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Q. What is your name? 1 

A. My name is Andrew J. Hesselbach.  2 

Q. Did you previously file direct testimony in this case? 3 

A. Yes. 4 

Q. What is the purpose of your rebuttal testimony? 5 

A. The principal purpose of my rebuttal testimony is to respond to Illinois Commerce 6 

Commission (“Commission”) Staff and intervenor witnesses’ direct testimony concerning 7 

the scope, metrics, reporting, and labor resources of The Peoples Gas Light and Coke 8 

Company’s (“Peoples Gas” or the “Company”) System Modernization Program (“SMP”). 9 

Q. Please summarize your rebuttal testimony. 10 

A. In my rebuttal testimony, I will: 11 

• Respond to Staff witness Mr. Brett Seagle about the scope of work that we will report 12 

on in our periodic reports to the Commission and our position about how often such 13 

reporting should be made; 14 

• Respond to testimony by Staff, the Attorney General and the City of Chicago/Citizens 15 

Utility Board by proposing a list of metrics that Peoples Gas should report on to best 16 

allow the Commission to fulfill its oversight duties; 17 

• Respond to Attorney General witness Mr. Sebastian Coppola’s suggestion that the 18 

SMP be extended to 2053; 19 
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• Respond to the various proposals by Mr. Richard Passarelli, witness for Local 18007 20 

of the Utility Workers Union of America, relating to how we structure Peoples Gas’ 21 

workforce to best accomplish the goals of the SMP;  22 

• Respond to Staff witness Mr. Gene Beyer’s proposal to continue the workshop 23 

process after this case is decided; and, finally 24 

• Respond to Staff witness Mr. Beyer’s suggestion that it would be premature to order 25 

revised or new engineering studies at this time. 26 

SMP Scope and Three-Year Plan 27 

Q. Staff witness Mr. Seagle distinguishes his definition of SMP from the larger universe 28 

of projects for which costs are recoverable under Rider QIP.  See, e.g., ICC Staff 29 

Ex. 2.0, pp. 2, 6-7.  What is your understanding of and position on the scope of the 30 

SMP as Staff uses that term? 31 

A. Mr. Seagle correctly states that what I called “SMP” in my direct testimony includes 32 

components that were not part of the accelerated main replacement program (“AMRP”).  33 

In my direct testimony I defined the SMP as including the following sub-programs: (1) 34 

Neighborhood Replacement Program; (2) Public Improvement / System Improvement; 35 

(3) High Pressure Installation Program, and (4) Transmission Upgrades.  For purposes of 36 

this testimony, I will refer to this scope as the “Full SMP.”  In his testimony, Mr. Seagle 37 

states that SMP reporting should only cover the following work: (1) replacement of leak-38 

prone cast iron and ductile iron (“CI/DI”) pipe; (2) increasing system pressure from low 39 

to medium; and (3) relocation of meters from inside to outside customers’ residences.  40 

ICC Staff Ex. 2.0, p. 4. 41 



ICC Docket No. 16-0376 -- PGL Ex. 2.0 

 -3- 

 Peoples Gas accepts Mr. Seagle’s proposal to define the scope of SMP as the three 42 

categories of work he has specified.  In the interest of clarity, I will refer to this scope as 43 

the “Staff Proposed SMP.”  If the Commission adopts the Staff Proposed SMP in its 44 

Order, then we will simply refer to that scope as “SMP” thereafter.  The Neighborhood 45 

Replacement Program and the Public Improvement/System Improvement work are fully 46 

within this scope, and we will report on those categories. 47 

 Peoples Gas had defined the Full SMP to more broadly encompass all capital work that 48 

Peoples Gas is currently considering Rider QIP recoverable to give stakeholders a 49 

comprehensive picture of our system improvement investments, consistent with some 50 

workshop discussions that focused on capital investment and its relationship to Rider 51 

