Resources Corporation (“WPS Resources” or “WPSR”) in this proceeding? 6 

A. Yes, I am. 7 

Q. What is the purpose of your rebuttal testimony? 8 

A. The purpose of my rebuttal testimony is to respond to various operational issues raised in 9 

the direct testimony of the following Illinois Commerce Commission (“Commission”) 10 

Staff (“Staff”) and intervenor witnesses: Staff witness Dennis L. Anderson, Utility 11 

Workers Union of America, AFL-CIO, and UWUA Local Union No. 18007 (“UWUA”) 12 

witness James Gennett, and Citizens Utility Board-City of Chicago (“CUB-City”) 13 

witness J. Richard Hornby. 14 

Service Quality 15 

Q. Staff witness Mr. Dennis Anderson assessed the Merger, as that term was defined in my 16 

direct testimony, in the context of the requirement of Section 7-204(b)(1) of the Public 17 

Utilities Act, 220 ILCS 5/1-101, et seq. (“the Act”), that the Commission find that the 18 

Merger will not diminish the utilities’ ability to provide adequate, reliable, efficient, safe 19 

and least-cost public utility service.  220 ILCS 5/7-204(b)(1).  Mr. Anderson raised 20 

questions regarding future budgeted levels of capital projects and operations & 21 

maintenance activities, and the development of plans to analyze certain areas within the 22 
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physical gas systems of The Peoples Gas Light and Coke Company (“Peoples Gas”) and 23 

North Shore Gas Company (“North Shore” and, collectively with Peoples Gas, “the Gas 24 

Companies”), and as a result recommended that certain conditions be imposed on the 25 

Merger.  Do Applicants agree to those conditions? 26 

A. Yes.  Although Applicants do not necessarily agree with Mr. Anderson’s assessment of 27 

those topics, given his conclusion that Applicants’ acceptance of certain conditions (with 28 

modifications from those originally proposed by Staff in certain data requests, as noted in 29 

Mr. Anderson’s testimony) addresses the questions he raised, Applicants will not respond 30 

to Mr. Anderson’s particular concerns point by point.  Applicants agree to the following 31 

conditions being placed in the order approving the Merger: 32 

• The Gas Companies will maintain their respective capital expenditure budgets and 33 
operation and maintenance budgets associated with their physical gas systems, 34 
specifically, distribution, transmission, measurement, and storage, for the 35 
aggregate period 2007 through 2009 at levels that will equal or exceed the actual 36 
capital and operation and maintenance expenditures, excluding unusual items of a 37 
non-recurring nature, by each company during the aggregate three-year period of 38 
fiscal 2004 through fiscal 2006.  [Staff data request ENG 1.68] 39 

• Peoples Gas will pay for the professional fees and costs of an independent outside 40 
consultant with appropriate experience and expertise to (i) conduct a study of 41 
Peoples Gas’ cast and ductile iron main replacement program and (ii) make 42 
recommendations regarding appropriate improvements to the program and its 43 
implementation. In order to start the study as soon as possible, Peoples Gas with 44 
input from the Commission Staff shall select the outside consultant and oversee 45 
the conduct of the study. The study shall: (1) assuming a consultant can be 46 
selected in a timely manner, be completed no later than March 1, 2007, so that it 47 
can be used in support of the rate case anticipated to be filed in early 2007 and 48 
discussed in Mr. Schott’s direct testimony; (2) identify the main replacement 49 
criteria currently utilized by Peoples Gas (including the ZEI criteria resulting 50 
from the prior study commissioned by Peoples Gas); (3) determine how the 51 
existing replacement program criteria have been implemented by Peoples Gas; (4) 52 
determine the current status of the main replacement program; (5) recommend 53 
criteria for the replacement of cast and ductile iron main to be utilized on a going 54 
forward basis; (6) recommend a schedule for the replacement of cast and ductile 55 
iron main on a going forward basis; and (7) include an estimate of the costs for 56 
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the replacement program based on the recommendations included in the study. A 57 
copy of the study, its recommendations and cost estimates shall be provided to the 58 
Director of the Energy Division upon completion.  59 

