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INTRODUCTION

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

My name is Sebastian Coppola. My business address is 5928 Southgate Rd., Rochester,

Michigan 48306.

ARE YOU THE SAME SEBASTIAN COPPOLA WHO SUBMITTED DIRECT
TESTIMONY ON NOVEMBER 20, 2014, REBUTTAL TESTIMONY ON
JANUARY 15, 2015, AND SUPPLEMENTAL TESTIMONY ON JANUARY 22N

THISDOCKET?

Yes.

WHAT ISTHE PURPOSE OF YOUR SUPPLEMENTAL REBUTTAL

TESTIMONY?

I am responding to the Supplemental Rebuttal Testimony filed by Wisconsin Energy
Corporation (“WEC") witnesses Allen Leverett and Andrew Hesselbach on January 22,
2015in JA Exs. 12.0 and 13.0. Intheir respective tesimonies, Messrs. Leverett and
Hesselbach address certain matters with regard to the Interim Audit Report (“Interim
Report”) prepared by the Liberty Consulting Group (“Liberty”) and filed by Illinois
Commerce Commission (“ICC”) Staff witness Harold Stoller as Attachment A to his
Rebuttal Testimony. Inthistestimony, | will analyze and respond to the Supplemental

Rebuttal Testimony offered by Messrs. Leverett and Hesselbach, and | will discussthe
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adequacy of the Joint Applicants * commitment to implement recommendations

contained in the Interim Report to fix Peoples Gas' s accelerated main replacement program

(“AMRP").

ISYOUR SUPPLEMENTAL REBUTTAL TESTIMONY ACCOMPANIED BY

ADDITIONAL EXHIBITS?
Yes. | have attached a copy of the Liberty Interim Report as AG Exhibit 6.1.
SUMMARY

PLEASE SUMMARIZE THE CONCLUSIONS OF YOUR SUPPLEMENTAL

REBUTTAL TESTIMONY.

The Supplemental Rebuttal Testimony filed by WEC witnesses Leverett and Hesselbach
does not make a convincing case that the Joint Applicants have fully embraced the
recommendations contained in the Interim Report. First, conspicuously absent from the
Joint Applicants evidentiary presentation was any testimony from the companies now
operating and in charge of the AMRP — Peoples Gas and its parent company, Integrys.
Second, the continued reluctance by WEC to unequivocally accept Liberty’ s audit
recommendations in the Interim Report, as discussed below, raise doubt that the Joint
Applicants are ready, willing, and able to implement improvements to the AMRP.

Therefore, the Commission should reject the proposed Reorganization unless and until the

1 WEC along with Integrys Energy Group, Inc. (“Integrys’), Peoples Energy, LLC, North Shore Gas

Company (“North Shore”), The Peoples Gas Light and Coke Company (“Peoples Gas’ or “PGL”), ATC
Management Inc., and American Transmission Company LL C submitted the application that isthe subject of this
proceeding. These entities are referred to collectively as “Joint Applicants’ or “JA”.

2
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Joint Applicants agree to the conditions outlined in my Rebuttal Testimony and, given the
Liberty auditor’s || ili§ findings and ||l recommendations contained in the

Interim Report, provide specific evidence that clearly establishes that (1) Peoples

Gas sintegrys s I
e |
|
I (3) the post-merger transition will not stall or in any way negatively affect
I -1 C (4) WEC has the commitment and capability to [l
I oing forward.

SUPPLEMENTAL REBUTTAL TESTIMONY

WHAT ISYOUR OVERALL REACTION TO THE SUPPLEMENTAL
REBUTTAL TESTIMONY FILED BY THE JOINT APPLICANTSIN RESPONSE

TO THE INTERIM AUDIT REPORT?

| am extremely surprised by the limited response provided by the Joint Applicants. Itis
also surprising and disappointing that only WEC chose to respond to the findings and

recommendations contained in the Interim Report and that neither Integrys nor Peoples
Gas cared to respond. The AMRP isa major program which both Integrys and Peoples

Gas have been responsible for implementing since its inception and are responsible for its

current state. The Interim Report contairs I
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In their Rebuttal Testimony filed on December 18, 2014, Integrys' s witnesses Schott and
Giesler refused to acknowledge deficiencies with the AMRP or accept any improvements
offered by City/CUB witness William Cheaks or me in our Direct Testimony. See AG EX.
20a 34and AG Ex. 4.0 a 8, 10, 20, 27 and 32; City-CUB Ex. 3.0 a 48. Many of those
deficiencies and recommendations are also ||| GGG
Yet, it is strange that Integrys or Peoples Gas now do not see the need to provide

comments or file a response to the Interim Audit Report, which as | said ||| | Gz

In the Administrative Law Judge’ s January 14, 2015 ruling (“the Ruling”), the scope of
the testimony to be offered with regard to the Interim Report was defined as. “(1) whether
the Joint Applicants are aware of the scope and scale of the potential obligations under
AMRP; and (2) whether Joint Applicants are ready, willing and able to implement the

AMRRP consistent with additional remedies as recommended by the Liberty audit.”

