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REBUTTAL TESTIMONY OF DEBORAH HAYS
ON BEHALF OF :
MISSOURI GAS ENERGY
PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.
My name 1s Deborah Hays and my business address is 3420 Broadway, Kansas City,

Missouri.

FOR WHOM DO YOU WORK AND WHAT IS YOUR JOB TITLE?
[ am the Vice President of Human Resources for Missouri Gas Energy (“MGE”), a

division of Southern Union Company.

WHAT ARE YOUR JOB RESPONSIBILITIES AS V.ICE PRESIDENT OF |
HUMAN RESOURCES FOR MGE?

Iam responsIble for the strategic and operational functions of MGE’s Human Resources
Department, including benefits, compensation, labﬁr/er‘nployec relations, compliance, and

recruitment.

PLEASE I)ESCRIBE YOUR EDUIZ‘AT_IONAL ' BACKGROUND AND
EMPLOYMENT EXI’I:JRIENCE PI{IOR TO COMING TO WORK FOR MGE.
I have a Master’s degree in Public Administration froIn the UrIiversity of Missouri at
Kansas City. I am also certified in my profession as a Senior Professional in Human
Resources (“SPHR”). This certiﬁcation “signifies that an individual has demonstrated

mastery of the HR body of knowledgc and, through re-certification, has accepted the
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challenge to stay informed of new developments in the HR field” as stated by HRCI, the

accrediting organization.

For'over twlenty years I have worked in generalist pbsitions in Human Resources, with
fifteen years in the -senibr Human Resources position in various industries. In addition, I
have worked as a Human Resources consultant working wit'h small and medium-sized
organizations in a variety of | industries in the aréas of compensation, compliance,

empioyee rqlations, training, recruitment, and communications.

Both .my “in house” anc{ consulting Human Resources e‘xperience includes responsibility
for all areas of Hurﬁan Resources such as:

e Design and implementation of benefits pro grams and plans; |

) Desigq and implementation of compensation plans gnd structures;

s La'bolr contract negotiations;

. Design aﬁd implementaﬁon of recruitment strategies; .

" Training, both technical and soft skill;

. Desig’nl and ifnplementat:ion of wellness initiatives;

. Writing ﬁolicies, procedures, hz;.ndbooks, etc.; .

. Empioyeé coaching, couns'eling, and discipliﬁq;

» . Comptiance with applicable laws and regulations;

* Strategic planning;
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e Executive coaching; and

» Employee communication strategies and materials.

WHAT IS THE PURPOSE OF YOUR REBUTTAL TESTIMONY?
To respond to the direct testimony of Staff witnesses Eaves and Hyneman which
testimony recommends the disallowance of financially-based incentive compensation, I

will offer testimony regarding the reasonableness and necessity of MGE’s and Southern

Union’s market-based incentive compensation practices.

HOW DO MGE’S INCENTIVE COMPENSATION PRACTICES COMPARE TO

THE MARKET GENERALLY?

Accdrding td, a survej( done by Watson Wyatt, an orgaﬁjzation which, a global consulting
firm focused-;on human capital and financial management, 69.4% of organizations have
formally established bonuses for executives. In the for-profit é:atégory, this number is
73.6% and for publicly traded companies it 1s 82.5%. Fo£ Utilities and Energy
Compénies, the number is 75%. This clearly demonstrates that the Coinpany‘s use of
incentive cornpl.cnsation is well within the mainstream of me;rkct practices. The results of

this survey are shown in Schedule DH-1.
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DO HUMAN‘ RESOURCES PROFESSIONALS TYPICALLY RELY ON
MATERIAL SUCH AS THE WATSON WYATT SURVEY IN DEVELOPING
AND IMPLEMENTING COMPENSATION PLANS?

Yes‘.l Such surveys are necessary to understand what is available in the market and are a
relia;ble tool to help establisﬁ competitive compensation plans.

