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Please state your name, occupation, and business address.

My name is Matt Muldoon. | am a Manager employed in the Rates, Finance,
and Audit (RFA) Division of the Public Utility Commission of Oregon (OPUC).
My business address is 201 High Street SE, Suite 100, Salem, Oregon 97301.
Please describe your educational background and work experience.

My witness qualification statement is found in Stipulating Parties/102.

What is the purpose of your testimony?

| provide an overview of Staff’s Opening Testimony regarding the Portland
General Electric Company (Portland General Electric, PGE, or Company)
request for a general rate revision, docketed as Docket No. UE 394. |
introduce Staff witness respective assignments regarding issues identified by
Staff to date. Please note that Staff reserves the right to change
recommendations and issues after reviewing testimony and analysis by other
parties in this docket. Additionally, | highlight some key topics and provide
some context regarding the Cost of Capital partial stipulation previously
executed in this docket.

How is your testimony organized?

My testimony is organized as follows:

Overview of Staff's Opening Testimony .......ccccooovviiiiiiici e, 2
Partial Stipulation Resolving Cost of Capital ..........cccoooiiiiiiiiiiiiii, 3
HIGhIIGNTS .o e 5
OVerall SUMMAIY ......uuiiiiiiiiiiiiiiiiiiiei i aeeaenae 11

Note: Light blue text hyperlinks to points within this testimony.

Dark blue text hyperlinks to points in other Staff’s testimony.

PGE UE 394 STAFF OT EXH 100 MULDOON USE ME
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OVERVIEW OF STAFF’S OPENING TESTIMONY

Q. What issues were examined by Staff in this Opening Testimony?
A. Staff reviewed the issues provided in Table 1 below:

Table 1 — Issues Examined by Staff

Staff Topic

100 Muldoon Overview

200 Fox Summary of Revenue Requirement
Overall Rate Base

Income Taxes

Incentive Payroll Taxes

Oregon Corporate Activity Tax (CAT)
Beaver Modernization

Upgrade of Excitation System

300 Cohen Compensation

Full Time Equivalents (FTE)

Uncollectible Expense

Customer Account Expenses

Advertising Expenses

Human Resources (HR) Employee Support Reductions

Compensation

2 NO OO PR WON=_2ANOOOPROWON

400 Scala Customer Services, and

Operations and Maintenance (O&M) - Non Labor (NL)
Decoupling

Lighting

Fee Free Bank Card (FFBC) Payment Option

HB 2475 Implementation

500 Fjeldheim Administrative and General (A&G) Expenses NL
Information Technology (IT)

Security (Physical and Cyber)

Cash Working Capital (CWC)

Employee Health & Life Insurance

Other Insurance

Amortization Expense

Colstrip Decommissioning Date

Trojan Nuclear Decommissioning Trust

600 Dlouhy Pension and Post-Retirement Medical Expense
Finance and Accounting Expenses

Wildfire Mitigation and Vegetation Management

WIN-_2 000N AP WN-_20RWODND
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N

Enterprise Risk Management

August 2020 Trading Losses

Monetary Trading Losses Taken Out of Rates
Personnel Changes Following the Trading Losses
Risk Practice Changes Following the Trading Losses

=N O O

700 Hanhan Transmission Projects,
Including Integrated Operations Center (I0C)
FERC Rate Case and Other Revenues

Reclassification Update

800 *Sayen Advanced Distribution Management System (ADMS) Capital
ADMS O&M

Distribution Projects

900 Gibbens Load Forecast
Direct Access Related Charges

Covid-19 Impacts Summary

Fuel Stock
Faraday Repowering Project
Affiliated Interest (Al) Transactions

1000 Enright

1100 Moore Directors and Officers (D&O) Insurance
Directors Fees and Expenses

Generation O&M NL

Transmission and Distribution (T&D) O&M NL
Non-Fuel Materials and Supplies
Miscellaneous Deferrals

Major Maintenance Accrual

1200 Rossow Memberships
Meals and Entertainment, and

Miscellaneous O&M Expense

N =2NO AR, WON=_2WON 20N 20N 20N

1300 Zarate Losses or Gains on Sales of Utility Property

Other Revenue

1400 St. Brown Level Il Outage Mechanism

Marginal Cost of Service, Rate Spread and Rate Design

1500 Peng Depreciation Expense
Depreciation Reserve

Allowance for Funds Used During Construction (AFUDC)

1600 Kim Research and Development (R&D)

1700 Shierman Transportation Electrification (TE) and Schedule 150
Line Extension Allowances for TE Projects
Recovery on TE Programs the Commission Has Approved

Recovery on TE Programs the Commission Has Not Approved

1800 Storm UM 2119 Deferral of Boardman-related costs

D AR WON_A2RWON =N =N -~

1900 Anderson Colstrip Schedule 146 Net Plant Balance

PGE UE 394 STAFF OT EXH 100 MULDOON USE ME




—

10

11

12

13

14

15

16

17

18

19

Docket No: UE 394 Staff/100
Muldoon/4

Background to TE, and
2000 Batmale 1 poyible Load and Distribution Planning (FLDP)
2 Assessment of TE and FLDP

2100 *Sayen 1 Online Marketplace

*First of two Sayen Testimonies.
*Second of two Sayen Testimonies.

PARTIAL STIPULATION RESOLVING COST OF CAPITAL

Q. The parties to this case have executed a stipulation regarding Cost of
Capital issues. Did Staff analyze all Cost of Capital components prior
to entering into the stipulation?

A. Yes. Staff economists Curtis Dlouhy and Moya Enright performed Staff’s usual
and customary analysis regarding each component of Cost of Capital, which
include Return on Equity (ROE), Capital Structure, and Cost of Long-Term
Debt as well as overall Return on Equity (ROE), inclusive of all equity flotation
expense. Because PGE, Staff, Oregon Citizens' Utility Board, Alliance of
Western Energy Consumers, Fred Meyer Stores and Quality Food Centers,
and Walmart, Inc. (collectively, the Stipulating Parties) reached a resolution on
all components of Cost of Capital, Staff’s position is described in Stipulating
Parties’ Joint Testimony in Support of a Partial Stipulation Resolving Cost of
Capital (Joint Testimony).’

The Partial Stipulation is provided as Exhibit Stipulating Parties/101 to the
Joint Testimony. For the reasons above, Staff does not provide further

testimony regarding Cost of Capital herein.

T See Stipulating Parties/100 Muldoon — Gehrke — Mullins — Bieber — Chriss — Ferchland, and
Stipulating Parties/101, First Partial Stipulation.
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. Are you proposing adjustments in Exhibit Staff/100 Muldoon?

No. John Fox in Staff/200 will address Staff-proposed adjustments, including
those reflecting Stipulating Parties’ Partial Stipulation Resolving Cost of

Capital.

. Does that conclude your testimony on Cost of Capital Issues?

Yes.

REVENUE REQUIREMENTS and STAFF ADJUSTMENTS

. What testimony addresses Revenue Requirement and Staff’s summary

of adjustments?

John Fox is the revenue requirements witness for Staff in this proceeding.? In
Staff/200, he introduces Staff-sponsored adjustments and verifies PGE’s
proposed revenue requirement utilizing Staff’s revenue requirement model. He
also uses this model to calculate Staff's modified revenue requirement after
incorporating Staff’s proposed adjustments to the Company’s revenue
requirement.

HIGHLIGHTS

. What general observations do you have regarding PGE’s general rate

case and Staff’s investigation?
One common theme in the testimony of Staff withesses is concern regarding
PGE'’s lack of focus on controlling its costs. PGE’s testimony reflects a focus

on innovation and meeting environmental goals rather than keeping rates as

See Exhibit Staff/200 Fox/1 regarding revenue requirement and Staff proposed adjustments.
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affordable as possible for customers. PGE testifies regarding “its strategic
vision to decarbonize, electrify and perform” that:
We understand that our customers care deeply about the
environment and the planet, and that they expect PGE to be a leader
in addressing climate change and we are working to meet our shared
priorities to accelerate sustainability and decarbonization. We also
know customers want us to provide more offerings and better
solutions for their individual energy needs, as well as customized
options involving the deployment of new technologies and innovative
programs and services.?
At a high level, Staff is concerned that PGE’s focus on the environmental and
innovative elements of its strategic vision may overshadow PGE’s focus on
controlling costs.
Can you provide examples of the Company’s lack of focus on controlling
costs?
Staff witness Dr. Curtis Dlouhy testifies regarding an oversight in PGE
Enterprise Risk Management protocols in 2020 that led to a large trading loss.*
PGE has since changed its risk protocols, but Dr. Dlouhy questions whether
PGE could do more to manage risk and protect customers.®
PGE’s lack of focus on cost control may also be seen in PGE’s
accounting. Standard Data Requests 057 and 058 require utilities to file
provide transactional data for all expenses and revenues for a base year and

two preceding years as well forecasted expense for the Test Year, by FERC

account, at the time they file a general rate case. Staff witness Brian Fjeldheim

3
4
5

PGE/100, Pope — Sims/7.
Staff/600, Dlouhy/31-32.
Staff/600, Dlouhy47-55.

PGE UE 394 STAFF OT EXH 100 MULDOON USE ME
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testifies in Staff/500 that he struggled to obtain transactional data in response
to these requests that was complete and internally consistent. Mr. Fjeldheim
testifies that he spent a significant amount of time on the telephone, writing
data requests, and in Teams Meetings to obtain data from PGE that reconciled
and had sufficient detail to show what PGE spent its money on.
Notwithstanding Mr. Fjeldheim’s efforts, the FERC accounting information
provided to Staff still includes over $5 million of transactions with no
explanation indicating what they were for.®

Similarly, Staff witnesses Nadine Hanhan and Nick Sayen were unable to
detect a focus on cost control for PGE’s capital investments in transmission
and distribution facilities. Both recommend excluding a portion of PGE’s
capital investments in transmission and distribution facilities including PGE’s
new Internal Operations Center (I0OC), for apparent mismanagement of costs.’

Finally, Staff witness Moya Enright found a lack of attention to costs

related to PGE’s investment in repowering the Faraday hydro facility in
Staff/1000. Ms. Enright notes that PGE did not consider all options before
deciding to move forward with the repowering and significantly underestimated
the cost of the option PGE did select.2 Ms. Enright proposes an adjustment to
the capital costs for the Faraday Repowering capital project based on these

and other facts in her testimony.

Q. Does Staff have recommendations regarding cost control measures?

6
7
8

Staff/500, Fjeldheim.
Staff/600, Hanhan; Staff//800, Sayen.
Staff/1000, Enright.

PGE UE 394 STAFF OT EXH 100 MULDOON USE ME
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Staff’s focus in this general rate case is not on recommending changes to
PGE’s cost management protocols, but on reviewing PGE’s proposed revenue
requirement. However, Dr. Dlouhy does make recommendations regarding

PGE’s risk management related to wholesale energy trading.

. Does Staff propose a new rate classification to implement House Bill

2475 that allows utilities to consider differential energy burdens on low-
income customers and other economic, social equity or environmental
justice factors that affect affordability for certain classes of utility
customers in rate design?

Staff does not in this rate case. Staff withess Michelle Scala addresses House
Bill (HB) 2475 in Staff/400. Ms. Scala notes the importance of including energy
justice communities in consideration of differential rates for energy burdened
customers. Ms. Scala testifies regarding the opportunity HB 2475 provides to
bring broad stakeholder and community voices to the table in a joint effort to
meaningfully address energy burden in Oregon and her conclusion that this
discussion cannot be had in a general rate case for only one of the six investor-

owned utilities operating in Oregon.®

. Vegetation management has increasing importance in today’s climate.

How does Staff address it in this case?
PGE has significantly increased the amounts included in its revenue
requirement for Wildfire Mitigation and Vegetation Management (WMVM) as

compared to its most recent rate case. Staff witness Dr. Dlouhy supports

Staff/400, Scala/43-44.

PGE UE 394 STAFF OT EXH 100 MULDOON USE ME
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PGE’s focus on additional spending for WMVM. In fact, Dr. Dlouhy
recommends the Commission adopt a performance-based adjustment
mechanism for PGE’s WMVM spending and establishing a deferral account in
which the Company may place up to $6 million in incremental costs or
decremental costs that differ from the costs included in rates. Any deferred
costs would be subject to a subsequent prudence review and amortization.
The amount of prudently incurred costs subject to amortization would be based
on the number of vegetation management violations identified by Commission
safety inspections and its impact on earnings thresholds.

To ensure PGE is also focused on cost control, even with respect to
WMVM spending, Staff recommends that the Commission withhold 10 percent
of PGE’s proposed O&M expense from the Test Year. To the extent PGE’s
actual costs exceed its Test Year expense, it may recover its actual costs
through the performance-based adjustment mechanism.

Does Staff offer any other measures to reduce the impact of this rate
case on customers?

Staff withess Steve Storm discusses an application to defer amounts for the
Boardman coal facility recovered in PGE rates after the plant was retired. Mr.
Storm notes that amounts recovered through this deferral can be used to offset
the rate increase to customers.™®

Does this conclude your highlights of Staff’s opening testimony?

Yes.

Staff/1800, Storm.

PGE UE 394 STAFF OT EXH 100 MULDOON USE ME
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OVERALL SUMMARY

. What does PGE present as the key drivers for this general rate case?

In PGE’s Executive Summary, PGE explains that it is seeking cost recovery for

certain activities. In total, these expenditures represent a $59.0 million in

incremental test year revenue, which equates to a 2.9 percent increase in base

rates. These activities include:!’

Grid security, compliance, and modernization inclusive of IOC and ADMS;
Repowering of the Company’s Faraday powerhouse on the Clackamas
River;

Wildfire and major storm investment to improve reliability and resilience; and

Transportation electrification efforts.

Further, PGE describes how it has worked efficiently with good cost control in

all activities.

Please describe factors Staff used to focus its review beyond

necessary improvements to serve customers safely and reliably.

Staff also focused on the following factors in its review:

Process and timing of investments;
Alternatives considered;

Risk management;

Cost controls and overruns;

Changes where costs should not be the responsibility of customers;

See PGE/100 Pope — Simms, page 9,16,

PGE UE 394 STAFF OT EXH 100 MULDOON USE ME
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e Reasonableness of loadings; and

e Process efficiency.

For example, a project that is not needed for some time into the future may not
be used and useful upon completion. Other projects may have supply chain
impacts from Covid-19 difficulties and not be able to be completed within the
time frame addressed by this rate case. Further, PGE is held to a high
standard of managing costs and risks to obtain targeted resources and benefits
for customers at best prices. Staff’s review in a rate case may identify costs
associated with unfortunate circumstances that are not, or are not wholly, the
responsibility of PGE’s customers. It is also Commission practice to disallow
some or all of certain costs incurred for reasons that do not directly benefit

ratepayers.

. How does Staff present its opening testimony?

Staff is presenting the following opening testimony in 21 parts:

In Exhibit 200, John Fox, Senior Financial Analyst summarizes revenue
requirement, discusses overall rate base and addresses PGE’s income
taxes. Staff adjustments recapped by Mr. Fox would reduce PGE’s
requested $2,105 test year revenue requirement as shown on
Staff/200 Fox/2.

In addition, Mr. Fox reviews PGE’s incentive payroll taxes, the
Company’s Oregon Corporate Activity Tax (CAT), Beaver modernization,

and PGE’s upgrade of its excitation system. He proposes increase and

PGE UE 394 STAFF OT EXH 100 MULDOON USE ME
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decrease adjustments for these on expenses and decrease adjustments
on plant in service.

In Exhibit 300, Heather Cohen, Senior Utility Analyst, provides background,
analysis, and recommendations regarding the Company’s Test Year
expense for wages, salary, incentives, and full-time equivalents. She also
addresses Staff’s proposed adjustments to the Company’s Test Year
expense for PGE’s uncollectibles, customer accounts, advertising and
promotional activities, and human resources / employee support budgets.
Ms. Cohen proposes an adjustment for wages and salaries.

In Exhibit 400, Michelle Scala, Senior Utility Analyst, discusses Staff's
analysis and position on the following issues: Test Year expense for
Customer Services (Operations and Maintenance/Non-Labor); PGE’s
proposed changes to its decoupling mechanism; PGE’s proposed
changes to its tariffs for Street and Highway Lighting; Recovery of costs
related to PGE’s Fee Free Bank Card Payment Option; and House Bill
2475 Implementation. Ms. Scala proposes adjustments on nonresidential
fee free bankcards, and on Customers Service expenses.

In Exhibit 500, Brian Fjeldheim, Senior Financial Analyst, presents analysis
in the general categories of non-labor administrative and general
expenses (A&G), information technology (IT) and IT projects, physical
and cyber security, working capital, employee health insurance, other
insurance, and amortization expense. Mr. Fjeldheim’s testimony supports

adjustments on A&G Expenses, IT Projects, and Cash Working Capital.

PGE UE 394 STAFF OT EXH 100 MULDOON USE ME
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He also has some additional concerns regarding the preparation of the
Company’s Standard Data Requests (SDRs).

In Exhibit 600, Dr. Curtis Dlouhy, Senior Economist, analyzed Pension and
Post-Retirement Medical Expense; Finance and Accounting Expense;
Wildfire Mitigation and Vegetation Management; Enterprise Risk
Management (ERM), and August 2020 Trading Losses; Monetary Trading
Losses Taken Out of Rates; Personnel Changes Following the Trading
Losses; and Risk Practice Changes Following the Trading Losses. Dr.
Dlouhy proposes an adjustment on pension expenses and wildfire
mitigation and vegetation management. He particularly focuses on PGE

trading floor losses.

In Exhibit 700, Nadine Hanhan, Senior Utility Analyst, describes her review of
the capital costs of PGE’s transmission projects and some projects that
are a combination of transmission and distribution (together referred to as
“transmission projects”). Ms. Hanhan also provides a brief overview of
the PGE’s proposed treatment of any increases in transmission sales
revenue that may stem from PGE’s planned FERC rate case, in addition
to an update on PGE'’s reclassification of assets as a result of docket UM
2031. Ms. Hanhan’s testimony supports adjustments on Transportation
and Distribution (T&D) projects.

In Exhibit 800, Nick Sayen reviews PGE’s investment in an Advanced
Distribution Management System (ADMS), ADMS operations and

maintenance (O&M), distribution projects, and projects that are a

PGE UE 394 STAFF OT EXH 100 MULDOON USE ME
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combination of distribution and transmission (together referred to as
“distribution projects”). Mr. Sayen proposes adjustments on ADMS and
Distribution Projects.

In Exhibit 900, Scott Gibbens, Manager of Policy and Economic Analysis,
reviews PGE’s proposed non-bypassable charges and the Company’s
load forecast for the test year. Mr. Gibbens provides an overview of

COVID-19 impacts, from a rate case perspective.

In Exhibit 1000, Moya Enright, Senior Economist, looks at fuel stock,
inclusive of fuel stock by fuel type, and timeline for surrender of Carbon
Dioxide (COz2) allowances; PGE’s Faraday Repowering Project; and
affiliated interest transactions. Her testimony supports dissallowances for
elements of fuel stock and Faraday Repowering. Ms. Enright proposes
adjustments on Fuel Stock and Faraday Repowering.

In Exhibit 1100, Mitch Moore, Senior Utility Analyst, presents Staff's analysis
and recommendations regarding the treatment of non-labor generation
O&M; non-labor transmission and distribution O&M; directors’ and
officers’ insurance and expenses; major maintenance agreements; non-
fuel materials and supplies; and miscellaneous deferrals.

In Exhibit 1200, Paul Rossow, Utility Analyst, testifies regarding adjustments
to the Company’s proposed Test Year expense for certain discretionary
spending and membership dues that should not be borne by ratepayers.
His recommended adjustments are derived from review of multiple data

responses, analysis PGE’s 2020 Operations and Maintenance (O&M)

PGE UE 394 STAFF OT EXH 100 MULDOON USE ME
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non-payroll transactions for FERC Accounts 500 through 935, and
Commission membership policy. Mr. Rossow proposes adjustments on
CAISO membership cost reduction, and meals and entertainment.

In Exhibit 1300, Kathy Zarate, Utility Economist, discusses the Company’s
loss and/or gains on sales of utility property, and PGE’s test year forecast
of Other Revenue. Ms. Zarate’s testimony supports adjustment on Other
Revenues.

In Exhibit 1400, Dr. Max St. Brown, Senior Utility Analyst, discusses PGE’s
proposed changes to PGE’s Level Il Outage Mechanism, marginal cost
of service study, and rate spread and rate design. Dr. St. Brown
proposes adjustment to the Level Il Outage Mechanism.

In Exhibit 1500, Ming Peng, Senior Econometrician, presents Staff analysis of
the depreciation expense and accumulated depreciation, or depreciation
reserve. Ms. Peng also reviews the Allowance for Funds Used During
Construction (AFUDC) portion of revenue requirement for this general
rate case.

In Exhibit 1600, Anna Kim, Senior Utility Analyst, presents Staff analysis on
cost recovery for Research and Development.

In Exhibit 1700, Eric Shierman, Senior Utility Analyst, discusses issues
associated with the following topics relating to transportation
electrification (TE): PGE’s proposed Schedule 150; Line extension
allowances for TE projects; PGE’s recovery on TE programs the

Commission has approved; and PGE’s recovery on TE programs the

PGE UE 394 STAFF OT EXH 100 MULDOON USE ME
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Commission has not approved. Mr. Shierman’s testimony supports
adjustments to Line Extension Allowances and Transportation
Electrification projects, both those approved by the Commission and
those that did not obtain Commission approval.

In Exhibit 1800, Steve Storm, Senior Economist, addresses a request for
deferral of expenses and capital costs related to the retired Boardman
coal-fueled plant (Boardman) that are currently included in the retail rates
of Portland General Electric Company (PGE or Company).

In Exhibit 1900, Rose Anderson, Senior Economist evaluates the Company’s
proposed Schedule 146 for recovery of Colstrip revenue requirement.

In Exhibit 2000, J.P. Batmale, Division Administrator of the Commission’s
Energy Resources and Planning Program, testifies regarding the activities
and associated staffing levels by PGE related to certain public policy
areas and the Company’s proposed Test Year expense for staff hiring.

In Exhibit 2100, Nick Sayen, in his second testimony, describes Staff's
preliminary analysis of the PGE Online Marketplace platform
(Marketplace).

TRADING FLOOR SUMMARY

Q. Please explain how Staff presents its position on PGE’s trading losses.

A. Staff witness Dr. Dloughy evaluated PGE’s risk management improvements
subsequent to the Company’s trading losses in August of 2020. Further, Dr.
Dlouhy aggregates individual Staff findings regarding whether trading loss

impacts were appropriately backed out of test year revenue requirement in

PGE UE 394 STAFF OT EXH 100 MULDOON USE ME



10

11

12

13

14

15

16

17

18

19

Docket No: UE 394 Staff/100

Muldoon/17

their areas of review. Dr. Dlouhy summarizes all of Staff’'s adjustments
regarding trading floor losses in Staff/600."2

Please note that Dr. Dlouhy’s examination was narrowly focused on the
appropriate treatment of PGE’s trading losses within this rate case and cannot
be extrapolated to presume conclusions about issues not specifically

addressed in Staff’s opening testimony.

COVID-19 SUMMARY

. How did Covid-19 affect this general rate case?

Mr. Gibbens addresses Covid-19 impacts within this general rate case. He
summarizes how Covid-19 pandemic affected what individual Staff did in this
general rate case and provides his findings in Staff/900."® Note that his

summary is restricted to issues impacting this general rate case.

STAFF CONCERNS WITH STANDARD DATA REQUESTS

. Does Staff explain its concern in Opening Testimony that PGE responses

to SDR Nos. 57 and 58 were not complete and answered correctly at the
time of filing?

Yes. Mr. Fjeldheim describes the issue in detail in his testimony. Mr.
Fjeldheim and other Staff met with PGE in advance of this general rate case to

clarify that deficient and inaccurate responses to these SDRs would result in

2 See Staff/600 Diouhy.
13 See Staff/900 Gibbens.

PGE UE 394 STAFF OT EXH 100 MULDOON USE ME



10

11

12

13

14

15

16

17

18

19

20

21

22

23

Docket No: UE 394 Staff/100

Muldoon/18

the need for supplemental responses requiring the Company and Staff to have

to redundantly address the same material.

. Are the responses Nos. 57 and 58 still deficient?

Yes. SDR 57 requests non-payroll transactional base year data by FERC
account and other fields plus requires a business description for each
transaction. Staff makes an initial determination whether the expense appears
to be a reasonable business cost incurred in delivering regulated service to
Oregon customers by reviewing the transactional descriptions contained in
these SDRs. Based on this data, Staff may eliminate imprudent, excessive, or
discretionary expenses. Review of this detail is essential for eliminating costs
like branding, entertainment, lobbying, excessive affiliated payments, gifts, and
awards, etc.

SDR 58 requests historical years of accounting data by FERC account to
compare to the utility’s base year and forecasted test year to determine
whether pro forma adjustments are necessary to the test year. These may be
normalizing adjustments, annualizing adjustments, escalation adjustments, or

nonrecurring expense adjustments etc.

. Can PGE improve its response to these SDR 57 and 58 in its next general

rate case?
Yes. Staff invites the Company in its next round of testimony to describe the
difficulties it faced in meeting Staff expectations and the changes it has made

to preclude such inefficiencies in its next general rate case filing.

Q. Does this conclude your testimony?

PGE UE 394 STAFF OT EXH 100 MULDOON USE ME
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A. Yes.
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Q.

A.

> p > O

Fox/1

Please state your name, occupation, and business address.

My name is John L. Fox. | am a Senior Financial Analyst employed in the
Energy Rates, Finance, and Audit Division of the Public Utility Commission of
Oregon (OPUC). My business address is 201 High Street SE, Suite 100,
Salem, Oregon 97301.

Please describe your educational background and work experience.
My witness qualification statement is found in Exhibit Staff/201.

What is the purpose of your testimony?