QIP.  Staff's desire to limit the scope of reporting will not limit or change the capital 52 

improvement work that Peoples Gas will perform or alter the scope of cost recovery 53 

under Rider QIP.  54 

Q. Mr. Seagle requested an explanation about why certain aspects of Rider QIP 55 

category 5 (MAOP records) and category 7 (replacement of regulation stations, 56 

regulators and valve assemblies) properly fit within the proposed scope for the Staff 57 

Proposed SMP.  Please respond. 58 

A. Peoples Gas originally included Rider QIP categories 5 and 7 as part of the Full SMP 59 

scope in order to maintain consistency and transparency in reporting of all QIP-eligible 60 

system modernization work in progress.  As I stated above, however, we see no issues in 61 

reporting on the scope of work as reflected in the Staff Proposed SMP: 1) the 62 

replacement of leak-prone cast iron and ductile iron pipe; 2) increasing system pressure 63 
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from low to medium; and 3) the relocation of meters from inside to outside customers’ 64 

residences.   65 

Q. Mr. Beyer says in his direct testimony that it appears that Rider QIP, which is a cost 66 

recovery mechanism, plays a more significant and possibly limiting role in SMP 67 

design.  He requests Peoples Gas’ commitment that decisions on the design and 68 

implementation of SMP are consistent with the scope of the original and primary 69 

purposes of this project, which is to timely replace facilities considered at-risk.  Do 70 

you agree with his assertion? 71 

 A. Peoples Gas agrees with Mr. Beyer that the cost recovery mechanism should not be, and 72 

is not, a primary factor in determining or designing the scope of the Full SMP or 73 

performing necessary capital projects.  Peoples Gas is focused on improving safety and 74 

reliability for its customers as the top priority of its Full SMP.  Rider QIP encompasses 75 

much of Peoples Gas’ planned capital construction work, and its seven categories serve 76 

as a potentially useful way to define the Full SMP scope (although, as mentioned above, 77 

Peoples Gas accepts the Staff Proposed SMP as the scope for reporting purposes).  My 78 

direct testimony was not intended to suggest that work needed to maintain a safe and 79 

reliable system was dependent on the existence of Rider QIP.  However, reasonable, 80 

timely recovery of  prudently incurred costs, whether through Rider QIP, rate cases, 81 

formula rates or some other mechanism, is essential to maintain an accelerated pace of 82 

work on all components of the Full SMP, and, in particular, the work comprising the 83 

Staff Proposed SMP.  84 
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Q. Staff witness Mr. Eric Lounsberry’s testimony supports adoption of Peoples Gas’ 85 

proposed rolling three-year plan.  Please comment. 86 

A. We agree.  The rolling, flexible three-year plan will allow Peoples Gas to more accurately 87 

measure the program’s progress and cost and move away from longer term forecasts that 88 

have proven to be unhelpful in managing year-to-year -- let alone day-to-day -- decisions 89 

with respect to needed investment. It also allows Peoples Gas’ management to implement 90 

new, better approaches that benefit customers and more accurately manage the pace and 91 

costs of the program. The rolling three-year plan allows us to better measure program 92 

performance.  This approach will deliver greater certainty to our employees and 93 

contractors, which allow for better resource planning and can lead to advantageous 94 

contract pricing terms.  95 

 While Ms. Egelhoff addresses Attorney General witness Mr. Coppola’s testimony on bill 96 

impacts in more detail, I note that his analysis is based entirely on these long-term 97 

forecasts.  We believe that an analysis starting with these long term forecasts is less 98 

useful than projections based on the three-year plan. 99 

Q. Do you agree with the proposed changes to the Staff Proposed SMP three-year plan 100 

as outlined in Mr. Seagle’s Attachment 2.1? 101 

A. Not completely.  Peoples Gas agrees with most of the changes proposed by Mr. Seagle 102 

but we do not support inclusion of certain additional metrics reflected in his edits to the 103 

three-year plan.  I will discuss our proposed metrics later in my testimony.   104 
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 Metrics and Reporting 105 