Peoples Gas also commits to conduct follow-up studies at five year intervals of (i) 60 
the status of Peoples Gas’ cast and ductile iron main replacement program; and 61 
(ii) make recommendations regarding appropriate improvements to the program 62 
and its implementation. The outside consultant used for the initial study would 63 
conduct these follow-up studies. If that consultant is unavailable for any reason, 64 
then Peoples Gas with input from the Commission Staff shall select the outside 65 
consultant and oversee the conduct of the study. A copy of the follow-up studies 66 
shall be provided to the Director of the Energy Division upon their completion. 67 
The Commission through its Staff shall determine when the follow-up studies are 68 
no longer necessary.  69 

By agreeing to these studies Peoples Gas would not be agreeing to be bound by 70 
the findings, conclusions and recommendations of the studies. Peoples Gas would 71 
reserve the right to dispute findings, conclusions and recommendations, and to 72 
propose alternative courses of action, in the 2007 rate case or other appropriate 73 
regulatory proceedings. [Staff data request ENG 1.64] 74 

• The Gas Companies will (i) provide the results of a query to identify all active 75 
non temperature compensating meters set outside and inactive non temperature 76 
compensating meters set outside which become active, to the Director of the 77 
Energy Division as an email on a weekly basis; and (ii) stop installing and/or 78 
reinstalling non temperature compensating meters by the later of January 1, 2007, 79 
or the date an order in this case is entered, subject only to the availability of 80 
appropriate meters.  [Staff data request ENG 1.65] 81 

• The Gas Companies commit to (i) conduct a study to determine the current status 82 
of the Automated Meter Reading (“AMR”) system operation by reviewing the 83 
number of malfunctioning units during the period 2004-2006 (ii) determine the 84 
amount of time required to repair and return to service malfunctioning AMR units 85 
for the period from 2004 to 2006 and (iii) create or update procedures regarding 86 
the Gas Companies’ practices for the identification and repair of malfunctioning 87 
AMR units. The Gas Companies shall inform the Commission of the current 88 
status of the AMR system and the time to identify and repair malfunctioning 89 
AMR units for the period 2004 – 2006 within 6-months of the closing of the 90 
proposed transaction and shall provide their procedures for identifying and 91 
repairing malfunctioning AMR units within 9-months of the closing of the 92 
proposed transaction. The Gas Companies shall also consult with Staff regarding 93 
the creation or updating of procedures regarding the Gas Companies practices for 94 
the identification and repair of malfunctioning AMR units. If any disagreements 95 
arise between Staff and the Gas Companies regarding the appropriate procedures 96 
to create or update, such disagreement shall be submitted to the Commission for 97 
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resolution. A copy of this study and the final procedures shall be provided to the 98 
Director of the Energy Division.   99 

Peoples Gas and North Shore would use reasonable efforts to gain access to the 100 
customers’ premises in order to successfully implement procedures related to the 101 
identification and repair of malfunctioning AMR units, but the success of any new 102 
or updated procedures would depend on customer cooperation. [Staff data request 103 
ENG 1.66] 104 

• The Gas Companies commit to conduct a study to determine the adequacy of their 105 
meter reading practices and their compliance with 83 Illinois Administrative Code 106 
Part 280 (“Part 280”) related to the timely reading of customer meters.  This study 107 
must determine the number and the duration of unread meters for the time period 108 
2004 to 2006 within 12 months of the closing of the proposed transaction. The 109 
Gas Companies shall also consult with Staff regarding the creation or updating of 110 
procedures regarding the Gas Companies procedures and practices that ensure 111 
meters are adequately read and the Gas Companies’ actions are in compliance 112 
with Part 280. If any disagreements arise between Staff and the Gas Companies 113 
regarding the appropriate procedures to create or update, such disagreement shall 114 
be submitted to the Commission for resolution. The Gas Companies shall provide 115 
a copy of these studies and the revised procedures to the Director of the Energy 116 
Division and the Director of the Consumer Services Division. 117 

Peoples Gas and North Shore would use reasonable efforts to gain access to the 118 
customers’ premises in order to successfully implement procedures related to the 119 
timely reading of customer meters, but the success of any new or updated 120 
procedures would depend on customer cooperation.  [Staff data request ENG 121 
1.67] 122 

Q. UWUA witness Mr. James Gennett and CUB-City witness Mr. J. Richard Hornby both 123 

make recommendations for merger conditions relating to review and approval of the 124 