The Ruling refers to Joint Applicants, not only WEC. The other key Joint Applicants in
this matter, namely Integrys? and Peoples Gas, have a duty and obligation to respond to

the Interim Report and state clearly “(1) whether they are aware of the scope and scale of

2 |t isimportant that Integrys responds to the Interim Report because it will continue to have responsibility

for the AMRP at least until the proposed reorganization is completed or, if the reorganization is not consummated,
for theindefinite future.

4
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the potential obligations under AMRP; and (2) whether [they] are ready, willing and able
to implement the AMRP consistent with additional remedies as recommended by the
Liberty audit.” That fact is particularly true since Peoples Gas (1) isthe company that is

implementing the AMRP now, and (2) will continue to be implementing it post-merger,

should the proposed acquisition be approved. Further, such testimony, ||| I

I - <ol have provided I
|
1
|
and (3) evidence that the post-merger transition will not stall or in any way negatively
affect I
I Oy then can the Commission be assured that the proposed
merger will not negatively impact service quality, reliability and customer rates, as

Section 7-204 of the Public Utilities Act (“the Act”) requires.

As Mr. Leverett stated in his Supplemental Rebuttal Testimony, WEC cannot make
decisions or otherwise control the management and operations of Integrys and/or its
utilities before the closing of the merger.® Therefore, WEC cannot make any

commitments at this time on behalf of Integrys or Peoples Gas for improvement initiatives

and changes to the AMRP that may be on-going or |||
IR b<fore the merger is completed. The absence of any testimony

by Integrys and Peoples Gas addressing the findings and recommendations contained in

3 JA Ex. 12.0 at 7:140-156.
“*AGEx.6.lat 1
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the Interim Report leaves a significant void. This lack of commitment between now and

the time that WEC receives a Commission decision or closes on the Reorganization will

likely have adetrimental impact on the operation, safety, and rates of Peoples Gas.

Responseto Mr. Allen L. L everett’'s Supplemental Rebuttal Testimony

Q.

ON PAGE 20OF HISTESTIMONY, MR. LEVERETT STATESTHAT THE JOINT
APPLICANTS ARE READY, WILLING AND ABLE TO IMPLEMENT THE
AMRP CONSISTENT WITH LIBERTY'SULTIMATE RECOMMENDATIONSIN
ACCORDANCE WITH THE PROCEDURES AND CONDITIONSOUTLINED IN
STAFF'SAND THE JOINT APPLICANTS REBUTTAL TESTIMONY. HOW DO

YOU RESPOND?

Two issues arise from Mr. Leverett’ stestimony in thisarea. One, Mr. Leverett purportsto
speak for all of the Joint Applicants. As| pointed out above, Mr. Leverett has
emphatically stated in his Supplemental Rebuttal Testimony that, as an officer of WEC, he
cannot exercise any authority or control over Integrys or Peoples Gas before the close of
the Reorganization.® Therefore, his statements can only apply to WEC. He has made it
clear that on the topic of AMRP, he cannot represent or make commitments on behalf of
the other Joint Applicants. Asaresult, WEC's statements that the Joint Applicants are
ready and able to begin to implement those recommendations made by Liberty |||

I << no practical meaning as to what can and will proceed to occur before

5 JA Ex. 12.0 at 7:140-156.
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or after the merger. Therefore, according to Mr. Leverett’s own testimony, there is no

commitment from the rest of the Joint Applicants.

