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North Shore Gas Company's Response to
 

Attorney General Data Requests AG 7.01-7.36
 
Dated: October 9, 2012
 

REQUEST NO. AG 7.12: 

Ref: Schedule G-5, page 8; O&M Costs - Labor (Union Wage Rate Increases). 
According to this Schedule, "Union employee wage increases were based on existing 
union contracts. The contract stipulates a 3.25% increase in July 2012. The Company 
assumed a similar increase would occur in July, 2013. An increase of 0.55% was also 
included for progressions in both years." Please provide the following additional 
information: 

a.	 Explain the basis for the amount and timing of the assumed 3.25% increase 
in July, 2013. 

b.	 Provide complete copies of all documents associated with or supportive of 
your response to part (a). 

c.	 Explain the basis for the assumed increase of 0.55% that was included for 
progressions in both years, indicating each union contract provision, 
operating practice, Company policy or other basis for this adjustment. 

d.	 Provide an illustration of how line progression tends to impact wage rates 
actually paid by the Company, including the effects of both promotions as 
well as replacements of senior personnel at lower pay grades through normal 
turnover. 

e.	 Provide complete copies of all analyses, workpapers, projections and other 
documents associated with or supportive of your responses to part (c) and 
(d). 

f.	 Explain each reason why the Company apparently assumes no productivity 
gains will be realized in 2012 or 2013 to offset increasing wage rates. 

g.	 Provide complete copies of all analyses, workpapers, projections and other 
documents associated with or supportive of your responses to part (f). 

RESPONSE: 

a.	 The amount and timing of Union employee wage increases is governed by 
contractual agreement between North Shore and its Union, Local Union No. 2285 
International Brotherhood of Electrical Workers, AFL-CIO (the "Union"). The current 
Labor Agreement between North Shore and the Union expires at the end of June, 
2013. Historical practice has been a general increase for Union employees 
annually, and under the current Labor Agreement, this general increase takes place 
on July 1st of each contract year. The current Labor Agreement has provided for 
general wage increases in the amount of 3.25% on July 1, 2010, July 1, 2011, and 
July 1, 2012. 

It is North Shore's best projection, however, that when it reaches a new Labor 
Agreement with the Union in 2013, it will negotiate general wage increase in the 
amount of 3.0% for Union employees for 2013, based on current market data. It 
should be noted that the first two years of the current Labor Agreement provided for 
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general wage increases in the amount of 3.0%, as well. Accordingly, the 3.25% 
increase amount in Schedule G-5, page 8 should be updated to 3.0%. Further, it is 
North Shore's best projection that the timing for the first such increase under the 
new contract will be July, 2013. 

b.	 The following documents support the response to part (a): 

North Shore AG 7.12 Attach 01 - Agreement between North Shore and 
Union (July 1,2008 - June 30, 2013) 

Workpaper WPG-1 (1), at page 11 

Peoples Gas AG 7.31 Attach 01 CONFIDENTIAL - 2012-2013 World at 
Work Salary Budget Survey Executive Report and Analysis 

Peoples Gas AG 7.31 Attach 02 CONFIDENTIAL - Budgeted Labor Rate 
Changes 2012 and 2013 (dated May 20,2011) 

Peoples Gas AG 7.31 Attach 03 CONFIDENTIAL - Budgeted Labor Rate 
Changes 2013 and 2014 (dated June 1, 2012) 

c.	 Although 0.55% was originally forecasted as the increase amount for progressions 
for Union wages as shown in Schedule G-5, page 8, the amount subsequently was 
increased to 0.60%, which is the currently budgeted amount for the test year 2013 
as reflected in WPG-1 (1) p.11. The previously estimated amount of 0.55% was 
more recently updated to 0.60% based on an understanding that the number of 
Union employees expected to advance to new levels in their positions in 2013 will 
be larger than previously estimated. This is based on North Shore's historical 
experience with the number of Union employees who progress each year and the 
size of its workforce. See North Shore AG 7.12 Attach 01 (Union Labor Agreement) 
at Article XI (page 21) and Appendix B (pages 32-36) which requires that a Union 
employee's hourly rate be based on that employee's position as listed in the 
Classification appendix. 