Q. Please briefly describe the metrics Peoples Gas has proposed to date. 106 

A. The Commission’s Initiating and Interim Order (the “Order”) required submission of 107 

monthly metrics to monitor the SMP through the balance of 2016, pending the 108 

establishment of permanent reporting requirements in this docket.  Peoples Gas proposed 109 

the following set of permanent program metrics in my direct testimony as reflected in the 110 

following excerpt from our proposed three-year plan: 111 

    112 

Q. Please comment on your understanding of the purpose of reporting on program 113 

metrics for a large infrastructure project like the SMP. 114 

A. Peoples Gas supports the use of metrics to measure the progress and performance of the 115 

Staff Proposed SMP.  In our view, such metrics should: 116 

• Measure performance areas that are most important to the Commission and customers 117 

or to the achievement of Staff Proposed SMP objectives; 118 

• Measure performance that is largely within Peoples Gas’ control or influence; 119 

• Be clearly defined and specify all calculations; and 120 

• Be readily calculable based on data that is available or can be compiled with 121 

reasonable effort. 122 

Main Installation Main Retirement  Service Installation Meter  Installation Restoration Miles Materials 
# of Miles # of Miles # of Services # of Meters # of Miles Cost by Size
Cumulative Cost Cumulative Cost Cumulative Cost Cumulative Cost Cost by Type
$/Mile $/Mile $/Service $/Meter $/Mile
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Q. Many of the parties to this proceeding, including Staff, the Office of the Attorney 123 

General (“AG”), the Citizens Utility Board (“CUB”) and the City of Chicago 124 

(“City”), have proposed various ways of measuring and reporting on progress and 125 

performance of the SMP.  What is Peoples Gas’ position on these proposals? 126 

A. We have carefully considered each of these proposals and can agree with many of them.  127 

While our proposed list will not address each and every metric suggested by the parties, it 128 

is our opinion that these are the most important metrics that are key to measuring 129 

program progress and performance and which meet the criteria I just laid out.  Peoples 130 

Gas proposes that it report the following: 131 

 Main Replacement: 132 

• As proposed by Staff, total cost of main installed 133 

• As proposed by Staff and the AG, total number of miles main installed 134 

• As proposed by Staff and the AG, cost per mile of main installed 135 

• As proposed by Staff, comparison of actual quantities to planned quantities 136 

 Main Retired: 137 

• As proposed by Staff, total cost of main retirement 138 

• As proposed by Staff and the AG, total number of miles of main retired 139 

• As proposed by Staff and the AG, cost per mile of main retirement 140 

• As proposed by Staff, comparison of actual quantities to planned quantities 141 
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 Services Replaced:1 142 

• As proposed by Staff, total cost of services replaced 143 

• As proposed by Staff and the AG, total number of services replaced 144 

• As proposed by Staff and the AG, cost per service of replacement  145 

• As proposed by Staff, comparison of actual quantities to planned quantities 146 

Meter Move Costs:  147 

As proposed by Staff, total cost of meter moves  148 

As proposed by Staff and the AG, total number of meters moved  149 

As proposed by Staff and the AG, cost per meter moved  150 

Restoration Costs: 151 

• As proposed by Staff, total cost of restoration 152 

The Attorney General suggested that Peoples Gas propose other productivity measures 153 

“as Peoples Gas deems appropriate.”  To that end, Peoples Gas recommends three 154 

additional metrics as part of its reporting to the Commission: 155 

• A work / quantity draw-down curve showing total miles of retired material. 156 

• On an annual basis, an update to the graph reflecting weather normalized leak 157 

rates (i.e., an update to Figure 2 from my direct testimony). 158 

• Status of spend compared to annual and three-year plan budget. 159 

                                                 
1 Please note that the service install and retirement costs are rolled into the “replacement” cost.  
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Q. When does Peoples Gas propose to initiate reporting on the metrics detailed above? 160 