Second, the commitment made by Mr. Leverett is still contingent on the many conditions

he identified in his Rebuttal Testimony, which is detailed below:

[Joint Applicants] Agree to condition that Peoples Gas will
evaluate each recommendation of the Liberty audit and implement
it if the recommendation is possible to implement, practical and
reasonable from the standpoint of stakeholders and Peoples Gas
customers, and cost-effective, and, if Peoples Gas determines the
recommendation does not meet these criteria, that Peoples Gas will
provide an explanation of that determination with all necessary
documentation and studies to demonstrate to the satisfaction of
Staff that strict implementation is not possible, practical, or
reasonable, along with an alternative plan to accomplish the goals
of the recommendation as fully as is possible, practical, and
reasonable. In the event that Peoples Gas and Staff cannot reach
agreement on whether a recommendation should be implemented
and/or how it should be implemented, then a petition may be filed
to obtain the Commission’s determination on whether and/or how
the recommendation is to be implemented. ®

Despite the availability of the Interim Report, Mr. Leverett’s commitment is still the same
as it was before issuance of the report. For purposes of the Commission’s review of the
merger application, nothing significant related to the operation of the AMRP has really
changed with WEC's commitment. Therefore, | find Mr. Leverett’s commitment that
they are “ready, willing and able” to implement audit recommendations troubling based on

his contingent-laced conditions.

In assessing Mr. Leverett’s tesimony here, the Commission should observe that the

process outlined in the conditions on pages 10 and 11 of Staff witness Lounsberry’s

6JA Ex.6.0at 2.
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Rebuttal Testimony is almost verbatim to what Mr. Leverett proposed in his Rebuttal
Testimony. This process, which remains unchanged since the Joint Applicants Rebuttal
Testimony, gives WEC considerable and inappropriate leverage and de-facto preliminary
veto power on implementation of Liberty recommendations. Basically, only an appeal to
the Commission can override WEC' s objections. This would be a lengthy and

cumbersome process that can waste time that could be better used to implement useful

and important recommendations WEC may unilaterally decide are distasteful.

The Commission decided to retain Liberty to audit and make recommendations to
improve the administration and planning of the AMRP because it had lost confidence in
the ability of Peoples Gas to effectively and timely implement the program. Liberty
brings considerable knowledge and experience on how to establish and improve a large
and critical construction program like the AMRP. To give de-facto veto power to WEC
or to any of the other Joint Applicants undermines the goal of making timely, significant

and structural changes to an AMRP program that is in a state of chaos.

ON PAGE 20OF HISTESTIMONY, MR. LEVERETT STATESTHAT

WISCONSIN ENERGY AGREESWITH THE PRELIMINARY CONCLUSIONS

HOW DO YOU RESPOND?
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Although | am encouraged by Mr. Leverett’s agreement wit i GGG
I | o befuddled by his statement that WEC
does not “oppose” Liberty’srecommendations. The statement does not seem to fully
embrace the recommendations ||| | GGG hccisa
significant difference in management’s attitude when implementing improvements
between not opposing an initiative and fully embracing it. Mr. Leverett’s commitment
seems to be alukewarm acceptance of a change that may be short-lived or watered down

after a merger approval.

ON PAGE 3OF HISTESTIMONY, MR. LEVERETT SUMMARIZESHIS

concL usions I
I O\ DO

YOU RESPOND?

Most of Mr. Leverett’s statements in these areas are duplicative of the Supplemental
Rebuttal Testimony of Mr. Hesselbach. Therefore, | will address those topics in my

response to Mr. Hesselbach' s testimony.

ON PAGE 5 THROUGH 6 OF HISTESTIMONY, MR. LEVERETT DISCUSSES

wec's comm I TMENT I
- |
B OV DO YOU RESPOND?

| am encouraged by the multiple statements of support and commitment that Mr. Leverett

has included in his testimony which appear to be a sincere desire to improve the

9
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implementation of the AMRP assuming approval and close of the Reorganization.
Unfortunately, histestimony continues to be littered with qualifications and hedges such
as. “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.”®

These qualifications are troubling because they do not give a strong sense of confidence
that WEC fully endorses the recommendations put forth by Liberty. Moreover, because

neither Peoples Gas nor Integrys provided any testimony related to the Interim Report

and wht is happening now to adcress I
N ("o

Commission is left wondering what it isthat Mr. Leverett’s commitment brings to the

management of the AMRP.

The Commission has no idea at this point who will be overseeing project management of
the AMRP at Peoples Gas and Integrys (or Integrys s successor subsidiary), and whether
those people currently in charge of the AMRP will be summarily dismissed, retained,

promoted, demoted, or otherwise removed from their duties upon completion of the

" Itisworth noting that Mr. Leverett and Mr. Hessel bach repeatedly use theword “preliminary” to describe

Liberty’s recommendations and findings. Y et, the word “preiminary” does not appear in the Interim Report.
WEC' s use of theword “preliminary” appearsto be an effort to cast the Interim Report’ s findings and
recommendations as less firm than Liberty intended them to be.

