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Q. Please state your name, business address and position. 1 

A. My name is William J. Guc.  My business address is 231 West Michigan 2 

Street, Milwaukee, Wisconsin  53203.  I am Vice President and Controller of 3 

WEC Energy Group, Inc. (“WEC Energy”) and many of its subsidiaries, including 4 

the Petitioners, North Shore Gas Company (“North Shore”) and The Peoples Gas 5 

Light and Coke Company (“Peoples Gas”). 6 

Q. For whom are you providing testimony? 7 

A. I am providing testimony for North Shore and Peoples Gas (together, 8 

“North Shore/Peoples Gas”) in support of their petition for approval of the WEC 9 

Energy Affiliated Interest Agreement (“WEC Energy AIA”). 10 

Q. Please describe your educational background and business experience.  11 

A. I have a Bachelor of Science degree in Accounting from Wayne State 12 

University and a Masters Degree in Business Information Technology from 13 
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Walsh College.  I am a Certified Public Accountant.  I joined Integrys Energy 14 

Group, Inc. (“Integrys”) in 2005 as Controller for Integrys Energy Services, Inc., a 15 

former Integrys non-utility subsidiary.  In 2010, I was named Vice President and 16 

Treasurer of Integrys and Treasurer of its subsidiaries, including North Shore and 17 

Peoples Gas.  On June 29, 2015, Wisconsin Energy Corporation (now WEC 18 

Energy) closed its acquisition of Integrys.  Upon closing I was named Vice 19 

President of WEC Energy.  I assumed my current position on October 15, 2015.  20 

Prior to joining Integrys, I managed the accounting department for DTE Energy 21 

Trading.  I also managed the accounting group for CoEnergy Trading prior to 22 

DTE’s acquisition of CoEnergy’s parent company, MCN Energy.  I began my 23 

professional career with Arthur Andersen in Detroit, Michigan. 24 

Q. Are you including any attachments to your testimony? 25 

A.  Yes. 26 

NSG-PGL Ex. 1.1 is the proposed WEC Energy AIA. 27 

NSG-PGL Ex. 1.2 is North Shore/Peoples Gas’ response to Staff data 28 

request DLH 1.05. 29 

NSG-PGL Ex. 1.3 is North Shore/Peoples Gas’ response to Staff data 30 

request DLH 1.06. 31 

Q. Please describe Petitioners. 32 

A. North Shore is a corporation organized and existing under the laws of the 33 

State of Illinois, having its principal office at 200 East Randolph Street, Chicago, 34 

Illinois 60601.  It is engaged in the business of purchasing natural gas for and 35 

distributing and selling natural gas to approximately 159,000 customers in Cook 36 
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and Lake Counties, Illinois.  North Shore is a “public utility” within the meaning of 37 

the Public Utilities Act (“Act”).  North Shore is a wholly-owned subsidiary of 38 

Peoples Energy, LLC (“PELLC”), which is a second tier wholly-owned subsidiary 39 

of WEC Energy. 40 

Peoples Gas is a corporation organized and existing under the laws of the 41 

State of Illinois, with its principal office at 200 East Randolph Street, Chicago, 42 

Illinois 60601.  Peoples Gas is engaged in the business of purchasing natural 43 

gas for and distributing and selling natural gas to approximately 830,000 44 

customers in the City of Chicago, Illinois.  Peoples Gas is a “public utility” within 45 

the meaning of the Act.  Peoples Gas is a wholly-owned subsidiary of PELLC, 46 

which is a second tier wholly-owned subsidiary of WEC Energy. 47 

Q. Please describe WEC Energy. 48 

A. On June 29, 2015, WEC Energy was formed when Wisconsin Energy 49 

Corporation closed the transaction under which it acquired Integrys.  WEC 50 

Energy currently has seven state-regulated utilities in the holding company 51 

system.  In addition to North Shore and Peoples Gas in Illinois, these utilities are:  52 

Michigan Gas Utilities Corporation (providing gas service in Michigan); Minnesota 53 

