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REQUEST NO. AG 16.17: 
 
Ref: NS-PGL Ex. 29.0 Cleary Rebuttal, line 288 (Non-Executive Incentive 
Compensation).  In her rebuttal, Ms. Cleary indicates her disagreement with Mr. Brosch’s 
50% disallowance of Non-executive Incentive Compensation, stating, “Further, as I 
testified in my direct testimony, the amount of O&M costs budgeted for the 2013 test year 
at issue in these rate cases likely would have been even higher in the absence of the O&M 
cost control metric.”  Please provide the following additional information: 

a. Provide a detailed calculation and statement of assumptions to quantify how 
much “higher in the absence of the O&M cost control metric” Ms. Cleary 
believes the PGL and NSG test year forecasted O&M expenses would have 
been in 2013. 

b. Is it Ms. Cleary’s belief that O&M expense savings achieved in one year 
carry forward in all subsequent years without regard to whether cost control 
incentives are offered or paid in subsequent years?  Please explain and 
provide supporting documentation for your response. 

c. Are any of the following elements of O&M expense excluded from the 
determination of the O&M cost control goal or measured performance 
against the goal because such amounts are believed to be outside the 
control of utility management/employees: 

i. Employee pensions? 
ii. Other Post Employment Benefits (OPEBs)? 
iii. Injuries and Damages? 
iv. Materials 
v. Postage. 

d. Are any elements of O&M expense not included in the listing in part (c) 
excluded from consideration within the cost-control O&M component of the 
Non-executive Incentive Compensation Plan? 

e. If your response to part (d) is affirmative, please list and describe each 
excluded O&M cost element and explain the basis for its exclusion. 

 
RESPONSE: 
 
a. As stated in response to previous data requests, such as Peoples Gas AG 8.17, it is 

not possible, to quantify or otherwise show a direct link to particular dollars in 
specific line items of the 2013 O&M budget that have been reduced or controlled 
(i.e., would otherwise have been larger) as a result of the O&M cost control metric.  
Peoples Gas and North Shore are not aware of a method by which such impact can 
be accounted for and quantified in such a manner.  Based upon numerous past orders 

PGL 0020982

NS-PGL Ex. 45.3 
Page 1 of 2



ICC Docket No. 12-0512 
The Peoples Gas Light and Coke Company’s Response to  

Attorney General Data Requests AG 16.01-16.25 
Dated:  December 20, 2012 

 
of the Commission that have allowed recovery of incentive costs for metrics that 
reduce or control operational costs, however, Peoples Gas and North Shore have 
included this metric in their Non-Executive Incentive Plans to incentivize employees to 
work towards the reduction and control of O&M costs, which, everything else being 
equal, will result in benefits to customers in the form of lower rates than they would 
otherwise experience.  See, e.g., In re Commonwealth Edison Co., ICC Docket No. 
05-0597 (Order July 26, 2006) at pp. 95-96 (“Lowering O&M expenses, all else 
being equal, has the obvious effect of reducing the expenses to be recovered in 
future rate cases.”)   Also, see the response to Peoples Gas AG 16.16. 

 
b. Ms. Cleary has not testified that O&M expense savings achieved in one year are 

somehow made permanent or “carry forward in all subsequent years.”   These are 
annual incentive plans that are based on metrics applicable to a particular year in 
question.  What Ms. Cleary has testified is, as found by the Commission, that 
reducing a utility’s costs in one year generally has the effect of reducing the costs to 
be recovered in future rate cases, all else being equal.  This is because budgets 
tend to build on each other, year after year, with budgets in subsequent years 
tending to be based on the budgets and performances in prior years.  But the costs 
budgeted for and/or incurred in subsequent years can be impacted by many factors 
that are discontinuous from previous years, such as the beginning or ending of a 
capital investment program or higher inflationary pressures in the economy 
generally.  In other words, all things typically do not remain “equal” on a year to year 
basis. 

 
c. No.   
 
d. The plan document controls what is excluded in the calculation of non-fuel O&M 

expense adjusted, which is the metric that is measured under this portion of the 
Non-Executive Incentive Compensation Plan.  While the 2013 Non-Executive 
Incentive Compensation Plan has not been prepared, finalized and approved at this 
time, the definition of this metric in that plan is expected to be identical to the 
definition of this metric in the 2012 Non-Executive Incentive Compensation Plan, 
which can be found in PGL Exhibit No. 9.1 at page 6.  No element of O&M expense 
not identified as being excluded in this plan definition may be excluded. 

 
e. N/A 
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