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INTRODUCTION AND BACKGROUND

A. Witness Identification

Please state your name and business address.
My name is Allen L. Leverett. My business address is Wisconsin Energy Corporation

(“Wisconsin Energy”), 231 West Michigan Street, Milwaukee, Wisconsin 53203.

Are you the same Allen L. Leverett who provided direct and rebuttal testimony on
behalf of Wisconsin Energy in this docket?

Yes.

B. Purposes of Supplemental Rebuttal Testimony

What is the purposes of your supplemental rebuttal testimony in this proceeding?

My supplemental rebuttal testimony addresses the interim report prepared by The Liberty
Consulting Group (“Liberty”) regarding its investigation of The Peoples Gas Light and
Coke Company’s (“Peoples Gas™) Accelerated Main Replacement Program (“AMRP”),
which was attached to Illinois Commerce Commission (“Commission” or “ICC”) Staff
witness Harold Stoller’s rebuttal testimony as ICC Staff Exhibit (“Ex.) 8.1
CONFIDENTIAL (the “Interim Report”). My testimony addresses the Interim Report
for the limited scope established by the Administrative Law Judge’s January 14, 2015
ruling: (1) whether the Joint Applicants are aware of the scope and scale of the potential
obligations under AMRP; and (2) whether the Joint Applicants are ready, willing and able to
implement the AMRP consistent with additional remedies as recommended by the Liberty

audit.
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C. Summary of Conclusions

Please summarize the conclusions of your supplemental rebuttal testimony.
In my supplemental rebuttal testimony, I conclude:

(1) Wisconsin Energy’s management has reviewed the Interim Report to
become more aware of the scope and scale of its potential obligations that will exist with
respect to the AMRP after approval of the proposed Reorganization.'

(2) The Joint Applicants are ready, willing and able to implement the AMRP
consistent with Liberty’s ultimate recommendations in accordance with the procedures
and conditions outlined in Staff’s and the Joint Applicants’ rebuttal testimony.
Wisconsin Energy agrees with the approach for management and implementation of large
capital programs that Liberty preliminarily outlines in its report.

3) While they are in their initial stages and subject to revisions and
refinements, Wisconsin Energy intends to fully support the positive initiatives begun by
Integrys and Peoples Gas in collaboration with Liberty after the approval and close of the
proposed Reorganization. The Joint Applicants will continue to work with Liberty and
Staff to monitor the effectiveness of such initiatives and refine them when and where it is
determined that further changes should be made. Wisconsin Energy will provide a
continuity of resources necessary to continue making improvements.

4) Wisconsin Energy agrees with the preliminary conclusions of the Interim

Report concerning |

! Unless otherwise indicated, capitalized terms in this supplemental rebuttal testimony herein have the same

meaning as in the witness' direct testimony.
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I1.

I ntemplated in the Interim Report.
(%) Wisconsin Energy agrees with the preliminary conclusions of the Interim
Report concerning |
(6) Wisconsin Energy agrees with Liberty’s preliminary conclusions
concerning |
(7 Wisconsin Energy agrees with Liberty’s preliminary assessment in the
Interim Report of |1
(®) Wisconsin Energy agrees with Liberty’s preliminary conclusions that -

REVIEW OF THE INTERIM REPORT

Have you and/or other members of Wisconsin Energy’s management reviewed the
Interim Report?

Yes, I along with other members of Wisconsin Energy’s management, including Andrew
Hesselbach who also is submitting supplemental rebuttal testimony, have reviewed the

Interim Report.

What is your general reaction to the Interim Report?