The purpose of my testimony is to present the changes in revenue requirement
associated with Staff’'s opening position. Additionally, | provide background
regarding specific issues | reviewed, and my analysis and recommendations.
How is your testimony organized?

My testimony is organized as follows:

INTRODUCTION ... 2
Summary of Revenue Requirement..............cooiiiiiiiiiii e 4
Overall Rate Base.........coiiiiiiiieeeeeee e 8
Issue 1. P36836: Beaver Modernization ............ccccoooviiiiiiiiiiiiiieeecee e 13
Issue 2. P36444 Upgrade Excitation System............ccccooeeiiiiiiiiiceeen 14
Issue 3. Construction Overhead ..............ccoiiiiiiiiiiii e 16
1= 2R 19
Issue 4. Incentive Payroll TaxXes .........ooouuuiiiiiiiiiiiii e 23
Issue 5. Oregon Corporate Activity TaX ......cccccoeeviiiiiiiiiiiieieeeeeeeecee e, 26
(@70] o o1 1153 o] o IS SR 32
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INTRODUCTION

Q. What is the change in revenue requirement recommended by Staff?

A. Staff proposes to reduce the Company’s requested revenue requirement

increase from $99.0 million to ($3.7) million. This overall reduction is
inclusive of the net variable power cost settlement in Docket No. UE 391
and the stipulation reducing the overall rate of return, as well as additional

reductions proposed by Staff.

. What areas of PGE’s filing are you primarily responsible for reviewing?

| reviewed portions of the Company’s filing related to retail sales revenue,
taxes other than income, income taxes, utility plant, escalation, and regulatory
adjustments. In order to gain additional insight, | reviewed the Company’s
responses to Staff’'s Standard Data Requests (SDRs), issued approximately

70 additional data requests (DRs), and reviewed the Company’s responses.

. Are you discussing all of the issues described above in your opening

testimony?
No. | discuss only issues for which | am proposing revenue requirement
adjustments and the general requirements for review of income taxes and

utility plant.

. Are additional adjustments for these issues proposed by other Staff?

Yes. The Company’s filing is complex, and a thorough review can involve
multiple Staff members looking at each issue. In particular, individual Staff are

reviewing additions to different categories of utility plant (e.g. production,



10

11

12

13

14

15

16

Docket No: UE 394

Q.

Staff/200
Fox/3

transmission, distribution, etc.) and the effects of escalation on individual
accounts.

Why is it necessary to evaluate the effects of escalation for particular
accounts?

The Company does not simply escalate actual costs for the 2021 base year.
As explained in testimony:

[T]he revenue requirement is based on PGE’s 2021 budgets,

which were originally based on a 2020 budget that reflected

Commission Order No. 18-464 for 2019 prices. The 2021 budgets

were escalated for inflation to 2022 and adjusted for known and

measurable changes.’

Accordingly, the 2021 budget associated with a particular topic many
have been increased prior to applying the 2022 escalation factors? noted in the
Company’s testimony.

What adjustments are you proposing to the Company’s revenue
requirement?

| propose a downward adjustment to payroll tax and rate base related to
incentive pay, inclusion of the Oregon Corporate Activity Tax in base rates,
removal of a project from rate base due to a delayed in-service date, and

removal of costs associated with another project that is not yet in service.

2

PGE/200, Tooman-Batzler/7.
Id.
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SUMMARY OF REVENUE REQUIREMENT

Q. Please provide background on how the Commission reviews a utility’s
general rate case filing.

) 13

A. The rates charged by a utility are based on the utility’s “revenue requirement.”

To determine a utility’s revenue requirement, the Commission determines for a
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specified test year: (1) the utility’s forecasted gross revenues; (2) the utility's
operating expenses to provide utility service; (3) the rate base on which

a return should be earned; and (4) the rate of return to be applied to the rate
base.® Once a utility’s revenue requirement is established, the Commission
determines the rates the utility must charge different classes of customers to
collect that revenue requirement, considering the different costs different

classes of customers impose on the utility’s system.*

Q. What is the revenue requirement increase proposed by PGE in this
docket?

A. PGE proposes an overall increase of $99.0 million or 4.9 percent.> The
Company further states that the all-in price increase is comprised of the
following: 2 percent for Net Variable Power Costs (NVPC); 2.9 percent base
rate increase; less 0.9 percent for supplemental schedules and less 0.1
percent for cycle basis billing.®

3 Order No. 01-787, pp. 5-6.

4 Order No. 86-477 (1986 WL 1300169).

z PGE/200, Tooman-Batzler/3.

PGE/100, Pope-Sims/1.
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Q. Please discuss how the Colstrip isolated revenue requirement is

related to the overall increase.
The Company states that Colstrip isolated revenue requirement comprises
$55.9 million of the $59 million base rate increase.” Staff notes this is the
majority of the 2.9 percent figure quoted above. The Company further
proposes to isolate all identifiable Colstrip-related costs (both expense and
capital related costs), remove them from PGE’s base rate schedules, and
include them for recovery within PGE’s Schedule 146.8
PGE states that the combined increase is offset by a rate credit of
approximately 1.0 percent in PGE’s supplemental schedules, also
effective January 1, 2022, for an overall net rate increase of
3.9 percent.?® What is Staff’'s understanding of the “rate credit”?
The “rate credit” results from the new tariff schedules 138 and 150 proposed
in this docket, as well as ratemaking adjustments for other schedules in
other Commission dockets that will occur irrespective of the Company’s
request for a general rate revision.

The overall “rate credit” is comprised of changes in the following
supplemental schedules:

105 — Regulatory Adjustments

123 — Decoupling Adjustment

131 — Oregon Corporate Activity Tax Recovery

135 — Demand Response Cost Recovery Mechanism

136 — Oregon Community Solar Program Cost Recovery Mechanism

8
9

PGE/200, Tooman-Batzler/2.
PGE/1200, Macfarlane-Tang/49.
PGE/200, Tooman-Batzler/3.
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. 137 — Customer-Owned Solar Payment Option Cost Recovery
Mechanism
. 138 — Energy Storage Cost Recovery Mechanism
o 145 — Boardman Power Plant Decommissioning Adjustment
o 150 — Transportation Electrification Cost Recovery Mechanism
Q. Have the parties agreed to adjust certain components of the
$99 million overall increase?
A. Yes, the parties have agreed to reduce Net Variable Power Cost by
$6.5 million from $511.8 million to $505.3 million.°
The parties have also agreed to reduce the overall Rate of Return (ROR)
from 6.938 percent in the filed case to 6.813 percent. This adjustment,
including interest synchronization, reduces the Company’s revenue
requirement by $7.4 million.
Q. Are Staff proposing additional adjustments to the Company’s revenue
requirement?
A. Yes, Staff propose to reduce the Company’s revenue requirement by an
additional $88.8 million. The specific rate case topics, responsible Staff, and

proposed changes in revenue requirement are summarized in the following

table:

0 See In the Matter of PORTLAND GENERAL ELECTRIC COMPANY, 2022 Annual Power Cost
Update Tariff (Schedule 125), Docket No. UE 391, Stipulating Parties / 100, Enright — Gehrke —
Mullins — Batzler / 22, filed August 30, 2021.
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PGE
STAFF ISSUE SUMMARY
Twelve Months Ended 12/31/22
’ ($000)
Incremental Revenue Requirement on the Company's Filed General Rate Case Results $98,967
Revenue
Requirement
Testimony| Issue No. Staff Proposed Staff Adjustments Revenue | Expense | Rate Base Effect

200/6 S-1 Fox Cost of Capital (includes interest sync.) 0 0 0 (7.415)
200/ 6 S-2 Fox Net Variable Power Costs 0 (6,500) 0 (6,721)
200/ 13 S-3 Fox P36836: Beaver Modernization 0 0 (10,172) (901)
200/ 14 S-4 Fox P36444 Upgrade Excitation System 0 0 (350) (31)
200/ 23 S-5 Fox Incentive Payroll Taxes 0 (798) (4,399) (1,215)
200/ 26 S-6 Fox Oregon Corporate Activity Tax 0 7,784 0 8,049
300/ 21 S-7 Cohen Wages & Salaries 0 (10,188) (5,808) (11,049)
1200/6 S-8 Rossow. |Membership Costs 0 (137) 0 (142)
1200/ 6 S-9 Rossow CAISO Membership 0 (600) 0 (620)
1200/ 10 S-10 Rossow Meals and Entertainment 0 (273) 0 (283)
1300/ 4 S-11 Zarate Other Revenues [ ] 0 0 [ ]
1400/ 8 S-12 St. Brown _ [Level Il Storm Accrual 0 (6,919) 0 (7,154)
1700/5 S-13 Shierman Line Extension Allowances 0 0 (212) (19)
1700/ 10 S-14 Shierman Approved TE Programs 0 (1,879) (368) (1,975)
1700/ 15 S-15 Shierman Unapproved TE Programs 0 0 (8,489) 752
500/ 2 S-16 Fieldheim _ |A&G Expense 0 q 0

500/ 12 S-17 Fieldheim  |IT Projects 0 (11,597) :
500/ 26 S-18 Fijeldheim Cash Working Capital 0 0 (5,565) (493)

S-19 Fjeldheim No Adjustment 0 0 0 0

600/ 14 S-20 Dlouhy Pension Adjustment 0 (2,610) 0 (2,699)
1000/ 13 S-21 Enright Faraday Disallowance 0 0 (17,700 (1,568
1000/ 4 S-22 Enright Fuel Stock Adjustment 0 0

700/2 S-23 Hanhan T&D Projects 0 0 (38,810) (3,439)
400/ 26 S-24 Scala Nonresidential Fee Free Bank Card 0 (907) 0 (938)
400/ 2 S-25 Scala Customer Service Expense 0 (889) 0 (919)
800/2 S-26 Sayen ADMS and Distribution Projects 0 0 (50,388) (4,465)
600/ 31 S-27 Dlouhy Wildfire Mitigation and Vegetation Mgmt. 0 (3,000) 0 (3,102)

Total Staff-Proposed Adjustments

Staff-Calculated Revenue Requirements Change
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OVERALL RATE BASE

Q. Please summarize the Company’s rate base filing.
The Company provides Exhibit 208 showing how rate base has changed
compared to the UE 335 approved amounts:
o Plant in service increased by $1.484 billion
. Net utility plant increased by $986 million (net of accumulated
depreciation and deferred taxes)

The Company also testifies that “[t]he increase is primarily attributable to
the growth in distribution plant, including the IOC as discussed in PGE Exhibit
800, as well as the Wheatridge wind generation plant and Faraday Repower
Project as discussed in PGE Exhibit 700.""

Q. Please discuss Staff’s overall approach to review of plant additions.
In order to include new capital investment in rate base, a utility must make two
showings. “First, it must show that the investment is presently used for
providing utility service. Second, it must show that the investments
were prudently made, based on the information that it knew or should have
known at the time.”'?

Q. What is the Oregon law requiring utility plant to be presently used before
it may be included in rates?

A. ORS 757.355 requires utility plant to be presently used for providing utility

service to customers and creates what is generally referred to as a “used and

" PGE/200, Tooman-Batzler/24.
2 See e.g., Order No. 12-493 (UE246).
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effective date of the rates. ORS 757.355 provides:

(1) Except as provided in subsection (2) of this section, a public
utility may not, directly or indirectly, by any device, charge,
demand, collect or receive from any customer rates that include
the costs of construction, building, installation or real or personal
property not presently used for providing utility service to the
customer.

(2) The Public Utility Commission may allow rates for a water
utility that include the costs of a specific capital improvement if
the water utility is required to use the additional revenues solely
for the purpose of completing the capital improvement. [1979 c.3
§2; 2003 ¢.202 §2]

A. The purpose of the prudence review has been succinctly stated by the

Commission in prior rate cases:

[W]e take this opportunity to clarify the prudence standard in
ratemaking. Parties have raised questions about how the
Commission applies the prudence standard, particularly with
regard to the relevance of the decision-making process that a
utility uses to make an investment.

The prudence standard is traditionally used to address the proper
valuation of utility investment in rate base. Any investment found
to be unreasonable is deemed imprudent and subject to partial or
full disallowance. An example of a modem articulation of the
prudence standard is as follows:

A prudence review must determine whether the company's
actions, based on all that it knew or should have known at the
time, were reasonable and prudent in light of the circumstances
which then existed. It is clear that such a determination may not
properly be made on the basis of hindsight judgments, nor is it
appropriate for the [commission] to merely substitute its best
judgment for the judgments made by the company's managers.
The company's conduct should be judged by asking whether the
conduct was reasonable at the time, under all circumstances,
considering that the company had to solve its problems

Staff/200
Fox/9

useful” standard requiring the property to be placed into service prior to the

Q. Please discuss the Commission’s standard of review for prudence.
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Q.

A.

Fox/10

prospectively rather than in reliance on hindsight. In effect, our
responsibility is to determine how reasonable people would have
performed the task that confronted the company.
Although the Oregon courts have not expressly discussed the
applicability of the prudence standard in this state, this
Commission has long used the standard when examining utility
investments. Through various orders, the Commission has
confirmed that prudence of an investment is measured from the
point of time of the utility's actions and decisions without the
advantage of hindsight, that the standard does not require
optimal results, and the review uses an objective standard of
reasonableness.®
Please explain your application of the used and useful
standard to PGE’s new plant.
The additions in plant since the rate effective date of the UE 335 rate case and
before the rate effective date in this case (April 30, 2022) can be thought of as
two components: (1) the actual plant in service at December 31, 2020, which
articulates with PGE’s annual results of operations'# and FERC forms;'® and
(2) the Company’s estimate of additional plant expected to enter service
through April 30, 2022. Staff’s review of new plant focused on the new plant
expected to enter service after December 31, 2020, and before April 30, 2022.
Staff’s initial approach was to gather lists of projects with a CWIP value

exceeding $1 million on the annual FERC forms'® and those exceeding

$500 thousand in the 16-month estimated period (Jan 2020 — Apr 2022).

13

See In the Matter of PacifiCorp Request for a General Rate Revision, Docket No. UE 246,
Order No. 12-493, Dec 20, 2012, at 25.

See In the Matter of PORTLAND GENERAL ELECTRIC COMPANY's Results of Operations
Report for 2011, Docket No. RE 119, most recently supplemented April 22, 2021.

See In the Matter of PORTLAND GENERAL ELECTRIC COMPANY Annual Reports in
compliance with OAR 860-027-0070 (1) and (2), Docket No. RE 54, most recently
supplemented April 30, 2021.
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These lists, along with the narrative discussion in the Company’s initial filing,

became a starting point for further Staff inquiry.

. Why did Staff use $500 thousand as the threshold for Staff’s review of

projects within the 16-month estimation period?

Because the projects are not yet completed and in service, Staff felt granularity
down to this level was necessary. However, as noted above, this was just a
starting point for analysis and Staff will examine projects under that amount as

needed.

. Are you proposing adjustments to utility plant in service based on the

used and useful standard?

Yes. Again, several Staff are reviewing additions to different categories of utility
plant. Adjustments resulting from those reviews are presented in their
respective testimonies. Regarding projects | reviewed, | propose two
adjustments in Issues 2 and 3 below. Additionally, my review of payroll taxes

includes an adjustment to rate base as further discussed in Issue 4 below.

. Do you have any other recommendations regarding plant that is not yet

in service but is expected to be by the rate effective date?

Yes. In UE 335, the Company agreed to file an attestation for all large non-
blanket projects with costs projected to be $5 million or greater and that were
expected to close by year-end 2018. There were seven large capital projects

that met those criteria.
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Fox/12

Due to the rate effective date not being a calendar year end,'” Staff
recommends attestations for projects over $1 million placed into service
January to April 2022."® This will give greater assurance that utility plant is not
overvalued at the rate effective date.

You have discussed your analysis of whether new plant additions are
used and useful. What are your conclusions regarding the prudence of
the plant you reviewed?

| reviewed the project justification forms and issued a number of additional data
requests regarding the following projects. Based on my review, | did not find
any information indicating that any of the projects were imprudently built.
Accordingly, | am not proposing any prudence adjustments for them.

P36394 Vintage Vehicle Replacement Il

P36836 BR: Beaver Modernization

P36723 Field Area Network Project (FAN)
P35172 PSES - Generation Fitness Fund
P35938 Field Voice Communications System
P35228 Clackamas PME Road Fund

P36105 Dispatchable Standby Generation (DSG)
P37049 Line Crew Truck Stock Materials
P37095 SCADA Replacement - Grizzly Substation
P35591 As-Built Drawings - Generation

P36742 RM: Rewind Units 3, 2, 1

P36464 Facilities Asphalt R&R Project

P36602 RB: Replace Hatchery Chiller System
P35959 WSH Structural/Reliability Upgrades
P36285 Purchase T&D - Tools & Lab Equipment
P35894 Communications Fitness

P35565 PSES - Generation Site Paving

P23970 Corporate Strategic Fiber Project

In other words, due to the delayed effective date, the Company’s case includes capital additions
through the first four months of the 2022 test year.

Docket No. UE 335, PGE's Compliance per Order 18-464, Attestation for Plant in Service, filed
February 15, 2019.
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ISSUE 1. P36836: BEAVER MODERNIZATION

Q. Please describe this project.
A. PGE describes the project as follows:
Modernization efforts at the Beaver plant to upgrade the gas
turbine combustion systems from a dual fuel system to a single
fuel dry low NOx system to reduce overall emissions. The single
fuel will be natural gas and the upgraded units will be prevented
from operating on fuel oil as an alternative. The combustion
upgrade will allow for greater operationally flexibility while
meeting PGE's commitment to reduced greenhouse gas
emissions at the site.™®
In the filed case, the forecasted additions included in rate base for this
project is $10.2 million expected to be placed in service in April 2022.
Q. Has the project been delayed?
Yes. PGE has stated, in response to Staff inquiry, that more recent information
reflects an in-service date of June 2022.%°
Q. Regarding the revenue requirement, what does the Company propose?
The Company proposes that if the project timeline does not move back to a
completion date in April of 2022, PGE will remove the cost of the project from
the 2022 rate base in a subsequent revenue requirement update.
Q. What does Staff recommend?

Staff recommends removal from the revenue requirement at this time based on

the information provided.

'  Response to Staff DR 143, UE 394 OPUC DR 143_Attach 3.xIsx.
20 Response to Staff DR 276a.
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ISSUE 2. P36444 UPGRADE EXCITATION SYSTEM

Please describe this project.

This project establishes a fund to replace or rewind failed substation
transformers, so that PGE will be more resilient to a wider variety of disaster
scenarios. The estimated project cost is $3.7 million expected to be placed in
service in 2023 and 2024.2

Has a portion of the project been included in rate base in this case?
PGE has stated, in response to Staff inquiry, that approximately $350,000 of
capital costs associated with project planning activities are included in PGE’s
rate base on April 30, 2022.22

Does this cause broader concerns for Staff?

Yes. As | have discussed above, ORS 757.355 requires that “a public utility
may not, directly or indirectly, by any device, charge, demand, collect or
receive from any customer rates that include the costs of construction, building,
installation or real or personal property not presently used for providing utility
service to the customer.” In Staff's view, project planning activities pertaining
to a future project clearly is not an expenditure presently used for providing
utility service to the customer. That such an expenditure is included in rate
base begs the question of if similar items are being capitalized in this case.

Did Staff conduct further inquiry?

21
22

Response to Staff DR 142, UE 394 _OPUC DR 142_Attach A.xlIsx.
Response to Staff DR 269a.

Staff/200
Fox/14
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A. Yes. With respect to projected plant additions over $500 thousand in the
sixteen-month period Jan 2021 through April 2022, PGE represents that there
are no other projects for which preliminary costs are included in PGE’s UE 394
rate base but the project itself is not yet in service.??

Q. What does Staff recommend?

The $350,000 of project planning activities must be removed from rate base.

23 Response to Staff DR 563a.
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ISSUE 3. CONSTRUCTION OVERHEAD

Is Staff proposing an adjustment to rate base related to construction
overhead?
Not at this time, however Staff is concerned that ratepayers are potentially
being double charged due to fluctuations in overhead allocations between rate
cases and the resulting impact on capitalized expenses.
Please summarize information provided by the Company regarding
cost allocation.
The Company has provided several documents in response to Staff’s initial
round of pre-filing standard data requests.?* Specifically, the following:

e PGE’s Cost Allocation Manual;

e PGE’s Capital Accounting Policy; and

e The capitalization policy footnote from the Company’s most recent SEC

10Kk filing.

Is the cost allocation plan filed annually as part of an ongoing docket?
Yes, as part of the Company’s affiliated interest filing.2°
Does PGE assert that its cost allocation method has been consistently
applied?
Yes, the Company states that the cost allocation methodology was reviewed by

Staff in 2004 and has been little changed since, stating the following:

24

25

Response to Staff DR 80, UE 394 OPUC DR 080_Attach A, UE 394 OPUC DR 080_Attach B,
UE 394 OPUC DR 080_Attach C.

See In the Matter of PORTLAND GENERAL ELECTRIC COMPANY Annual Affiliated Interest
Report as Required by OAR 860-027-0100, Docket No. RE 64.
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Although PGE replaced its financial system in 2012, it did not
significantly alter the method of calculating its loadings and
allocations then or since. Instead, we revise the rates based
on updated costs from year to year and occasionally revise the
cost criteria based on changing conditions.?®
For final revenue requirements purposes, what was the overall split for
labor (including contract labor), including overheads, between expense
and capital assumed in the UE 335 docket?
The Company provides a calculation based on its 2019 FERC Form 1 filing
showing that 37.57 percent of labor was allocated to capital projects.?” Staff
notes that 2019 was the test year in the UE 335 rate case.
Why did you use the FERC 2019 values for the UE 335 split?
PGE states that it did not rely on an overall labor split for purposes of
calculating a final revenue requirement in Docket No. UE 335.28 Staff's
understanding of the Company’s response is that that there are multiple
overhead rates in the revenue requirement, both actual results and projected
rates so they are unable to provide an overall blended rate. Therefore, PGE
suggests using the 2019 FERC figures as a proxy for the test year.
With this background in mind, please elaborate on the nature of Staff’s
concern.
While yet to be confirmed by the Company, based on the Company’s 2020
FERC Form 1, Staff calculates the proportion of labor applied to capital using

the same methodology was 40.63 percent. Furthermore, Staff calculates the

26
27
28

Response to Staff DR 811.
Response to Staff DR 766 and UE 394 OPUC DR 766_Attach A.xIsx.
Response to Staff DR 766.

Staff/200
Fox/17
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higher percentage caused an additional $9.7 million to be allocated to capital
projects.

As the current tariffs reflect the lower capital rate, ratepayers can be
thought of as being charged twice, once as cost of service O&M in the current
tariff and again over time as the higher than forecasted capital costs are
depreciated in future years.

Q. What does Staff recommend?

A. Staff recommends establishing a process to memorialize the ongoing changes
in allocation percentages between rate cases and further inform the parties so
that they might consider if additional ratemaking adjustments are necessary on

a prospective basis.
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Q.

A.

Q.

A.

Staff/200
Fox/19

TAXES

Please summarize the Company’s filing related to income taxes.
Calculation of test year income taxes of $93.4 million is presented in PGE
Exhibit 205. The total tax includes a credit of $9.156 million appearing on
Exhibit 205 labeled as “ITC”. However, PGE’s testimony states this amount is
the ongoing return of excess deferred income taxes from the 2017 tax reform
act (ARAM EDIT).?®

PGE’s Exhibit 208 presents a decrease in the amount of accumulated
deferred income taxes (ADIT) from $685.811 million to $681.954 million. PGE
testifies that deferred income taxes have been reduced by $18.4 million for the
tax impact of production tax credits not used due to the 2020 energy trading
losses.*0

Staff notes that unused PTC creates a deferred tax asset and the net
deferred tax overall is a liability, removing the PTC related asset increases the
net liability therefore reducing rate base.
What are the requirements of Oregon law regarding the inclusion of
income taxes in utility rates?
Income taxes in utility rates are subject to the requirements of ORS 757.269.

757.269 Setting of rates based upon income taxes paid by

utility; limitation on use of tax information; rules.

(1) When establishing schedules and rates under ORS 757.210

for an electricity or natural gas utility, the Public Utility

Commission shall act to balance the interests of the customers of

the utility and the utility’s investors by setting fair, just and
reasonable rates that include amounts for income taxes. Subject

29
30

PGE/200, Tooman-Batzler/20.
PGE/200, Tooman-Batzler/4.



—
QOO NOOOAPR,WN -

A RARDADBAEABROOWWWWWWWWWNDNDNDNDNNNNNN_2A_22 a2 A
AR OWON_2OCOONOODAPRLRWN_LAODO0OONOOAPRWON_LPOOCOOONOOOOAPR,WN -~

Docket No: UE 394

to subsections (2) and (3) of this section, amounts for income
taxes included in rates are fair, just and reasonable if the rates
include current and deferred income taxes and other related tax
items that are based on estimated revenues derived from the
regulated operations of the utility.

(2) During ratemaking proceedings conducted pursuant to ORS
757.210, the Public Utility Commission must ensure that the
income taxes included in the electricity or natural gas utility’s
rates:

(a) Include all expected current and deferred tax balances
and tax credits made in providing regulated utility service to the
utility’s customers in this state;

(b) Include only the current provision for deferred income
taxes, accumulated deferred income taxes and other tax related
items that are based on revenues, expenses and the rate base
included in rates and on the same basis as included in rates;

(c) Reflect all known changes to tax and accounting laws or
policy that would affect the calculated taxes;

(d) Are reduced by tax benefits generated by expenditures
made in providing regulated utility service to the utility’s
customers in this state, regardless of whether the taxes are paid
by the utility or an affiliated group;

(e) Contain all adjustments necessary in order to ensure
compliance with the normalization requirements of federal tax
law; and

(f) Reflect other considerations the commission deems
relevant to protect the public interest.