A. We propose to initiate reporting on the above metrics starting on July 30, 2017 for 161 

program activity in the first six months of 2017. 162 

Q. Please explain your concerns with other metric reporting that was proposed by 163 

parties in this proceeding. 164 

A. The following metrics proposed by Commission Staff and intervenors were considered 165 

by Peoples Gas but were not included in our proposed list:  166 

• We oppose reporting on the number of hours per mile of main installed separated 167 

by in-house and contractor resources.  The required data is not presently captured 168 

and if required moving forward would provide little value to a unit price-based 169 

approach we are adopting for our contractors.  Further, in-house resources do not 170 

participate in main installation work.   171 

• We also oppose reporting on increased safety or decreased risk in the manner 172 

proposed.  This is not quantifiable.  Using a metric such as leaks per mile or 173 

remaining leak-prone pipe to determine public safety provides little value but 174 

rather sets up additional points of debate regarding what is a quantifiable 175 

approach to public safety or risk.  Peoples Gas believes that the replacement of at-176 

risk cast and ductile iron main according to the current risk ranking model to be 177 

the true indicator of increased safety for our customers. 178 

• As proposed by City/CUB’s witness, metrics such as month-by-month detail, 179 

proposed sequence of work and block-by-block sequence schedule are items that 180 

Peoples Gas regularly discusses directly with the City in weekly and monthly 181 

meetings.  These details are more relevant to the City as part of its oversight of 182 
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day-to-day work in City streets, than to the Commission, which oversees work at 183 

a higher level.  We prefer to continue to work closely with the City to ensure 184 

information requests are being met, rather than including them in our reports to 185 

the Commission.  Further, the sheer volume of data associated with thousands of 186 

permits would be excessive for monitoring purposes. 187 

• Similarly, unit costs and locations for restoration quantities in a “break-out” detail 188 

(e.g., asphalt (square yards per location), ADA (each corner per location), alley 189 

aprons (each per location), sidewalk (square footage per location), pavement 190 

marking (linear feet per type per size per location), all quantities by program (with 191 

dotMaps conflicts with numbers where applicable)) would be best shared under 192 

separate reporting and communications mechanisms rather than through a 193 

program report that provides a more appropriately summary level of detail to 194 

track progress and performance.  The required data for this level of reporting does 195 

not currently exist, and the volume of data would be substantial. 196 

o  Metrics regarding the timeline of leak repairs (start date of work, leak work 197 

resolved date, concrete restoration start and end date, asphalt restoration start and 198 

end date, total timeline (days)) are not material to the tracking of progress and 199 

performance.  200 

• City/CUB proposes reporting on capital construction permits (permits associated 201 

with the execution of the work) completed within 90 days (for work intended to 202 

be completed within 90 days) and average permit duration by category.  We 203 

believe that these metrics are best addressed and communicated directly with the 204 

City under current communication processes in place. 205 
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To summarize, the above metrics and the level of detail requested are not relevant to 206 

fulfill the intended purpose and scope of our reporting to the Commission on progress 207 

and performance of the Staff Proposed SMP.  208 

Q. Your proposal is that Peoples Gas would provide reports to the Commission twice 209 

per year.  What is the basis for your position? 210 

A. Analyzing monthly data over short periods of time often appears to reveal misleading 211 

information about positive or negative trends that are more indicative of data collection 212 

methods than programmatic changes.  Such apparent “trends” are often substantially 213 

more moderate or nonexistent when viewed over longer periods of time.  We believe that 214 

monthly “snapshot” reporting does not provide data trends that are meaningful to 215 

understand program performance because, among other things, project data -- and in 216 

particular cost data -- can be volatile from month-to-month.  It is more helpful and 217 

representative of true program performance for stakeholders to view rolled up data on a 218 

semi-annual basis.  For the Commission and others, such reporting provides the 219 

capability to better view actual trends conveying the context and nuances of data at the 220 

appropriate level.  To this end, it is our opinion that (unless otherwise noted above) bi-221 

annual reporting is the most appropriate reporting mechanism and frequency.  To the 222 

extent more frequent reporting is desired by the Commission, Peoples Gas proposes that 223 

it may be reasonable to order quarterly reporting on core quantities of main installed and 224 

retired, services installed and meters relocated.  More frequent reporting on other metrics 225 

would, for the reasons cited above, deliver little value and come at significant 226 

administrative expense. 227 
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Q. Does Peoples Gas propose to utilize these metrics for the remainder of the SMP? 228 