d.	 The impacts of progressions on wage rates for each position is shown at North 
Shore AG 7.12 Attach 01, pages 32-36. 

e.	 See North Shore AG 7.12 Attach 01. 

f.	 The wage increases for Union employees reflect contractually negotiated increases 
between the parties. These negotiations, and subsequent agreement, do not reflect 
productivity gains. 
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Further responding, North Shore states that it has achieved increased productivity 
through aggressive O&M management across the business, not specifically with 
labor rates. Further, assuming a company's workforce dedicated to the day-to-day 
operations of the company remains constant in size but increases its productivity, 
there would be no reason that this more productive workforce would be paid less or 
experience lower increases in their wages compared to other workforces. Indeed, 
one would expect a more productive workforce to perhaps receive larger pay 
increases in order for the company to incentivize and retain the workforce that has 
become more productive relative to other workforces. 

g. None. 
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REQUEST NO. AG 7.30: 

Ref: Schedule G-5. page 8: O&M Costs - Labor (Union Wage Rate Increases). According to 
this Schedule, "Union employee wage increases were based on existing union contracts. The 
contract stipulates a 3.25% increase in July 2012. The Company assumed a similar increase would 
occur in July, 2013. An increase of 0.55% was also included for progressions in both years." 
Please provide the following additional information: 

a.	 Explain the basis for the amount and timing of the assumed 3.25% increase in July, 
2013. 

b.	 Provide complete copies of all documents associated with or supportive of your 
response to part (a). 

c.	 Explain the basis for the assumed increase of 0.55% that was included for 
progressions in both years, indicating each union contract provision, operating 
practice, Company policy or other basis for this adjustment. 

d.	 Provide an illustration of how line progression tends to impact wage rates actually 
paid by the Company, including the effects of both promotions as well as 
replacements of senior personnel at lower pay grades through normal turnover. 

e.	 Provide complete copies of all analyses, workpapers, projections and other 
documents associated with or supportive of your responses to part (c) and (d). 

f.	 Explain each reason why the Company apparently assumes no productivity gains 
will be realized in 2012 or 2013 to offset increasing wage rates. 

g.	 Provide complete copies of all analyses, workpapers, projections and other 
documents associated with or supportive of your responses to part (t). 

RESPONSE: 

a.	 The amount and timing of Union employee wage increases is governed by 
contractual agreement between Peoples Gas and its Union, Gas Workers Union, 
Local 18007 Utility Workers Union of America, AFL-CIO (the "Union"). The current 
Labor Agreement between Peoples Gas and the Union expires at the end of April, 
2013. Historical practice has been a general increase for Union employees 
annually, and under the current Labor Agreement, this general increase takes place 
on May 1st of each contract year. The current Labor Agreement has provided for 
general wage increases in the amount of 3.25% on May 1, 2010, May 1, 2011, and 
May 1,2012. 

It is Peoples Gas' best projection, however, that when it reaches a new Labor 
Agreement with the Union in 2013, it will negotiate general wage increase in the 
amount of 3.0% for Union employees for 2013, based on current market data. 
Accordingly, the 3.25% increase amount in Schedule G-5, page 8 should be 
updated to 3.0%. It should be noted that the first two years of the current Labor 
Agreement provided for general wage increases in the amount of 3.0%, as well. 
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Further, it is Peoples Gas' best projection that the timing for the first such increase 
under the new contract will be July, 2013. 

b.	 The following documents support the response to part (a): 

PGL AG 7.30 Attach 01 - Agreement between Peoples Gas and Union (May 
1, 2008 - April 30, 2013) 

Workpaper WPG-1 (1), at page 11 

PGL AG 7.31 Attach 01 CONFIDENTIAL - 2012-2013 World at 
Work Salary Budget Survey Executive Report and Analysis 