(3) During a ratemaking proceeding conducted under ORS
757.210 for an electricity or natural gas utility that pays taxes as
part of an affiliated group, the Public Utility Commission may
adjust the utility’s estimated income tax expense based upon:

(@) Whether the utility’s affiliated group has a history of
paying federal or state income taxes that are less than the federal
or state income taxes the utility would pay to units of government
if it were an Oregon-only regulated utility operation;

(b) Whether the corporate structure under which the utility
is held affects the taxes paid by the affiliated group; or

(c) Any other considerations the commission deems
relevant to protect the public interest.

(4)(a) Because tax information of unregulated nonutility business
in an electricity or natural gas utility’s affiliated group is
commercially sensitive, and public disclosure of such information

Staff/200
Fox/20
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could provide a commercial advantage to other businesses, the
Public Utility Commission may not use the tax information
obtained under this section for any purpose other than those
described in this section, in ORS 757.511 and as necessary for
the implementation and administration of this section and ORS
757.511.

(b) The commission shall adopt rules to implement
paragraph (a) of this subsection that:

(A) Identify all documents and tax information that an
electricity or natural gas utility must file in its initial filing in a
proceeding to change rates that include amounts for income
taxes, recognizing that any party may object to providing such
documents on the grounds that they are not relevant; and

(B) Determine the procedures under which intervenors in
such proceedings may obtain and use documents and tax
information to fully participate in the proceeding.

(5) As used in this section, “affiliated group” means a group of
corporations of which the public utility is a member and that files
a consolidated federal income tax return. [2011 ¢.137 §1]

Q. Please summarize Staff’s review of income taxes in this case.

Staff/200
Fox/21

A. Staff initially reviewed tax information in the Company’s FERC Form 1 filings,

expense, application of federal and state tax credits, and the ongoing

Tax Act.

31

issued data requests, and reviewed the Company’s responses to data requests
issued by intervening parties.3! Staff concludes that the Company’s provision
for tax appears to be correctly calculated for rate making purposes. Staff's
examination and discovery included confirming the federal and state tax rates,

apportionment calculations, calculation of current and deferred income tax

amortization of excess deferred income taxes (EDIT) resulting from the 2017

FERC Form 1 pages 261-274, responses to Staff DR 114-118, 146, 287, 568, and responses to
AWEC DR 27, 28, 31, 96, 99, and 112.
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Q. Is Staff proposing adjustments to income tax expense other that those
necessary to finalize the Company’s revenue requirement?

A. Not at this time.
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ISSUE 4. INCENTIVE PAYROLL TAXES

Staff/200

Q. Please summarize the Company’s filing regarding payroll taxes.

Fox/23

PGE states that payroll taxes are estimated by applying an approximate 8.0

percent payroll tax rate to total wages and salaries.?

Q. Does this statement agree with the information presented in the case?

Not exactly. The percentage obtained by dividing the total payroll taxes in PGE

Exhibit 206 by total wages as presented in PGE Exhibit 30 is 8.71 percent.

Q. Can additional inferences be drawn from Exhibit 206 and 3017?

Yes, because the figures for cost elements 1502 and 1602 are included in

Exhibit 302, Staff calculates that approximately 0.8 percent of the payroll tax

expense is related to incentives. Staff’s analysis is presented in the following

table:

Table 1

Exh 206 / Exh 301 w/o contract labor PGE Adj. DR 767 Incentive share

7.7%
8.0%
7.9%
8.7%
8.7%

9.3%
9.4%
8.9%
9.1%
9.1%

8.5%
8.7%
8.3%
8.3%
8.3%

0.8%
0.7%
0.6%
0.8%
0.8%

Q. Has the Company provided the amount of test year payroll tax related

to these incentives?

32 PGE/200, Tooman-Batzler/23.
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Fox/24

Yes. The Company states that $1,396,105 is included in the filed case,
45.9 percent of which was included in cost allocations.3?® This explains the
variance in payroll tax and the incentive portion calculated by Staff above.
Is the percentage includable in cost allocation the same as the
percentage that is charged to capital projects?

In Staff’s understanding, no.

The Company states that payroll taxes are a labor loading that is
classified as A&G cost.3* These costs are then distributed to PGE’s capital,
non-utility, and the co-owned entities through the Corporate Governance
allocation resulting in a 39.48 percent allocation to utility capital in 2020.3°

However, in Staff's understanding, the $1.396 million figure above is
already net of the non-utility and co-owned entity calculations and ought to be
allocated at a higher rate of 42.8 percent.3¢
Has allocation of incentives to rate base been addressed in a previous
rate case?

Yes, in Order No. 14-422 the Commission determined that rate base would be
reduced by $10 million in recognition of past capitalized financial performance-

based incentives. For regulatory purposes, this $10 million rate base

33
34
35
36

Response to Staff DR 570 subsequently revised in response to Staff DR 767.
Response to Staff DR 80, UE 394_OPUC DR 080_Attach A.pdf at 4.

Id. at 12.

Id. Utility share is 39.48 + 52.71 = 92.19 percent. 39.48 / 92.19 = 42.8 percent.



10

11

12

Docket No: UE 394 Staff/200

Fox/25

adjustment was to be amortized over 20 years resolving all issues regarding
past capitalization of incentives.3’
Staff notes that the remaining portion of this incentive rate base

adjustment appears in this case on Exhibit 208, line 18.

. Is a prior year rate base adjustment warranted?

Yes, apparently the payroll taxes related to these incentives have been
allocated to capital all along. Staff proposes a rate base adjustment from 2015
through April 2022. This is the period of time that has elapsed subsequent to

the stipulation discussed above.

. What is Staff’s proposed adjustment?

Staff proposes a reduction of O&M by $798 thousand and a rate base

reduction of $4.4 million, calculated as follows:

Table 2

Test year: O&M Capital
Payroll Tax $(1,396,105) $(1,396,105)
2022 Allocation % 57.2% 42.8%
Adjustment (798,229) (597,877)

Estimate since 2014:
2022 (4 mos.) (199,292)
2021 (600,000)
2020 (600,000)
2019 (600,000)
2018 (600,000)
2017 (600,000)
2016 (600,000)
2015 (600,000)

S (798,229) $ (4,399,292)

See In the Matter of PORTLAND GENERAL ELECTRIC COMPANY, Request for a General
Rate Revision, Docket No. UE 283, Order No. 14-422, Appendix B, at 2.
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ISSUE 5. OREGON CORPORATE ACTIVITY TAX

Q. Please summarize the Company’s filing regarding the Oregon
Corporate Activity Tax (OCAT).

A. PGE states the following:®®

We did not include the OCAT in this GRC because PGE has not
yet filed a return for the tax, and thus, PGE has too little
experience with the tax to determine a forecast amount for the
2022 test year. In short, PGE needs additional time to evaluate
how the tax operates, how much expense it will generate, and
how much variability it will entail before including OCAT in a GRC.
Consequently, PGE proposes to continue to defer the OCAT as
part of Docket No. UM 2037 until a future GRC.

Q. Please describe the OCAT.

A. The 2019 Oregon Legislative Assembly approved a new Corporate Activity Tax
effective January 1, 2020. The tax is imposed on the privilege of doing
business in Oregon, based on Oregon-sourced commercial activities and is not
a transactional tax nor an income tax — it is a modified gross-receipts tax.
However, apportionment and tax administration will occur pursuant to existing
income tax statues.

The tax is in addition to any other taxes or fees imposed by the State of
Oregon and will be imposed at a rate of $250 plus 0.57 percent of taxable
commercial activity in excess of $1 million each year. Taxable commercial
activity is defined as commercial activity sourced in this state less a subtraction

for 35 percent of the greater of “cost inputs” or “labor costs.”3°

Q. Please describe how PGE currently recovers costs of the OCAT.

38 PGE/200, Tooman-Batzler/19.
39 ORS 317A.125 and 317A.119.
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A.

Fox/27

In Order No. 20-029, the Commission approved PGE’s application requesting
authorization for deferred accounting beginning on January 1, 2020, and a new
tariff, Schedule 131, implementing a rate schedule, balancing account, and
automatic adjustment clause for the Oregon Corporate Activity Tax with the
condition that the tariff will terminate and the tax will be included in base rates
at a future date to be agreed upon by the parties.4%4!

In Order No 21-030, the Commission approved PGE's application for
reauthorization of its deferral for later ratemaking treatment costs for the
Oregon Corporate Activities Tax, estimated to be approximately $7.5 million
beginning January 1, 2021 through December 31, 2021.42
Has additional information regarding the OCAT been provided to Staff?
Yes, the Company provided its detailed calculations,*3 as well as providing the
following rationale for not including the OCAT in base rates:

o New tax laws, by nature, are untested and provide a lot of uncertainty to
taxpayers. Taxpayers rely heavily upon the law’s statutes, the
Department of Revenue’s (DOR) guidance of the statutes, the form’s
instructions, tax audit outcomes, and litigation to properly file tax returns.
However, since PGE’s tax return for the initial year of the Oregon
Commercial Activity Tax (CAT) will not be filed until October 15, 2021,
there have been no tax audits or litigations on which to rely.4

. PGE cannot determine the variability of the CAT expense until more
returns are filed.*

40

41

42
43
44
45

See In the Matter of PORTLAND GENERAL ELECTRIC COMPANY, Request for Approval of
New Schedule 131, Advice No. 19-25, Oregon Corporate Activity Tax (OCAT) Recovery,
Docket No. UE 368, Order No. 20-029, Jan 29, 2020.

See In the Matter of PORTLAND GENERAL ELECTRIC COMPANY Application for Deferred
Accounting of Costs Associated with the Oregon Corporate Activities Tax (OCAT), Docket
No. UM 2037, Order No. 20-029, Jan 29, 2020.

Id., Docket No. UM 2037(1), Order No. 21-030, Jan 28, 2021.

Staff/20X, Fox/xx, Response to Staff DR 204 and 205.

Staff/20X, Fox/xx, Response to Staff DR 203.a.i.

Staff/20x, Fox/xx, Response to Staff DR 203.a.iii.
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Uncertainty begins at the start of the CAT calculation when determining
the sourcing of commercial activity (ORS 317A.128) and ensuring that the
correct receipts are accounted for. Next, there are more than 40
excluded items (ORS 317A.100(1)(b)), so this determination is critical, but
there is, as of yet, no precedent as to what meets the defined items.4®
Since the CAT is untested, has no history of audits, and has no litigation
precedents, it is impossible to determine what the exact uncertainties are.
Therefore, it is unknown what the impact to tax expense would be.#’
Based on the uncertainties identified in PGE’s response to OPUC Data
Request No. 203, PGE has no basis on which to estimate a range of
variance that may reasonably occur for the Oregon Corporate Activity
Tax.4®

How much has the Company’s estimates of OCAT expense varied?

The Company’s estimates have been remarkably stable over time. The

estimates provided by the Company are:

UM 2037/UE 368 for 2020 (filed 11/2/19) $7.440,434

UM 2017(1) reauthorization for 2021 (filed 12/31/20) $7,497,252
Response to Staff DR 205 (dated 8/12/21)

o] 2020 $7,471,429

o] 2021 $7,784,480

2020 tax provision detail [Begin Confidential] |l (End

Confidential]*®

What were Staff and PGE expectations at the time that the initial 2020

deferral was approved?

Order No. 20-029 included a succinct statement of Staff’s position regarding

inclusion in base rates:

46
47
48
49

Response to Staff DR 203.b.

Id.

Response to Staff DR 559.

Response to AWEC DR 28, UE 394 AWEC DR 028 _Attach A_ CONF xlsx.

Staff/200
Fox/28
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Fox/29

In Staff’s view, the new OCAT is fundamentally different from the
MCBIT in that it is a statewide tax that does not need to be
isolated and recovered from a specific subset of the Company’s
customer base as is required for the MCBIT under OAR 860-022-
0045. Also, as noted above, the tax is in addition to any other
taxes or fees imposed by the State of Oregon. In other words,
from a ratemaking perspective, the OCAT is simply an increase
in the overall state tax burden. Accordingly, Staff's position is the
OCAT ought to be estimated and rolled into base rates as soon
as practicable.®°

Order No. 20-029 also included the Company’s position at the time:
PGE's estimate of the CAT for 2020 is $7.4 million. However,
given that this is a new tax and the ultimate tax amount remains
uncertain the actual tax amount may differ. PGE's proposed
balancing account and automatic adjustment clause will allow
PGE to true up the differences between PGE's estimated CAT
collected under Schedule 131 and its actual CAT expense. These
differences will be credited or charged to customers through an
annual update of Schedule 131 prices.®'
Please describe the timing of Oregon Department of Revenue (ODR)
administrative rulemaking pertaining to administration of the OCAT.
Temporary rules were adopted and filed December 30, 2019, effective
January 1, 2020 through June 28, 2020. Permanent rules were adopted and
filed June 24, 2020, effective June 28, 2020. Staff notes that the 2021 final
rules were quite detailed.%?
Please summarize the Commission’s resolution to Staff’s proposal to

include the OCAT in PacifiCorp’s base rates.

The Commission declined, stating:

50
51
52

Order No. 20-029 at 4.

Id.
https://secure.sos.state.or.us/oard/viewCompDocument.action?compDocRsn=578, pages 774-

825.
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Q.

Staff/200
Fox/30

We find that the record of this proceeding does not demonstrate
that this level of expense is sufficiently certain to include in base
rates at this time. Accordingly, we adopt PacifiCorp's request to
continue to track and defer the variance between the revenues
collected and the actual OCAT expense in the balancing account
authorized in Order No. 20-028.%3
Is PGE situated differently than PacifiCorp was at the time of its most
recent general rate case?
Yes. Almost another year has elapsed since the Commission issued its order
in PacifiCorp’s last GRC. October 15, 2021 is the final extended due date for
the 2020 CAT return. The return will be filed prior to the conclusion of PGE’s
rate case. PGE has had a full year longer to digest the meaning and
application of the law and administrative rules.
Have the three gas utilities incorporated the OCAT into base rates?
Yes.%
Why does Staff believe that PGE ought to incorporate the OCAT into
base rates at this time?
In Staff’'s view, the Company is simply advocating for the most
advantageous financial outcome, namely continuing the extraordinary

ratemaking treatment afforded in Order No. 20-029 (dollar for dollar cost

recovery via a separate tariff with an automatic adjustment clause).

53

54

See In the Matter of PACIFICORP, dba PACIFIC POWER, Request for a General Rate
Revision, Docket No. UE 374, Order No. 20-473, Dec 18, 2020 at 105-06.

See In the Matter of NORTHWEST NATURAL GAS COMPANY, dba NW NATURAL, Request
for a General Rate Revision, Docket No. UG 388, Order No. 20-364, Oct 16,2020, at 1.

See also In the Matter of AVISTA CORPORATION, dba AVISTA UTILITIES, Request for a
General Rate Revision, Docket No. UG 389, Avista/500, Brandon/34 and Staff/400, Fox/21.
See also In the Matter of CASCADE NATURAL GAS CORPORATION, Request for a General
Rate Revision, Docket No. UG 390, Order No. 21-001, Jan 06, 2021, at 13.
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Q.

Fox/31

As discussed above, PGE is either unable or unwilling to quantify the
uncertainty surrounding the OCAT. Instead, the Company has offered
generalities which amount to suggesting they might be audited. Accordingly,
the Commission is unable to consider the risk and materiality of possible harm
to PGE if the OCAT were to be included in base rates at this time.

Staff notes that in the 20 months that have elapsed since the Company’s
initial deferral filing, the estimates of the new law’s impact have stayed
consistently around $7.4 million for 2020. This is despite significant DOR
rulemaking activity during that time. Staff would expect these estimates to be
evolving and changing given the level of conceptual uncertainty asserted by
the Company, however, the estimates are little changed.

Furthermore, in Staff’s view, the Company’s position is simply not
compatible with the spirit of traditional ratemaking. In a general rate revision,
taxes and all other expenses are estimated with the inevitable variances
absorbed in regulatory lag. In sum, the Company is only citing the novelty of
the new law itself, which Staff believes the Commission ought to reject as a
basis for continuing extraordinary ratemaking treatment.

What does Staff recommend?
Staff recommends that the 2021 estimate of $7.8 million be included in base

rates at this time.
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Fox/32
CONCLUSION
Q. What are your total proposed adjustments?
My proposed adjustments are summarized in the following table.
Adjustment - increase (decrease) | Expense | Plant in Service

Issue 1, P36836: Beaver Modernization $ (10,172,085)
Issue 2, P36444 Upgrade Excitation System (350,000)
Issue 3, Incentive Payroll Taxes (798,229) (4,399,292)
Issue 4, Oregon Corporate Activity Tax 7,784,480

Total $6,986,251 $  (14,921,377)

Q. Does this conclude your testimony?

Yes.
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WITNESS QUALIFICATIONS STATEMENT

NAME:

EMPLOYER:

TITLE:

ADDRESS:

EDUCATION:

EXPERIENCE:

PRIOR DOCKETS:

John L. Fox
Public Utility Commission of Oregon

Senior Financial Analyst
Energy Rates, Finance and Audit Division

201 High Street SE. Suite 100
Salem, OR. 97301

I hold a Bachelor of Science degree in Business Administration /
Accounting from the University of Oregon (1989). I also completed the
Certificate in Public Management program at Willamette University
(2010).

I have been licensed as a Certified Public Accountant in Oregon since
1991. Maintaining active status has required a minimum of 80 hours
continuing professional education every two years.

From 1989 to 1999 I was in general practice with several CPA firms in
Southern Oregon and the Mid-Willamette Valley. My tax experience
includes individuals, trusts and estates, qualified retirement plans, and
extensive corporate, partnership, and LLC work. Accounting experience
during this time includes client write up, compilation and review, and
significant audit and attest work.

I have been employed in the executive branch of Oregon state government
since 1999. My experience prior to joining the Commission staff includes
3 years as a cost accountant, 11 years as a senior budget analyst, and 4
years in an oversight role as a budget team lead.

I have extensive experience in capital construction and financing, complex
cost modeling, rate development, fiscal projections, expenditure analysis,
and cost control for programs with biennial revenues between $100
million and $300 million.

I have provided testimony as a Staff witness in the following OPUC
proceedings; UE 333, UE 335, UE 374, UE 390, UE 391, UG 344, UG
347, UG 366, UG 388, UG 389, UG 390, UM 1992, UM 2004, UM 2026.
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July 19, 2021

To: Kay Barnes
Public Utility Commission of Oregon

From: Jaki Ferchland
Manager, Revenue Requirement

Portland General Electric Company
UE 394
PGE Response to OPUC Standard Data Request 080
Dated March 10, 2015

Request:

Please provide a copy of the Company’s capitalization policy related to direct costs, Oregon-
Allocated Costs, Labor Expense, intangible expense, construction overhead, and labor loading.

a. Please include a copy of all reports and summary of comments regarding the
capitalization policy made by the Company’s inside and outside auditors.

b. Please provide a detailed narrative, including all necessary calculations, that explains
how the Company determines the addition of construction overhead or labor loadings to
rate base.

Response:

Attachment 080-A provides a copy of PGE’s most recent Cost Allocation Manual describing our
cost allocation methods (as filed annually with PGE’s Affiliated Interest Report). Attachment
080-B provides the copy of PGE Capital Accounting Policy.

Attachment 080-C provides an excerpt from PGE’s Form 10-K filed February 19, 2021,
regarding PGE’s capitalization policy. Attachment 080-D provides the opinion letter from
Deloitte and Touche (D&T), LLP on PGE’s Form 10-K financial statements for 2020.

a. PGE is audited annually by D&T, which reviews the accuracy of PGE’s financial
statements and its compliance with Generally Accepted Accounting Principles. The
auditors have not made specific comments, written or otherwise, regarding PGE’s
capitalization policy (including construction overhead policy), but have consistently
found PGE’s financial statements in conformity with accounting principles generally
accepted in the United States.

b. This information is provided on Pages 8-9 of Attachment 080-B.
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COST ALLOCATION MANUAL
FOR THE YEAR 2020

Attachment 2

PORTLAND GENERAL ELECTRIC COMPANY
2020 Cost Allocation Manual
per
OAR 860-027-0048(6)

(Reported May 2021)
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COST ALLOCATION MANUAL
FOR THE YEAR 2020

Introduction

This document discusses PGE’s loadings, allocations and the respective methodologies that are
used to redistribute costs to non-regulated activities and affiliates. For some services, typically
those that benefit various functional areas, it is not practicable to charge the cost directly. Costs
that cannot be reasonably directly charged are captured either on the balance sheet through
deferred accounts or in specific income statement accounts. These costs are then redistributed
to their ultimate destination.

PGE uses a series of automated reclassifications and loadings to distribute administrative and
overhead costs to end use accounts. There are four groups of these: 1) Labor Loadings, 2)
Service Provider Allocations, 3) Administrative Allocations, and 4) Overhead Stores Loadings.

Within the above allocations, numerous costs are distributed to and from Administrative and
General (A&QG) ledgers, generally FERC accounts 920 and 921. Most A&G costs are not fully
allocated. Some A&G accounts are not allocated at all, while others are only allocated in part.
With the exception of Paid Time Off (PTO), A&G allocations apply largely to capital and
deferred (balance sheet) accounts, and to operations and maintenance (O&M - income
statement) accounts in limited circumstances. Consequently, the amounts remaining in A&G
represent the unallocated costs related to O&M. The reason for this approach is to comply with
FERC reporting requirements (see the Interpretations of Uniform System of Accounts for
Electric, Gas and Water Ultilities, as revised February 27, 1981). Costs that are applicable to
construction work should be directly assigned or allocated to capital. Those that are not related
to capital work remain in A&G according to their FERC designation. Note, see the discussion
below regarding the exception for Service Provider allocations.

In accordance with FERC, “wherever allocations are necessary in order to arrive at the amount
to be included in any accounts, the method and basis of allocation shall be reflected by
underlying records” (CFR, Title 18, Pt. 101).
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FOR THE YEAR 2020

PGE’s Non-Regulated Activities

Non-Regulated Activities:
e Large Nonresidential Tradable Renewable Credit Rider (Schedule 54)
e Meter Information Services (Schedule 320)
e FElectrical Equipment Services (Schedule 715)

PGE Affiliates and Subsidiaries

Aftiliates:
e Portland General Electric Foundation — Corporate foundation of PGE.

Subsidiaries:
e 121 SW Salmon Street Corporation — 121SWS owns the World Trade Center
buildings, where PGE has its headquarters. 121SWS charges PGE rent based on
PGE’s percentage of occupancy of the rentable space in WTC multiplied by WTC
operating expenses. PGE charges 121SWS labor costs based on man-hours utilized
at fully allocated labor rates. Non-labor items are billed at cost. All profits/losses
from 121SWS are retained at 121SWS.

e World Trade Center Northwest Corporation — Inactive except for holding the World
Trade Center franchise.

e Salmon Springs Hospitality Group, Inc. — SSHG provides catering within the WTC
complex. SSHG charges PGE market rate for catering but discounts the charge for
room rental. PGE charges SSHG labor costs based on man-hours utilized at fully
allocated labor rates. Non-labor items are billed at cost, with the exception of office
space, which is billed at market value. All profits from SSHG flow back to PGE
(regulated).
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Labor Loadings

There are eight categories of labor loadings: 1) Employee support; 2) Payroll Taxes; 3)
Employee Benefits; 4) Corporate Incentives; 5) Injuries & Damages; 6) Paid Time Off (PTO);
7) Pension Service Cost; 8) Net Periodic Pension Cost; and 9) Other Post-Retirement Benefits.

For accounting purposes, labor-related costs are classified as A&G costs. These A&G
allocations are applied to capital and deferred accounts. O&M accounts receive A&G
allocations under certain circumstances, which include non-utility activities, transmission study
costs (for billing purposes) and O&M accounts that receive certain Service Provider allocations.
In general, labor-related A&G costs are allocated proportionately to the actual direct labor
charges in specified Cost Elements (CE), Accounts, Accounting Work Orders (AWO) and
Operating Units (representing costs allocable to co-owners). In addition, labor allocated as part
of certain Service Provider allocations will be allocated loadings based on the AWO associated
with that Service Provider.

Except where indicated below, labor loadings are mostly allocated to straight-time labor
charges. The accounting entries created by the loading process are captured in accounts using
CEs specific to the loadings.

Employee Support

The Employee Support loading includes the cost of administering PGE’s compensation
program, EEO (Equal Employment Opportunity) and employee relations, employee training
and development, and Human Resources administration. The costs to be allocated are recorded
to A&G accounts 920 (labor) and 921 (non-labor).

Payroll Taxes

The Payroll Tax loading consists of employer-paid, labor-related taxes such as FICA (Social
Security & Medicare), federal unemployment, state unemployment, and workers’
compensation premiums. For accounting purposes, these costs are recorded to Taxes Other
Than Income Taxes account 408.1. Note: this loading is allocated to premium time and
overtime labor charges in addition to straight-time labor charges.

Employee Benefits

The Employee Benefits loading includes the costs of retirement savings, health, dental,
disability, life insurance, and education and recreation programs. For accounting purposes,
these costs are charged to Employee Pensions and Benefits account 926.

Corporate Incentives

The incentive loading consists of the cost of PGE’s general incentive pay program that is
incurred in the Performance Incentive Compensation account (A&G account 920). Costs are
not allocated to Coyote Springs, Port Westward, Carty, Biglow Canyon, Tucannon, Boardman,
and Pelton/Round Butte because those generating plants have their own incentive programs.
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Injuries & Damages

The Injuries & Damages loading includes the cost of administering PGE’s health and safety
programs, plus claims from general liability damages, workers’ compensation injuries, and auto
accidents. Since most injuries and damages occur in fieldwork, the labor basis is reduced by
office groups and A&G workers based on labor charges to certain accounts. Consequently, the
allocation is weighted to line work and construction. Also, allocated Corporate Governance
labor (office groups and A&G labor) is excluded from this labor basis. The costs to be allocated
are recorded to Injuries and Damages account 925. Note: this loading is allocated to premium
time and overtime labor charges in addition to straight-time labor charges.