A. Yes, or at least until, as Staff suggests, Peoples Gas petitions the Commission to change 229 

or discontinue reporting. 230 

Q. Staff witness Mr. Seagle proposes adoption of an “Earned Value” (“EV”) metric in 231 

addition to the other reporting requirements.  What is your understanding of EV 232 

metrics? 233 

A. EV is a methodology used to monitor actual work completed against a planned scope of 234 

work alongside actual costs incurred versus planned costs to estimate whether a program 235 

or project is on track from both a schedule and budget standpoint.  Schedule and cost 236 

performance indices are some of the most commonly used EV metrics. 237 

Q. Please briefly describe Staff’s recommended EV metrics. 238 

A. Staff recommends a series of detailed, schedule-based EV metrics utilizing earned hours 239 

compared to actual hours spent for each Staff Proposed SMP category, and separated by 240 

internal and external labor hours.  The intent of these detailed metrics, as proposed by 241 

Staff, is to “aid the Commission in evaluating [Staff Proposed] SMP 242 

effectiveness/productivity.”  (ICC Staff Exhibit 2.0, p. 12). 243 

Q. What is Peoples Gas’ position on including EV metrics as part of Staff Proposed 244 

SMP reporting? 245 

A. Peoples Gas believes that EV metrics would not provide the value they might in other 246 

contexts.  When work scope changes annually due to third party influences and/or 247 

priority risk ranking, and perhaps more importantly work is being performed by 248 

contractors on a unit-price contract, the use of an EV metric is less effective.  For 249 
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example, we establish a unit rate in our contracts for installation of main and will pay our 250 

contractors at that rate.  The actual cost of that main installation would be incorporated in 251 

the “earned value” metric and would not indicate whether the contractor worked 252 

efficiently.  In particular, calculating an EV metric would requiring aligning discrete 253 

scopes of work to project cost elements.  This would result in potentially hundreds of EV 254 

calculations for the more than 200 individual work components that make up the work of 255 

a given year.   256 

Q. Do you have concerns about Mr. Seagle’s specific example of EV metrics? 257 

A. Yes.  Mr. Seagle describes at page 13 of his testimony a meter installation example.  258 

Meter installation is work performed by internal labor, so the application of EV metrics 259 

has potential effectiveness.  However, in his example, there is a proposed budget of four 260 

hours for each meter installation.  If the meter installation takes less than four hours, the 261 

conclusion is that the work is done effectively.   Estimating the EV in hourly terms 262 

requires estimating standard hours to perform each task, which may either be subjective 263 

or require a substantial effort to perform a standardization study that then would apply to 264 

all future work. 265 

Q. Can the Commission evaluate the effectiveness of the Staff Proposed SMP work with 266 

the metrics that you are proposing? 267 

A. Yes.  By evaluating the metrics we are proposing to report on, and in particular cost per 268 

unit of work and the comparison of actual quantities installed to planned quantities 269 

installed, the Commission and other stakeholders can evaluate whether we are 270 

maintaining progress.  Cost per quantity rate provides a strong measure of productivity.  271 
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Tracking progress and productivity in this way will provide the greatest insight for 272 

monitoring purposes. 273 

 For example, if in July 2017 the main installation quantity is behind the plan, but the cost 274 

per quantity rate is within an appropriate range, the program is behind the planned pace, 275 

but progressing efficiently.  If the main installation quantity is on or ahead of the plan but 276 

the cost per quantity rate is above an appropriate range, the program is on schedule but 277 

progressing less efficiently than the target. 278 

 As Staff has indicated in its testimony, there are other forums to evaluate the prudence 279 

and reasonableness of costs associated with Staff Proposed SMP and Full SMP work.  In 280 

order to maintain the focus on the overall progress and performance of Staff Proposed 281 