8 JA Ex. 12.0 at 6:120-124.
10
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merger. WEC has not announced yet who will occupy key management positions at

Peoples Gas or Integrys.’

Again, this makes it impossible for the Commission to evaluate the proposed acquisition
and its effect on service quality, reliability and customer rates, asrequired under Section

7-204 of the Act.

Responseto Mr. Andrew Hesselbach’s Supplemental Rebuttal Testimony

Q.

ON PAGE 4 OF HISTESTIMONY, MR. HESSELBACH DESCRIBESWEC’S
PRACTICE IN DEVELOPING LONG-TERM PROJECT PLANSAND STATES
THAT WEC ISREADY, WILLING AND ABLE TO IMPLEMENT THE TYPES
OF RECOMMENDATIONS PROPOSED IN THE INTERIM AUDIT REPORT.

HOW DO YOU RESPOND?

Mr. Hesselbach has given a very brief description of the type of plan that WEC typically
uses to manage projects of the scale of the AMRP versus|| Bl envisioned by
Liberty in the Interim Report. The type of plan described in his testimony consists of a

comprehensive project schedule, cost profiles, team responsibilities and performance

metrics. These are little more than very basic elements. || GGG

N /s il el begining
on page 11 of the report, ||l should include:

% JA Ex. 12.0 at 8-9.
11
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When comparing the || (o the decription offered by Mr.
Hesselbach of WEC' s typical practices, it is clear that there is ||| G

I o~ \WEC s part, perhaps even a lack of knowledge and experience with

developing an [N

Mr. Hesselbach’ s description of WEC’ stypical approach to large-scale projects gives me
no confidence that (1) WEC will be ready, willing and able to implement the type of
I 2 d (2) Mr. Hesselbach or other members of the
executive team at WEC fully understand what it will take to implement the

recommendations made by Liberty.

Furthermore, the qualification added by Mr. Hesselbach to his commitment to implement
I subject or pursuant to the process'® addressed in the Rebuttal Testimony of
Staff witnesses Stoller and Lounsberry, and Joint Applicants witness Leverett, gives me

even less confidence that an effectivejjj ] wi!! see the light of day any time soon,

if at all.

ON PAGE 4 AND 5OF HISTESTIMONY MR. HESSELBACH DISCUSSES

wec'scoMMITMENT To I
I HOW DO YOU

RESPOND?

His testimony states that the approach proposed by Liberty is consistent with WEC's

practices. However, he does not provide any evidence or support for his statements. He

10 JA Ex. 13.0 at 4:85-87.
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distmisses th N - Ccils to be worked ot

later as part of the implementation, but he does not endorse them. His commitment to JJjjj
I s to “work” with Liberty, Staff, and Peoples
Gas after the approval and close of the Reorganization is again subject to the process
addressed in the Rebuttal Testimony of Staff and Joint Applicants.™ To “work” with the
parties is different than endorsing the recommendations and expressing willingness to

adopt them.

In other words, there is no firm commitment here. WEC wants to keep its options open
to manage the AMRP as it sees fit after the merger. Such adiluted commitment to a
multi-billion-dollar infrastructure project that directly impacts safety, reliability and the
affordability of utility service should not be accepted by the Commission, and certainly
does not constitute evidence that the proposed merger will not low or otherwise
negatively impact any progress now being made by Peoples Gas/I ntegrys to begin

ON PAGE 5 THROUGH 70OF HISTESTIMONY MR. HESSELBACH

DIscusseswEC's comMITMENT [
B OV DO YOU RESPOND?

Again, his commitment to |

I is to “work” with Liberty, Staff, and Peoples Gas on implementing final

recommendations after the approval and close of the Reorganization and is again subject

11 JA Ex. 13 at 5:100-106.
14
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to the process addressed in the Rebuttal Testimony of Staff and Joint Applicants.*? It

says rothing of I

will be impacted post-

merger. Again, the Commission needed to hear from Peoples Gas and Integrys on i}
I (o be cble to put Mr. Hesselbach's
commitments regarding his “ready, willing and able” assurances in any practical context.

No such evidence exists.

In other words, there is also no firm commitment here. WEC wantsto appear to be
cooperative but also wantsto keep its options open to manage the AMRP as it sees fit
after the merger. Again, such aweak commitment should not be accepted by the

Commission. Too much is at stake for Peoples Gas's customers.

