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Investigation as to whether The Peoples Gas Light and Coke Company ("Peoples 
Gas"), Integrys Energy Group ("Integrys") and Wisconsin Energy Corporation 
(subsequently renamed Wisconsin Energy Group, Inc.) ("WEC") knowingly 
misrepresented facts to the Illinois Commerce Commission ("Commission") as to the 
estimated cost of Peoples Gas' Accelerated Main Replacement Program ("AMRP") at the 
Commission's May 20, 2015 Open Meeting and whether a civil penalty should be imposed 
on Peoples Gas. 

SUMMARY OF RECOMMENDATION: 

Staff recommends that an investigation of a specified duration and scope be 
initiated pursuant to Section 5-202.1 and 10-101 of the Public Utilities Act ("PUA"). 

BACKGROUND: 

On May 5, 2015, Liberty Consulting Group ("Liberty") submitted its Final Report on 
Phase One of an Investigation of the Peoples Gas' AMRP. ("Liberty Phase One Final 
Report"). AMRP is Peoples Gas' Accelerated Main Replacement Program. Liberty is 
conducting a Commission ordered audit of Peoples' AMRP pursuant to the Commission's 
June 18, 2013 Final Order in Docket Nos. 12-0511/12-0512 (cons.). 

The Liberty Phase One Final Report concluded, among other things, that "[t]he 
AMRP experienced unusually large cost growth across its short history to date. The 2009 
estimate of $2.63 billion grew to $4.45 billion in a 2012 estimate . ... [Peoples Gas] has 
announced no estimate since." Liberty Phase One Final Report, Executive Summary at 
ES-2 (emphasis added). 

On May 20, 2015, the Commission held an Open Meeting where executives of 
Integrys and Peoples Gas responded to Commissioners' inquiries regarding the findings 
included in the Liberty Phase One Final Report. During this meeting, Commissioner Maye 
asked Integrys President and Chief Executive Officer Charles Schrock whether he 
"agree[d] there is an inability to put an estimate on the cost of the [AMRP.]" In response, 
Mr. Schrock stated that "we have not developed a comprehensive model to provide that 
sort of estimate," and indicated that past estimates had been made using "a different 
approach." May 20, 2015 ICC Open Meeting, Tr. at 52:16-22- 53:1-4. 
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In response to further questioning by Commissioner Maye, Mr. Schrock stated that 

because changes in regulations and other factors could impact the project in unknown 

ways over the long term, the company intended to manage the project “…very carefully 

… the near term, but the longer term view is something at the moment we don’t use in 

our thinking.” Id., Tr. at 55:10-14. 

At the May 20, 2015 Open Meeting, Commissioner Rosales made further inquiries 

of Peoples Gas’ President John Kleczynski and Integrys’ Executive Vice President and 

Chief Financial Officer James Schott regarding the availability of cost estimates for the 

AMRP. Peoples Gas and Integrys representatives stated that a cost model was needed 

to generate a long-term cost estimate, that the cost model was not yet developed, and 

that when it was ready Peoples Gas would report back to the Commission: 

COMMISSIONER ROSALES: So the [Liberty Phase One Final Report] concludes 

that an accurate estimated cost of the AMRP is not possible. … [H]ow far along do 

you believe Peoples Gas is right now and when will Peoples be capable of 

estimating the completed cost with some basic level of professional accuracy? …. 

… 

MR. KLECZYNSKI: As far as the cost model, ... we have brought in an outside 

consultant to help us pull that model together, and we anticipate in the first juncture 

where we are going to need to report on our progress in Phase II that we have a 

cost model that we like to come back and talk to you about. 

MR. SCHOTT: And I would like to clarify it’s the long-term cost model we are talking 

about. … [W]hen we file our rate case, we provide a forward-looking test year of 

which we forecast our AMRP costs. 

In addition, we have Rider QIP, which we have to provide forward-looking costs, 

so we do provide that information. It’s not a 20-year cost as [Mr. Schrock] talked 

about. …[A] 20-year cost is a problematic, but we do have current year price 

forecasts, and we do stick fairly close to those, and that stays within the parameters 

of the [QIP] legislation that talked about a 4 percent annual rate increase, so we 

stay within those parameters on a short-term basis. It’s the long-term 20 year 

forecast I think is what’s at issue here. 

Id., Tr. at 56:17- 22; 57:1-3; 57:18-22; 58:1-20. 

On July 27, 2015, Peoples Gas’ new President, Charles R. Matthews stated, in a 

letter to the Chairman and Commissioners, that “WEC Energy Group’s management 

[was] provided, for the first time, after the close of the acquisition, with a preliminary cost 

estimate for the full 20-year AMRP. This projection exceeds $8 billion.” Matthews Letter 

to Chairman and Commissioners dated July 27, 2015, at 2. The letter did not identify the 

person(s) who provided this estimate or the date when it was provided to WEC Energy 

Group management. 
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On September 30, 2015, Liberty submitted its First Quarterly Report for Phase Two 

of the audit. The First Quarterly Report for Phase Two stated: 

In late July, Peoples Gas leadership brought in by WEC acknowledged to Liberty 

the existence of a “new” AMRP cost estimate. It initially became available within 

the gas company around January 2015. Although never securing the final 

management approval, that estimate work indicated a second near-doubling of 

AMRP costs across the program’s short history. Program costs had been 

estimated at $2.6 billion in 2009; they rose to $4.45 billion in 2012. Those 

undertaking new estimate work under Integrys management produced a project 

[costing] more than $8 billion around January 2015.  