SMP, and to insure a safe and reliable system, Peoples Gas does not feel that an EV 282 

metric is the appropriate measure to focus on. 283 

Q. In his testimony, the City/CUB witness Mr. William Cheaks claims that “although 284 

the utility is providing the reports required by the Interim Order, PGL does not 285 

propose to continue those reports.” City-CUB Ex. 1.0, p. 40.  Do you agree with this 286 

claim? 287 

A. No.  Peoples Gas has intended from the beginning to continue to report to the 288 

Commission regarding the status and performance of the work.  The format, frequency, 289 

and mechanism of the reporting are, however, subject to the Commission’s ruling in this 290 

Docket, and Peoples Gas did not presume that the interim requirements would be the 291 

final requirements.   292 
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 Extension of End Date 293 

Q. AG witness Mr. Coppola argues that reduced lower annual investments and a 294 

program end date of 2053 would be appropriate.  AG Ex. 2.0, pp. 40-42.  Do you 295 

agree? 296 

A. No.  Staff witness Mr. Lounsberry agrees with our proposed target end date of 2036-297 

2040.  I would like to highlight some of the reasons Peoples Gas does not support Mr. 298 

Coppola’s recommendation to extend the end date to 2053. 299 

 First, it is critical that the main replacement work continue at an expeditious pace.  The 300 

United States Department of Transportation’s Pipeline Hazardous Materials and Safety 301 

Administration (“PHMSA”) identified the critical safety reasons for replacement of cast 302 

and ductile iron main.  Slowing the pace is directly contrary to PHMSA’s urgent 2011 303 

call to action in which PHMSA urged state regulators “to review [their] current 304 

replacement plans for the highest risk pipelines (for example, bare steel, cast iron pipe, 305 

and pipe whose integrity is questionable or not confirmed) and consider what would be 306 

necessary to accelerate those plans.”2  Additionally, extending the end date would be 307 

contrary to the approach by many of our peers in the industry that are faced with similarly 308 

aging gas distribution main infrastructure. 309 

Second, the Illinois General Assembly recognized the importance of projects like the Full 310 

SMP when it passed the law that authorized Rider QIP.  Section 9-220.3 of the Public 311 

Utilities Act (“Act”) states that a utility with a rider must “recognize that the General 312 

Assembly identifies improved public safety and reliability of natural gas facilities as the 313 

                                                 
2 PHMSA Call to Action, March 31, 2011. 
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cornerstone upon which this Section is designed, and qualifying projects should be 314 

encouraged, selected, and prioritized based on these factors.” 315 

Third, the thrust of Mr. Coppola’s argument is based on customer bill impacts.  Peoples 316 

Gas agrees that customer bill impacts and affordability are important.  However, our 317 

analyses show that the project’s impact falls well within the General Assembly’s rate 318 

caps set within Section 9-220.3 of the Act.  In authorizing the Commission to approve 319 

Rider QIP, the General Assembly attempted to strike a balance between maintaining 320 

affordability for gas service to our customers and addressing the critical need to 321 

modernize our aging natural gas facilities. 322 

Workforce Planning 323 

Q. Staff’s May 31, 2016 Staff Report addressed the composition of Peoples Gas’ 324 

workforce.  What was Staff’s recommendation regarding Peoples Gas’ workforce, 325 

specifically related to number of in-house employees versus contractor workers?  326 

