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REQUEST NO. AG 16.15: 
 
Ref: NS-PGL Ex. 29.0 Cleary Rebuttal, line 196 (Non-Executive Incentive 
Compensation).  In her rebuttal, Ms. Cleary indicates her disagreement with Mr. Brosch’s 
50% disallowance of Non-executive Incentive Compensation, stating an indication of direct 
customer benefit is that, “For example, Peoples Gas was able to beat its goal for Total 
Non-fuel O&M Expense Adjusted by $22.8 million in 2011, resulting in an amount of Total 
Nonfuel O&M Expense Adjusted that was approximately $2.8 million less than the amount 
of those costs in the previous year.”  Please provide the following additional information: 

a. Provide a detailed statement of the Non-fuel O&M performance goal, actual 
performance amounts achieved and calculations translating such 
performance in the gross and PGL-allocated share of actual payout amounts 
under the plan for 2011. 

b. How much Non-executive Incentive Compensation was paid for the 2011 
plan year and charged to PGL expense in relation to the $22.8 million of 
O&M savings relative to the “goal”? 

c. Using information from prior rate cases, explain whether and quantify the 
extent to which PGL ratepayers participated in the O&M savings cited by Ms. 
Cleary.  Provide supporting calculations and documentation for your 
response. 

d. Provide a detailed explanation and calculation of the Non-fuel O&M goal for 
PGL and other relevant Integrys business units that will be used to 
administer the plan in calendar 2012. 

 
RESPONSE: 
 
a. The threshold metric for the 2011 Non-Executive Incentive Compensation Plan 

attributable to Peoples Gas was $285.9 million.  The actual performance amount of 
Peoples Gas’ 2011 non-fuel O&M expense adjusted was $263.1 million, as shown 
in the workpapers to Ms. Cleary’s direct testimony (PGL Ex. 9.0).  Peoples Gas paid 
incentive compensation in the amount of $3,634,994 related to the non-fuel O&M 
expense adjusted metric in the 2011 Non-Executive Incentive Compensation Plan, 
based on the information provided in PGL JMO 1.09 Attach 01. 

 
b. $3,634,994 in Non-Executive Incentive Compensation was paid for the 2011 Non-

Executive Incentive Compensation Plan and charged to Peoples Gas in relation to 
Peoples Gas’ performance in achieving non-fuel O&M expense adjusted in 2011 
that was $22.8 million below the threshold metric set for Peoples Gas for that year. 
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c. Peoples Gas is unable to provide the information requested because there were no 

“prior rate cases” involving the non-fuel O&M expense adjusted metric.  This metric 
was first used in the 2011 Non-Executive Incentive Compensation Plan that was at 
issue in Peoples Gas’ most previous rate case (ICC Docket No. 11-0281)  However, 
comparing the 2011 information to the 2012 budget information provided in PGL AG 
7.36 Attach 03 CORR CONFIDENTIAL demonstrates an overall budgetary increase 
between those years of only approximately 1%,  which is well-below the general 
inflation rate for the 2011-2012 period.  Using the Consumer Price Index published 
by the Bureau of Labor Statistics as a general reference for inflation, the price 
change for all items measured between 2010 and 2012 was 3.2%, and from 
November 2011 to November 2012 it was 1.8%.  This demonstrates that for the 
time period at issue in this data request, Peoples Gas was able to control the 
increase in its O&M costs with the O&M cost-control metric in place.  As stated in 
Ms. Cleary’s testimony and in responses to other data requests, it is impossible to 
calculate or quantify a specific line-item in the utility’s budget for a future year and 
directly link it to specific savings achieved in a prior year.  As previously explained, 
and as found by the Commission in its previous decisions, a reduction or control of 
O&M costs in one year will, all else being equal, have the effect of reducing the 
expenses to be recovered in future rate cases.  See In re Commonwealth Edison 
Co., ICC Docket No. 05-0597 (Order July 26, 2006) at pp. 95-96. 

 
d. Please see PGL AG 7.36 Attach 03 CORR CONFIDENTIAL. 
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