PGL AG 7.31 Attach 02 CONFIDENTIAL - Budgeted Labor Rate 
Changes 2012 and 2013 (dated May 20,2011) 

PGL AG 7.31 Attach 03 CONFIDENTIAL - Budgeted Labor Rate 
Changes 2013 and 2014 (dated June 1, 2012) 

c.	 Although 0.55% was originally forecasted as the increase amount for progressions 
for Union wages as shown in Schedule G-5, page 8, the amount subsequently was 
increased to 0.60%, which is the currently budgeted amount for the test year 2013 
as reflected in WPG-1 (1) p.11. The previously estimated amount of 0.55% was 
more recently updated to 0.60% based on an understanding that the number of 
Union employees expected to advance to new levels in their positions in 2013 will 
be larger than previously estimated. This is based on Peoples Gas' historical 
experience with the number of Union employees who progress each year and the 
size of its workforce. See PGL AG 7.30 Attach 01 (Union Labor Agreement) at 
Article IX.A Section 1 (page 21) and Exhibit I (pages 40-48) which requires that a 
Union employee's hourly rate be based on that employee's position as listed in the 
Classification exhibit. 

d.	 The impacts of progressions on wage rates for each position is shown at PGL AG 
7.30 Attach 01, pages 40-48. 

e.	 See PGL AG 7.30 Attach 01. 

f.	 The wage increases for Union employees reflect contractually negotiated increases 
between the parties. These negotiations, and subsequent aqreernent, do not reflect 
productivity gains. 

Further responding, Peoples Gas states that it has achieved increased productivity 
through aggressive O&M management across the business, not specifically with 
labor rates. Further, assuming a company's workforce dedicated to the day-to-day 
operations of the company remains constant in size but increases its productivity, 
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there would be no reason that this more productive workforce would be paid less or 
experience lower increases in their wages compared to other workforces. Indeed, 
one would expect a more productive workforce to perhaps receive larger pay 
increases in order for the company to incentivize and retain the workforce that has 
become more productive relative to other workforces. 

g. None. 
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REQUEST NO. AG 7.13: 

Ref: Schedule G-5, page 8; O&M Costs - Labor (Non Union Wage Increases). 
According to this Schedule, "Non-union wages were forecast to increase 3.85% in fiscal 
2012 and 2013." Please provide the following additional information: 

a.	 Explain the basis for the amount and timing of the assumed 3.85% increases 
in fiscal 2012 and 2013. 

b.	 Provide complete copies of all documents associated with or supportive of 
your response to part (a). 

c.	 Describe the effective dates of the assumed wage rate increases and how 
such assumptions compare to the effective date of actual wage rate 
changes. 

d.	 What are the Company's policies and procedures with regard to performance 
reviews, wage levels, distribution of general wage rate increases and 
awarding of merit-based wage rate changes? 

e.	 Provide calculations and documentation showing the historical amounts of 
average wage rate increases actually granted to non-union personnel by 
effective date in 2010, 2011 and 2012, to date. 

f.	 Explain each reason why the Company apparently assumes no productivity 
gains will be realized in 2012 or 2013 to offset increasing non-union wage 
rates. 

g.	 Provide complete copies of all analyses, workpapers, projections and other 
documents associated with or supportive of your responses to part (e). 

h.	 Provide comparable information for ISS personnel with salaries allocated to 
the Company that is comparable to your responses to parts (a) through (f). 

RESPONSE: 

a.	 The original 3.85% amount forecasted for increases to wages for 2012 and 2013 
was recently reduced to 3.45%. The 3.45% amount represents the total budqeted 
amount by which the overall non-union wage base will increase in those years, and 
it consists of three components: 

• 2.6% is in the nature of a general wage increase for Regular Non-union 
employees who have acceptable performance during the performance review 
period; 

• 0.40% for a pool of funds used to provide additional discrete pay increases to 
employees who will be promoted (Le., to cover the differential in pay for an 
employee who receives a promotion to a position with a higher market-based 
rate of pay relative to that employee's previous position at the Company); 
and 
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•	 0.45% for a pool of funds used to provide additional discrete merit pay
 
increases to employees who demonstrate exemplary performance.
 