Paid Time Off

Paid Time Off (PTO) consists of employee pay for vacation, holiday, sick leave, and funeral
leave. Costs for vacation and holiday pay are estimated and accrued while costs for sick and
funeral leave are expensed as taken. PTO is the only A&G expense that is fully allocated to
balance sheet and income statement accounts. The costs to be allocated are recorded to
Employee Pensions and Benefits account 926.

Pension Service Cost

Pension Service Cost is the actuarial estimate of the pension service cost earned by eligible
participants. This loading is applied to PGE labor that gets billed to outside parties (i.e., co-
owners of PGE’s generating facilities and billings jobs) and non-utility activities. The costs to
be allocated are recorded to Employee Pensions and Benefits account 926.

Net Periodic Pension Cost

The Net Period Pension Costs (NPPC) loading includes the annual accounting expense
associated with the PGE pension plan. The amount of NPPC that is applied to PGE’s labor is
reduced by the amount of Pension Service Costs billed to outside parties and charged to
non-utility activities. The costs to be allocated are recorded to Employee Pensions and Benefits
account 926.

Other Post-Retirement Benefits Cost

The Other Post-Retirement Benefits Cost loading includes the annual accounting expense
associated with the PGE retiree benefits plan. The amount of the cost that is applied to PGE’s
labor is reduced by the amount of costs billed to outside parties and charged to non-utility

activities. The costs to be allocated are recorded to Employee Pensions and Benefits account
926.
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Following is a table which includes the actual labor loading rates for 2020:

Labor Loading Rates 2020 Actual Rates 2020 Actual Costs
Employee Support 0.97% 2,493,096
Payroll Taxes 9.97% 28,596,397
Employee Benefits 30.62% 78,657,611
Corporate Incentives 4.98% 11,780,410
Injuries & Damages 5.06% 8,982,275
Vacation (PTO) 16.67% 42,811,515
Pension Service Cost * 6.62%

19,263,527
Net Periodic Pension Cost * 8.07%
Other Post-Retirement Benefits 0.64% 1,641,154
2020 Actual Total 194,225,985

* Note: Since the pension related loadings share components of pension expense, total pension
expense is shown for both loadings in order to calculate total allocable costs.
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Service Provider Allocations
Overview

It is not practical or cost-effective to maintain corporate service expertise in each area of PGE.
Accordingly, service groups are formed to provide these services to all organizations within the
company. PGE has several departments that provide services to most areas of the company.
These services include World Trade Center facilities, Information Technology, Production
Services, the corporate Helicopter, and Fleet Services. These departments charge their support
service expenses to FERC clearing account 184 (excluding WTC) and then the costs are
reclassified (or allocated) to the functional areas of the company receiving their services. FERC
account 184 serves as the allocation “base” that accumulates costs that are then allocated to
those areas receiving the services, or “targets.”

Service Provider allocations and the loadings thereon are distributed to various income
statement accounts outside of the general rule associated with capital and non-utility accounts
and all co-owner accounts. These costs are distributed to reflect the fully allocated cost of the
services provided in a manner similar to the results of services provided by a third party. This
approach recognizes the full value of the service groups to the user groups and reflects the costs
of these services in the income statement line items where the services are used.

World Trade Center Facilities

PGE leases its corporate headquarters office at the World Trade Center (WTC) from 121 SW
Salmon Street Corporation (121SWS), a PGE subsidiary. Portions of the WTC are leased to
third parties (non-PGE tenants). The WTC Allocation is used to allocate the cost of PGE’s
corporate headquarters office between PGE (utility and non-utility) and non-PGE tenants.

Costs incurred by 121 SWS to own and operate the building are initially recorded in non-utility
accounts (FERC account 418), with the exception of property taxes, which are recorded in
FERC account 408.2 Taxes Other Than Income Taxes. Operating costs include base rent,
security, general maintenance, cleaning, administration, licenses and fees, utilities, property
taxes, insurance, depreciation, and uncollectible accounts.

Allocation of costs to PGE is based on PGE’s percentage of occupancy of the rentable space in
the WTC buildings. The amount allocated to PGE is then apportioned by functional areas of
PGE, including O&M, A&G, Capital and non-utility accounts using fixed rates. These rates
are calculated based on budgeted labor headcount (including contract labor) in departments that
occupy space at WTC. Each employee working at the WTC is assigned an equal weight as all
employees are assumed to consume an equal amount of space and costs, which are then assigned
to functional areas based on the accounts used by the departmental budgeted labor. Amounts
related to functional areas in PGE utility operations are allocated above the line to various O&M
expense accounts. Amounts related to functional areas in PGE non-utility operations are
allocated to non-utility expense accounts.
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Operating costs which are identifiable to specific utility or non-utility operations are directly
allocated.

WTC Cost Distribution (Actual)

PGE (Utility/Non-Utility Tenants) 67.14%
Non-PGE Tenants 32.86%
Total Cost Pool $ 12,691,843
PGE's Share allocated $ 8,521,304

Below is a table of the actual distribution percentages of the 2020 WTC costs allocated to PGE:

World Trade Center Allocation % Lease Cost

Boardman 0.27%
Coyote Springs 0.00%
Pelton 0.28%
Round Butte 0.25%
Utility Capital 8.45%
Trojan 0.24%
Utility Expense 89.32%
Non-Utility 1.19%
2020 Actual Total 100.00%

Information Technology
PGE’s Information Technology (IT) department provides services to all functional areas of the
company in the following ways:
e Provides operational and developmental support to end-user applications systems
(software);
e Develops, operates and maintains computer systems and telecommunication
equipment; and
e Manages the overall direction for information system and technology issues.

The allocation of these costs, which initially post to FERC account 184, is done via fixed rates,
which are based on the relative percentage of budgeted labor hours (straight-time and contract
labor for most areas) of the receivers of IT services. The overall allocation to Generation
(including Power Operations) is further allocated to each generating facility and Power
Operations based on the number of computers assigned.
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Production Services

The Production Services portion of Service Providers includes the Printing and Mail Services
group, whose primary mission is to ensure PGE’s retail revenue invoices are printed, inserted
and mailed timely and completely in a cost-effective manner. They also provide a variety of
other business services including CD/DVD production, engraving, copying, inserter sorting,
bindery, and mailing services.

Costs are initially charged to FERC account 184 then certain service requests are manually
allocated to the user (requesting) department. The remaining balance is allocated based on
fixed percentages to various functional areas/end use accounts. The Printing and Mail Services
group tracks the volume of services to end-users (historical usage), which is used to calculate
the fixed percentages. Unless there is a significant change in the end-users of the services, the
percentages usually remain the same from the prior year.

Helicopter

The costs to operate the corporate helicopter (operations, maintenance, and depreciation) are
charged to FERC account 184. While the helicopter is used primarily for transmission and
distribution power line inspections and surveillance, usage charged to A&G includes
environmental, wildlife, vegetation, and project surveys. The helicopter costs are allocated via
fixed percentages based on historical usage patterns. Unless this is a significant change in the
usage patterns, the percentages usually remain the same from the prior year.

Included below is a table which lists the 2020 actual percentages and costs for the Service
Provider Allocations:

Information

Technology Production Services Helicopter
Trojan 0.73% 0.10% N/A
Boardman 2.24% 0.25% N/A
Coyote Springs 0.85% 0.15% N/A
Pelton / Round Butte 1.43% 0.40% N/A
Generation * 10.71% 1.65% N/A
Power Operations 2.93% 1.00% N/A
Transmission 2.80% 7.00% 30.00%
Distribution 39.09% 15.50% 20.00%
Marketing 3.17% 2.25% N/A
Customer Service 16.22% 32.00% N/A
Admin & General 18.47% 38.00% 50.00%
Non-Utility 1.36% 1.70% N/A
Totals 100.00% 100.00% 100.00%
2020 Actual Total $57,768,106 $433,279 $518,168

! Generation includes Beaver, Faraday, North Fork, Oak Grove, River Mill, Sullivan, Port Westward, Port
Westward 2, Carty, Biglow, and Tucannon.
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Fleet Services Overview

PGE manages a fleet of vehicles and specialized equipment to support the wide variety of
activities necessary to operate the company. The majority of these vehicles are dedicated to the
work of PGE’s line crews (Transmission and Distribution — T&D). In addition, PGE maintains
a small pool of light-duty pickups and passenger vehicles which support employee
transportation job requirements. The fleet is segregated into nine vehicle types:

Type 1 - Man-lift equipment

Type 2 - Digger derrick equipment
Type 3 - Cranes

Type 4 - Heavy-duty trucks

Type 5 - Medium-duty trucks
Type 6 - Light-duty trucks

Type 7 - Construction equipment
Type 8 - Trailers

Rates are determined for each vehicle class by analyzing historical cost and usage levels through
periodic cost studies.

Fleet related costs are initially charged to FERC account 184. Out of this cost pool, non-T&D
assigned vehicles are allocated a fixed monthly amount based on the type of vehicle assigned
and the latest vehicle study rate and normalized usage. The remaining cost pool is then allocated
to T&D departments with assigned vehicles based on their labor costs.

Vehicles assigned to generation plants are generally excluded from the fleet allocation since the
generating plants incur the overhead costs (maintenance, fuel, etc.) for their assigned vehicles,
either at the generating plant or at the mini-fleet shop maintained at Faraday. Accordingly,
generation assigned vehicles are reviewed for possible inclusion but generally are not allocated
costs.
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The actual rates for Type 1-8 vehicles used during 2020 are included in the following table:

Transportation Rates

Type 1 - Man-lift Equipment

Type 2 - Digger Derrick Equipment
Type 3 - Cranes

Type 4 - Heavy Duty Trucks

Type 5 - Medium Duty Trucks
Type 6 - Light Duty Trucks

Type 7 - Construction Equipment
Type 8 - Trailers

Hourly Rate

$38.67
$80.82
$71.77
$95.68
$27.06
$12.80
$28.64
$12.75

Actual costs associated with operating and maintaining the company vehicle fleet for 2020

total $15,961,615.
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Administrative Allocations

Corporate Governance

Certain A&G costs are distributed to PGE’s capital, non-utility and the co-owned entities
through the Corporate Governance allocation. These costs are incurred for activities such as
Human Resources, Accounting, and other corporate functions that support all PGE activities.
This is accomplished by pooling the corporate governance costs and allocating them to PGE
capital, non-utility, billings jobs, and the co-owned entities capital and A&G accounts.

Activities charged to certain A&G accounts (FERC 920: allocable labor; 921: allocable non-
labor; and 923: allocable outside services) and by certain departments have been identified as
supporting all PGE, including the generating plant co-owners. The charges in these ledger
segments are pooled together creating the “Corporate Governance Cost Pool”. Certain
departments, however, are excluded from the Cost Pool since their activities do not support the
co-owners, such as tax and legal, as well as officer departments.

The basis for this allocation is a comparison of all labor costs for PGE and the co-owned entities
(excluding PTO). For PGE, the allocation is made to capital, billing jobs, and non-utility
activity and also when related to certain Service Provider allocations. Costs remaining in A&G
reflect amounts that are unallocated to PGE’s O&M expenses. For the co-owned entities,
however, costs are distributed to capital, A&G, and decommissioning.

Included below is a table which shows the 2020 actual percentages and costs for the Corporate
Governance Allocation:

Corporate Governance

Capital Decommissioning Expense
Trojan 0.00% 0.81% 0.02%
Boardman 0.40% N/A 2.74%
Pelton 0.15% N/A 0.99%
Round Butte 0.29% N/A 0.10%
Coyote Springs 0.06% N/A 1.36%
Utility 39.48% N/A 52.71%
Non-Utility 0.00% N/A 0.54%
KB Pipeline 0.00% N/A 0.04%
Affiliates N/A N/A 0.31%
Totals 40.38% 0.81% 58.81%
2020 Actual Total $21,554,831
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Corporate Allocation Summary

The pool of allocable dollars in 2020 related to Labor Loadings, Service Provider Allocations,
and Corporate Governance, all of which were discussed above, totaled $298,983,192 of which
$216,881,551 was allocated to capital, non-utility and other expenses. The below table provides
a summary of the allocation targets. All unallocated dollars remain in their respective A&G or
O&M accounts.

2020 Corporate Allocation Summary

Trojan 0.93%
Boardman 2.98%
Pelton 1.12%
Round Butte 1.09%
Coyote Springs 1.14%
KB Pipeline 0.04%
Utility Capital 39.78%
Utility Expense 51.75%
Non-Utility 0.80%
Affiliates 0.37%
Total 100.00%

Affiliate Billings

The affiliate billings include labor loadings plus the allocations (Corporate Governance, WTC
Floor Space and Service Provider costs). The direct costs incurred to provide services (i.e. labor
costs) are accumulated in a billing job account (FERC account 186 Miscellaneous Deferred
Debits) along with the associated loadings and allocations. These costs are then billed to each
affiliate and the billing job is relieved. If any balance remains in the billing job account, these
costs are cleared to a non-utility account.

Other Utility Administrative Allocations

PGE has other administrative allocations that are intra-company allocations and stay within
utility operations; these include:

e Distribution Operations Supervision Engineering

e PSES Administrative Overhead Allocation

e Construction Loadings (allocation of administrative costs to utility capital)

These allocations do not impact affiliate, non-utility or subsidiary activities.
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Stores Loadings

Overview

PGE uses two stores loading rates: Boardman and PGE general inventory. The Boardman rate
applies only to the operating trust; the PGE general inventory rate is applied to all other stores
issues and returns.

PGE General Inventory

The Stores loading (also referred to as the materials loading) is used to spread the cost of
operating and maintaining material storerooms to the accounts that receive materials issues.

The costs incurred to operate each storeroom relate to both the maintenance of items in
inventory and issuance of inventory to end-users. The balance remaining in stores overhead
has a parallel relationship to the balance in stores inventory, so as the level of inventory
increases, so would the balance in stores overhead. The calculation of the loading rate utilizes
a 2-year rolling average of gross purchases, issues and returns divided into a 2-year rolling
average of the operating costs. This ratio, multiplied by the dollar value of the physical
inventory at a given point in time, determines the net amount of dollars that will remain in the
stores overhead account (account 163). The stores loading process and manual adjustments
keep the overhead balance at the appropriate level.

The 2020 loading rates are as follows:

PGE Materials 19%
Boardman 23%
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August 12, 2021

To: John Fox
Public Utility Commission of Oregon

From: Jaki Ferchland
Manager, Revenue Requirement

Portland General Electric Company
UE 394
PGE Response to OPUC Data Request 203
Dated July 29, 2021

Request:

Regarding the Q&A on PGE/200, Tooman-Batzler/19:

a. Please provide a detailed narrative explanation of the remaining uncertainties listed
below. Please provides citations to all related Oregon Revised Statutes and Oregon
Administrative Rules pertaining to each uncertainty;

i.  Needs additional time to evaluate how the tax operates.
ii. How much expense it will generate?
iii. How much variability it will entail?

b. Staff’s understanding is October 15, 2021 is the final extended due date for the 2020
CAT return. Please explain what uncertainties the Company anticipates will be
unresolved at that date and provide dollar range for each.

Response:

a.

i.  New tax laws, by nature, are untested and provide a lot of uncertainty to taxpayers.
Taxpayers rely heavily upon the law’s statutes, the Department of Revenue’s (DOR)
guidance of the statutes, the form’s instructions, tax audit outcomes, and litigation to
properly file tax returns. However, since PGE’s tax return for the initial year of the
Oregon Commercial Activity Tax (CAT) will not be filed until October 15, 2021 there
have been no tax audits or litigations on which to rely.

ii. PGE estimates the 2020 expense to be approximately $7.5 million. For details, see
PGE’s response to OPUC Data Request No. 205, Confidential Attachment A.

iii. PGE cannot determine the variability of the CAT expense until more returns are filed.

b. The CAT, as described by the DOR:

The CAT is imposed on businesses for the privilege of doing business in this state. It is measured
on a business's commercial activity, which is the total amount a business realizes from
transactions and activity in Oregon. Certain items are excluded from the definition of
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commercial activity and, therefore, will not be subject to the CAT. In addition, Oregon's CAT
allows a 35 percent subtraction for certain business expenses.

Uncertainty begins at the start of the CAT calculation when determining the sourcing of
commercial activity (ORS 317A.128) and ensuring that the correct receipts are accounted for.
Next, there are more than 40 excluded items (ORS 317A.100(1)(b)), so this determination is
critical, but there is, as yet, no precedent as to what meets the defined items.

Since the CAT is untested, has no history of audits, and has no litigation precedents, it is
impossible to determine what the exact uncertainties are. Therefore, it is unknown what the
impact to tax expense would be.
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August 12, 2021

To: John Fox
Public Utility Commission of Oregon

From: Jaki Ferchland
Manager, Revenue Requirement

Portland General Electric Company
UE 394
PGE Response to OPUC Data Request 204
Dated July 27, 2021

Request:

Please provide all work papers and calculations related to quarterly estimated tax payments for
the 2020 and 2021 CAT through the second quarter. Please provide the same information for the
2021 third and fourth quarters as it becomes available. This is a standing request.

Response:

Attachments 204-A through 204-F provide the requested quarterly estimated CAT payment work
papers from Q1 2020 to Q2 2021.

Attachments 204-A through 204-F contain protected information subject to General Protective
Order No. 21-206.
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August 12, 2021

To: John Fox
Public Utility Commission of Oregon

From: Jaki Ferchland
Manager, Revenue Requirement

Portland General Electric Company
UE 394
PGE Response to OPUC Data Request 205
Dated July 29, 2021

Request:

Regarding the work paper Exhibit Support 2022.x1sx, Other Tax Data tab, please provide all
work papers underlying the CAT figures shown ($6,870,698 and $7,784,480 for 2020 and 2021,
respectively).

Response:

Attachments 205-A and 205-B provide the requested 2020 CAT provision and 2021 budget work
papers. The correct amount for 2020 is $7,471,429 and will be provided in updated Exhibit
Support work papers.

Attachments 205-A and 204-B contain protected information subject to Protective Order
No. 21-206.
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August 19, 2021

To: John Fox
Public Utility Commission of Oregon

From: Jaki Ferchland
Manager, Revenue Requirement

Portland General Electric Company
UE 394
PGE Response to OPUC Data Request 269
Dated August 5, 2021

Request:

Regarding the Company’s response to Staff Data Request 142 and the project P36444 Upgrade
Excitation System:

a. Please state if any portion of the project is included in rate base at April 30, 2022.

b. Please explain what would be the outcome if PGE did not comply with the “new WECC
regulations”.

Response:

a. Approximately $350,000 of capital costs associated with project planning activities are
included in PGE’s rate base at April 30, 2022.

b. All North American Electric Reliability Corporation (NERC) and Western Electricity
Coordinating Council (WECC) regulations and reliability standards are established and
enforced to ensure the effective and efficient reduction of risks to the reliability and
security of the grid. Failure to follow these regulations and standards may: 1) increase or
fail to reduce risks to the reliability and security of the grid; and 2) subject PGE to
significant financial penalties and corrective actions, which yield additional financial
penalties, if not completed.
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August 19, 2021

To: John Fox
Public Utility Commission of Oregon

From: Jaki Ferchland
Manager, Revenue Requirement

Portland General Electric Company
UE 394
PGE Response to OPUC Data Request 276
Dated August 5, 2021

Request:

Regarding the Company’s response to Staff Data Request 143 and the project P36836 BR:
Beaver Modernization:

a. Please confirm that the cost of this project is included in rate base in this case.

b.  Please explain how conversion from a dual fuel to single fuel system will “allow for
greater operationally flexibility”.

Response:

a. Yes. At the time of the UE 394 filing PGE was expecting the project to be placed in
service prior to April 30, 2022. As such, the cost of the project is currently included in the
rate base for this case. More recent information reflects an in-service date of June 2022
which means that, if the project timeline does not move back to a completion in April of
2022, PGE will remove the cost of the project from the 2022 rate base in a subsequent
revenue requirement update.

b. PGE has a commitment to Department of Environmental Quality (DEQ) to reduce
annual allowable emissions of regional haze pollutants at Beaver. The planned
combustion upgrades will significantly reduce the hourly emissions and so, in the context
of that commitment, allow for greater operational flexibility while remaining below the
reduced annual allowable emissions.
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August 19, 2021

To: John Fox

Public Utility Commission of Oregon
From: Jaki Ferchland

Manager, Revenue Requirement

Portland General Electric Company
UE 394
PGE Response to OPUC Data Request 288
Dated August 5, 2021
Request:

Regarding PGE/200, Tooman-Batzler/23, Exhibit 206, and Exhibit 302, Staff calculates the ratio
of payroll taxes/aggregate wages to be 7.70%, 7.96%, 7.91%, 8.74%, and 8.71% for 2018-2022,
respectively:

a.

Please explain why, in aggregate, payroll taxes are increasing while wages decrease
comparing 2020 through 2022.

Please explain why the Company cites “an approximate 8.0% payroll tax rate to total
wages” in testimony which does not appear to match the Staff calculated figures above.

Response:

a.

As we discuss in PGE Exhibit 300, Section III, “[t]o provide a more accurate reflection of
our total labor and to better align with how labor is viewed, planned for, and controlled
internally, we define total labor as both PGE labor and contract labor.”! As such, PGE
Exhibit 302 contains certain cost elements (i.e., 1502: Non-PGE Labor Straight Time and
1602: Non-PGE Labor Overtime) for which PGE does not incur payroll taxes.
Additionally, PGE does incur payroll taxes on Performance Incentive Compensation and
Annual Cash Incentive amounts paid to employees, which are not included in PGE
Exhibit 302. Finally, while not material, PGE forecasts payroll taxes using only direct
charges and not allocated cost elements. When including incentive costs and, more
importantly, when removing cost elements 1502 and 1602, PGE’s labor costs do increase
slightly from 2020 to 2022, leading to the slight increase in payroll taxes over the same
period.

See part (a). When making these adjustments, PGE’s calculated ratio for 2018-2022 is as
follows: 8.4%, 8.5%, 8.1%, 8.1%, and 8.1%.

! PGE Exhibit 300, page 13, lines 8-10.
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September 8§, 2021

To: Kathy Zarate
Public Utility Commission of Oregon

From: Jaki Ferchland
Manager, Revenue Requirement

Portland General Electric Company
UE 394
PGE Response to OPUC Data Request 559
Dated August 25, 2021

Request:

Regarding the Company’s response to Staff Data Request 203 and the revised $7.5 million
expense estimate therein, please provide the range of variance the Company expects may
reasonably occur as a result of the uncertainties listed in section a.(i) of the response.

Response:

Based on the uncertainties identified in PGE’s response to OPUC Data Request No. 203, PGE
has no basis on which to estimate a range of variance that may reasonably occur for the Oregon
Corporate Activity Tax.
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September 8§, 2021

To: John Fox
Public Utility Commission of Oregon

From: Jaki Ferchland
Manager, Revenue Requirement

Portland General Electric Company
UE 394
PGE Response to OPUC Data Request 563
Dated August 25, 2021

Request:

Regarding the Company’s response to Staff DR 269:

a. Please provide a list of all projects in Attachment 143-A for which preliminary costs are
being included in rate base as of April 2022 and the project itself is not yet in service.

b. For each project listed in this response, please provide a narrative description of the cost
and amount.

Response:

There are no other projects listed in Attachment 143-A for which preliminary costs are included
in PGE’s UE 394 rate base but the project itself is not yet in service.



Docket No. UE 394 Staff/202, Fox/25

September 8§, 2021

To: John Fox
Public Utility Commission of Oregon

From: Jaki Ferchland
Manager, Revenue Requirement

Portland General Electric Company
UE 394
PGE Response to OPUC Data Request 570
Dated August 25, 2021

Request:

Regarding the Company’s response to Staff DR 288, and the discussion in the August 23rd
workshop regarding payroll taxes and incentives, please provide the amount of payroll taxes
attributable to the Performance Incentive Compensation and Annual Cash Incentive amounts
expense removed from the case in the Company’s initial filing.

Response:

The following table provides the requested information. Column two provides the amount of
incentive-related payroll taxes currently included in PGE’s request. Column three provides the
amount of incentive-related payroll taxes attributable to incentive amounts PGE voluntarily
removed from our test year request.

Amount Based on 100% Amount Attributable to 100%0

1 1 0, -
Account Incentives Eorecast Officer Inc_entlves and_ 50% Non
1) @) Officer Incentives
3)
4081004: Payroll Taxes - FICA 2,545,381.75 1,397,746.26

4081009: AllocCredit - Payroll Tax (1,174,164.28) (644,769.19)
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September 28, 2021

To: John Fox
Public Utility Commission of Oregon

From: Jaki Ferchland
Manager, Revenue Requirement

Portland General Electric Company
UE 394
PGE Response to OPUC Data Request 766
Dated September 14, 2021

Request:

In UE 335, for final revenue requirements purposes, please provide the overall split for labor
(including contract labor), including overheads, between expense and capital.

Response:

PGE did not rely on an overall labor split for purposes of calculating a final revenue requirement
in Docket No. UE 335. In PGE’s response to OPUC Standard Data Request No. 093 for UE 335,
PGE provided a breakout between O&M and rate base for 2019 forecast labor cost as 68.3% -
O&M and 31.7% - Capital. However, this split did not include contract labor. Reviewing 2019
actual labor data as provided in PGE’s FERC Form 1, pages 354-355, PGE’s O&M and Capital
labor split is calculated as 62.43% - O&M and 37.57% - Capital. This also does not include
contract labor. Attachment 766-A provides this calculation.
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Labor Allocations between O&M / Capital / Other
All Data Based on FERC Form 1, pages 354-355

Percent
O&M and
Capital
2019 Percent Only
O&M Labor $ 198,153,023 61.03% 62.43%
Construction $ 118,751,245
Plant Removal $ 506,180
Capitalized EE
Total $ 119,257,425 36.73% 37.57%
Other Accounts $ 12,791,801
less Partnership Share $ (5,507,806)
less Capitalized EE
Total $ 7,283,995 2.24% 0.00%
PGE Share Total $ 324,694,443 100.00%  100.00%
Reconcile:
Total Labor $ 330,202,249
less Partnership Share $ (5,507,806)
PGE Share Total $ 324,694,443

Match
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September 28, 2021

To: John Fox

Public Utility Commission of Oregon
From: Jaki Ferchland

Manager, Revenue Requirement

Portland General Electric Company
UE 394
PGE Response to OPUC Data Request 767
Dated September 14, 2021
Request:

Regarding the Company’s response to Staff data requests #288 b. and #570,

a.