A. Mr. Beyer stated that Staff’s position regarding this matter is that Peoples Gas is 327 

responsible for determining the composition of its workforce.  Peoples Gas agrees with 328 

this position. 329 

Q. In his direct testimony on behalf of Local 18007 of the Utility Workers Union of 330 

America (“Local 18007”) Mr. Richard Passarelli claims that “graying of the 331 

workforce” is a concern. Local 18007 Ex. 1.0, p. 3.  Do you share this concern?  332 

A. Yes. This is a nationwide concern for the energy industry.  Many experienced workers 333 

from the baby boomer generation are reaching retirement age and we are beginning to see 334 

higher than normal attrition rates.  Peoples Gas has been proactively working to address 335 

this anticipated issue.  In April 2012 Peoples Gas, through collaboration with the City 336 
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Colleges of Chicago, Local 18007, and the Utility Workers Union of America 337 

(“UWUA”) Power for America Training Trust Fund, developed the Gas Sector Utility 338 

Workers Training Program for military veterans under the auspices of the UWUA’s 339 

Utility Workers Military Assistance Program (“UMAP”).  UMAP is a national training-340 

to-placement model that assists those who have honorably served their country in 341 

transitioning their military occupational skills into gainful career opportunities in the gas 342 

sector.   Peoples Gas established the partnership in 2012 through a three-year agreement 343 

with the UWUA Power for America Training Trust Fund.  The positive results of this 344 

program resulted in Peoples Gas extending this agreement by five additional years 345 

through March 31, 2020.   The program provides qualified utility workers an introduction 346 

to Peoples Gas to support the Full SMP or offset other skilled employees who begin 347 

working on the Full SMP.   348 

To date, Peoples Gas has benefited from the program and has hired over 200 skilled and 349 

qualified graduates.  Currently, the thirteenth student cohort is completing the intern 350 

application process and is scheduled to enter Peoples Gas at the end of November.  Power 351 

for America is also already preparing for the program’s fourteenth student cohort in 352 

January 2017.  As previously mentioned, several cohorts of utility workers will be 353 

produced each year at least until 2020.  We enjoy a great working relationship with Local 354 

18007 and the Power for America Training Trust in continuing to sponsor and adjust the 355 

program to meet Peoples Gas’ needs.  356 
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Q. Local 18007 witness Mr. Passarelli opines that current staffing levels are inadequate 357 

to serve customers, respond to emergencies and carry out ongoing maintenance.  358 

Local 18007 Ex. 1.0, p. 3.  Do you agree? 359 

A. No.  Current staffing is sufficient to perform needed work, and we will maintain 360 

appropriate staffing.  As I discussed above, the graying of the workforce and maintaining 361 

staffing is an issue that we acknowledge and are working to address, but that does not 362 

mean we think system safety is compromised.  That our system is safe and reliable is a 363 

tribute to the Local 18007 and other Peoples Gas employees.  Our ongoing staffing and 364 

training programs are designed to maintain and improve the safety and reliability of the 365 

system.  366 

Q. Mr. Passarelli cited examples where bringing work in house has been beneficial.  367 

Local 18007 Ex. 1.0, pp. 7-8.  Please comment on the relevance of these examples to 368 

the proposal to have more Full SMP work performed by internal labor. 369 

A. I agree that the examples cited by Mr. Passarelli are good examples of when bringing 370 

work in house can be beneficial for Peoples Gas’ employees and its customers.  We 371 

expect an internal call center to improve customer service and customer satisfaction still 372 

further.  Bringing project management in-house is producing efficiencies.  Driving down 373 

the leak repair backlog was a success story.  Those examples do not automatically 374 

translate to other scenarios.  Full SMP construction work is highly seasonal, unlike 375 

project management or the call center.  The flexibility to engage contractors to meet these 376 

seasonal requirements is a key benefit that was not relevant to, for example, the call 377 

center.  As noted above, we agree with Staff’s position that Peoples Gas should be 378 

responsible for determining the composition of its workforce 379 
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Q. What are key next steps in continuing to work with Local 18007 to meet both near 380 

and long term program needs? 381 

A. Peoples Gas has had and will continue to have a collaborative partnership with Local 382 

18007, both near term and long term.  As Mr. Passarelli testified, Peoples Gas and Local 383 