Energy Resources Corporation (providing gas service in Minnesota); Wisconsin 54 

Electric Power Company (providing gas and electric service in Wisconsin and 55 

electric service in Michigan); Wisconsin Gas LLC (providing gas service in 56 

Wisconsin); and Wisconsin Public Service Corporation (providing gas and 57 

electric service in Wisconsin and Michigan). 58 

Q. Does WEC Energy have non-utility businesses? 59 
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A. Yes, WEC Energy has several non-utility subsidiaries, only one of which is 60 

a significant contributor to earnings.  W.E. Power, LLC (“We Power”) was 61 

established to own generating assets and lease them to Wisconsin Electric 62 

Power Company under a long-term lease arrangement that the Public Service 63 

Commission of Wisconsin (“PSCW”) approved.  The activities and costs of We 64 

Power are closely monitored and audited under PSCW guidelines.  As such, 65 

WEC Energy includes its results in the regulated portfolio, which accounted for 66 

approximately 99% of earnings in 2015.  However, for purposes of the WEC 67 

Energy AIA, We Power is a “Non-Regulated Party.”  Notably, WEC Energy does 68 

not have an alternative retail gas or electric supplier as the non-utility marketing 69 

operations of Integrys were sold prior to the acquisition by Wisconsin Energy 70 

Corporation.  In the first quarter of 2016, WEC Energy divested the subsidiaries 71 

that engaged in the compressed natural gas business (the companies doing 72 

business as Trillium CNG). 73 

Q. Briefly describe the subject matter of this proceeding. 74 

A. On April 1, 2016, North Shore/Peoples Gas filed with the Illinois 75 

Commerce Commission (“Commission”) for approval of the WEC Energy AIA.  76 

The proposed WEC Energy AIA is among WEC Energy, which is a public utility 77 

holding company; WEC Business Services LLC (“WBS”), which was formerly 78 

known as Integrys Business Support, LLC, and is a wholly-owned centralized 79 

service company subsidiary of WEC Energy; and all other subsidiaries of WEC 80 

Energy, including North Shore and Peoples Gas.  The WEC Energy AIA, if 81 
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approved by this Commission and other state commissions requiring approval, 82 

would replace several affiliated interest service agreements. 83 

Q. For North Shore/Peoples Gas, what agreements would it replace? 84 

A. As I describe in more detail below, it would replace the agreement under 85 

which North Shore/Peoples Gas provide and receive services from all other 86 

companies in the WEC Energy holding company system and the agreement 87 

under which North Shore/Peoples Gas receive services from WBS. 88 

Q. What other state commissions must approve the WEC Energy AIA? 89 

A. The PSCW and the Minnesota Public Utilities Commission (“MPUC”) must 90 

approve the agreement.  As in Illinois, the PSCW approval must occur before the 91 

agreement may take effect.  The MPUC must approve the agreement, but it does 92 

not require prior approval. 93 

Q. Why are North Shore/Peoples Gas and other WEC Energy companies 94 

proposing a new agreement? 95 

A. This Commission, in Docket No. 14-0496, approved a Reorganization 96 

under which Wisconsin Energy Corporation acquired Integrys.  The public utility 97 

commissions in the States of Michigan, Minnesota, and Wisconsin also approved 98 

Wisconsin Energy Corporation’s acquisition of Integrys.  The PSCW, in 99 

proceedings related to the acquisition docket, addressed the proposed affiliated 100 

interest agreement that was before this Commission in Docket No. 14-0496 and 101 

two interim agreements under which WBS would provide services to Wisconsin 102 

Energy Corporation’s legacy regulated and non-regulated subsidiaries.  The 103 

PSCW orders approving the affiliated interest agreements did so only on an 104 
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interim basis and established a sunset date of April 1, 2016.  In response to the 105 

PSCW’s interim approval of the WBS and non-WBS service agreements, WEC 106 

Energy prepared an affiliated interest agreement to replace those agreements.  It 107 

is this agreement that North Shore/Peoples Gas filed for approval. 108 

Q. You stated that an affiliated interest agreement was before this 109 

Commission in Docket 14-0496.  Please explain. 110 

A. Among other things, the Commission approved an affiliated interest 111 

agreement “on an interim basis until the Commission has approved a new 112 

affiliated interest agreement in an order in the pending Docket Nos. 12-0273/13-113 