Docket No. 14-0496 Page 3 of 11 Joint Applicants Ex. 12.0



65

66

67

68

69

70

71

72

73

74

75

76

77

78

79

80

81

82

83

84

&5

86

87

We understand that the Interim Report, as explained by Staff witness Mr. Stoller in his
rebuttal testimony and in the document itself, is preliminary and subject to change as
Liberty continues to work with Peoples Gas on its investigation. Nevertheless, our
review of the Interim Report has made Wisconsin Energy further aware of the scope and
scale of its potential obligations that will exist with respect to the AMRP after approval
of the proposed Reorganization. Wisconsin Energy agrees with the approach for
management and implementation of large capital programs that Liberty preliminarily
outlines in the Interim Report. Based on the Interim Report and Mr. Stoller’s rebuttal
testimony, it is anticipated that Liberty’s final, comprehensive report of its investigation
will be issued in mid-2015, after which the Commission and its Staff, Liberty, and
Peoples Gas will work together to determine which of Liberty’s final recommendations
will be implemented, which might not, and which might be implemented in some other
form, followed by a two-year verification period. (See ICC Staff Ex. 8.0, at 10-11).
Liberty’s issuance of its final report in mid-2015 is likely to coincide with the anticipated
approval of the proposed Reorganization, and the Joint Applicants are ready, willing and
able to implement the AMRP consistent with Liberty’s ultimate recommendations in
accordance with this procedure. This is demonstrated by the conditions concerning the
implementation of Liberty’s final recommendations to which the Joint Applicants have
agreed (see JA Ex. 6.0, at 16-17), as modified slightly in Staff witness Eric Lounsberry’s
rebuttal testimony (see ICC Staff Ex. 9.0, at 8-9). The Joint Applicants will continue to
collaborate with Liberty and Staff as they work through the finalization, implementation
and verification of Liberty’s recommendations during the years that follow Liberty’s final

report.
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I11.

Will you address any of the specific preliminary findings or recommendations
provided by Liberty in its Interim Report?

For the reasons explained by Mr. Stoller in his rebuttal testimony (ICC Staft Ex. 8.0, at 9-
10), it would be premature for Wisconsin Energy to evaluate or attempt to resolve in this
proceeding AMRP issues for which Liberty has formulated only preliminary

recommendations. [ will, however, address two issues raised in the Interim Report that

potentially could be impacted by the proposed Reorganization: (1) _

B 2d 2) preliminary recommendations concerning |Gz

B Joint Applicants witness Mr. Hesselbach will address Wisconsin Energy’s
reaction to other specific areas of preliminary recommendations made by the Interim

Report.

Throughout the Interim Report, there is discussion of

What are
Wisconsin Energy’s intentions with respect to such commitments and initiatives
undertaken by Integrys and Peoples Gas?

Although it has no current authority over Integrys and Peoples Gas, Wisconsin Energy
certainly agrees that Integrys and Peoples Gas should not delay any efforts or actions
designed in collaboration with the Liberty investigation to improve the management and

implementation of the AMRP. After the approval and close of the Reorganization
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Wisconsin Energy intends to fully support the commitments and initiatives previously
undertaken by Integrys and Peoples Gas. The Joint Applicants will continue to work
with Liberty and Staff to monitor the effectiveness of such initiatives and refine them

when and where it is determined that further changes should be made.

Does Wisconsin Energy believe that there should be a || G
_ after the close of the Reorganization
and after Integrys’ and Peoples Gas’ current management has commenced
I (cscribed in the Interim Report (see Interim Report at p. 4-
5)?

No. However, given that Liberty’s investigation is ongoing, and Liberty’s
recommendations and the initiatives being designed to address them, are preliminary, the
Joint Applicants expect that there will be ongoing refinements to those initiatives as they
are further developed, their effectiveness is monitored, and Liberty’s investigation

continues.

Does Wisconsin Energy have a response to the suggestions in the Interim Report

x|
_ (see Interim Report at p. 5)?

Yes. Wisconsin Energy will |
N The

B i1 be continued or refined, subject to the same process of review, revision

and refinement as are all of the preliminary findings and recommendations being made in
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the Interim Report as the investigation continues, and final recommendations are worked
through. One of Wisconsin Energy’s most important goals is to continue the progress

that is being made in improving the AMRP.