Applicants’ business plans and operations following the Merger.  Specifically, UWUA 125 

witness Mr. Gennett suggests that Applicants should be required to submit transition 126 

plans, addressing how they intend to operate Peoples Gas following the Merger, to the 127 

Commission and to allow public comment on them.  Similarly, CUB-City witness Mr. 128 

Hornby indicates that Applicants should be required to file a service quality plan in the 129 

first rate case following the Merger, to be subject to review and approval by the 130 

Commission, in order to improve service quality.  Please comment on these proposals. 131 
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A. These proposals should both be rejected because they go beyond the requirements of the 132 

Act and are otherwise unnecessary.  The Act requires that the Commission find that a 133 

proposed reorganization will not “diminish” a utility’s service quality.  Mr. Anderson has 134 

conducted Staff’s review of the Merger from this perspective and has found that it meets 135 

the Act’s requirement so long as certain conditions are imposed, to which Applicants 136 

have agreed.  Neither Mr. Gennett nor Mr. Hornby provide any evidence that the Merger 137 

will diminish the Gas Companies’ service quality.   138 

Q. Turning to Mr. Hornby’s proposal, do you agree that Applicants should be required to file 139 

for review and approval with the Commission a proposed service quality plan for the Gas 140 

Companies including a particular set of service quality metrics? 141 

A. No, I do not.  Although Applicants are always willing to share data they gather relating to 142 

service quality with Staff and other parties, and to listen to suggestions about other 143 

metrics that may be of value, it is inappropriate to impose a particular set of service 144 

quality metrics on two utilities that happen to be the subject of a reorganization.  145 

Additionally, as Mr. Hornby himself acknowledges, there is no generally agreed-upon set 146 

of metrics in the gas industry.  Hornby Dir., CUB-City Ex. 1.0, p. 8, lines 3-7.  If the 147 

Commission is nevertheless inclined to consider the establishment of natural gas service 148 

quality metrics, and I am not suggesting that it should, it should do so in the context of a 149 

generic proceeding such as a rulemaking.  Such a proceeding would offer all 150 

stakeholders, including all gas utilities operating within the state as well as the 151 

representatives of the customers who must pay the utilities’ compliance costs, the 152 

opportunity to participate in the development of such standards. 153 
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Q. Mr. Hornby’s proposed merger condition would impose financial penalties for failure to 154 

meet a particular service quality goal.  Is that particular provision appropriate? 155 

A. No, it is not, for a number of reasons.  First, changes in business processes or operations, 156 

and service improvements based on those changes, do not occur overnight; it takes time 157 

both to implement changes and to realize results.  Furthermore, performance in a given 158 

category is variable in any particular month, and may be affected by factors outside the 159 

control of the Gas Companies, such as weather.  It is therefore not realistic to establish a 160 

service performance “bar” for various metrics that must be met or exceeded in order to 161 

avoid financial penalties.   162 

Moreover, it is not customary in Illinois, from my understanding, to impose 163 

financial penalties on gas (or electric) utilities based on service quality performance.  In 164 

effect, what Mr. Hornby is suggesting is a partial alternative regulation plan for the Gas 165 

Companies.  It is my understanding that petitions for approval of alternative regulation 166 

plans are filed at the discretion of the public utility, and must meet detailed criteria as set 167 

forth in the Act, none of which have been addressed in this proceeding.  It would be both 168 

unfair and inappropriate to single out the Gas Companies in the context of a proposed 169 

reorganization to impose requirements not found in the Act or in the Commission’s 170 

regulations.   171 

Q. Does the fact that Applicants find the conditions proposed by Mr. Gennett and Mr. 172 

Hornby that you have discussed above to be inappropriate mean that WPS Resources is 173 

not committed to maintaining and improving service quality at the Gas Companies? 174 
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A. Certainly not.  The public review of transition plans suggested by Mr. Gennett, and the 175 

metrics suggested by Mr. Hornby, are unnecessary.  WPSC’s historical year in and year 176 

out operating performance is a reflection of our ability to provide adequate, reliable, 177 

efficient, safe and least-cost public utility service.  WPSC’s utility operations have been 178 

recognized for their superior operating efficiency and customer satisfaction, as noted in 179 

my direct testimony and that of Applicants’ witness Mr. Larry Weyers.  WPSR intends to 180 

take the same approach with respect to its operation of the Gas Companies’ distribution 181 

systems that it has taken in all facets of its regulated utility operations -- namely, to strive 182 

toward industry best practices and operational excellence; to operate safely, both for our 183 

employees and the customers and the public we serve; and to attain high levels of 184 

customer satisfaction.   185 

In addition to our history and reputation for quality service generally, WPSR is 186 

taking the necessary steps to bring our commitment to quality to customers of the Gas 187 