0612 (Consol.); and the resulting affiliated interest agreement approved by the 114 

Commission in Docket Nos. 12-0273/13-0612 (Consol.) shall replace the existing 115 

10-0408 AIA as the governing document of affiliated transactions between the 116 

Joint Applicants.”  (Docket 14-0496 June 24, 2015 Order at 102.)  The “10-0408 117 

AIA” that the Commission referenced was the agreement that the Commission 118 

approved in Docket No. 10-0408 under which companies in the Integrys holding 119 

company system could provide to and receive from all other companies in the 120 

system services described in the agreement, except that the service company 121 

would not provide services under this agreement.  On August 5, 2015, North 122 

Shore/Peoples Gas filed a fully executed copy of the version of the agreement 123 

that the Commission approved on an interim basis.  On November 4, 2015, North 124 

Shore/Peoples Gas filed a fully executed copy of the version of the agreement 125 

that included the rider that the Commission ordered in Docket Nos. 12-0273/13-126 

0612 (cons.). 127 
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Q. You stated that the PSCW approved two other agreements on an interim 128 

basis.  Did this Commission also approve those agreements? 129 

A. No.  Those other interim WBS agreements were not before this 130 

Commission because the legacy Integrys companies, including North Shore and 131 

Peoples Gas, are not parties to these agreements.  Those agreements cover 132 

only WBS’ services to the legacy Wisconsin Energy Corporation companies.  133 

North Shore/Peoples Gas continue to receive services from WBS under the 134 

agreement approved in Docket No. 07-0361.   135 

Q. Please describe in more detail the affiliated interest agreements that the 136 

proposed WEC Energy AIA will replace. 137 

A. The two agreements under which North Shore/Peoples Gas receive and 138 

provide services and that the WEC Energy AIA would replace are the following: 139 

(1)  Under an agreement that the Commission approved in Docket No. 07-140 

0361, WBS provides a broad array of services to the state-regulated utilities in 141 

the legacy Integrys holding company system (the “WBS Reg AIA”). 142 

(2)  Under the agreement that the Commission approved in Docket No. 143 

14-0496, all companies in the WEC Energy holding company system may 144 

provide to and receive from the other companies in the WEC Energy holding 145 

company system (including services to but not from WBS) a broad array of 146 

services (the “14-0496 WEC Energy AIA”). 147 

Q. Are there other affiliated interest agreements that the proposed WEC 148 

Energy AIA would replace that did not require this Commission’s approval? 149 
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A. Yes.  The WEC Energy AIA will replace three other agreements.  These 150 

three agreements, to which North Shore/Peoples Gas are not parties but under 151 

which other companies in the WEC Energy holding company system provide and 152 

receive services, are the following: 153 

(1)  WBS provides a broad array of services to the non-regulated 154 

companies in the legacy Integrys holding company system (the “WBS Non-Reg 155 

AIA”). 156 

(2)  WBS may provide a broad array of services to the state-regulated 157 

utilities in the legacy Wisconsin Energy Corporation holding company system. 158 

This is similar to the WBS Reg AIA. 159 

(3)  WBS may provide a broad array of services to the non-regulated 160 

companies in the legacy Wisconsin Energy Corporation holding company 161 

system.  This is similar to the WBS Non-Reg AIA. 162 

Q. Are North Shore/Peoples Gas parties to other affiliated interest 163 

agreements that are not affected by the WEC Energy AIA? 164 

A. Yes.  North Shore and Peoples Gas are parties to other Commission-165 

approved affiliated interest agreements that exist for specific services.  Those 166 

agreements are a tax allocation agreement that the Commission approved in 167 

Docket No. 07-0458 (Order, Dec. 5, 2007); inter-company loan arrangements 168 

that the Commission approved in Docket Nos. 02-0822 (Order, Dec. 17, 2002) 169 

and 04-0602 and 04-0603 (Order, Dec. 21, 2004); and a storage service 170 

agreement under which Peoples Gas provides service to North Shore that the 171 
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Commission approved in Docket No. 12-0381 (Order, Jan. 9, 2013).  North 172 