The rationale for this overall increase in the amount of non-union wage base is 
based on market data, which includes preliminary 2012 compensation surveys and 
informal information collected from other utilities concerning 2012 actual and/or 
2013 planned increases. In particular, with respect to the 2.6% general wage 
increase component, the market data for 2013 suggests that utility companies will 
be giving salary increases in the high 2% range. Further, the overall increase of 
3.45% is comparable to the increases provided for in contracts with the Companies' 
union employees. 

b.	 The following documents support the response to part (a): 

WorkpaperWPG-1(1), at page 11 

Peoples Gas AG 7.31 Attach 01 CONFIDENTIAL - 2012-2013 World at 
Work Salary Budget Survey Executive Report and Analysis 

Peoples Gas AG 7.31 Attach 02 CONFIDENTIAL - Budgeted Labor Rate 
Changes 2012 and 2013 (dated May 20, 2011) 

Peoples Gas AG 7.31 Attach 03 CONFIDENTIAL - Budgeted Labor Rate 
Changes 2013 and 2014 (dated June 1, 2012) 

c.	 The assumed effective dates for the 2012 and 2013 general wage increases and 
the discrete merit pay increases are February 19, 2012 and February 17, 2013, 
respectively. The actual effective date for the 2012 increases did not differ from the 
assumed. The effective date of the 2013 increases is planned for the assumed 
date, and will not likely change. 

The .40% pool of funds for promotional increases is not assumed for specific 
effective dates, as increases are given throughout the year as promotions occur. 

d.	 Performance reviews are given semi-annually to non-union employees. An 
employee's year-end performance review score is used to determine satisfactory 
performance in order for the employee to be eligible for the general wage increase. 
Merit increases are awarded only to employees whose performance review scores 
are Commendable or Exemplary. 

Integrys utilizes a market-based philosophy when setting increase levels, and uses
 
performance as additional criteria for increase awards.
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e.	 2010 Effective date of annual increases - 2/21/2010 
Average regulated non-union NSG annual increase on 2/21/2010 =1.99% 
Average regulated non-union NSG promotional increase in 2010 =0.03% 

2011 effective date of annual increases - 2/20/2011
 
Average regulated non-union NSG annual increase on 2/20/2011 = 2.62%
 
Average regulated non-union NSG promotional increase in 2011 = 0.71%
 

2012 effective date of annual increases - 2/19/2012
 
Average regulated non-union NSG annual increase on 2/19/2012 = 2.89%
 
Average regulated non-union NSG promotional increase in 2012* = 0.14%
 

*to date as of 10/19/2012 

f.	 North Shore Gas makes a concerted and formal effort to manage O&M expenses 
in order to reduce cost growth at the utility of which labor cost is a portion. North 
Shore Gas has achieved increased productivity through this aggressive O&M 
management across the business, not specifically with labor rates. Further, 
assuming a company's workforce dedicated to the day-to-day operations of the 
company remains constant in size but increases its productivity, there would be no 
reason that this more productive workforce would be paid less or experience lower 
increases in their wages compared to other workforces. Indeed, one would expect 
a more productive workforce to perhaps receive larger pay increases in order for the 
company to incentivize and retain the workforce that has become more productive 
relative to other workforces. While managing cost growth, North Shore Gas also 
recognizes the importance of its pay philosophy to pay market-based rates and to 
attract well-qualified talent. Like most customer-focused businesses, North Shore 
Gas maintains compensation programs that are market-based so it can attractand 
retain a qualified and motivated work force. North Shore Gas competes for quality 
employees in a market that includes regulated and non-regulated energy 
companies as well as non-energy firms. Based on market surveys, virtually all firms 
with which North Shore Gas competes for quality employees plan increased wages 
for 2012 and 2013. North Shore Gas must keep pace with market-based pay rates 
in order to remain successful in maintaining low turnover and avoiding the cost of 
recruiting, hiring and training replacements. 