First Quarterly Report at 4. 

On November 9, 2015, the People of the State of Illinois and the Citizens Utility 

Board filed a Verified Petition requesting that the Commission initiate an investigation of 

whether Peoples, Integrys or WEC failed to disclose the $8 billion estimate in the course 

of the Peoples/WEC reorganization proceeding. See People ex rel. Madigan and Citizens 

Utility Board: Petition to Request Investigation of Possible Violations of Section 5-202.1 

of the Public Utilities Act by The Peoples Gas Light and Coke Company, Integrys Holding, 

Inc., and WEC Energy Group, Inc., and for Other Relief (“Verified Petition”), Docket No. 

15-0593.  The Verified Petition raises allegations similar to those identified in this Staff 

Report concerning whether and when employees, agents, or representatives of Peoples 

Gas, Integrys, or WEC became aware of any estimate showing that the estimated cost of 

AMRP would exceed $8 billion, and whether any such persons knowingly misled the 

Commission by withholding material information.  

 

STATUTORY REFERENCE: 

Section 5-202.1 of the PUA provides: 

Misrepresentation before Commission; penalty. 

(a) Any person or corporation, as defined in Section 3-113 and 3-114 of this Act, 

who knowingly misrepresents facts or knowingly aids another in doing so, or 

knowingly permits another to misrepresent facts through testimony or the offering 

or withholding of material information in any proceeding shall be subject to a civil 

penalty. Whenever the Commission is of the opinion that a person or corporation 

is misrepresenting or has misrepresented facts, the Commission may initiate a 

proceeding to determine whether a misrepresentation has in fact occurred. If the 

Commission finds that a person or corporation has violated this Section, the 

Commission shall impose a penalty of not less than $1,000 and not greater than 

$500,000. Each misrepresentation of a fact found by the Commission shall 

constitute a separate and distinct violation. In determining the amount of the 

penalty to be assessed, the Commission may consider any matters of record in 
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aggravation or mitigation of the penalty, as set forth in Section 4-203, including but 

not limited to the following: 

(1) the presence or absence of due diligence on the part of the violator in 

attempting to comply with the Act; 

(2) any economic benefits accrued, or expected to be accrued, by the 

violator because of the misrepresentation; and 

(3) the amount of monetary penalty that will serve to deter further violations 

by the violator and to otherwise aid in enhancing voluntary compliance with 

the Act. 

(b) Any action to enforce civil penalties arising under this Section shall be 

undertaken pursuant to Section 4-203. 

220 ILCS 5/5-202.1 

 

RECOMENDATION: 

In light of the information provided by representatives of Peoples Gas to the 

Commission at its May 20, 2015 Open Meeting concerning a long-term cost estimate for 

AMRP, subsequent statements by a representative from Peoples Gas that the AMRP cost 

estimate now exceeds $8 billion, and statements in the Liberty First Quarterly Report for 

Phase Two that an $8 billion cost estimate existed and was known to persons “within the 

gas company” as early as January 2015, Staff recommends that pursuant to Section 5-

202.1 and 10-101 of the PUA, the Commission initiate an investigation to determine 

whether Peoples Gas, Integrys or WEC or representatives of Peoples Gas, Integrys and 

WEC knowingly misrepresented facts to the Commission concerning the estimated long-

term cost of the AMRP.  The investigation should address the amount of an appropriate 

civil penalty, in the event the Commission ultimately determines that Peoples Gas, 

Integrys or WEC or representatives of Peoples Gas, Integrys or WEC knowingly misled 

or withheld from the Commission material information. 

The Staff recommends that Peoples Gas, Integrys and WEC be required to 

provide, within fourteen days of the entry of an order initiating an investigation, the 

following information: 

1. The date upon which any Peoples Gas or Integrys employee, agent or 

representative became aware of any estimate indicating that the estimated cost 

of AMRP would exceed $8 billion; 

 

2. The identity of each and every Peoples Gas or Integrys employee, agent or 

representative who had knowledge prior to May 20, 2015 of any estimate 

indicating that the estimated cost of AMRP would exceed $8 billion; 
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3. The date upon which WEC’s management was provided with any estimate 

indicating that the estimated cost of AMRP would exceed $8 billion; 

 

4. The identity of each and every person who provided WEC’s management with 

such an estimate; and 

 

5. Any and all correspondence, documents and records associated with such an 

estimate. 

 

The Staff further recommends that the Administrative Law Judge assigned be 

directed to submit a Proposed Order within 180 days of entry of an order initiating an 

investigation, determining whether Peoples Gas, Integrys, WEC, or any employee, agent 

or representative thereof has knowingly misled the Commission by withholding material 

information, and what, if any, penalty should be assessed. 

 

The Staff further recommends that the Verified Petition filed by the People of the 

State of Illinois and the Citizens Utility Board in Docket no. 15-0593 be dismissed, and 

that docket closed. 

 

      Prepared by: 

       

      /s/ Gene Beyer                                          

      Gene Beyer 

      Bureau Chief, Bureau of Public Utilities 

 