Shore/Peoples Gas do not propose to replace or terminate these agreements. 173 

Q. Is the WEC Energy AIA based on existing and approved agreements? 174 

A. Yes.  The starting point for the proposed WEC Energy AIA was the 14-175 

0496 WEC Energy AIA.  The proposed WEC Energy AIA combines and clarifies 176 

the five agreements it would replace.  Many of the terms and conditions of the 177 

agreements are similar.  The principal distinctions are the types of services that 178 

parties may provide and receive and requirements unique to WBS’ status as a 179 

centralized service company.  The proposed WEC Energy AIA captures the 180 

service differences by including appendices that distinguish what services may 181 

be provided by what affiliates and on what terms.  It addresses the provisions 182 

that apply only to WBS by incorporating them in the body of the agreement with 183 

clear designations to the extent they apply only to WBS. 184 

Q. Does the proposal include changes to the structure of the agreement that 185 

do not substantively change the terms and conditions of the services provided? 186 

A. Yes.  The basic structure of the proposed WEC Energy AIA is comparable 187 

to the 14-0496 WEC Energy AIA and WBS Reg AIA that this Commission 188 

previously approved.  Significant structural, but not substantive, differences are:   189 

(a) addition of a “Definitions” section (Article I); 190 

(b) clearer definition of what services are covered and what providing 191 

services encompasses through revised wording in Article II and by including 192 

separate appendices; 193 
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(c) addition of language to recognize that inter-company billing and 194 

payment is an electronic exercise within the accounting system (Sec. IV.1); 195 

(d) description of how appendices may be revised that identifies state-196 

specific distinctions (Secs. VIII.7, VIII.8, VIII.9); and 197 

(e) addition of provisions applicable only to WBS that are substantially 198 

similar to provisions in the WBS Reg AIA but were inapplicable to the 14-0496 199 

WEC Energy AIA (e.g., Secs. III.5, V.2, V.3, VI.2, VI.3). 200 

Q. Does the proposal include changes that are purely editorial in nature? 201 

A. Yes.  The proposed WEC Energy AIA includes several editorial revisions.  202 

Examples include:  the addition of a Definitions article required revisions to cross-203 

references throughout the agreement; the Recitals have been simplified; services 204 

and allocators have been alphabetized; and, for clarity, the use of passive voice 205 

has been replaced with active voice in several places. 206 

Q. You stated that the description of Services was handled through different 207 

appendices.  Please be more specific. 208 

A. The current agreements and the proposed WEC  Energy AIA include 209 

appendices and exhibits that describe services and cost allocators.  The different 210 

appendices cover different parties in their roles as service providers and 211 

recipients.  In the proposed WEC Energy AIA, Appendix C covers services that 212 

WBS may provide to any party.  Appendix D covers services that any party 213 

(except WBS, North Shore and Peoples Gas) may provide to any other party 214 

(except North Shore and Peoples Gas), but retains distinctions between 215 

regulated and non-regulated companies.  Appendix E, which is the rider that the 216 
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Commission adopted in Docket Nos. 12-0273/13-0612 (cons.), covers North 217 

Shore and Peoples Gas as providers and recipients of services to and from any 218 

party.  Appendices A and B identify the regulated and non-regulated parties, 219 

respectively. 220 

Q. Will any key terms and conditions remain the same under the proposal? 221 

A. Yes.  Many key provisions remain substantively intact.  Notably, these 222 

include: 223 

(a) Basic pricing principles are unchanged.  Services that WBS provides 224 

and receives are priced at cost.  Services between Regulated Parties are priced 225 

at cost.  “Regulated Parties” means North Shore, Peoples Gas and the other 226 

state-regulated utilities in the WEC Energy system; the “Non-Regulated Parties” 227 

are all the other companies in the WEC Energy system although, for pricing, 228 

WBS is treated separately.  Services that a Regulated Party receives from a 229 

Non-Regulated Party (except WBS) are priced at the lesser of cost or fair market 230 

value.  Services that a Regulated Party provides to a Non-Regulated Party 231 

(except WBS) are priced at the higher of cost or fair market value. 232 

(b) Reporting requirements remain that ensure the Commission and its 233 

Staff receive detailed information about inter-company activity.  For example,  234 