18007 have partnered on several groundbreaking initiatives including the previously-384 

mentioned Gas Sector Utility Workers Training/UMAP program, creation of a new utility 385 

worker apprenticeship program, development and ratification of a first year collective 386 

bargaining agreement for a newly represented Local 18007(C) membership within the 387 

newly established Peoples Gas Customer Call Center, and the development of a new 388 

seasonal/temporary project worker workforce to support our compliance workload needs.  389 

As in the past, commitment to partnering and collaborating with Local 18007 has been a 390 

key to establishing labor strategies to meet the demands of all of Peoples Gas’ workload.  391 

The Full SMP is a significant piece of the Peoples Gas landscape, but so are regulatory 392 

and compliance needs, and day-to-day operations and maintenance efforts.  Peoples Gas 393 

is continuously monitoring and adjusting to react to changing priorities.  When changes 394 

that are outside of standard operating practices are warranted, Peoples Gas collaborates 395 

with Local 18007 leadership to find solutions that are mutually agreeable and can move 396 

Peoples Gas forward.  In fact we recently began discussing with Local 18007 the 397 

potential for additional sources of in-house field resources, analyzing the impact of the 398 

project worker initiative and examining the potential for utilizing the new state of the art 399 

training center for training supplemental resources. 400 
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Continuing the Workshop Process  401 

Q. Staff witness Mr. Beyer proposed workshops in the first quarter of 2017 and 402 

perhaps another docket.  ICC Staff Ex. 3.0, p. 10.  Please comment.  403 

A. Peoples Gas does not support another workshop process or docket at this time.  It is 404 

premature to initiate more workshops and another docket.  First, the Commission will not 405 

act on the current workshop docket until the first quarter of 2017.  To open more 406 

workshops so soon after an order in this case allows no time for Peoples Gas, Staff and 407 

stakeholders to digest the Commission’s rulings and gain experience with what we expect 408 

will be a new reporting structure.  Second, if, as Peoples Gas proposes and Staff agrees, 409 

Peoples Gas moves forward with the three-year planning process, another round of 410 

workshops in early 2017 allows no time to develop a track record under that process.  411 

Third, this proceeding does not exist in a vacuum.  Peoples Gas has two Rider QIP 412 

reconciliation cases open, with a third reconciliation beginning in first quarter 2017, in 413 

which Staff and intervenors are assessing the first two years of costs under the rider.  414 

Further, the Liberty Consulting Group (“Liberty”) is in the midst of its two-year review 415 

period after its AMRP audit and Peoples Gas is implementing, and will continue to 416 

implement, Liberty’s recommendations even after the review period ends.  Each of these 417 

important processes require material focus and time from the same program leadership 418 

and team members that are working hard to maximize the value of every dollar invested 419 

with minimal disruption to our customers, the community, and the City.  Fourth, the 420 

recently-concluded workshop process gave all interested stakeholders a chance to 421 

comment on and raise substantial questions about the current status and future direction of 422 

the program, and this docket gives the opportunity to formalize those positions for the 423 
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Commission's consideration.  To add another workshop and docket to the mix would not 424 

be productive at this time.   425 

 Engineering Studies 426 

Q. Mr. Beyer recommended the approval of the three-year plan and proposes to 427 

consider updating any existing engineering studies or seeking any new studies after 428 

the first three years of its implementation.  Do you agree with this position? 429 

A. Yes, I agree with this position.  I believe that we should be allowed the opportunity to test 430 

our assumptions, methodologies, and implementation strategies to assess their validity 431 

prior to considering the need for updating studies or embarking on any new studies. 432 

Q. Does that conclude your rebuttal testimony? 433 

A. Yes. 434 