g.	 See PGL AG 7.31 Attach 04 CONFIDENTIAL 

h.	 The information requested in parts (a), (b), (c), (d), (f), and (g) are the same for IBS 
as set forth above. The following is the information requested in part (e) for IBS: 

2010 Effective date of annual increases - 2/21/2010
 
Average regulated non-union IBS annual increase on 2/21/2010 = 2.03%
 
Average regulated non-union IBS promotional increase in 2010 = 1.11%
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2011 effective date of annual increases - 2/20/2011
 
Average regulated non-union ISS annual increase on 2/20/2011 = 2.68%
 
Average regulated non-union ISS promotional increase in 2011 = 1.73%
 

2012 effective date of annual increases - 2/19/2012
 
Average regulated non-union ISS annual increase on 2/19/2012 = 2.73%
 
Average regulated non-union ISS promotional increase in 2012* =1.29%
 

*to date as of 10/19/2012 
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REQUEST NO. AG 7.31: 

Ref: Schedule G-5, page 8; O&M Costs - Labor (Non Union Wage Increases). 
According to this Schedule, "Non-union wages were forecast to increase 3.85% in fiscal 
2012 and 2013." Please provide the following additional information: 

a.	 Explain the basis for the amount and timing of the assumed 3.85% increases 
in fiscal 2012 and 2013. 

b.	 Provide complete copies of all documents associated with or supportive of 
your response to part (a). 

c.	 Describe the effective dates of the assumed wage rate increases and how 
such assumptions compare to the effective date of actual wage rate 
changes. 

d.	 What are the Company's policies and procedures with regard to performance 
reviews, wage levels, distribution of general wage rate increases and 
awarding of merit-based wage rate changes? 

e.	 Provide calculations and documentation showing the historical amounts of 
average wage rate increases actually granted to non-union personnel by 
effective date in 2010, 2011 and 2012, to date. 

f.	 Explain each reason why the Company apparently assumes no productivity 
gains will be realized in 2012 or 2013 to offset increasing non-union wage 
rates. 

g.	 Provide complete copies of all analyses, workpapers, projections and other 
documents associated with or supportive of your responses to part (e). 

h.	 Provide comparable information for ISS personnel with salaries allocated to 
the Company that is comparable to your responses to parts (a) through (f), 

RESPONSE: 

a.	 The original 3.85% amount forecasted for increases to wages for 2012 and 2013 
was recently reduced to 3.45%. The 3.45% amount represents the total budgeted 
amount by which the overall non-union wage base will increase in those years, and 
it consists of three components: 

•	 2.6% is in the nature of a general wage increase for Regular Non-union 
employees who have acceptable performance during the performance review 
period; 

•	 0.40% for a pool of funds used to provide additional discrete pay increases to 
employees who will be promoted (i.e., to cover the differential in pay for an 
employee who receives a promotion to a position with a higher market-based 
rate of pay relative to that employee's previous position at the Company); 
and 
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•	 0.45% for a pool of funds used to provide additional discrete merit pay 
increases to employees who demonstrate exemplary performance. 

The rationale for this overall increase in the amount of non-union wage base is 
based on market data, which includes preliminary 2012 compensation surveys and 
informal information collected from other utilities concerning 2012 actual and/or 
2013 planned increases. In particular, with respect to the 2.6% general wage 
increase component, the market data for 2013 suggests that utility companies will 
be giving salary increases in the high 2% range. Further, the overall increase of 
3.45% is comparable to the increases provided for in contracts with the Companies' 
union employees. 

b.	 The following documents support the response to part (a): 

Workpaper WPG-1(1), at page 11 

PGL AG 7.31 Attach 01 CONFIDENTIAL & PROPRIETARY - 2012-2013 
World at 

Work Salary Budget Survey Executive Report and Analysis 

PGL AG 7.31 Attach 02 CONFIDENTIAL - Budgeted Labor Rate 
Changes 2012 and 2013 (dated May 20, 2011) 

PGL AG 7.31 Attach 03 CONFIDENTIAL - Budgeted Labor Rate 
Changes 2013 and 2014 (dated June 1, 2012) 

c.	 The assumed effective dates for the 2012 and 2013 general wage increases and 
the discrete merit pay increases are February 19, 2012 and February 17, 2013, 
respectively. The actual effective date for the 2012 increases did not differ from the 
assumed. The effective date of the 2013 increases is planned for the assumed 
date, and will not likely change. 