• North Shore/Peoples Gas would continue to submit to the 235 

Commission WBS’ FERC1 Form 60 and several supplemental 236 

schedules to the Commission’s Form 21. 237 

• The company would continue to conduct an annual audit and North 238 

Shore/Peoples Gas would submit that report to the Commission. 239 

1  Federal Energy Regulatory Commission. 
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• North Shore/Peoples Gas would continue to submit, annually, 240 

billing reports (i.e., charges as service providers and payments as 241 

service recipients). 242 

Q. Please describe, article-by-article, each section of the proposed 243 

agreement, starting with the Recitals. 244 

A. The Recitals have been shortened.  They establish that the agreement will 245 

comprehensively address affiliated interest services and transactions.  It will 246 

include providing services, sharing employees and assets and transferring 247 

assets.  This is consistent with the current agreements.  Extraneous language 248 

describing the parties is omitted. 249 

Q. Please describe Article I, Definitions. 250 

A. Although this is a new article, it takes terms used throughout the existing 251 

agreements and gathers them in a single article.  The article introduces no new 252 

terms or concepts. 253 

Q. Please describe Article II, Provision of Services.   254 

A. Together with Article III, which addresses charging for services, this is the 255 

key substantive provision.  As with current Article I of the 14-0496 WEC Energy 256 

AIA and of the WBS Reg AIA, the provision of services article serves several 257 

purposes.  First, it defines the scope of the agreement, which is broadly covering 258 

provision of services and transferring and sharing assets.  The appendices define 259 

the services in detail.  The proposed WEC Energy AIA clarifies that references to 260 

“providing” services encompasses asset transfers and sharing.  This is not a 261 

change in scope, but it clarifies the language and avoids cumbersome repetition.   262 
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Second, it states that a party may refuse to provide service.  Third, it 263 

provides for parties documenting their expectations.  Fourth, it states the 264 

principle that no Regulated Party needs to take any action that, relative to not 265 

acting under the agreement, would impede its ability to serve its customers.  266 

None of these concepts are new, and changes are editorial. 267 

Finally, a new subsection clarifies that, if a service could be provided by 268 

the service company or by another party, the party receiving the service may 269 

determine which party will provide it (assuming both are willing and able to do 270 

so).  This addresses the inevitable overlap of services that parties may provide.  271 

A notable example is the services that union employees may provide.  In this 272 

instance, union employees are employees, other than those performing field 273 

services, who are covered by collective bargaining agreements.  These union 274 

employees provide services that the service company (WBS) also provides (for 275 

example, payroll and supply chain). 276 

Q. Please describe Article III, Determining Charges for Services Provided. 277 

A. As with Article II of the current agreements, proposed Article III defines 278 

charges for services in detail.  Language from the WBS Reg AIA is added (e.g., 279 

subsection 5 concerning FERC jurisdiction) as part of consolidating the service 280 

company agreement with the 14-0496 WEC Energy AIA.  As stated above, 281 

whether a service is at cost or fair market value is unchanged.  Changes to the 282 

article are mainly clarifications of existing provisions and revising wording for 283 

consistency.  One clarification is to state that asset transfers would occur at the 284 

net book value of the asset.  This is what occurs today and is consistent with 285 
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Commission policy, but the agreement did not include this language.  Another 286 

change is to reduce the specificity in describing overheads that will follow labor 287 

costs.  The current agreements include an amount of detail that may not always 288 

reflect what costs are reasonably characterized as overhead that ought to follow 289 

labor. 290 

Q. Please describe Article IV, Billing and Payment.   291 

A. This provision covers the basic administration function of parties paying 292 

for services they receive.  The notable proposed change to this article from the 293 

comparable provisions in the existing agreements is to expressly state that billing 294 

and payment occur electronically through the accounting system.  In other words, 295 

the providing party and the receiving party are not exchanging paper but are 296 

exchanging information and funds electronically through WEC Energy’s 297 

accounting system.  Some details about the process and timing have also been 298 

revised or removed. 299 

Q. Please describe Article V, Accounting; Records; Reports.   300 

A. This continues to be a key provision in terms of information that the 301 

Commission and its Staff will receive about the agreement.  Because the starting 302 