Would it be appropriate at this time for Wisconsin Energy to be making decisions
about the operation of Peoples Gas’ AMRP or otherwise be actively involved in the
management of Integrys’ and Peoples Gas’ operations?

No. I understand that until the acquisition of Integrys by Wisconsin Energy is closed,
Wisconsin Energy cannot make decisions for or otherwise control the management and
operations of Integrys and/or its utilities. I have been advised by counsel that if Wisconsin

Energy were to be involved in the decision making of Integrys or its utilities before the
transaction closes, that may constitute what is known as "gun-jumping" and violate the antitrust
laws. In addition to certain restrictions under the Hart-Scott-Rodino Act, if the parties to a
merger transaction coordinate their decision making or business activities prior to closing, they
may violate Section 1 of the Sherman Act, which prohibits agreements among two or more
independent economic actors that restrain trade. Both parties must maintain independent business

operations prior to consummation of the transaction. Further, pursuant to the terms of the
Merger Agreement between Wisconsin Energy and Integrys, Wisconsin Energy is to have
no control over Integrys or its subsidiary utilities, and Integrys is to continue having
control over and operate its business, until the closing of the merger. (See JA Ex. 1.1, at
pp. 46-55, §§ 5.01(b), (e)) Thus, until the Reorganization is approved and closed,
Wisconsin Energy cannot be, and is not, actively involved in the operations and
management decisions of Integrys and Peoples Gas — they must continue to run their own

business.
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In light of your understanding of the law and the Merger Agreement, what is your

response to the statements in the Interim Report regarding _
I (sce Interim Report at pp. S-3,2, 10-11, 28)?
I'have no knowledge about the |EEEEEG—

Further, from the Interim Report, it appears that _
N (Sce

Interim Report at pp. 2-3, 10-11)

Do you have any further comment with regard to the discussion in the Interim

Report (at p. 10) of |

?

Yes. Liberty appears to conclude in the Interim Report that |GGG
I (Sce Interim Report at p. 10) However,
the onty |
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IVv.

One of the specific substantive areas in which the Interim Report provides

preliminary findings and recommendations is in the area of

(See Interim
Report at pp. 5-9) What is Wisconsin Energy’s reaction to these preliminary
findings and recommendations?

Wisconsin Energy agrees with Liberty’s preliminary conclusions concerning ||| [l

B (his is consistent with Wisconsin Energy’s practices,

which include requiring pre-approval by its Board for large capital projects and quarterly
reporting on such projects to the Board to allow effective oversight of how these projects

are being managed and progressing.

A specific substantive area in which the Interim Report provides preliminary

findings and recommendations is

_. (See Interim Report at pp. 11-14) What is

Wisconsin Energy’s reaction to these preliminary findings and recommendations?
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VIIL.

Wisconsin Energy agrees with Liberty’s preliminary conclusions at pp. 11-14 concerning

Liberty preliminarily concludes that [EEEE_—

I (Sce Interim Report at pp. 14-18) What is

Wisconsin Energy’s reaction to these preliminary findings and recommendations?

Wisconsin Energy finds that the overall approach to ||| | | | RENEEEE that Liberty is
preliminarily recommending in the Interim Report at pp. 14-18 appears to be reasonable
and logical, as do |
I in this area. This includes [
Liberty preliminary concludes that Peoples Gas _
(See Interim Report at pp. 18-23) What is Wisconsin Energy’s reaction to these

preliminary findings and recommendations?
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VIII.

IX.

Wisconsin Energy agrees with Liberty’s assessment at pp. 18-23 of the Interim Report

tht |

The final substantive area in which the Interim Report provides preliminary

findings and recommendations is _, concluding preliminarily that

I . (Sce Interim Report at pp.

23-28) What is Wisconsin Energy’s reaction to these preliminary findings and
recommendations?

Wisconsin Energy agrees with Liberty at pp. 23-28 of the Interim Report that _

CONCLUSION

Does this conclude your supplemental rebuttal testimony?

Yes, it does.
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