Regarding the statement “When making these adjustments, PGE’s calculated ratio for 2018-
2022 is as follows: 8.4%, 8.5%, 8.1%, 8.1%, and 8.1%”, please provide the reconciliation
underlying the calculated ratios.

Regarding the table provided in response to data request #570, please reconcile those
numbers to the response to item a. above.

Please provide a detailed narrative explanation of how the payroll taxes attributable to the
incentive adjustment have been removed from this case.

Response:

a.

Upon a review of the data used, the ratios cited above and included in PGE’s response to
OPUC Data Request No. 288 were calculated using an incorrect incentive amount.
Correcting for this, calculates a 2018-2022 ratio as follows: 8.5%, 8.7%, 8.3%, 8.3%, and
8.3%. Attachment 767-A provides the correct data used in calculating these ratios.

The amount cited in PGE’s response to OPUC Data Request No. 570 and included as part of
PGE’s account 4081004, 2022 forecast was calculated using a forecast incentive amount of
$33,272,964, multiplied against the standard Internal Revenue Services (IRS) Federal
Insurance Contributions Act (FICA) tax rate for incentive pay of 7.65%. The credit amount
in account 4081009 was ratably calculated for purposes of PGE’s response to OPUC Data
Request No. 570 by multiplying the gross incentive-based amount of payroll tax (i.e.,
$2,545,381.75) against the ratio of allocated payroll tax to gross payroll tax (i.e., -
$14,131,079/$30,633,694).

The amounts attributable to the 100% Officer Incentives and 50% Non-Officer
Incentives PGE voluntarily removed from our test year request were calculated using the
ratio of incentives voluntarily removed from our case that are included in incentive accounts
9200005, 9200006, 9200008, and 9200013.

Attachment 767-A provides similar calculations as those described above, using
PGE’s filed incentives forecast, which is slightly different than the amount used when
developing PGE’s payroll tax forecast for 2022 ($33,233,906 filed vs. $33,272,964).

The payroll taxes attributable to PGE’s voluntarily removal of incentives were not removed
from PGE’s initial filing.
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October 1, 2021

To: Moya Enright

Public Utility Commission of Oregon
From: Jaki Ferchland

Manager, Revenue Requirement

Portland General Electric Company
UE 394
PGE Response to OPUC Data Request 811
Dated September 17, 2021
Request:

In Docket No. UE 335 Staff expressed concerns that “PGE allocates costs to affiliates for

services such as information technology and printing, and bills labor at cost.

9]

Staff further states that “PGE’s cost allocation manual identifies a method of calculating the cost
of shared services provided to affiliates and non-utility operations. The manual further states that
affiliates are billed for allocated costs. This suggests that PGE does not evaluate the market value

of services provided to affiliates.

a.

992

Please confirm or deny Staff’s representation of PGE’s allocation of costs to
affiliates in Docket No. UE 335.

If section “a” is denied, please provide an explanation in the Company’s own
words of how, in 2018, the fair market value of transactions was considered in
allocating costs to affiliates.

Please provide an explanation in the Company’s own words of how the market value of
transactions is considered when forecasting costs allocated to affiliates in the 2022 test
year.

Please indicate whether the Company’s Cost Allocation Manual, or other relevant
policies or procedures have changed since 2018.

If yes to section “d,” please provide an explanation of the changes made, with
particular detail given to how such changes insure the Company is compliant with
OAR 860-027-0048(4)(d) and (e).

Response:

a.

PGE does not agree with Staff’s UE 335 representation. The costs charged between PGE
and its affiliates are appropriate based on the following:
o PGE’s charges to affiliates are based on the Master Service Agreement (MSA) as
initially approved by Commission Order No. 06-250 (Docket No. UI 248).
e The variety of services covered by the MSA (e.g., office support, business
analysis, finance and treasury support, purchasing) are not available from a

I'Docket No. UE 3335, Staff/800, Kaufmann/7, lines 17 and 18.
2Docket No. UE 335, Staff/800, Kaufmann/8, lines 17 and 20.
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market source that can be compared to PGE’s cost. Consequently, PGE charges
fully loaded, fully allocated costs to its affiliates to include all applicable labor-
related costs and support services.

e Details regarding PGE’s loadings and overhead cost allocations which are applied
to PGE’s MSA labor have been provided with PGE’s annual affiliated interest
(AI) report since 2004. On September 27, 2004, Staff issued its Audit of PGE's
2003 Annual Affiliated Interest Report and stated that “Pursuant to OAR 860-
027-0048, PGE provided a Cost Allocation Manual (CAM) as an attachment to
the Al Report. Staff reviewed the content and format of the CAM and believes
that PGE has adequately addressed its cost allocation methods.” Although PGE
replaced its financial system in 2012, it did not significantly alter the method of
calculating its loadings and allocations then or since. Instead, we revise the rates
based on updated costs from year to year and occasionally revise the cost criteria
based on changing conditions.

e Services from Salmon Springs Hospitality Group (SSHG) to PGE have been
discounted to market price and SSHG profit has been credited to PGE customers
through Other Revenue.

e Costs from 121 SW Salmon Street Corporation to PGE are based on the
agreement approved by Commission Order No. 18-323.

b. See PGE’s response to Part a, above.
c. See PGE’s response to Part a, above.
d. No. See PGE’s response to Part a, above.

e. See PGE’s response to Part d, above.
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August 24, 2021

To: Jesse O. Gorsuch
Alliance of Western Energy Consumers

From: Jaki Ferchland
Manager, Revenue Requirement

Portland General Electric Company
UE 394
PGE Response to AWEC Data Request 028
Dated August 11, 2021

Request:

Please provide copies of PGE’s tax provision calculation for calendar year 2020.

Response:

Attachment 028-A provides the requested information.

Attachment 028-A contains protected information subject to Protective Order No. 21-206.
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Staff/300

Cohen/1

Q. Please state your name, occupation, and business address.

A. My name is Heather Cohen. | am a Senior Utility Analyst employed in the
Rates, Finance and Accounting Program of the Public Utility Commission of
Oregon (OPUC). My business address is 201 High Street SE, Suite 100,
Salem, Oregon 97301.

Q. Please describe your educational background and work experience.

A. My witness qualification statement is found in Exhibit Staff/301.

Q. What is the purpose of your testimony?

A. | provide background, analysis, and recommendations regarding the
Company’s Test Year expense for wages, salary, incentives, and full-time
equivalents. | also address Staff’s adjustments to the Company’s Test Year
expense for uncollectibles, customer accounts, advertising and promotional
activities, and Human Resources/Employee Support budgets.

Q. How is your testimony organized?

A. My testimony is organized as follows:

Issue 1. COMPENSALION.........ooeiiiiiiii e e e e eeaanns
Figure 1. Total Incentives As Per PGE ...

Figure 2: W&S Model Adjustments ............ccoooiiiiiiiiiiiiiiiecieee e,
Figure 3. Non-Officer Incentives (Actuals, Budget, Forecast)....................
Figure 4. Officer INCENtIVES .........cooviiiiiiiiiiiiiiieee
Issue 2. Full-Time-Equivalents (FTES) .........ccoiiiiiiiiii s
Figure 5. FTE DY DiViSION......ccooiiiiiiiie e
Figure 6. FTE Growth by Class..........ccuvvviiiiiiiiiiiiiieeeeeeeeeeeeeeeeeeeeeeeeeeee e
Figure 7. Labor spending in Exempt/Salaried by Division..........cccccccc.......
Figure 8. FTE Budgeted vs. FTE Actuals.........ccccccvvviiiiiiiiiiiiiiiiiiiiiiiieee
Figure 9. Contract Labor $ 2018 - Test Year (2021 and 2022 are
Budgeted/ProjeCtions) ............euueeeeeiiiiiiiiiiiiee
Figure 10. PGE Contract Labor............ccooiviiiiiiiiiiiiiiiiiiiiiiiiiieeeeeeeeeeeeeee
Figure 11. Customers per FTE ........oooiiiiiiiiiiiiiiiiieeeeeeeeeeeeeeeeeeeeeeeeeeee

PGE UE 394 STAFF OT EXH 300 COHEN.FINAL
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Figure 12. FTE vs. Head Count, Reduction of 75 ..., 21
Issue 3. Uncollectible EXPENSe........coooiiiiiiieiiieee e 22
Figure 13. PGE Uncollectibles 2018-2021.........oovueiiiiiieiiieecee e, 23
Figure 14: PGE Uncollectible Actuals 2012-2020 ..........ccoovvvvviiiiiiiiiiinnnnnn. 25
Issue 4. Customer ACCOUNt EXPENSES........uuuiiiiiiiiiiiiiiiie e 26
Figure 15. Customer Accounts Historical Spending.........cccccccceeiiiieiniennn, 27
Figure 16. Customer Accounts: Labor vs. Non-Labor............................... 27
Figure 17. Meter Readers per Customer .............cceeeeiieeiiiiiiiiccii e, 28
Issue 5. AdvertiSing EXPENSES .........uuuiiiiiiiii 29
Figure 18. Category A Advertising in the Test Year.......cccccccvvvvviiiiinnnnnnn. 30
Figure 19. Category A Vendors by Spending in Base Year ...................... 31
Figure 20. Category A Base Year Spending by Description..........cccc....... 32
Figure 21. Category A Historical Spending..........ccccccvvviiiiiiiiiiiiiiiiiiiiennne. 33
Figure 22. Category A Other Outside Services...........ccccvvvvviriiiiieeeeeneennnn, 33
Issue 6. HR/Employee Support Reductions ............coouvviiiiiiiiiiiiiiiccie e, 35
Figure 23: HR/Employee Support Reductions by Cost Element and
o0 U o | 35
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ISSUE 1. COMPENSATION

Q. Please provide a summary of the Commission’s historical method for
determining the amount to include in a utility’s revenue requirement
for wages, salaries, incentives, and overtime expense.

A. The Commission’s methodology has many components. The Commission
determines the appropriate level of wages and salaries for employees in the
Test Year using its three-year wage and salary (W&S) model to estimate union
and non-union payroll levels for energy utilities.”? The model determines an
appropriate level Test Year expense and capital investment for wages and
salaries by escalating the Company’s base year wages and salaries by annual
changes to the All Urban CPI and applying a sharing mechanism between the
wages and salaries determined by the W&S model and the wages and salaries
proposed by the utility.

To determine the appropriate amount to include in revenue requirement
for incentives paid to employees, the Commission’s policy is to disallow
100 percent of officers’ bonuses because they are typically based on
increased earnings, which benefits shareholders.? It is also Commission policy

to disallow 75 percent of performance-based bonuses because they are

' In the Matter of Northwest Natural, Docket No. UG 132, Order No. 99-697 at 43 (November 12,
1999), In the Manner of PacifiCorp, Docket No. UE 375, Order No. 20-473 at 102 (December 18
2020).

2 See Pacific Power & Light, UE 116, Order No. 01-787 at 40; In the Matter of Northwest Natural,
Docket No. UG 132, Order No. 99-697 at 43 (November 12, 1999); In the Matter of PGE,
Docket No. UE 102, Order No. 99-033 at 61 (January 27, 1999); In the Matter of PGE,

Docket No. UE 88, Order No. 95-322 at 10 (March 29, 1995).

3 See Order No. 99-033 at 62; and In the Matter of the Application of US West, Docket No. UT

125, Order No. 97-171 at 74-76 (May 19, 1997).

PGE UE 394 STAFF OT EXH 300 COHEN.FINAL
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generally focused on increased earnings and therefore bring more benefit to
shareholders. The Commission disallows 50 percent of merit-based bonuses
because they equally benefit shareholders and ratepayers. Union bonuses are
treated in the same manner as non-union bonuses.*

Finally, the Commission determines the appropriate ratio of expense and
capital to apply to the total forecasted compensation and applies it to
determine what compensation expense that is included in Test Year expense
and what compensation is included rate base.

Q. Please explain how Staff used the Three-Year W&S model to arrive at its
recommendation for wage and salary levels for the Test Year.

A. As a starting point for determining non-union wages for each employee class,
the W&S model uses the utility's actual wage, salary, and overtime levels as
they existed three years prior to the Test Year.5 For example, a 2022 Test
Year would require a Base Year of 2019. From there, the Base Year wages
and salaries are adjusted by a year over year escalation of expenses using the
All-Urban CPI for each of the three subsequent years to establish a forecast of
Test Year wage and salary levels.®

In effect, the model calculates the average salary based on the
Company’s actual Base Year calendar payroll (2019), divided by the actual
Base Year FTE (2019), then escalates the average by the annual changes to

the All-Urban CPI. Once the escalated amount is determined, it is compared to

4 See Order No. 20-473 at 97; Order No. 99-697 at 44-45; Order No. 99-033 at 62.
5 See Order No. 99-697 at 43.
6 |bid.

PGE UE 394 STAFF OT EXH 300 COHEN.FINAL
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the Company’s Test Year figures.” At this point the sharing principle is applied,
wherein Staff adjusts its forecasted amount to allow the Company to share
50/50 the lesser of the difference between the model forecast and the amount
the Company has included in its Test Year or a 10 percent band around Staff's
projection.®

For non-union wages, the W&S model incorporates actual market-based
data by using historic wages and adjusting for inflation using the All-Urban CPI
index.? The Commission has consistently validated the All-Urban CPI to adjust
historic wages and salaries as “adjusting payroll levels by changes in inflation
provides employees the same real level of compensation as in the base year
and provides an incentive to companies to minimize labor costs.”"® Moreover,
the All-Urban CPI captures local economic conditions as the Bureau of Labor
Statistics includes Oregon prices in its survey." Further, the methodology of
equally dividing between ratepayers and shareholders the difference between
the utility’s Test Year forecast and the forecast obtained by the model allows
for some adjustments to reflect changes in market conditions without allowing
unchecked escalation.

For union wages, the W&S model again starts with actual wages three

years before the Test Year. Rather than escalating the wages using All-Urban

7 Ibid.
8 lbid.
% Ilbid.
0 Ibid.
" Ibid.

2 Order No. 95-322 at 10.

PGE UE 394 STAFF OT EXH 300 COHEN.FINAL
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CPI, wages are escalated using negotiated wage increases as set forth in
union contracts and Staff’s final adjustment incorporates any sharing between
the Company’s Test Year forecast and the forecast obtained under the W&S
model.” In its 2020 order in PacifiCorp’s general rate case, the Commission
rejected Staff's proposed 50/50 sharing between Staff's Test Year
determination of expense for union wages and salaries and the Company’s,
concluding that the arms-length nature of the negotiations regarding wages
was sufficient protection for ratepayers.

Q. Why has the Commission used the W&S model to determine Test Year
expense for non-union wages and salaries?

A. The Commission has explained its rationale in previous orders. For example,
in an order issued in 1999, the Commission explained:

The [Three Year] model incorporates actual market-based data
by using, as a starting point, actual historic wages. We also agree
with Staffsuse of the All Urban CPI index to adjust
historic wages and salaries. Adjusting payroll levels by changes
in inflation provides the employees the same real level of
compensation as in the base year, and provides an incentive to
companies to minimize labor costs. Contrary to the assertions by
NW Natural, local economic conditions are represented in the All-
Urban CPI, as the Bureau of Labor Statistics includes prices in
Oregon when it conducts its survey. Moreover, Staff’'s method of
sharing the difference between payroll projections equally
between ratepayers and shareholders also allows NW Natural
some ability to increase wages above the rate of inflation in
response to changes in market conditions without allowing
unchecked escalation.™

13 See Order No. 99-697 at 43.
4 Order No. 20-473 at 94.
5 |bid.
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Q. Please summarize Company’s proposal for wages, salaries, incentives

A.

and overtime expense in this case.

The Company’s 2022 Test Year includes $351.7 million in wages and salaries
(base pay), $18.6 million in incentive compensation, and

$19.3 million in overtime.16 The Oregon allocation factor is 100 percent with a
63.3/36.7 percent split for O&M and Capital.17 The Company claims to have
removed all incentive compensation paid to the executive group as well as

50 percent of non-officer incentives based on 2020 actuals, a reduction of
$10.6 million, as illustrated below.'®

FIGURE 1. TOTAL INCENTIVES AS PER PGE

Table 4
Total Incentives (S000)

2020 2022
Incentive Plans Actuals Test Yearf”
Performance Incentive Compensation $8.567 $9.842
Annual Cash Incentive $9.547 $5.141
Stock (long-term incentive plan) $10.887 $3.437
One-time recognition and Miscellaneous $133 $146
Total Incentives® $29.133 $18.566

(1) Amounts are net of PGE’s pre-filing adjustments.
(2) Numbers may not sum due to rounding.

The Company states there are no Officer incentives capitalized in plant

costs from 2016 to 2020.°

Q. How does the Company determine the compensation for employees?

Staff/302, Cohen/2, PGE’s Response to Staff DR No. 92 Attach A (electronic spreadsheet).
Staff/302, Cohen/3, PGE’s Response to Staff DR No. 93.

PGE/300, Mersereau — Neitzke/2, 21.

Staff/302, Cohen/14, PGE’s Response to Staff DR No. 493.

PGE UE 394 STAFF OT EXH 300 COHEN.FINAL
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A. PGE testifies that it compares its wages and salaries to relevant markets using
compensation surveys via third-party consulting companies. The Company
uses these data points to benchmark the salaries of positions and roles against
similar PGE positions, determining a midpoint for each compensation grade
within the pay structure. Pay ranges are then established around the midpoint
and actual salaries for each position level must fall within a specific range of
PGE’s pay structure as determined by these mid-points. Pay above or below
the median may still occur based on experience, scope, and impact of the
role.?|In 2020, the Company adjusted the midpoints of its pay structure to align
with the market.!

In terms of incentives, the Company offers four types:

e The Performance Incentive Plan (PIC), which rewards eligible (non-
represented) employees with cash payments for performance tied to
results;

e Annual Cash Incentive (ACI) Plan, which offers payouts to executives
and key non-bargaining employees tied to several goals such as
Corporate Strategy, Customer Satisfaction, Electric Service Power
Quality and Reliability, and Generation Availability and Financial

Performance;

20 PGE/300, Mersereau — Neitzke/15.
21 PGE/300, Mersereau — Neitzke/16.

PGE UE 394 STAFF OT EXH 300 COHEN.FINAL
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e Long-Term Stock Incentive Program, which provides directors,
officers, and key employees with long-term incentives paid out in
three-year cycles; and

e One-time recognition and Miscellaneous, which provides employees
individualized cash rewards based on exceptional performance.?

Q. What adjustments did the Company make to its actual 2020 Base Year
salaries and wages to forecast the 2022 Test Year?

A. The Company escalates its 2020 Base Year pay of non-union employees by
2.5 percent in 2021 and 3 percent in 2022. For union wages and salaries, PGE
started with a 2020 Base Year and applied a rate of 3.5 percent for 2021 and
2022 based on expected collective bargaining increases for the Company’s two
unions in IBEW Local No. 125.2 PGE has also reduced its Test Year O&M
expenses by $10 million to account for vacancies or unfilled positions.2
Wages. Salary. and Overtime

Q. What is Staff’'s recommendation for Test Year wages and salary
including and overtime?

A. As previously stated, PGE escalated its Base Year 2020 non-union wages and
salaries by 2.5 percent and 3 percent for 2021 and 2022 while using rates of
3.5 percent to escalate its union wages and salaries for 2021 and 2022.25

Staff, consistent with the W&S model, starts with a Base Year that is three

22 PGE/300, Mersereau — Neitzke/22-25.
23 PGE/300, Mersereau — Neitzke/18.
24 PGE/300, Mersereau — Neitzke/19.
25 PGE/300, Mersereau — Neitzke/18.

PGE UE 394 STAFF OT EXH 300 COHEN.FINAL
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years prior to the Test Year (2019), and escalated to the Test Year using All-
Urban CPI (CPI) rates, which are 1.2 percent for 2020, 3.7 percent for 2021,
and 2.4 percent for 2022.2¢ Staff escalated union salaries and wages in the
same manner as the Company, applying a rate of 3.5 percent for 2021 and
2022 based on expected collective bargaining increases.?

Staff then applied the sharing principle to its and the Company’s projected
2022 test year amounts. The sharing principle, which allows the Company to
share 50/50 the lesser of the difference between the Company's and Staff's
calculated projections, or a 10 percent band around Staff's calculated
projection, makes a reduction to Staff’s projection. Staff’s initial calculation of
Officer salaries is reduced from $24 thousand to $12 thousand, as is shown
below.?

FIGURE 2. W&S MODEL ADJUSTMENTS

26

27
28

Staff/303, Cohen/2, Oregon Economic & Revenue Forecast September 2021, Volume XLI, No.
3, Table A.4, page 37.

PGE/300, Mersereau — Neitzke/18.

See Staff/304, Staff electronic workpaper, UE 394 Exhibit 304 W&S CONF .xlIsx, tab 3-year
WA&S.
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30

Cohen/11

For the remaining non-Officer categories of Exempt, Non-Exempt and
Union salaries, Staff makes no adjustments since the Company’s filed proposal
was less than Staff’s calculated projection. Similarly, Staff makes no
adjustments to Company’s Test Year Overtime as it was less than Staff’s
projection.?
Incentives
What does PGE propose for employee incentives?
For non-Officer incentives, PGE includes $18.6 million in the Test Year. PGE
testifies that it removed 50 percent of its budgeted Non-Officer Incentives to be
consistent with the Commission’s policy regarding incentives.
Does Staff agree with PGE’s removal of 50 percent of non-Officer
Incentives?
Staff agrees with the underlying principle of removing 50 percent, but believes
PGE started with an unreasonably high forecast of incentives for the 2022 Test
Year. Accordingly, PGE’s downward adjustment of half of that forecast
($18.6 million) still leaves an unreasonably high forecast expense of the Non-
Officer Incentives that are recoverable in rates.*®

It appears the Company’s base calculation of non-Officer incentives was

based upon its 2021 Budget and not its 2020 actuals, as illustrated below. Its

Ibid.

Staff/302, Cohen/7, PGE’s Response to Staff DR No. 162 Attach A (electronic spreadsheet),
See Staff/304, Staff electronic workpaper, UE 394 Exhibit 304 W&S CONF .xlsx, tab Nonofficer
Incent Analysis.

PGE UE 394 STAFF OT EXH 300 COHEN.FINAL
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2022 Forecast represents what the Company has left in the revenue

requirement for Non-Officer Incentives.?

FIGURE 3. NON-OFFICER INCENTIVES (ACTUALS. BUDGET, FORECAST)

Q. Does Staff propose an adjustment?

A.

Yes. Staff averaged the actual amounts of incentives paid to employees in
2018, 2019, and 2020 to forecast the amount of incentives PGE would pay to
non-Officer employees in the Test Year and halved that amount, to arrive at
Test Year expense of $11.9 million. Accordingly, Staff proposes a

($6.6 million) adjustment to PGE’s 2022 Test Year expense for non-Officer

incentives.

Q. Does Staff have an adjustment for Officerincentives?

A.

Yes. Although PGE removed its forecasted Officer incentives from the 2022
Test Year, Staff found that PGE’s forecast was understated. PGE removed

$5.5 million of expense for Officer incentives from the Test Year.32 However,

32

Staff/302, Cohen/7, PGE’s Response to Staff DR No. 162 Attach A (electronic spreadsheet).
See Staff/304, Staff electronic workpaper, UE 394 Exhibit 304 W&S CONF .xlsx, tab Officer
Incent Analysis.

PGE UE 394 STAFF OT EXH 300 COHEN.FINAL
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Staff calculates the three-year average (2018-2020) of actuals as $5.9 million.
Staff believes it is more appropriate to rely on an average of Officer incentives
paid in 2018-2020 rather PGE’s budgeted amount because these amounts are
actuals and not forecasts.

Staff’'s adjustment of ($439 thousand) increases PGE’s adjustment to
total this three-year average.®

FIGURE 4. OFFICER INCENTIVES

33 UE 394 — PGE workpapers_400 Non Conf — Corp Supp Workpaper FINAL. Errata

PGE UE 394 STAFF OT EXH 300 COHEN.FINAL
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ISSUE 2. FULL-TIME-EQUIVALENTS (FTES)

Q. Please provide the background for this issue.

A. PGE’s 2022 test year forecast includes costs for approximately 164 more FTE
than its most recent year of actuals (2020) and 84 more FTE than its 2018
actuals.** The proportion of FTE by Division is illustrated in the chart below.
Noteworthy is the significant growth of Transmission and Distribution (T&D)
and Customer Service.

FIGURE 5. FTE BY DIVISION

FTE by Division 2018-2022
3,500
3,000
2,500
2,000
1,500
1,000

500

Dec 2018 Dec 2019 Dec 2020 Dec 2021 Dec 2022

A&G Customer Accounts Customer Service Generation IT T&D

3 Staff/302, Cohen/12, PGE’s Response to Staff DR No. 391 Attach B (electronic spreadsheet).

PGE UE 394 STAFF OT EXH 300 COHEN.FINAL
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The growth in FTEs has been concentrated in the Exempt or Straight-
time/salaried category as illustrated by the chart below, which examines
actuals from 2017 to 2020 alongside budgeted 2022 FTE and adjusted 2022
FTE (FTEs after PGE’s O&M reduction). While the remaining categories of
hourly, officer, and union are relatively stable, the exempt FTEs have
proliferated since 2017.