Companies.  As I noted in my direct testimony, the Gas Companies and WPSR are 188 

currently in the process of developing post-closing implementation plans.  In developing 189 

these plans, employees of the Gas Companies and WPSR will engage in discussions and 190 

share their specialized knowledge of systems operations.  This process will provide 191 

WPSR with the opportunity to conduct a thorough review of Peoples Gas’ and North 192 

Shore’s specific systems and operating practices in order for the new company to address 193 

potential issues or challenges, as well as to enable the new company to identify potential 194 

opportunities for use of “best practices”.  As described above, Applicants have also 195 

agreed, in response to Staff witness Mr. Anderson’s proposals, to have specific studies 196 

performed of particular components of the Gas Companies’ gas systems and operations.  197 
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The results of those studies will be provided for Staff review.  WPS Resources’ well-198 

documented record for quality, and the additional reviews described above, provide the 199 

assurance that service quality will not be diminished by the Merger. 200 

Union Employee and Training Issues 201 

Q. Mr. Gennett proposes that any Merger approval “be conditioned on the imposition of an 202 

enforceable commitment by Applicants not to implement reorganization-related layoffs 203 

or reorganization-related position reductions among UWUA Local 18007 employees”.  204 

Gennett Dir., Ex. UWUA-1.0, p. 37, lines 14-17.  Do Applicants agree with that 205 

condition? 206 

A. Yes.  Although Applicants do not believe that such a commitment is required for a 207 

reorganization under the Act, we are willing to make this commitment to provide a 208 

measure of security to the Gas Companies’ represented employees.  The reductions in 209 

staffing levels contemplated in the Applicants’ synergies analysis do not include 210 

reductions in field operations personnel.  Applicants will commit that they will not 211 

implement reorganization-related layoffs or reorganization-related position reductions  212 

among UWUA Local 18007 employees. 213 

Q. Mr. Gennett further recommends that “[n]ew management should commit to implement a 214 

formal apprenticeship and training program at Peoples Gas”.  Gennett Dir., Ex. UWUA-215 

1.0, p. 38, lines 3-5.  Do you agree? 216 

A. Peoples Gas already has training programs for its natural gas system operating personnel.  217 

Peoples Gas has established training requirements for over 30 individual job 218 

classifications, including formal classroom instruction that ranges in length from a 219 
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number of hours to programs lasting up to 20 days, depending on the particular job 220 

classification. 221 

It is not clear to Applicants from Mr. Gennett’s testimony why he believes that 222 

Peoples Gas lacks training and apprenticeship programs or how the existing programs 223 

should be changed, or whether the UWUA’s concern is related instead to the rapidity of 224 

advancement under the current programs.  Whichever is the case, however, Applicants 225 

are willing to enter into a dialogue with the UWUA, beginning now, regarding ideas for 226 

improvement for the training and advancement of Peoples Gas’ Local 18007 employees. 227 

Q. As discussed earlier, Mr. Gennett proposes as a condition of the Merger that Applicants 228 

be required to submit transition plans to the Commission addressing how Applicants 229 

intend to operate the Gas Companies following the reorganization.  How do Applicants’ 230 

staffing plans and training programs, discussed above, affect this proposal? 231 

A. Mr. Gennett’s questions regarding Applicants’ staffing plans and training programs, 232 

which appear to be the basis for his proposal concerning filing and public dissemination 233 

of transition plans, are addressed by Applicants’ commitment not to implement 234 

reorganization-related layoffs or position reductions among Local 18007 employees, by 235 

Peoples Gas’ current training programs and by our commitment to enter into a dialogue 236 

with Local 18007 concerning training programs.  Consequently, Applicants do not see a 237 

need to file, and make available for public comment, formal transition plans.   238 

Q. Does this conclude your rebuttal testimony? 239 

A. Yes, it does. 240 