PLEASE DESCRIBE WHY COMPANIES OFFER INCENTIVE
COMPENSATION. |

Incentive compensation—also sometimes called variable pay—is primarily used for
execﬁtives B;:cause t:hey have the greatest opportunity to influence the performance of the
organization- and 1s based on the belief that a portion of such cinployees’ compensation
should vary depénding upon the success of the organization in altaining goals and
objectives. Inceﬁtive compensation, therefore, is useful in spurring e_.mployees to take

action in furtherance of the organization’s performance objectives.

In recent years more companies have implemented incentives for employees in all levels
in the organization. Companies are more frequently linking incentive payouts to
financial resx..ilts. The idea is to create a partnership with employ.ees, instilling more of a
sense of aCco-untability é,nd ownership, and sharing in the financial outcome of both good

and bad times.
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Incentive cémpensation is also useful as an employee recruitment and retention tool in
that it is viéwéd by employees as compensation that may;ber atta'iined, even if it is not
entirely certain of being attained on an annual basis. Consequently, the opportunity to
attain iI’lCCI‘llﬁVe compensation is viewed by emp_]gyecs as a part of the overall
compensation package and, as such, is compared to.what is available elsewhere in the

market as employees and prospective employees make decisions about where they want

to work.

DOES THIS CONCLUDE YOUR REBUTTAL TESTIMONY?

Yes, at this time.
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BEFORE THE PUBLIC SERVICE COMMISSION

OF THE STATE OF MISSOURI

In the Matter of Missouri Gas Energy's
Tariff Sheets Designed 1o Increase Rates

Case No. GR-2004-0209
for Gas Service in the Company s Missouri .

L

Service Area.
_ AFFIDAVIT OF DEBORAH HAYS -
STATE OF MISSOURI )
) SS.
COUNTY OF JACKSON )

Deborah Hays, of lawful age, an her oath states: that she has participated in the preparation of
the foregoing Rebuttal Testimony in question and answer form, to be presented in the above
case; that the answers in the foregoing Rebuttal Testimony were given by her; that she has
knowledge of the matters set forth in such answers; and that such matters are true and correct to
the best of her knowiedge and belief.

DEBORAH HAY
Subscribed and sworn to before me thrs QD day of mﬂ Y 2004.
y\ ?‘/\ &téf‘fﬂfm
Notary Public
. - B D - © KImW. Heral
My Commission Expires; FQ 3/ 200 7 Notary Public - Nofary Secl

" State of Missourt

- Jackson County
My Commission Explres Feb. 3, 2007
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Bonus, Variable Pay and Long-Term Incentive Progg,

BONUS TARGETS
PREVALENCE OF ORGANIZATIONS WITH FORMALLY ESTABLISHED TARGE’I‘ BONUSES FOR EXECUTIVES
Have Formaliy -
o~ Lsteblished Target Bontses #aof
$of Orgs, Y% of Orpa. Resporaas
Entire Sample Combined © 842 69.4% ) 781
" Profit Status : - . )
For-Profit Organizations 436 . T3.6% : 674
Not-For-Profit OTgEMZAtIONS . eaeessresssssesesrmssres 46 43.0% . 107
Stock Ovwnership Type :
Publiely Traded uerererssrnes 297 . 82.5% o 160
_ Privately Held ' 186 62.4% 298
Industry Sector i ‘ :
Durable Goods Mantfactiing . .....cmmrarimcisiann 140 71.8% 195
Non-Durable Goods Manufatturing ... ereee e esesressees - 80 71.4% : 12
Utilities and Energy . 39 75.0% : 52
Rerail and Wholasale Trade 60 $3.3% - 72
Sovices ...... 123 59.7% 206
Health Care. 3z 744% . 43
Banking and Financs ... oeerranns I vttt verraate <26 56.5% - ) 46
Insurance . 42 76.4% ' 55
Organization Size )
Under 500 FTEs 98 48.5% ' 202
500 - 999 FTEs 62 66.0% . 94
" 1,000 - 1,999 FTEs 80 69.6% ' 115
2,000 - 4,999 FTES..... ‘ 123 75.5% _ 163
5,000 or more F1Es.... .- 179 86.5% 207

o S A , _ SCHEDULE DH-1
Watson Wyar: 0 . : .
an Services S e . 1246