FIGURE 6. FTE GROWTH BY CLASS

FTE Growth by Class
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1800
1600

1400
1200
1000
80
60
40
IR IR RTRTR

2017 Act (UE 2018 Act 2019 Act 2020 Act 2022 Bud 2022 Adjusted
335)

©c O ©O © ©
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When isolating the Exempt/Salaried class, Staff finds the bulk of spending

to be on A&G and T&D.*®

35 Staff/302, Cohen/6, PGE’s Response to Staff DR No. 161 Attach A (electronic spreadsheet).
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FIGURE 7. LABOR SPENDING IN EXEMPT/SALARIED BY DIVISION

Q. Why is Staff concerned about the FTE increase?

A. Staff has noted its concern in PGE’s FTE growth since Docket No. UE 319
in which “PGE proposed growing its FTE by 270 FTE from 2016 to its 2018
test year.”® Moreover, PGE has historically budgeted more FTEs than is
necessary as can be shown from an examination of its Budgeted and Actual
FTE in 2017 and 2018 where PGE overestimated its 2017 and 2018 budgets

by 55 and 45 FTE, respectively.?

36 UE 319 Staff/400, Gardner/37 at 15-19 and /38 at 1-23
37 See Staff/304, Staff electronic workpaper, UE 394 Exhibit 304 W&S CONF .xlIsx, tab FTE growth.
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FIGURE 8. FTE BUDGETED VS. FTE ACTUALS

Has the increase in payroll costs been offset by a reduction in
contractor costs?

While PGE does project a decrease in contract labor from $42 million in 2020
actuals to $15 million in the test year (see below), past spending on contract
labor does not bear this out.3®

FIGURE 9. CONTRACT LABOR $ 2018 - TEST YEAR (2021 AND 2022 ARE
BUDGETED/PROJECTIONS)

While contract labor has decreased from its high of $63 million in 2017, it has

consistently been over $40 million.3®

38
39

Staff/302, Cohen/6, PGE’s Response to Staff DR No. 161 Attach A (electronic spreadsheet).
Staff/302, Cohen/4-5, UE 335 PGE’s Response to Staff DR No. 101 Attach A (electronic
spreadsheet), PGE’s Response to Staff DR No. 101 Attach A (electronic spreadsheet).
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FIGURE 10. PGE CONTRACT LABOR

PGE Contract Labor Actuals
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Q. How does this increase in FTEs impact customers?

A. Not only do customers have to bear the brunt of excessive labor spending,
but the ratio of customers per FTE has actually declined since 2017. A more
pronounced drop in the number of customers per FTE is seen when viewing

customers per non-Union FTE, as indicated in the charts below.*

40 Ipid.
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FIGURE 11. CUSTOMERS PER FTE
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Q. Has the Company implemented any efficiencies?

Staff/300
Cohen/19

A. The Company, as previously mentioned, instituted a $10 million reduction to

O&M. However, those savings are already taken into account in Staff’s

analysis. PGE would like to focus on total labor dollars instead of FTE in terms

of defining total labor requirements, as this is more consistent with the

approach their management takes when viewing resources.*! That is, total

labor dollars is more in line with PGE’s “continually shifting and evolving project

work” from lower wage developers to highly skilled analysts to temporary

contract employees. Labor dollar metrics allows the flexibility for managers to

continually change their workforce composition. PGE claims looking at FTEsin

41 PGE/300, Mersereau — Neitzke/14.
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isolation tends to mask overall changes to labor needs as contractor hours and
overtime hours are excluded.*?
Q. Does Staff propose an adjustment to the proposed 2022 test year FTE?
A. Given the trend of PGE over forecasting FTEs, Staff proposes an adjustment to
PGE’s proposed FTE level. Staff proposes reducing the Company’s FTE count
down to its most recent head count (in June), a difference of 75, mostly
pronounced in the Exempt category. The adjustment is in alignment with the
Commission’s conclusion in UE 116 which supported Staff’s reduction of
PacifiCorp’s manpower levels to actual levels. The resulting Order
No. 01-787,% stated that employee levels should be based on actual levels at a
specified date. Staff recommends a reduction of 75 exempt positions or

$9.2 million.#

42 |bid.

43 Order No. 01-787 at 41-42.

44 See Staff/304, Staff electronic workpaper, UE 394 Exhibit 304 W&S CONF .xIsx, tabs FTE
adjustment, FTE.
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FIGURE 12. FTE VS. HEAD COUNT. REDUCTION OF 75

In summary, Staff’'s adjustments to salary, wages, incentives and FTE are:

e Decrease salaries by $12 thousand (allocated $8 thousand O&M and
$4 thousand Capital).

e Decrease incentives by $6.6 million (allocated $4.2 million O&M and
$2.4 million Capital).

e Decrease FTE by $9.2 million (allocated $5.8 million O&M and
$3.4 million Capital).

e Small decreases for payroll taxes ($1 thousand) and Depreciation
($169 thousand). Commensurate with the wage and salary model, Staff
adjusts the test year payroll tax to reflect the decrease in taxable gross
wages while also reducing depreciation expenses to reflect the

reduction in capitalized compensation.+

45

See Staff/304, Staff electronic workpaper, UE 394 Exhibit 304 W&S CONF .xlIsx, tab Misc.
Labor.
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ISSUE 3. UNCOLLECTIBLE EXPENSE

Q. Please provide a summary of the Commission’s historical treatment of

uncollectible expense.

A. The amount included in a utility’s Revenue Requirement for uncollectible

expense is revenue sensitive because it depends on the amount of forecasted
revenue. That is, the total uncollectible expense included in the Revenue
Requirement is a function of the Test Year revenue and the uncollectible rate.
The uncollectible rate is based on an average of the net-write offs, i.e., the
uncollectible amounts that were written off the books, for the three years
preceding Test Year divided by the average of the revenues for those same
years. The uncollectible rate that is derived from this three-year average
methodology is then multiplied by the forecast of Test Year revenue to
determine the Test Year uncollectible expense for a utility’s Revenue
Requirement.*¢ In addition, Staff reviews other materials to determine the
reasonableness of the rate and level of expense produced by the three-year

model.

Q. Please provide a summary of the Company’s filed proposal and Staff’s

analysis of the issue.

46

See, e.g., In the Matter of Avista Corporation, Docket No. UG 246, Order No. 14-015 at 3
(January 21, 2014); and In the Matter of Avista Corporation, Docket No. UG 186, Order No. 09-
422, Appendix A at 4 (October 26, 2009) (adopting stipulations for Avista general rate increase
with uncollectible expense in revenue requirement based on three-year average); but see In the
Matter of Idaho Power Company, Docket No. UE 167, Order No. 05-871 (January 28, 2005)
(adopting stipulation for Idaho Power Company general rate increase with uncollectible expense
based on four-year average); and In the Matter of Cascade Natural Gas Corporation,

Docket No. UG 287, Order No. 15-412 (December 28, 2015) (adopting stipulation for Cascade
Natural Gas general rate increase with uncollectible expense based on three-year average,
removing an anomalous year).
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A. According to Company testimony, “PGE has maintained the uncollectibles rate
approved in PGE’s last general rate (UE 335)” of .3264%."#" While the
Commission typically approves a three-year average methodology, Staff
believes using such would result in a higher uncollectible rate for consumers
than the Company is currently proposing. The uncollectible rate using the last
three years of actuals (2018 through 2020) would result in an uncollectible rate

of .346 percent.

FIGURE 13. PGE UNCOLLECTIBLES 2018-2021

Net Bad Debt Percentage - Calendar Month Calculation

TOTAL PGE Bad
PGE Uncollectible | Debt
Year | PGE L&P Revenue’ Customer Accounts’ | Percentage*
2018 | $1,779,962,045 $5,062,542 0.284%
2019 | $1,799,044,689 $10,381,693 0.577%
2020 | $1,835,464,453 $3,286,771 0.179%
20213 | $1,001,758,676 $1,821,117 0.182%

A. Moreover, given that the Company also has a COVID deferral to manage its bad
debt related to the pandemic, Staff accepts the Company’s proposal to freeze its
UE 335 rate.

Q. Did Staff perform any other analysis?

A. Staff inquired as to why the actuals of uncollectibles varied so much year to year.
In response, the Company said that while 2017 and 2020 represent years in line
with historical trends, the increase in 2018 and decrease in 2019 was driven by

the “projection of increased write offs due to the replacement of PGE’s customer

47 Staff/302, Cohen/13, PGE’s Response to Staff DR No. 491.
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information system (CIS) and subsequent pausing of collection activities during
system go-live and stabilization period.”*8 In Docket No. 319, PGE stated they
would be suspending some collection and credit activities in order for employees
to learn the new systems and for the project team to fine-tune the new system,
which may “result in a higher uncollectible rate in 2018 than would otherwise
occur.”™®  In response, PGE increased their reserve for the uncollectible
accounts balance by $6 million in order to account for this difference. However,
while PGE did not incur higher write-offs in 2018, the matching principle of
accounting necessitated recording the reserve (and expense) in the same period
the revenues were recognized.50 In 2019, PGE did experience higher write offs
due to the previously mentioned CIS implementation impacts, but the balance in

the reserve was able to cover it.5!

48 Staff/302, Cohen/16, PGE’s Response to Staff DR No. 797.
49 UE 319/PGE/900 Stathis — Dillin/12.

50 Staff/302, Cohen/16, PGE’s Response to Staff DR No. 797.
51 |bid.
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FIGURE 14: PGE UNCOLLECTIBLE ACTUALS 2012-2020

Q. How is the Company reconciling the debt recovery under its COVID-19
deferral in UM 2114 with the debt recovery in the current rate case?

A. The total amount included in this rate case is approximately $6.5 million (using
the .32635 percent uncollectible rate). Any amount above the Commission-
approved uncollectible expense will be included as part of the bad debt

recovery in a deferral as stipulated in Docket No. UM 2064 .52

52 Staff/302, Cohen/13, PGE’s Response to Staff DR No. 491.
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ISSUE 4. CUSTOMER ACCOUNT EXPENSES

Q. Please describe customer accounting and customer service expenses.

A. Customer accounting expense is recorded in FERC Accounts 901, 902, 903,
and 905. These accounts track expenses related to Supervision, Meter
Reading, Customer Records and Collection, as well as Miscellaneous
Customer Accounts. Uncollectibles, Account 904, has been analyzed
separately in a previous section of this testimony.

Q. Does Commission Staff have a standard for how Customer Account
expenses are treated for ratemaking purposes?

A. Rule 860-026-0020 Standards Governing Promotional Activities and
Concessions mandates that all promotional activities be just, reasonable,
prudent, economically feasible and beneficial to both the utility and its
customers. Staff reviews expenses per appropriate use per FERC account.
Staff also reviews transaction-level data to ensure expenses relate to activities
such as responding to customer requests, inquiries and safety concerns,
resolving customer complaints, extending service to new customers, and
providing information about safety and service issues.

Q. Please describe the Company’s customer account expenses in the
Base Year.

A. For Customer Account expenses, excluding Uncollectibles (FERC Accounts
902, 903, and 905), the Company forecasted a Test Year total of
$60.4 million. There were no pre-filing adjustments performed for these

accounts.
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Q. How does the amount requested in the Test Year differ from historical
trends?

A. While this represents a five percent overall increase from the Company’s
four year average of actuals (2017-2020), PGE saw a large decline in Meter
Reading (FERC 902) expenses (58 percent), a smaller decline in
Miscellaneous (FERC 905) expenses alongside a small increase in
Customer Receipts (FERC 903) as illustrated below.

FIGURE 15. CUSTOMER ACCOUNTS HISTORICAL SPENDING

Moreover, spending by labor category was also consistent from 2019 to the
2022 Test Year, with labor-intensive spending in Meter Reading, Customer
Receipts and Miscellaneous expenses.*

FIGURE 16. CUSTOMER ACCOUNTS: LABOR VS. NON-LABOR

53 Staff/302, Cohen/1, PGE’s Response to Staff DR No. 58 Attach A Revised (electronic
spreadsheet).
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According to Company'’s response to Staff DR 234, the portion of meter
readers to customers has been in decline since 2019.5

FIGURE 17. METER READERS PER CUSTOMER

Q. How did Staff perform its analysis of the Company’s customer
accounting and customer expense?

A. After reviewing historical trends, Staff reviewed Company’s transactional data
in its response to SDR 57 and submitted DR 253 requesting copies of
referenced materials.%

Q. Did Staff find any issue with customer accounting in the Company’s
application?

A. No.

5 Staff/302, Cohen/8, PGE’s Response to Staff DR No. 234.
5 Staff/302, Cohen/11, PGE’s Response to Staff DR No. 253 Attachment A (electronic
spreadsheet).
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ISSUE 5. ADVERTISING EXPENSES

Q. Does the Commission have a standard means of determining how

advertising expenses are treated?

A. Yes, OAR 860-026-0022 specifies how advertising expenses are treated in a

rate case. There are five categories (A-E) and each has a different standard
for inclusion in rates. Category "A" includes energy efficiency or conservation
advertising expenses that do not relate to a Commission-approved program,
utility service advertising expenses, and utility information advertising
expenses.’® Advertising expenses in this category are presumed reasonable
when expenses are twelve and one-half hundredths of one percent
(0.125 percent) or less of the gross retail operating revenues determined in that
proceeding.

Category "B" includes legally-mandated advertising expenses, and they
are assumed to be reasonable for rate-making purposes.5” Category "C”
includes institutional advertising expenses, promotional advertising expenses,
and any other advertising expenses not fitting into Category "A," "B," or "D".%
Utilities must demonstrate these expenses are just and reasonable for
inclusion in rates, as well as separately state the amount of advertising
expenses in this category. Category "D" includes political advertising

expenses and nonutility advertising expenses, which are presumed to be not

56
57
58

OAR 860-026-0022(2)(a).
OAR 860-026-0022(2)(b).
OAR 860-026-0022(2)(c).
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just and reasonable for ratemaking purposes.*® Finally, Category "E" includes
energy efficiency or conservation advertising expenses that relate to a
Commission-approved program. Utilities must show these expenses are
reasonable and recoverable in rates. With Commission approval, advertising
expenses in Category "E" may be capitalized.®°

Q. Please describe the Company’s request for advertising.

A. The Company proposes to include approximately $2 million in Category A and
five thousand in its mandated Category B advertising in the 2022 Test Year as
illustrated below.!

FIGURE 18. CATEGORY A ADVERTISING IN THE TEST YEAR

PGE has excluded $1.2 million in Category C Institutional/Promotional
Advertising (FERC 930.1) as well as $13 thousand in political advertising or
Category D.®2PGE does not have any Category E Advertising expenses in its
Test Year.

Q. Please describe your analysis of the Company’s proposed advertising

expenses.

5 OAR 860-026-0022(2)(d).

80 OAR 860-026-0022(2)(e).

61 Staff/302, Cohen/18, PGE’s Confidential Response to Staff DR No. 104 Attach A (electronic
spreadsheet).

62 |bid.
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A. First, Staff analyzed the Company’s transactional data shown in the
Company’s response to Standard Data Request No. 57 and inquired further
about its largest advertising expenditures in the base year of 2020 (vendors
Lee David Litchy and Elizabeth Bye).%3 Staff confirmed the advertisements
were entirely related to consumer safety, energy efficiency, and billing
assistance.

FIGURE 19. CATEGORY A VENDORS BY SPENDING IN BASE YEAR

Staff also reviewed PGE’s base year expenditures, reviewing the
Category A descriptions below. The largest category (Advertising
Communications) focused on customer bill help, clean energy via
Wheatridge, and winter safety. Collateral Communications was composed of
expenses for customer newsletters, printing, and mailing services. Safety
Education involved the provision of safety related promotional materials and
presentations. Powerchoice addressed printing for the Powerchoice bill
stuffers in accordance with the SB 1149 Public Purchase Charge Schools

Program requirements. In addition, smaller amounts of overhead expense

63 Staff/302, Cohen/9, PGE’s Response to Staff DR No. 236.
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for special events such as COVID-19 and Public Safety Power Shutoffs
(PSPS) were included.

FIGURE 20. CATEGORY A BASE YEAR SPENDING BY DESCRIPTION

Q. How do the Company’s advertising expenses compare to historical
trends when categorized under the OAR 860-026-0022 categories
mentioned above?

A. When examining Category A from 2017 to 2020, the largest increases have

been to “Other Outside Services” as illustrated below.*

64 Staff/302, Cohen/15, PGE’s Response to Staff DR No. 583.
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FIGURE 21. CATEGORY A HISTORICAL SPENDING

Staff/300
Cohen/33

Category ¥ CE plus Description © Sumof 2017 Sumof 2018 Sum of 2019  Sum of 2020
Cat A - Informational 1101 - Straght Time Labar - Salary 70,241 114 458 232,040 223,18
1502 - Non-PGE Labor Strasght Time 274360 230427 37,767 6,562
1602 « Non-PGE Labor Overtime 21
2110 - Other Materials & Equipment 2234 2526 12,000
2111 - Office Supplies 2918 600
2205 - Advertising Services 616,000 576,226 526,150 385250
2207 - Marketing Services 28,000 5,600
2209 - Outside Printing Services 248 359 211312 140,560 110321
2217 - Recruitment and Hiring Service 32
2250 - Other Outside Services 396,877 333261 504 656 992,890
2404 - Business Meals & Entertainment 212
2450 - Other Employee Business Exp 380 695 927 15,155
2501 - PGE Printing Services 39,238 22,551 22,251 11,845
5101 - Pension Service Cost 5576 9,264 15,015 14,755
5102 - Employee Support Offset 543 1,284 2,582 2,667
5103 - Incentives Overhead 3011 5873 10,230 9,772
5104 - Vacation Overhead 13495 20,007 41,506 38277
5105 - Empioyee Benefits Overhead 22,464 36,737 76,566 66,630
5106 - Payroll Taxes 7,565 11,786 24 066 20,850
5112 - OtherPostEmplBene-SveCostload 1,108 1817 1,654
5117 - OtherPostE mplBenNonSvcCstioad 705 1,110 sar
Cat A - informational Total 1,705,394 1,576,129 1,667 869 1,919,712

Staff’s review of the expenses reveal they are the same as those already

reviewed, which focused on customer bill help, clean energy and winter

safety.®

FIGURE 22. CATEGORY A OTHER OUTSIDE SERVICES

Vendor CATEGORY CE plus Description Total
LEE DAVID LITCHY A 2250 - Other Outside Services 570,000
|ELIZABETH BYE A 2250 - Other Outside Services 315,143
| CULVER COMPANY LLC A 2250 - Other Outside Services 32,000
|OREGON CHILDREN'S THEATRE A 2250 - Other Outside Services 26,000
| DARK HORSE COMICS LLC A 2250 - Other Outside Services 17,000
| SYNARCHY SCIENCE LLC A 2250 - Other Outside Services 11,030
|GETTY IMAGES US INC A 2250 - Other Outside Services 10,900
A 2250 - Other Outside Services 6,607
| PARTNERS ON DEMAND INC B 2250 - Other Outside Services 2,239
THE BARTECH GROUP INC A 2250- Other Outside Services 958
Rigby,Anna-Katharina A _ 2250 - Other Outside Services 750
NORTHWEST INTERPRETERS INC A 2250 - Other Outside Services 163
|Armstrong,Taaj R A 12250 - Other Outside Services 100
'Grand Total 992,890

65

Staff/302, Cohen/9, PGE’s Response to Staff DR No. 236.
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Q. What is your recommendation regarding advertising expense?
A. The Company has not exceeded the 0.125 percent limit of Category A

Advertising and all expenses appear to be prudent. Therefore, Staff has no

adjustment.
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ISSUE 6. HRIEMPLOYEE SUPPORT REDUCTIONS

Q. Please describe the reductions to expense for HR/IEmployee Support
budgets.

A. Inits testimony PGE detailed a $0.5 million reduction to its budget for
HR/Employee support, as well as a $1.8 million reduction to the Office of
Corporate Finance Officer (CFO) and Treasurer department.66 PGE states the
reductions are “stretch goals” and that “[w]hile PGE is committed to these
savings, it has not yet been determined exactly how these savings will be
realized.”®”

Q. How did Staff perform its analysis of these reductions?

A. After reviewing the Company’s response to Staff DR 254, Staff reviewed PGE’s
adjustment, illustrated below, for these savings.

FIGURE 23. HRIEMPLOYEE SUPPORT REDUCTIONS BY COST ELEMENT
AND ACCOUNT

Q. Does Staff have any objection to including this reduction?
A. No.
Q. Does this conclude your testimony?

A. Yes.

66 PGE/400, Ajello-Batzle/ 6.
57 lbid.
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WITNESS QUALIFICATION STATEMENT

Heather Cohen
Public Utility Commission of Oregon

Senior Utility Analyst
Energy Rates, Finance and Audit Division

201 High Street SE., Suite 100
Salem, OR. 97301

Bachelor of Arts, Political Science
Fordham University, New York, NY

Master of Public Policy
American University, Washington, DC.

| have been employed as a Senior Financial Analyst by the
Oregon Public Utility Commission since January 2020 in the
Energy, Rates and Finance Division. | currently perform arange
of financial analysis duties related to natural gas, electric and
water utilities, with a focus on operations and maintenance. |
have worked on the following general rate and power cost
dockets: UG 388, UG 389, UG 390, UE 374, UE 390, UE 391 and
UW 184.

| have ten years of professional level budget and fiscal analysis
experience. | was previously employed as a Budget Analyst with
the Oregon Department of Education (ODE), where | was the
lead analyst for the Early Learning Division (ELD) which includes
the federal S97M Child Care Development Fund (CCDF) and
$37M Preschool Promise program. Prior to ODE, | was a Senior
Financial Analyst for the state of Texas’s Department of Family
and Protective Services and Health and Human Services. Before
that, | was a Project Manager for the University of Southern
California where | directed data collection and analysis, staffing
and deliverables for a $1.2M federal grant related to the
provision of mental health services in Los Angeles County. Prior
to USC, | was a Senior Budget Analyst for the City of New York
responsible for the $1B expense budget of the Administration
for Children’s Services (ACS).
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PGE’s Response to Staff Data Request 92 Attach A
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July 19, 2021

To: Kay Barnes
Public Utility Commission of Oregon

From: Jaki Ferchland
Manager, Revenue Requirement

Portland General Electric Company
UE 394
PGE Response to OPUC Standard Data Request 093
Dated March 10, 2015

Request:

For the Test Year, please provide the breakout between O&M and rate base for all labor expense
expressed as percentages. If applicable, please also provide the breakout for all labor expense
between Total Company and Oregon expressed as a percentage.

Response:
The breakout between O&M and rate base for all 2022 labor' cost is as follows:

36.7% - Capital,
63.3% - O&M.

All labor relates to Oregon retail prices.

! The methodology used to split labor between O&M and capital for this data request is consistent with the
methodology used for FERC Form 1 pages 354-355 reporting, which does not include contract labor.
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PGE’s Response to Staff Data Request 101 Attach A
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PGE’s Response to Staff Data Request 101 Attach A
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PGE’s Response to Staff Data Request 161 Attach A
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PGE’s Response to Staff Data Request 162 Attach A
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August 13, 2021

To: Heather Cohen
Public Utility Commission of Oregon

From: Jaki Ferchland
Manager, Revenue Requirement

Portland General Electric Company
UE 394
PGE Response to OPUC Data Request 234
Dated July 30, 2021

Request:

In an Excel spreadsheet, please provide the ratio, per 1,000 customers, of service technicians and
meter readers in Oregon for the past three years. Please supplement with 2021, when available
until a final order is issued in this case.

Response:

Attachment 234-A provides requested details. Based on a discussion with Staff on 08/03/2021
PGE also provided the ratio of customer service advisors per 1,000 customers.
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August 13, 2021

To: Heather Cohen
Public Utility Commission of Oregon

From: Jaki Ferchland
Manager, Revenue Requirement

Portland General Electric Company
UE 394
PGE Response to OPUC Data Request 236
Dated July 30, 2021

Request:

For purposes of this request, the term “copy” means:

a. For printed advertising, a hard copy or pdf of the material;

b. For aradio broadcast, a hard copy or pdf of the radio script;

c. For a television broadcast, a link to a video of the advertisement on a webpage accessible
by Staff, a DVD, or in a file format viewable on a modern Windows operating system;

d. For an online advertisement, an Adobe PDF of any webpages created; and

e. For other items not listed above, including but not limited to billboards, banners, displays,
hats, mugs, and pens, — a hard copy picture or digital picture that provides an accurate
depiction of the item.