ARE THERE OTHER KEY ITEMS AND RECOMMENDATIONSIN THE
INTERIM AUDIT REPORT WHICH THE JOINT APPLICANTS NEGLECTED

TO ADDRESSIN THEIR SUPPLEMENTAL REBUTTAL TESTIMONY?

Yes. First of all, the Joint Applicants’ Supplemental Rebuttal Testimony is void of [

12 JA Ex. 13.0 at 7:139-142.
15
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As stated above, given those findings, it was essential to hear from Peoples Gas and

Integrys in Supplemental Testimony as to how they plan to || GGG
Y 't s unclear
whether WEC know
I P<oples Gas and Integrys should have provided evidence
of (L |
I
I
-

.
I Oy then can the Commission be assured that the proposed
merger will not negatively impact service quality, reliability and customer rates, as

Section 7-204 of the Act requires.

Presenting testimony and evidence showing that |||
I /oud have been informative to the Commission and parties

to this proceeding as to whether the proposed merger will negatively impact ||| N

Asaresult, there are no commitments in this case from Integrys or Peoples Gas that (1)

they are and will continue to |

16
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Instead, we are left wondering if there isreal substance in the
initiatives that Peoples Gas has communicated to Liberty or if they are merely empty

promises.

Whatever the status of those remedial plans, Peoples Gas should have reported on them

in Supplemental Testimony filed January 22, 2015.

In addition, it would have been useful for WEC to stress the importance for Peoples Gas
(its potential future subsidiary) and Integrys to implement improvements quickly and
without hesitancy, assuming the Reorganization is approved. Thiswould have shown
their sense of urgency to get the AMRP fixed sooner rather than later in anticipation of

their corporate take-over.

It is important to note that the Supplemental Rebuttal Testimony of WEC witnesses

Leverett and Hesselbach, for the most part, focus on ||| GG

17
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I Thisisacritical omission that the Commission should understand in
deciding whether or not the Joint Applicants have agreed to the necessary conditionsto

the Reorganization.

Other glaring omissions from the Supplemental Rebuttal Testimony of WEC witnesses

Leverett and Hesselbach include a lack of response to the]j

B AGEx.6.1at 21.
“AGEx.6.1at 12.
B d.

%1d. at 6-8.

7d.
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-—

These are items critical to the success of the AMRP |
I T shouid have

been addressed by the Joint Applicants in response to the Interim Report. The absence of
testimony from the Joint Applicants on these items raises doubt on their readiness,
willingness and ability to implement all of the recommendations included in the Liberty

Interim Audit Report.

CONCLUSIONSAND RECOMMENDATION

WHAT ISYOUR CONCLUSION ASTO WHETHER OR NOT THE JOINT
APPLICANTS ARE READY, WILLING AND ABLE TO IMPLEMENT THE
AMRP CONSISTENT WITH THE ADDITIONAL REMEDIESRECOMMENDED

BY THE LIBERTY AUDIT?

The Supplemental Rebuttal Testimony filed by WEC witnesses Leverett and Hesselbach
gives me no confidence that the Joint Applicants have fully embraced the
recommendations contained in the Liberty Interim Audit Report. The continued
reluctance by WEC to unequivocally accept the Liberty audit recommendations, as well as

the absence of testimony from Peoples Gas and Integrys on what is happening now in

B1d. at 12.
¥4,

19
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response to the Interim Report and how that work will or will not be impacted by the
proposed merger, raise doubt that the Joint Applicants are ready, willing and able to
implement improvements to the AMRP. Moreover, the information the Commission
needs to assess the merger under Section 7-204 of the Act to ensure that Peoples Gas's

reliability, service quality and customer rates will not be negatively impacted is missing

from this record.

Therefore, the Commission should reject the proposed Reorganization, unless and until the
Joint Applicants agree to the conditions outlined in my Rebuttal Testimony and, given the
Liberty auditor’s troubling findings and very specific recommendations contained in the

Interim Report, provide specific evidence that clearly establish that (1) Peoples

Ges sintegrys s
I
L

|
I -1 C (4) Wisconsin Energy has the commitment and capability

to cortinuc I 0ig forwerd..

DOESTHISCONCLUDE YOUR SUPPLEMENTAL REBUTTAL TESTIMONY?

Yes. However, | reserve the right to amend, revise and supplement my testimony to

incorporate new information that may subsequently become available.

20