The .40% pool of funds for promotional increases is not assumed for specific 
effective dates, as increases are given throughout the year as promotions occur. 

d.	 Performance reviews are given semi-annually to non-union employees. An 
employee's year-end performance review score is used to determine satisfactory 
performance in order for the employee to be eligible for the general wage increase. 
Merit increases are awarded only to employees whose performance review scores 
are Commendable or Exemplary. 

Integrys utilizes a market-based philosophy when setting increase levels, and uses 
performance as additional criteria for increase awards. 
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e.	 2010 Effective date of annual increases - 2/21/2010 
Average regulated non-union PGL annual increase on 2/21/2010 = 1.99% 
Average regulated non-union PGL promotional increase in 2010= 3.68% 

2011 effective date of annual increases - 2/20/2011
 
Average regulated non-union PGL annual increase on 2/20/2011 = 2.95%
 
Average regulated non-union PGL promotional increase in 2011 = 2.73%
 

2012 effective date of annual increases - 2/19/2012
 
Average regulated non-union PGL annual increase on 2/19/2012 = 3.10%
 
Average regulated non-union PGL promotional increase in 2012* = 2.41%
 

*to date as of 10/19/2012 

f.	 Peoples Gas makes a concerted and formal effort to manage O&M expenses in 
order to reduce cost growth at the utility of which labor cost is a portion. Peoples 
Gas has achieved increased productivity through this aggressive O&M 
management across the business, not specifically with labor rates. Further, 
assuming a company's workforce dedicated to the day-to-day operations of the 
company remains constant in size but increases its productivity, there would be no 
reason that this more productive workforce would be paid less or experience lower 
increases in their wages compared to other workforces. Indeed, one would expect 
a more productive workforce to perhaps receive larger pay increases in order for the 
company to incentivize and retain the workforce that has become more productive 
relative to other workforces. While managing cost growth, Peoples Gas also 
recognizes the importance of its pay philosophy to pay market-based rates and to 
attract well-qualified talent. Like most customer-focused businesses, Peoples Gas 
maintains compensation programs that are market-based so it can attract and retain 
a qualified and motivated work force. Peoples Gas competes for quality employees 
in a market that includes regulated and non-regulated energy companies as well as 
non-energy firms. Based on market surveys, virtually all firms with which Peoples 
Gas competes for quality employees plan increased wages for 2012 and 2013. 
Peoples Gas must keep pace with market-based pay rates in order to remain 
successful in maintaining low turnover and avoiding the cost of recruiting, hiring and 
training replacements. 

g.	 See PGL AG 7.31 Attach 04 CONFIDENTIAL & PROPRIETARY 

h.	 The information requested in parts (a), (b), (c), (d), (f), and (g) are the same for IBS 
as set forth above. The following is the information requested in part (e) for IBS: 

2010 Effective date of annual increases - 2/21/2010
 
Average regulated non-union IBS annual increase on 2/21/2010 = 2.03%
 
Average regulated non-union IBS promotional increase in 2010= 1.11%
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2011 effective date of annual increases - 2/20/2011
 
Average regulated non-union ISS annual increase on 2/20/2011 = 2.68%
 
Average regulated non-union ISS promotional increase in 2011 =1.73%
 

2012 effective date of annual increases - 2/19/2012
 
Average regulated non-union ISS annual increase on 2/19/2012 = 2.73%
 
Average regulated non-union ISS promotional increase in 2012* = 1.29%
 

*to date as of 10/19/2012 
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