In reference to Company’s response to DR 57 A, please provide a copy of the advertising media
produced for each of the line items below:

Month PGE
|Account  Account Description Number Line Description Ref No Vendor Share
/9090001 CustSvc-InformAdvertisingExp 202012 Clean Wheatridge Digital and R 10948810 LEE DAVID LITCHY 165000
9090001 CustSvc-InformAdvertisingExp 202012 Customer Value Bill Help Digit 10948810 LEE DAVID LITCHY 146000
9090001 CustSvc-InformAdvertisingExp 202012 Clean Business Radio and Digit 10948810 LEE DAVID LITCHY 105000
19090001 CustSve-InformAdvertisingExp 202012 Winter Safety Digital and Radi 10947208 LEE DAVID LITCHY 50000
9090001 CustSvc-InformAdvertisingExp 202009 Other service requested 10932901 LEE DAVID LITCHY 50000

9090001 CustSve-InformAdvertisingExp 202001 CO1 to POC0050-18130: Demand R 10866137 LEE DAVID LITCHY 50000
9090001 CustSvc-InformAdvertisingExp 202008 COO01 to POC00500000018607 Bill 10917917 LEE DAVID LITCHY 40000
9090001 CustSvc-InformAdvertisingExp 202010 You Have The Power Radio Ads E 10937547 LEE DAVID LITCHY 20000
19090001 CustSvc-InformAdvertisingExp 202012 General Customer Communication 10953566 ELIZABETH BYE 26262.5
9090001 CustSvc-InformAdvertisingExp 202012 Disconnection Customer Communi 10953566 ELIZABETH BYE 17632.5

9090001 CustSvc-InformAdvertisingExp 202012 Graphic design 10953566 ELIZABETH BYE 16800
/9090001 CustSvc-InformAdvertisingExp 202003 General Customer Communication 10881048 ELIZABETH BYE 15700
19090001 CustSve-InformAdvertisingExp 202011 Graphic design 10946804 ELIZABETH BYE 14825
9090001 CustSvc-InformAdvertisingExp 202012 Graphic design 10952115 ELIZABETH BYE 14500
9090001 CustSvc-InformAdvertisingExp 202008 General Customer Communication 10923476 ELIZABETH BYE 12325
19090001 CustSve-InformAdvertisingExp 202003 Customer Newsletters 10881048 ELIZABETH BYE 12262.5
9090001 CustSvc-InformAdvertisingExp 202012 Clean Wheatridge Digital and R 10948810 LEE DAVID LITCHY 165000
9090001 CustSve-InformAdvertisingExp 202012 Customer Value Bill Help Digit 10948810 LEE DAVID LITCHY 146000
9090001 CustSvc-InformAdvertisingExp 202012 Clean Business Radio and Digit 10948810 LEE DAVID LITCHY 105000
9090001 CustSvc-InformAdvertisingExp 202012 Winter Safety Digital and Radi 10947208 LEE DAVID LITCHY 50000
19090001 CustSvc-InformAdvertisingExp 202009 Other service requested 10932901 LEE DAVID LITCHY 50000

9090001 CustSvc-InformAdvertisingExp 202001 CO1 to POC0050-18130: Demand R 10866137 LEE DAVID LITCHY 50000
9090001 CustSvc-InformAdvertisingExp 202008 COO01 to POCO0500000018607 Bill 10917917 LEE DAVID LITCHY 40000
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Response:

Attachment 236-A provides requested information.
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September 2, 2021

To: Heather Cohen
Public Utility Commission of Oregon

From: Jaki Ferchland
Manager, Revenue Requirement

Portland General Electric Company
UE 394
PGE Response to OPUC Data Request 491
Dated August 19, 2021

Request:

Per Order No. 20-401, Docket No. UM 2114, signatory parties to a stipulated agreement were
authorized to defer costs associated with the COVID-19 emergency for later ratemaking',
including, “For bad debt expense, the amount that is currently being collected from customers for
bad debt, as determined in its last general rate proceeding, would be the baseline. Any amount of
bad debt expense incurred above this baseline, including arrearage amounts waived and
associated program costs, in 2020, 2021, and 2022 would be deferred for later recovery. PGE is
authorized to defer said costs under Docket No. UM 2064.

a. Please demonstrate how the Company is distinguishing bad debt recovery under UM
2064 and establishing bad debt recovery under UE 394 in rates.

b. Please provide a net estimated rate impact to customers associated with bad debt recovery
as proposed under UE 394 and UM 2064 if the latter is 1) Spread across all consumer
classes or i1) Spread across the residential class only.

c. Please provide a breakout for the uncollectibles amount the Company is seeking to
recover in this rate case as well as the most up to date amount of bad debt related to
COVID-19 the Company has deferred.

Response:

a. PGE proposes to continue using the 0.32635% uncollectible rate approved in PGE’s most
recent general rate case (Docket No. UE 335). The total amount included in the UE 394
test year forecast for uncollectible expense is approximately $6.5 million. Any amount
above the Commission-approved uncollectible expense will be included as part of the bad
debt recovery in a deferral as stipulated in Docket No. UM 2064. Bad debt expense
deferred as of end of June 2021 is $16,375,946.

b. Please refer to Attachment 491-A, which provides the net estimated base rate impacts
under these two scenarios; 1) all cost of service customers and ii) only residential
customers.

c. Please refer to the response in part a.

I'Order No. 20-401, UM 2114 Attachment A at p. 11-12.
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September 2, 2021

To: Heather Cohen
Public Utility Commission of Oregon

From: Jaki Ferchland
Manager, Revenue Requirement

Portland General Electric Company
UE 394
PGE Response to OPUC Data Request 493
Dated August 19, 2021

Request:

Please provide the amount of Officer Incentives capitalized in Plant Costs from 2016 to 2020
(calendar years).

Officers’ Incentives Capitalized in Plant

Calendar | PGE Allocated to Oregon Allocated to Oregon Jurisdiction
Year Jurisdiction and included in rate base

2016 | $ S S

2017

2018

2019

2020

Total

Response:

PGE does not capitalize Officer Incentives and did not do so from 2016 to 2020.
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October 1, 2021

To: Heather Cohen
Public Utility Commission of Oregon

From: Jaki Ferchland
Manager, Revenue Requirement

Portland General Electric Company
UE 394
PGE Response to OPUC Data Request 797
Dated September 17, 2021

Request:

In Company’s response to DR 58 Attach A Revised (see below illustration) as well as
Company’s response to DR 185 Attach A (tab e) there were very large variances in Account 904.
A) Please explain the activities/costs that get entered into this account. B) Please describe why
the large variances occurred between each of the following years 2017-2018, 2018-2019 and
2019-2020.

Util/Non-Util Utility x

Values

Sum of 2018 Sum of 2019 Sum of 2020 Sum of 2021 Sum of 2022 Filed
FERC Accoun - Sum of 2017 Actuals Actuals Actuals Actuals Budget RevReq

904 5,457,183 13,160,421 2,155,688 7,069,010 5,977,000 6,962,301
Grand Total 5,457,183 13,160,421 2,155,688 7,069,010 5,977,000 6,962,301

% Change 141% -84% 228% -15% 16%

RESQOHSGZ

FERC Account 904 — uncollectible expense relates to retail and tariffed billings that, after a
lengthy collection process, remain unpaid.

2017 — Represents a year that is in line with historical trends.

2018 — The increase in the reserve for uncollectible accounts balance in 2018 was driven by the
projection of increased write offs due to the replacement of PGE’s customer information system
(CIS) in May 2018 and subsequent pausing of collection activities for system go-live and the
stabilization period. As noted in PGE Exhibit 900 (Docket UE 319) limiting credit and collection
activities is a standard practice when implementing a new CIS. PGE increased the reserve in
2018 to an approximately $11M balance, primarily via a $6M increase for CCB implementation
impacts. While PGE did not experience higher write offs in 2018, the matching principle of
accounting necessitated recording the reserve (and expense) in the same period the revenues
were recognized.

2019 — PGE experienced higher write offs due to the CCB implementation impacts noted in 2018
but did not incur additional expense as the balance in the reserve for uncollectible accounts was
adequate to cover the higher write-offs.

2020 — Represents a year in line with historical trends.
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Staff/303

Docket No: UE 394 Cohen/2
Sep 2021 - Other Economic Indicators
2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
GDP (Bil 0f 2012 §),
Chain Weight (in billions of $) 19,091.7  18,426.1 19,640.7 20,615.9 21,041.4 21,4552 219127 224209 22,9569 23,4828 23,983.0 24,499.4
% Ch 22 (3.5) 6.6 5.0 2.1 2.0 2.1 23 2.4 2.3 2.1 22
Price and Wage Indicators
GDP Implicit Price Deflator,
Chain Weight U.S., 2012=100 112.3 113.6 117.5 120.2 122.7 125.5 1284 1314 134.5 137.6 140.9 1443
% Ch 1.8 1.2 3.4 2.3 2.1 23 2.3 2.3 23 2.4 2.4 2.4
Personal Consumption Deflator,
Chain Weight U.S., 2012=100 109.9 111.1 114.6 117.0 119.2 121.5 124.0 126.5 129.2 132.0 135.1 138.1
% Ch 1.5 1.2 3.1 2.1 1.8 2.0 2.0 2.0 2.1 22 2.3 23
CPI, Urban Consumers,
1982-84=100
West Region 270.3 275.1 286.0 295.0 301.8 308.7 315.8 3233 331.2 339.6 348.5 357.7
% Ch 2.7 1.7 4.0 32 23 23 2.3 2.4 2.4 2.5 2.6 2.6
U.s. 255.7 258.8 268.3 274.8 280.5 286.3 292.4 298.7 305.4 312.6 320.2 328.1
% Ch 1.8 1.2 3.7 2.4 2.1 2.1 2.1 2.1 22 2.4 2.4 2.4
Oregon Average Wage
Rate (Thous $) 57.2 62.0 65.0 66.6 69.3 72.0 74.8 77.7 80.8 84.0 87.4 91.0
% Ch 3.6 8.4 4.8 2.4 4.0 3.9 39 39 3.9 4.0 4.1 4.1
U.S. Average Wage
Wage Rate (Thous $) 61.7 65.9 70.0 71.8 74.1 76.9 79.9 83.2 86.7 90.3 94.1 98.1
% Ch 33 6.8 6.2 2.6 3.2 3.7 4.0 4.1 4.2 4.2 4.2 43
Housing Indicators
FHFA Oregon Housing Price Index
1991 Q1=100 439.0 474.7 533.7 554.5 572.8 593.1 614.3 636.2 659.3 684.1 709.1 735.1
% Ch 49 8.1 12.4 3.9 33 35 3.6 3.6 3.6 3.7 3.7 3.7
FHFA National Housing Price Index
1991 Q1=100 271.3 292.4 327.7 350.6 366.0 380.8 3953 409.4 423.1 436.5 450.0 463.6
% Ch 5.2 7.8 12.1 7.0 4.4 4.0 3.8 3.6 33 32 3.1 3.0
Housing Starts
Oregon (Thous) 20.7 18.1 20.6 20.3 21.8 22.4 22.4 223 22.6 227 22.8 22.7
% Ch 5.7 (12.4) 13.5 (1.3) 7.3 3.0 0.2) (0.5) 1.7 0.2 0.4 (0.3)
U.S. (Millions) 1.3 1.4 1.6 1.4 1.3 1.3 1.3 1.3 1.3 1.2 1.2 1.2
% Ch 3.6 8.1 12.6 8.7) (6.2) (1.4) (0.8) 2.5) 2.2) 0.7) (0.4) (1.4)
Other Indicators
Unemployment Rate (%)
Oregon 3.7 7.6 5.8 5.1 4.0 3.9 4.0 4.1 4.1 4.1 4.1 4.1
Point Change (0.3) 39 (1.8) 0.7) (1.1) 0.1) 0.1 0.1 0.0 0.0 0.0 0.0
U.s. 3.7 8.1 5.6 42 3.6 3.6 3.8 3.9 39 3.9 4.0 4.0
Point Change 0.2) 4.4 (2.5) (1.5) (0.6) 0.0 0.2 0.1 (0.0) (0.0) 0.1 0.1
Industrial Production Index
U.S, 2012 =100 102.3 95.0 101.1 105.9 107.5 108.8 110.4 112.1 113.8 115.5 117.3 119.2
% Ch (0.8) (7.2) 6.4 4.8 1.5 1.2 1.5 1.6 1.5 1.5 1.5 1.6
Prime Rate (Percent) 53 35 32 33 33 3.7 42 4.7 5.2 5.6 5.8 5.8
% Ch 7.7 (32.9) (8.3) 0.0 2.1 10.0 13.7 12.1 10.8 9.4 1.9 0.0
Population (Millions)
Oregon 421 4.24 4.26 4.29 4.32 4.35 4.39 4.43 4.46 4.50 4.53 4.57
% Ch 0.9 0.7 0.4 0.7 0.8 0.8 0.8 0.8 0.8 0.8 0.8 0.8
U.s. 330.4 3315 332.0 333.1 334.7 336.4 338.1 340.0 341.8 343.6 3455 3473
% Ch 0.5 0.3 0.1 0.3 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5
Timber Harvest (Mil Bd Ft)
Oregon 3,541.3 3,377.5 3,664.9 3,628.4 3,621.2  3,672.9 3,703.5 3,732.2 3,759.2 3,760.1 3,761.0 3,762.0
% Ch (12.9) (4.6) 8.5 (1.0) 0.2) 1.4 0.8 0.8 0.7 0.0 0.0 0.0




CASE: UE 394
WITNESS: HEATHER COHEN

PUBLIC UTILITY COMMISSION
OF
OREGON

STAFF EXHIBIT 304

Exhibits in Support
Of Opening Testimony

October 25, 2021



Staff/304
Docket No: UE 394 Cohen/1

Staff Exhibit 304 Wage and Salary Model

Is

Filed in electronic format



CASE: UE 394
WITNESS: MICHELLE SCALA

PUBLIC UTILITY COMMISSION
OF
OREGON

STAFF EXHIBIT 400

REDACTED

Opening Testimony

October 25, 2021



10

11

12

13

14

15

16

£ 4

18

19
20
21
22
23

Docket No: UE 394 Staff/400

Scala/1

Q. Please state your name, occupation, and business address.

A. My name is Michelle Scala. | am a Senior Utility Analyst employed in the

Strategy Integration Division of the Public Utility Commission of Oregon

(OPUC). My business address is 201 High Street SE, Suite 100, Salem,

Oregon 97301.

> p > P

Please describe your educational background and work experience.

My witness qualification statement is found in Staff Exhibit 401.

What is the purpose of your testimony?

My opening testimony discusses Staff’s analysis and position on the following

issues:

Test Year expense for Customer Services (Operations and
Maintenance/Non-Labor)

PGE’s proposed changes to its decoupling mechanism,;

PGE’s proposed changes to its tariffs for Street and Highway Lighting
Recovery of costs related to PGE’s Fee Free Bank Card Payment Option

House Bill 2475 Implementation

Q. How is your testimony organized?

A. My testimony is organized as follows:

Issue 1. Customer Services: Operations and Maintenance; Non-Labor ..... 2

ISSUE 2. DECOUPIING ... e 9
1ISSHE 3. LIGIING e i s e B R s 24
Issue 4. Fee Free Bank Card Payment Option ............ccccccooiniiinninnacces 27

Issue:n. HB 2475 ImplemBnEaliO. ..o smucusssoos sommmmmammsssmmssmsssppssmesmemss 43

PGE UE 304 STAFF OT EXH 400 SCALA HCONF FINAL
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Scala/2

ISSUE 1. CUSTOMER SERVICE (O&M/NL) EXPENSE

Q. What are Customer Service expenses and what amount does PGE

include in the 2022 Test Year for Customer Service O&M/NL.

Customer services expense is recorded in FERC Account 908, which is for “the
cost of labor, materials used and expenses incurred in providing instructions or
assistance to customers, the object of which is to encourage safe, efficient and
economical use of the utility's service.” The Company has proposed to
increase total customer service O&M costs for the 2022 Test Year relative to
the Company’s 2020 actual costs by approximately $12.9 million. Of this
amount, $2,988,769 is associated with Customer Service O&M/NL, including a
$100,476 increase associated with the Company’s IT allocation. The Company
indicated that increased expenses associated with the Transportation
Electrification (TE) program and expansion of bank card payment options are

the primary drivers of increased O&M/NL costs in the Test Year.'

. Please describe the Company’s Customer Service O&M/NL expenses in

the Base Year.

A. For the 2020 Base Year, actual costs totaled $4,778,953.05 (excluding the

$1,270,780 Base Year IT allocation associated with this account). 2
Approximately 16 percent of these costs are attributed to the
Brand/Marketing/Communications; Customer Insights; VP Customer Solutions;

Product Marketing; and Grid Products & Integration Department IDs.

PGE/500. Bekkedahl-McFarland/7.
Staff/402, Scala/1, UE 394 PGE Workpapers_500 Non Conf/Cust Acct-Svcs Work

paper_06.18.21.

PGE UE 394 STAFF OT EXH 400 SCALA HCONF FINAL
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Scala/3

Q. How does the amount requested in the Test Year differ from historical

trends?

The Company’s Test Year Customer Service O&M/NL expenses total
$7,904,195 (excluding the $1,371,256 Test Year IT allocation associated with
this account). This translates to a $2,988,769 delta between Base Year and
Test Year totals for FERC account 908 NL. Costs attributed to the
Brand/Marketing/Communications Department ID have increased significantly
and are more than double the $729,924 three-year average between 2018 and
2020.

Other Company Departments showing significant incremental and new
associated costs include: Residential Marketing Purchase Order,? and
Transportation Electrification. In a review of historical budgets versus actuals,
Staff found that the Company consistently over-projected O&M/NL expenses.*
For example, Brand/Marketing/Communications was budgeted an average of
$2.4 million in annual expenses between 2018 and 2020; compared to

significantly lower actual costs, as stated above.

. Please describe Staff’s evaluation of primary cost drivers behind the

O&M/NL increase.

A. Staff reviewed the Company’s Customer Services work papers and SDRs 57

and 58 to identify and verify allocation of costs as described in PGE’s opening

testimony. As will be described below, the $1.8 million in non-labor TE

According to the Company, this Department has been renamed to “Flexible Load Prod
Portfolio”.
Staff/402, Scala/2, PGE Response to OPUC DR 864, Attachment A.

PGE UE 394 STAFF OT EXH 400 SCALA HCONF FINAL



10

11

12

13

14

15

16

17

18

19

20

Docket No: UE 394 Staff/400

Scala/4

program costs were allocated to FERC account 908 under the newly created
department ID, 542: Transportation Electrification.® Staff is proposing these
costs be reallocated to the appropriate FERC accounts subject to adjustments
described in Staff Exhibit 1700. Staff was unable to find costs associated with
the expansion of the fee free bank card program in Customer Services
O&M/NL accounts and located these costs in Customer Accounts under FERC
account 903, “Customer Records and Collection Expenses”, which was later
confirmed by the Company.

To this end, expansion of the fee free bank card payment option is not a
primary cost driver specifically for Customer Services O&M/NL. In a separate
DR, Staff investigated an increase of $1.2 million associated with the
Department ID 538: Residential Marketing P.O. which revealed a misclassified
labor expense associated with Demand Response growth in the Flexible Load
Portfolio (FLP).® These amounts may be subject to a correction that could shift
the associated incremental expense out of Customer Services O&M/NL
accounts. In communications with Staff looking to resolve this issue, the
Company indicated that the FERC 908 FLP costs are reflected as outside
services, but that the Company believes the program will be better served with
PGE FTE despite none being requested in association with these funds at this

time.

5 See PGE/500 Bekkedahl-McFarland/16.
6  Staff/402, Scala/3, PGE Response to OPUC DR 861.

PGE UE 394 STAFF OT EXH 400 SCALA HCONF FINAL
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Scala/b

Q. Please elaborate on the increased costs associated with the TE

program.

In the Company’s opening testimony, PGE indicated that the 2022 forecast for
TE is $1.8 million in incremental, NL expenses. Cited costs include planning
and design, charging data management and analytics, market studies, program
evaluation and equipment O&M.” In the Company’s associated non-
confidential work papers, the total of $1.8 million is shown in FERC account
908, “Customer Assistance Expenses” under Cost Element 2200, “Outside
Services”. In a response to Staff DR’s 747 and 862, PGE provided additional
value estimates and expense data for TE costs including non-labor categories:
Program Operations, Outside Services, and Other Expenses. Please refer to

Staff Exhibits 1700 and 1704 for further analysis of these costs.

. Please describe the increased costs associated with bank card

payment options.

The Company attributes incremental costs in the 2022 Test year to the
expansion of electronic payment options available to customers, expanding the
fee free bank card payment option to nonresidential customers, and increased
FFBC adoption rates among residential and nonresidential customers.? For
additional detail on costs associated with FFBC expansion and adoption rates,

please see Staff Exhibit 400, Issue 4, Fee Free Bank Card Payment beginning

on page 27.

7 PGE/500, Bekkedahl-McFarland/16.
8  PGE/500, Bekkedahl-McFarland/17.

PGE UE 304 STAFF OT EXH 400 SCALA HCONF FINAL
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Q. Please describe the Company’s 2022 Test Year forecast for bank card

10

11

12

13

14

15

16

7

18

19

payment adoption.

The Company forecasted the number of residential bank card transactions to
increase at a rate of 0.2 percent each month in 2022.° For the number of
nonresidential bank card transactions, the Company forecasts a month over
month increase of 5 percent. 0

How does the forecast compare to historical adoption rates of the bank
card payment option?

The residential forecast for transactions is lower than historical trends for
month-to-month adoption (2.37 percent) but reflects a higher initial penetration
rate commensurate with actual transaction volumes provided to Staff.'" The
nonresidential forecast for test year transactions is higher than historical
adoption rates (2.12 percent) but lower than average month to month growth
since the Company began offering the fee free option to nonresidential

customers (9.5 percent). For additional detail, please see Staff Exhibit 400,

Issue 4, Fee Free Bank Card Payment on pages 27-31.
How does Staff propose to adjust forecasted adoption rates?
Staff does not propose any changes with regard to the residential forecast for

FFBC adoption. Staff does propose to reduce the forecasted rate of monthly

10
1

Staff/402, Scala/4, PGE Response to OPUC DR 855 Attachment A - Revised.

Id.

Staff/402, Scala/5-6, PGE Response to OPUC DR 158, Attachment A and DR 855, Attachment
A - Original. The “Original” version of the Company’s response to OPUC DR 855 Attachment A
provides total transactions using bank card for commercial customers in column H which was
corrected to just show transaction fees in the “Revised” response.

PGE UE 304 STAFF OT EXH 400 SCALA HCONF FINAL
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Scalal7

adoption by nonresidential customers from approximately five percent to three
percent and further, limit cost recovery for the nonresidential FFBC program to
$567,000. Staff is concerned the Company’s five percent month over month
transaction growth forecast is an over projection that does not reflect historical
adoption growth in this class of customers.

Further, Staff notes that the forecast is used to calculate per transaction
costs and this value is expected to change as a result of Staff’'s second
recommendation to limit the Company’s nonresidential FFBC recovery to
Schedule 32 transaction costs only. Staff derived the proposed $567,000 cap
on nonresidential FFBC cost recovery by averaging the estimated transaction
costs from two methods. Both methods approximated Schedule 32
participation in bank card payments using 2022 revenues and bank card

transaction forecasts. Please refer to Staff Exhibit 400, Issue 4 on pages 39-

41 for details on Staff’s discussion on limiting nonresidential FFBC program

expense.

. Does Staff have any other concerns associated with the Company’s

proposed Customer Services O&M/NL expense?

Yes. Staff is continuing to investigate non-labor expenses the Company has
allocated to various marketing department IDs to determine whether the costs
are appropriate for FERC account 908. Staff does not see an obvious linkage

between the allocated costs and the Code of Federal Regulations description

PGE UE 394 STAFF OT EXH 400 SCALA HCONF FINAL



10

11

12

13

14

15

16

17

18

Docket No: UE 394 Staff/400

Scala/8

of Account 908 (Customer assistance expenses).'? In response to a Staff
request, PGE attributed increased non-labor costs in
Brand/Marketing/Communications expense to outside services, including the
reorganization of $300,000 from Segment Marketing.'® The response did not
identify the activities associated with the cost elements, nor did it provide
sufficient detail for Staff to conclude that the expenses were correctly
categorized by FERC account. To this end, Staff may recommend additional
changes to these expenses after further discovery.

Please summarize Staff’s proposed adjustment to PGE’s Customer

Service O&M/NL expense.

A. Staff recommends the Commission:

1. Reduce expenses allocated to Department ID 915:
Brand/Marketing/Communication by $889,043 to revise 2022 Test
Year expenses to the 2018-2020 three-year average of actual costs.

2. Direct the Company to reallocate, for regulatory purposes, TE related
expenses that do not fall within the scope of FERC account 908 to the
appropriate accounts and cost categories with amounts subject to the

proposed Staff adjustments described in Staff Exhibit 1704.

12

FERC Uniform System of Accounts, 18 C.F.R. 367.9080 — Account 908, Customer assistance
expenses. Available at: https://www.law.cornell.edu/cfr/text/18/367.9080

In the Company’s original response to OPUC DR 861, Staff/402, Scala/3, PGE stated that the
transfer of funds was from Department ID 537, Segment Marketing, which conflicted with the
Company’s response in OPUC DR 861, Attachment A, where the transfer was said to originate
from Department ID 534, Product Marketing. In a revised response, submitted on October 20,
2021, the Company indicated that the Attachment was incorrectly included in the response and
should be disregarded.

PGE UE 394 STAFF OT EXH 400 SCALA HCONF FINAL



Docket No: UE 394 Staff/400
Scala/9

Q. Does this conclude your testimony on Customer Service O&M/NL
expense?

A. Yes.

PGE UE 394 STAFF OT EXH 400 SCALA HCONF FINAL
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Scala/10

ISSUE 2. DECOUPLING

Q. Please summarize the Company’s proposed changes related to its

decoupling mechanism.

In its opening testimony the Company requests to extend its Decoupling
Mechanism (Schedule 123) thru December 31, 2025, which would otherwise
sunset at the end of 2022 in the absence of Commission action. PGE has also
proposed two structural changes to Schedule 123. First, PGE proposes to
apply the SNA to Schedules 38/538, 47, and 49/549. The Company stated that
expanding the SNA to the additional schedules would have the SNA cover all
customers 200 kW or less, other than lighting.'* Second, PGE proposes to
allow the company to carry over any amounts exceeding the “two percent
limiter” associated with SNA surcharges to the subsequent year or years. PGE
stated that allowing the amounts to carry-over will provide symmetry and price
change stability as the sur-credit amount is not subject to a limiter the way the

surcharge is.

. Please describe PGE’s Schedule 123 Decoupling Mechanism.