point was the 14-0496 WEC Energy AIA, added language (Secs. V.2 and V.3) 303 

incorporates the reporting requirements applicable under the WBS Reg AIA.  For 304 

example, FERC Form 60 is a requirement that applies to FERC-jurisdictional 305 

centralized service companies like WBS that is not part of the 14-0496 WEC 306 

Energy AIA but is part of the WBS Reg AIA.  This allows the proposal to 307 

substantively mirror the existing agreements. 308 
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Within that detailed language, North Shore/Peoples Gas propose, in some 309 

subparts in subsection (3), to increase from $100,000 to $250,000 the threshold 310 

that triggers a specific reporting requirement.  The $100,000 amount was for 311 

Integrys.  WEC Energy is a much larger company than Integrys, so increasing 312 

the trigger is reasonable. 313 

Also, the description of the periodic cost study has been revised to clarify 314 

its scope.  First, the study is relevant to assess if services to and from Non-315 

Regulated Parties are priced correctly (i.e., at the higher or lower of cost or fair 316 

market value).  Thus, only services that a Non-Regulated Party receives or 317 

provides need to be in the study.  Moreover, the purpose of the requirement is to 318 

gauge if an advantage existed for a Regulated Party to purchase from the market 319 

and not from its affiliate (i.e., the fair market value is lower than the Non-320 

Regulated Party’s cost) or if charging the Non-Regulated Party at cost would 321 

subsidize that party to the potential detriment of non-affiliated companies that 322 

may complete with the affiliate (i.e., if the Non-Regulated Party had to purchase a 323 

service in the market, it would have cost more).  Thus, the types of services that 324 

ought to be reviewed are only those that are available in the market. 325 

Q. Please describe Article VI, Representations and Warranties of the Parties 326 

and Other Obligations of WBS. 327 

A. This article covers some customary legal representations and is also 328 

where some requirements specific to WBS were included.  Because the starting 329 

point was the 14-0496 WEC Energy AIA, the proposal adds language to 330 

incorporate requirements related to codes of conduct, subsidization, and books 331 
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and records applicable under the WBS Reg AIA (Secs. VI.2 and VI.3).  This 332 

allows the proposal to substantively mirror the existing agreements. 333 

Q. Please describe Article VII, Indemnity and Liability. 334 

A. Again, this article covers customary legal terms and conditions.  The 335 

proposed WEC Energy AIA includes no substantive changes to this article 336 

relative to either the 14-0496 WEC Energy AIA or the WBS Reg AIA. 337 

Q. Please describe Article VIII, Additional Provisions. 338 

A. As in the current agreements, this article covers several miscellaneous 339 

terms and conditions that do not fit within the specific articles described above.340 

 For example, the proposed effective date of the agreement would be the 341 

first day of the quarter following receipt of all necessary approvals or waivers.  As 342 

noted, the WEC Energy utilities filed for approval of this agreement in three of the 343 

four states in which they operate. 344 

The article details how changes to appendices would occur, and this 345 

language is substantially what exists in the 14-0496 WEC Energy AIA and the 346 

WBS Reg AIA. 347 

Language defining the terms “include” and “including” is added for clarity 348 

and to avoid cluttering the agreement with explanatory language whenever those 349 

terms appear. 350 

Other provisions are substantially unchanged. 351 

Q. Please describe Appendices A and B. 352 

A. Appendix A lists the regulated parties, i.e., the seven regulated public 353 

utilities in the WEC Energy holding company system.  Appendix B lists the non-354 
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regulated parties.  It does not list every non-regulated party but covers the 355 

holding company, WBS and all the parties that are not regulated parties.  While 356 

several such companies exist, none, as stated above, generates significant 357 

income.  Listing each company and then updating it as companies are formed 358 

and dissolved could be burdensome.  Moreover, the Commission receives a 359 

quarterly report listing affiliated interests and, thus, has ready and timely access 360 

to this information. 361 

Q. Please describe Appendix C. 362 

A. This appendix describes in detail the services that WBS provides and the 363 

applicable cost allocators.  It is comparable to, and based on, Exhibits B and C of 364 

the WBS Reg AIA.  The proposed WEC Energy AIA includes many editorial 365 

changes but only a few substantive changes.  NSG-PGL Ex. 1.2 details 366 

differences between proposed Appendix C and the exhibits from existing 367 

agreements that it would replace. 368 

Q. Please describe some of the significant differences. 369 

A. In the listing of services, names are changed to reflect the WEC Energy 370 

organization (e.g., “Gas Supply,” a service available only to regulated parties, 371 

would be renamed “Wholesale Energy and Fuels” and include gas and energy 372 

procurement).  Three service categories are removed, namely Corporate 373 

Development, Corporate Secretary, and Project Services.  These functions still 374 

exist but are covered by other categories.  For example, Corporate Secretary 375 

services are within the “Legal and Governance” service category.  “Customer” is 376 

retained as a service but is moved to the group of services that WBS may 377 
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provide to any party.  The service now known as “Engineering,” which focuses on 378 

gas distribution engineering, would become the somewhat broader “Operational 379 

Support and Development,” which would encompass gas and electric gas and 380 

engineering support and field operations. 381 

In the listing of allocators (which, like the services, are proposed to be 382 

alphabetized), several categories are consolidated.  For example, “Number of 383 

Customers,” “Number of Employees,” “Number of Transactions,” and “Number of 384 

Devices” cover what are multiple categories in the current agreement.  To 385 

illustrate, rather than have allocators named “Number of Mobile Data Devices” 386 

and “Number of Radios,” an allocator called “Number of Devices” can cover 387 

those and other, like categories, including device types that may develop as 388 

technology evolves.  Rather than have “Number of Union Employees” as a 389 

separate category, the allocator called “Number of Employees” can cover this 390 

category.  The consolidation does not mean that WEC Energy will not use these 391 

smaller categories as allocators when appropriate; it simply means that, within 392 

the general category, subsets may exist and the broader category descriptions 393 

identify common examples. 394 

The allocator “Hydro MW Distribution” would be replaced with the more 395 

general “Megawatts (MW).”  This more general allocator is relevant to 396 

environmental, operational and fuel procurement services. 397 

Wording for when and how the allocators are determined is also 398 

standardized when possible, using the phrases “for the most recent 12 months 399 

for which data are available or for a forecast 12-month period at the time the 400 
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budget is prepared” and “[t]his ratio will be determined annually or more 401 

frequently if required due to a significant change in circumstances.”  The intent is 402 

not to change the determinations but to use identical wording throughout. 403 

Q. Are there changes to Appendix D? 404 

A, Yes, but this appendix does not apply to North Shore and Peoples Gas, 405 

and I will not detail the changes.  It describes the services that parties other than 406 

WBS, North Shore and Peoples Gas may provide.  Appendix E is the relevant 407 

appendix for North Shore and Peoples Gas.  Many of the Appendix E changes, 408 

which I describe below and were also summarized in the Petition filed to open 409 

this docket, apply equally to Appendix D.  The proposed WEC Energy AIA 410 

includes a small number of proposed changes. 411 

Q. Please describe Appendix E. 412 

A. This is the appendix that applies when North Shore or Peoples Gas is a 413 

service provider or recipient.  It resulted from the Docket Nos. 12-0273/13-0612 414 

(cons.) matter.  In general, Appendix E is a more detailed version of Appendix D.  415 

Consequently, changes proposed for Appendix D also appear in Appendix E.  416 

Appendix E also includes some procedural items and audit requirements that are 417 

unique to North Shore/Peoples Gas.  NSG-PGL Ex. 1.3 details differences 418 

between proposed Appendix E and the rider from the existing agreement that it 419 

would replace. 420 

Q. Please describe notable changes. 421 

A. First, in the operational support services (electric and gas) that a 422 

Regulated Party may provide to another Regulated Party, “training” is added.  423 
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Currently, the services focus on day-to-day work, but training to perform that 424 

work is an integral part of operational support.  Operational training is also a 425 

service that a Regulated Party employee is apt to provide although service 426 

company employees may also provide training. 427 

Second, “Administrative and Maintenance” and “Project Assistance (IT)” 428 

are moved from incidental to major services.  This reflects the potential 429 

significance of work that could occur in these categories. 430 

Third, North Shore/Peoples Gas previously added the category of 431 

“Represented Employees” as a service that a Regulated Party may provide to 432 

another Regulated Party.  The intent was for represented employees at a utility 433 

who provided the types of services that, under legacy Integrys, service company 434 

employees would have provided, to be able to provide that service to all utilities 435 

in the system and not just their employer.  (It is unrelated to union employees at 436 

the utilities who provide operational services, which were, and continue to be, 437 

covered by other provisions in the agreement.)  North Shore/Peoples Gas 438 

propose to rename this, for clarity, as “Union Employees” and to add it as a 439 

service that a Non-Regulated Party may provide to a Regulated Party.  This 440 

category is not a “service” as such, but it reflects the potential that union 441 

employees may exist in any of the companies and moving them to the service 442 

company is likely not feasible under collective bargaining agreements.  Currently, 443 

this is a situation that exists at certain regulated utilities, but, in the future, it could 444 

exist at a non-regulated affiliate. 445 
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Fourth, “claims management” is added to “Customer” service.  This 446 

reflects the WEC Energy organization design in which claims management is not 447 

within Legal and Governance but is part of the Customer area. 448 

Fifth, in the description of “Cost Allocations,” a definition of “management” 449 

is proposed.  The term is currently used, but not defined, and a definition would 450 

remove any ambiguity about what cost allocations may cover.  Also within this 451 

category, all the Wisconsin utilities are listed with respect to intercompany loans.   452 

Sixth, the audit section includes proposed revisions to reflect changes in 453 

the organization.  Specifically, the non-regulated businesses for WEC Energy are 454 

a quite small part of the organization.  As stated above, the regulated business 455 

(together with the regulated, but non-utility, subsidiary We Power) accounts for 456 

about 99% of the corporation’s income.  WEC Energy has no retail marketing 457 

affiliate.  WEC Energy recently divested the legacy Integrys non-regulated 458 

compressed natural gas (CNG) business segment.  Overwhelmingly, the non-459 

regulated entities are in the electric energy business and not in the natural gas 460 

business.  North Shore/Peoples Gas employees have few, if any, support 461 

services to offer these entities, and North Shore/Peoples Gas have few assets 462 

that would be of value to these entities.  For these reasons, it is appropriate to 463 

revise the audit requirements applicable under Appendix E. 464 

Sixth, two changes with little relevance to gas utilities like North 465 

Shore/Peoples Gas are (1) to add “or any successor” after references to 466 

American Transmission Company, LLC and (2) to add Reliability First as a 467 

reliability organization along with MRO. 468 
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Q. Why should the Commission approve the proposed WEC Energy AIA? 469 

A. The proposed WEC Energy AIA is in the public interest, and the public 470 

would be convenienced by its approval.  It is a service agreement that combines 471 

the terms and conditions of existing agreements and will replace five existing 472 

agreements.  It relies on the existing affiliated interest agreements for key terms 473 

and conditions defining pricing as well as customary contract terms and 474 

conditions.  This reliance ensures consistency in how the regulated utilities 475 

receive and provide services. 476 

The proposed agreement addresses changes stemming from the new 477 

WEC Energy organization, notably that WEC Energy includes a centralized 478 

service company, which was not part of Wisconsin Energy Corporation but was 479 

an integral part of Integrys.  As the two organizations continue to combine their 480 

operations, including the accounting systems that will support the agreement, 481 

what services will be provided by what entities and how cost is determined (e.g., 482 

what components will constitute overhead) continue to develop.  The proposed 483 

agreement recognizes that some work remains in progress. 484 

Importantly, the proposed WEC Energy AIA retains the many current 485 

reporting and audit requirements that will continue to provide the Commission 486 

with a complete and detailed record of transactions among the WEC Energy 487 

companies, including North Shore/Peoples Gas.  The amount of information 488 

available to the state utility commissions will continue to be substantial and will 489 

assist them in overseeing activity under the agreement. 490 

Q. Does this conclude your direct testimony? 491 
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A. Yes. 492 
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