The Company provides a description of the SNA and Lost Revenue Recovery
Adjustment (LRRA) decoupling mechanisms in its opening testimony.'® The
SNA applies to Schedules 7, 32/532, and 83. The mechanism compares
actual weather-adjusted distribution, transmission and fixed generation

revenues collected on a volumetric basis with hypothetical revenues that would

4 PGE/1200, Macfarlane-Tang/41.
5 PGE/1200, Macfarlane-Tang/40-41.

PGE UE 394 STAFF OT EXH 400 SCALA HCONF FINAL
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have been collected with a fixed per customer monthly charge of $71.45 for
primary customers and $49.30 for secondary customers under Schedule 7;
$111.66 for Schedule 32 customers; and $790.34 for Schedule 83
customers. 6

The difference between hypothetical and volumetric revenues is collected
monthly in a balancing account throughout the calendar year. Balances in the
balancing account accrue interest at the modified blended treasury rate. The
comparison is intended to allow the Company to recover, where actuals are
less than the target-allowed revenues, or refund, where actuals are greater
than the target-allowed revenues, the prior calendar year’s ending balance in
the balancing account. The LRRA is applied to schedules not subject to the
SNA and is linked to the reduced kWh sales that result from incremental
Energy Efficiency (EE) savings generated through the Energy Trust of Oregon
(ETO) programs directed to nonresidential customers other than Schedule
32.17

Nonresidential Lost Revenue Recovery amounts will be equal to the
reduction in distribution, transmission, and fixed generation revenues due to
the reduction in kWh sales as reported to the Company by the Energy Trust of
Oregon, resulting from EEMs implemented during prior calendar years

attributable to EEM funding incremental to Schedule 108, adjusted for EEM

Dollar values of fixed per customer charge may change as a result of Commission revenue
requirement determinations; proposed Schedule 123 revisions include higher monthly fixed
charges for all applicable rate schedules.

PGE/1200, Macfarlane-Tang/40.
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program kWh savings incorporated into the test year load forecast used to
determine base rates.’® The Lost Revenue Recovery Adjustment may be
positive or negative. A negative Lost Revenue Recovery Adjustment for a
given test year will occur if KWh savings reported by the ETO, plus the energy
savings associated with the conversion to LED street lighting in Schedule 95,
are less than those estimated in setting base rates on a per customer basis
multiplied by the number of customers.™®

Please describe the two percent limiter.

The Company provides a description of the two percent limiter in its opening
testimony.?® The Company’s currently approved Schedule 123 describes the
limiter as a special condition where no revision to any SNA or LRRA
Adjustment Rate will result in an estimated average annual rate increase
greater than two percent to the applicable SNA or LRRA rate schedule, based
on the net rates in effect on the effective date of the Schedule 123 rate
revisions. Rate revisions resulting in a rate decrease are not subject to the two
percent limit.

What happens to the monies that are above the two percent limiter cap
that would otherwise be collected in rates?

Those monies are not collectible and are removed from the decoupling
balance.

How has the Commission approached decoupling historically?

18
19
20

PUC Oregon No. E-18 Ninth Revision of Sheet No. 123-2, PGE Schedule 123.
Id.
PGE/1200, Macfarlane-Tang/41.
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A. As states around the country pursued EE as an energy resource, attention was

drawn to the unintended disincentive for utilities to promote end-use efficiency
because revenues are directly tied to the throughput of electricity and gas sold.
Even with incentives to conserve electricity, the utility retained the incentive to
sell more electricity.?! This led several states, including Oregon, to consider
alternative approaches that would align utility financial interest with the delivery
of cost-effective EE programs.

Decoupling has been perceived as a mechanism that may remove
throughput incentives for utilities to sell electricity while maintaining other
programs, such as the Energy Trust in Oregon, to promote EE.??> A properly
designed revenue decoupling mechanism should better align the interests of
the Company with the energy policies of the Commission and the State.

In 2009, under the authority provided by Commission Order No. 09-020,
PGE decoupled revenues from volumetric sales utilizing the balancing account
structure of the approved SNA and LRRA mechanisms. During the
proceedings prior to the Commission’s order, Staff opposed the mechanisms
and contended that that PGE will most likely over-collect its fixed costs with the
SNA and asserts that the SNA mechanism shifts risk historically borne by

shareholders to ratepayers.?3

21

22

23

Decoupling was first championed by former Maine PUC Commissioner David Moskovitz who
observed that with California’s fuel cost recovery mechanism, the utilities increased their profits
with each additional sale of energy regardless of the cost of additional fuel/energy costs.

2007 NARUC Decoupling for Electric and Gas Utilities: FAQ, Available at: Microsoft Word -
NARUCDECOUPLINGFINAL.doc.

See Docket No. UE 197, Order No. 09-020, at p. 26,
https://apps.puc.state.or.us/orders/20090rds/09-020.pdf.
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Similar observations had been made by the 2002 Commission around
decoupling in general when PGE proposed decoupling in Docket No. UE 362.2
In Docket No. UE 197, Staff also argued that it was unlikely the removal of the
disincentive for efficiency would change PGE’s behavior because the ETO
functions as the primary entity for encouraging efficiency and conservation
separate from utilities.?®> In the order, the Commission stated that PGE could
still influence individual customers through direct contacts and referrals to ETO
and felt the need to provide incentives for PGE through decoupling.?® The
Commission agreed that under the SNA PGE may be able to recover more
than its fixed cost if customer growth exceeds what was assumed in setting
rates and conditioned approval on a ten-basis point reduction of the
Company’s ROE.?”

In Docket No. UE 215, the Commission approved a stipulated agreement
providing a three-year extension of PGE’s decoupling mechanism. At that
time, the parties also agreed PGE would hire a consultant to evaluate the
mechanism during the fifth year.?® In PGE’s 2018 general rate case, docketed
as UE 335, PGE proposed to modify its decoupling mechanism to include sales

variation associated with weather, eliminate the LRRA, expand the SNA to

24

25

26

27

28

See Docket No. UE 126, Order No. 02-633, at p. 5,
https://apps.puc.state.or.us/orders/2002ords/02-633.pdf.

See Docket No. UE 197, Order No. 09-020, at p. 26,
https://apps.puc.state.or.us/orders/20090rds/09-020.pdf.

See Docket No. UE 197, Order No. 09-020, at p. 27,
https://apps.puc.state.or.us/orders/20090rds/09-020.pdf.

See Docket No. UE 197, Order No. 09-020, at p. 28,
https://apps.puc.state.or.us/orders/20090rds/09-020.pdf.

PGE Response to OPUC DR 362, Attachment A; see Docket Nos. UE 215 and UM 1644, UE
215, COMPLIANCE, 6/6/2013 (state.or.us).
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those schedules, and remove the limiter.?® The Company wanted to remove
the weather adjustment from the SNA to allow the full differences in use per
customer to be refunded or charged to customers.3® The changes were
opposed by Staff and several intervenors to the rate case, which argued that
the proposal did not provide any benefit to customers and shifted risks from the
company to ratepayers.! The Commission determined the proposal was not
sufficiently justified and rejected the Company’s proposed changes except to
move Schedule 83 customers under the SNA mechanism who were
determined to have similar load profiles to customer groups on the SNA.3?
Commission opposition to the recovery of margin losses associated with usage
deviations caused by weather in decoupling mechanisms can also be found in
Docket No. UE 126, Order No. 02-633.33

Is decoupling still needed?

The original impetus behind decoupling was to make utilities indifferent to sales
by providing them a preapproved level of per customer revenues, regardless of
volumetric sales. As described earlier, decoupling removes the throughput
disincentive for utilities associated with traditional cost of service regulation in

the interest of promoting EE. In the wake of aggressive decarbonization goals,

29

30
31
32
33

See Docket No. UE 335, Order No. 18-464, at p. 15,
https://apps.puc.state.or.us/orders/2018ords/18-464.pdf

Id.

Id.

UE 335, Order No. 19-129 at page 16, https://apps.puc.state.or.us/orders/2019ords/19-129.pdf.
See Docket No. UE 126, Order No. 02-633, at p. 6,
https://apps.puc.state.or.us/orders/20020rds/02-633.pdf.
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EE remains paramount and decoupling helps to ensure utilities remain active
partners in these efforts.

Please elaborate on how decoupling may promote the State’s clean
energy goals?

According to the Regulatory Assistance Project (RAP),3* decoupling supports
decarbonization through both EE and electrification. Specifically, RAP argues
that decoupling prevents utilities from pursuing inefficient electrification by dis-
incentivizing increased sales. Decoupling also ensures that customers benefit
from the extra revenue associated with electrification. Absent decoupling,
additional revenues earned through electrification would not be returned in sur-
credits to customers until a subsequent rate case.3°

Do the benefits associated with additional revenues earned through
electrification include increased TE adoption?

Yes. To the extent the transition to TE does not fully materialize in fixed per
customer charges, decoupling allows customers to receive the benefit from
increased volumetric sales resulting from TE and EV adoption.

Which peer utilities currently have a decoupling mechanism in place?
Avista Utilities, Cascade Natural Gas Company, and Northwest Natural Gas

Company currently have decoupling mechanisms in Oregon. Pacific Power

34

35

The Regulatory Assistance Project is an independent, non-partisan, non-governmental
organization comprised of former utility and environmental regulators, industry executives,
system operators, and other policymakers and officials who provide expertise to energy industry
decision-makers and stakeholders on power sector policy, regulation, markets, and more.
https://www.raponline.org/blog/with-the-shift-toward-electrification-decoupling-remains-key-for-
driving-decarbonization/
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and ldaho Power do not currently have decoupling in Oregon but have

mechanisms in other states for which they provide retail service.

. Please describe customers that would be impacted if the Company’s

proposal is approved.

Schedule 38 large nonresidential time-of-day standard service is an optional
schedule to large nonresidential customers under Schedule 83 Large
Nonresidential Standard Service. Any nonresidential customers meeting the
following applicable terms can sign up for Schedule 38: 1) served at Secondary
Demand Voltage whose Demand has not exceeded 200 kW more than six
times in the preceding 13 months and has not exceeded 4,000 kW more than
once in the preceding 13 months, or with seven months or less of service has
not had a Demand exceeding 4,000 kW; or 2) who were receiving service on
Schedule 38 as of December 31, 2015. The customers who sign up for
Schedule 38 prefer volumetric energy charges due to low load factors (low
energy use relative to demand). Approximately 370 customers receive service
under Schedule 38.

Schedule 47 had 2,614 customers as of July 2021. This schedule is
applicable to small nonresidential customers for irrigation and drainage
pumping and may include other incidental service if an additional meter would
otherwise be required. A small nonresidential customer is a customer who has
not exceeded 30 kW more than once within the preceding 13 months, or with

seven months or less of service has not exceeded 30 kW.

PGE UE 394 STAFF OT EXH 400 SCALA HCONF FINAL
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There were 1,437 customers under Schedule 49 as of July 2021. This
schedule is applicable to large nonresidential customers for irrigation and
drainage pumping and may include other incidental service if an additional
meter would otherwise be required. A large nonresidential customer is defined
as having a monthly demand exceeding 30 kW at least twice within the
preceding 13 months, or with seven months or less of service exceeding 30 kW

on any occasion.

. Please describe Staff’s opposition to PGE’s proposal to expand the SNA

to Schedules 38/538, 47, and 49/549.

In analyzing usage data provided to Staff in a DR, Staff found that of the
proposed Schedules to be added to the SNA, approximately 10 percent of the
customers comprise approximately 50 to 70+ percent of kWh usage attributed
to the schedule. Schedule 538 currently serves two customers, one of whom
makes up 73 percent of the usage. There are no customers in Schedule 549.
Staff has illustrated the usage distribution of customers receiving service under

Schedules 38, 47 and 49 in Staff Exhibit 402, Scala/8.3%"

Staff is concerned that given the billing distributions of customers under
these schedules, volatility in usage among high consumption customers
amplifies the potential of shifting risk from the Company to the relatively
smaller-use customers. This risk could be exacerbated by customers moving

between Schedule 47 and 49. In PGE’s proposal Schedule 47 has a monthly

36  Staff/402, Scala/7, PGE Response to OPUC DR 356, Attachment B.
37 Staff/402, Scala/8, Average kWh usage among PGE Rate Schedules proposed for decoupling.
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fixed charge of $89.68 while Schedule 49 is $431.93. PGE indicated that
between 2010 and 2020, between two to five percent (61 to 146) of Schedule
47 customers migrated to Schedule 49 each year. The number of customers
that migrated each year has generally decreased over the decade, along with
the total number of customers on Schedule 47.

During that same period, between five and ten percent (70 to 150) of
Schedule 49 customers migrated to Schedule 47 each year. The number of
customers that migrated each year, while varied, has not shown a trend up or
down. Among the customers who migrated at least once between the two
irrigation schedules (1,021), about 60 percent migrated more than once over
the 10-year period.3 To the extent that PGE derives an average fixed cost per
customer based on usage, movement of high usage customers will likely result
in surcharges for customers remaining on the original Schedule. Given the
usage distribution among customers under these schedules, the SNA may
effect greater volatility in year over year rates for customers.

This issue is of even greater concern if the Commission were to approve
PGE’s request to allow for carry over amounts in excess of the two percent
limiter on SNA rate increases. Staff argues that including irrigation and
drainage schedules in the SNA mechanism does not seem to align with the
intended effect of decoupling to remove the throughput disincentive for utilities

in the interest of EE. It is Staff’'s opinion that expanding the SNA to these

Staff/402, Scala/9, PGE Response to OPUC DR 363.
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schedules should be rejected as it unnecessarily shifts risk from the Company
to customers.

Please describe Staff’'s opposition to PGE’s proposal to allow the
carryover of balances associated with SNA under-collections in excess of
the two percent limiter, for recovery in subsequent year(s).

To remove the two percent cap represents a large shift in risks from the
company to customers for such things as a recession. The Company is better
able to manage that financial risk than customers.

Additionally, the financial risk is not symmetrical in practice. Based on the
Company’s testimony, work papers, and relevant DR responses, the likelihood
of a surcharge exceeding the limiter is more likely to occur than a sur-credit
greater than two percent of annual revenues. Below is a historical look at

SNA-related annual percentage rate change and change in revenues:3°

39

Staff/402, Scala/10, PGE Response to OPUC DR 364 edited by Staff to reflect 2022 AUT for
2022 revenues.
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Table 1. SNA-related annual percentage rate change

SNA Revenues

SNA Change in Revenues Total PGE Revenue for

Staff/400
Scala/21

Schedule 7 Collection/(Refund) year to year Sch 7 Annual % of revenues
2022 S (16,322,201) S (29,817,449) S 1,007,609,406 -1.62%
2021 $13,495,248 $9,173,841 $990,265,811 1.36%
2020 $4,321,407 (510,816,429) $962,612,052 0.45%
2019 $15,137,836 $14,454,810 $919,737,731 1.65%
2018 $683,026 $8,805,885 $895,368,029 0.08%
2017 ($8,122,859) (54,173,437) $896,272,803 -0.91%
2016 ($3,949,422) ($6,517,975) $819,116,797 -0.48%
2015 $2,568,553 ($5,284) $842,550,702 0.30%
2014 $2,573,837 $2,192,988 $854,204,599 0.30%
2013 $380,849 ($3,492,505) $798,365,078 0.05%
2012 $3,873,353 $12,169,483 $805,712,674 0.48%
2011 ($8,296,130) ($8,296,130) $826,418,008 -1.00%

SNA Revenues Total PGE Revenue for

Schedule 32 Collection/(Refund) SNA Change in Revenues Sch 32 Annual % of revenues
2022 S 4,013,760 S 2,454,038 S 200,687,980 2.00%
2021 $1,559,722 $2,138,755 $189,566,199 0.82%
2020 ($579,033) $1,691,054 $176,047,726 -0.33%
2019 ($2,270,086) ($1,139,195) $179,822,142 -1.26%
2018 ($1,130,891) $322,016 $181,401,021 -0.62%
2017 ($1,452,907) ($135,136) $181,008,170 -0.80%
2016 ($1,317,771) ($416,678) $173,607,884 -0.76%
2015 ($901,093) $1,493,381 $171,963,891 -0.52%
2014 (52,394,474) $33,142 $169,333,805 -1.41%
2013 ($2,427,616) ($4,693,859) $155,078,953 -1.57%
2012 $2,266,243 $589,903 $160,078,420 1.42%
2011 $1,676,340 $1,676,340 $160,612,801 1.04%

SNA Revenues Total PGE Revenue for

Schedule 83 Collection/(Refund) SNA Change in Revenues Sch 83 Annual % of revenues

| 2022 S 5,703,319 $ 2,985,678 $ 285,165,973 2.00%|
2021 $2,717,641 $2,717,641 $267,380,667 1.02%

As can be seen in Table 1, SNA collections have not been impacted by the two

percent limiter until now. The economic effects of the COVID-19 pandemic on

nonresidential usage significantly impacted volumetric revenues in 2020. The

SNA associated with the 2020 ending balance are recovered in 2022. 2022

SNA collections triggered by the lower volumetric revenues in 2020 for

Schedule 32 and Schedule 83 have been highlighted in Table 1. In the

absence of the limiter, actual 2020 decoupling results would have resulted in
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approximately $10 million to be collected from Schedule 32 customers and

$7.8 million from Schedule 83 customers. Table 2 shows a comparison of

Schedule 32 and Schedule 83 authorized recovery under the SNA with and
without the limiter.

Table 2. Comparison of Schedule 32 and Schedule 83 SNA recovery

SNA SNA Total PGE

Revenues Changein  Revenue for

Collection Revenues Sch 32 Annual % of revenues
Schedule 32 S 4,013,760 $2,454,038 $200,687,980 2.00%
Schedule 32 $10,075,100 $2,454,038 $200,687,980 5.02%
Schedule 83 $ 5,703,319 $2,985,678 $285,165,973 2.00%
Schedule 83 S 7,807,542 $2,985,678 $285,165,973 2.74%

Staff notes that PGE clarified that if the carryover were authorized, the two
percent rate adjustment cap would apply to amortization amounts on an
individual schedule basis, and that any amount collected from a schedule
subject to the decoupling mechanism in any given year would never exceed
two percent.40

Nonetheless, this assurance from the Company is narrow as carryover
balances would remain in the balancing account and continue to earn interest
at the modified blended treasury rate and could potentially subject customers
to prolonged bill increases or offset refunds that would have been credited had
the limiter disallowed carryover into years where over-collections were

returned. As PGE indicated in its opening testimony, the limiter is intended to

Staff/402, Scala/11, PGE Response to OPUC DR 638.
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be a “circuit breaker.” Staff agrees with this characterization and finds the

limiter is still an appropriate inclusion in the mechanism.

. Please explain why Staff supports extending the decoupling mechanism

thru 2025.

Staff recognizes there are continuing benefits to the mechanism to the extent it
continues to remove the Company’s incentive to increase volumetric sales and
deemphasize energy efficiency investments. Staff also acknowledges the
benefit decoupling affords to low-income rate payers who receive the sur-
credits associated with over-collections from TE adoption. To this end, Staff is

supportive of continuing the mechanisms, as currently structured, thru 2025.

. Please summarize Staff’s proposed adjustment to PGE’s changes to

the Company’s Sales Normalization Adjustment (SNA) Decoupling

mechanism.

Staff recommends the Commission:

1. Approve PGE’s request to extend Schedule 123 thru December 31, 2025.

2. Reject PGE’s proposal to apply the Sales Normalization Adjustment
(SNA) to Schedules 38/538, 47, and 59/549.

3. Reject PGE’s proposal to allow the Company to carry over charges in

excess of the 2 percent limiter for recovery in subsequent years.

. Does this conclude your testimony on Decoupling?

Yes.

PGE UE 394 STAFF OT EXH 400 SCALA HCONF FINAL
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ISSUE 3. LIGHTING

Q. Please summarize the Company’s Street and Area Lighting pricing

proposal.

PGE has requested to update Schedule 15, Outdoor Area Lighting Standard
Service Cost of Service (COS) and Option A*'" and Option B*? for Schedule 95,
Street and Highway Lighting New Technology COS to create wattage buckets
for Light Emitting Diode (LED) lighting options. The proposed wattage buckets
mirror Schedule 95’s Option C*3 LED buckets. The Company has also
proposed corresponding buckets based on the cost of light and maintenance
for the purposes of non-energy charge per bulb. This would only impact LED
bulbs.

Please describe Staff’s review of PGE’s proposal.

Staff investigated several elements of the proposal, including, but not limited to
the types of actual customers receiving service under the affected Schedules?#;
the methodology used by the Company to create the wattage buckets*?; bill
and revenue impacts*®; and LED conversions across Oregon municipalities®”.

Staff did not identify any concerns in its investigation and found PGE’s

41

42

43

44
45
46
47

Option A provides electricity service to luminaires that are purchased, owned, and maintained
by the Company with attachment to Company-owned poles at the monthly Option A rate
applicable to the installed type of light.

Option B provides electricity service to Customer purchased and owned luminaires at the
monthly Option B rate applicable to the installed type of light. The Company provides for
maintenance only to luminaires and related equipment at the applicable monthly Option B rate.
Option C provides electricity service to luminaires that are purchased, owned and maintained by
the Customer and installed on non-Company owned poles or Company-owned distribution
poles.

Staff/402, Scala/12, PGE Response to OPUC DR 441

Staff/402, Scala/13, PGE Response to OPUC DR 446.

Staff/402, Scala/14, PGE Work papers Exhibit 1100, 2022GRC Street & Area Light model.
Staff/402, Scala/15, PGE Response to OPUC DR 653, Attachment A.
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proposed changes favorable to simplifying rates for customers receiving

service under these schedules.

. What is the methodology used by the Company to create wattage buckets

under these Schedules?

The wattage buckets mirror the ones used in the currently approved tariff for
Schedule 95 Option C customers. The methodology is based on lights that
have a similar lumen output and the same material and maintenance cost. The

buckets did not lead to any redistribution of maintenance or fixture costs.*?

. What are the advantages of utilizing wattage buckets for LED bulbs?

The proposed change will eliminate the need for PGE to continually add new
lights to the Company’s billing system, asset management system, and tariff.4°
Efficiencies in LED technology are rapidly reducing wattages for the same
number of nominal lumens. Creating buckets will allow the approved tariff to
remain relevant amid wattage efficiencies and simplify the number of billing

options for customers, thus reducing the complexity of their monthly statement.

. Does the Company’s proposed changes demonstrate the attributes of a

sound rate structure?

Yes. When considering the reasonableness of the proposal, Staff looked at
how the proposal might align with attributes identified by James C. Bonbright in
Principles of Public Utility Rates. In the text, Bonbright states that rates should

have practical attributes, including simplicity, understandability, public

48 Staff/402, Scala/13, PGE Response to OPUC DR 446.
49 Staff/402, Scala/16, PGE Response to OPUC DR 442.
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acceptability, and feasibility of application. Staff finds that for the reasons
discussed earlier in this testimony, PGE’s proposal to create wattage and
maintenance buckets for LED bulbs promotes these attributes to the benefit of
both customers and the utility.

Q. Please summarize Staff’s proposed adjustment to PGE’s changes to
Street and Area Lighting pricing.

A. Staff is not recommending any changes to the Company’s Street and Area
Light proposal at this time.

Q. Does this conclude your testimony on Street and Area Lighting?

Yes.

PGE UE 394 STAFF OT EXH 400 SCALA HCONF FINAL
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ISSUE 4. FEE FREE BANK CARD PAYMENT OPTION

Please summarize the Company’s FFBC proposal.

PGE has asked to expand fee free bank card payment options to
nonresidential customers. The Company wants to update Customer Accounts
expense to reflect: (1) increased adoption in the residential FFBC program; and

(2) expansion of the FFBC option to commercial customers.

. Please describe the increased costs associated with bank card

payment options.

In the Company’s opening testimony, PGE indicated that the increased
adoption costs associated with bill payments made by bank cards is
approximately $0.5 million attributed to the residential program and $1.1 million
to expand the program to all commercial customers. However, in the
Company’s response to OPUC DR 382, PGE revealed that it had misstated the
total increase associated with both the residential and commercial programs.®
The costs associated with increased adoption in the residential program is $0.4
million and expansion of the commercial program has incremental costs of $1.3
million. Adoption forecasts were developed in partnership with the Company’s
vendor, utilizing peer utility adoption curves; and PGE’s 2020 and 2021 actual

adoption rates with 2020 forecasts.®"

. Please describe the Company’s 2022 Test Year forecast for bank card

payment adoption.

50  Staff/402, Scala/17, PGE Response to OPUC DR 382.
51 PGE/500, Bekkedahl-McFarland/20.
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A. The Company forecasted the number of residential bank card transactions to

increase at a rate of 0.2 percent each month in 2022.52 For the number of
nonresidential bank card transactions, the Company forecasts a month over
month increase of five percent.®®> PGE forecasts FFBC costs for residential
adoption in 2022 to be $2,209,000 and nonresidential adoption approximately

$1,474,000.

. How does the forecast compare to historical adoption rates of the bank

card payment option?

The forecasted costs associated with the FFBC program represent a $345,000
and $1,306,000 increase from the 2020 Base Year for residential and
nonresidential FFBC costs, respectively. For the adoption rate forecast, Staff
reviewed bank card payment activity among residential and nonresidential
customers between 2014 and the Test Year 2022. The number of residential
bank card transactions reported in the Company’s response to OPUC DR 158
show that the number of residential transactions fluctuate month over month
but have generally increased since the fee free program’s inception at the end
of November 2014.% Month over month increases in residential transactions
for the Base Year 2020 averaged 3.47 percent, which is significantly higher
than the 0.2 percent Test Year forecast. Nonresidential bank card transactions
in the Base Year 2020 averaged 7.2 percent thus exceeding the Test Year

forecast.

52 Staff/402, Scala/4, PGE Response to OPUC DR 855, Attachment A - Revised.
5 Id.
5% See PGE UE 262 and UE 283.
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Staff considered that social distancing and business closures associated
with the COVID-19 pandemic may have caused adoption rates to exceed
historical averages in 2020 and found that the three-year average growth rate
for residential transactions between January 2017 and December 2019 was
1.36 percent. For nonresidential transaction, this same time frame yielded a
three-year average of 1.78 percent.>® The Company’s forecast for residential
bank card transactions assumes the growth in 2020 and 2021 does not recede
to pre-pandemic values but reduces month to month adoption rates below
historical averages. Staff finds this approach reasonably reduces the risk of
over forecasting adoption rates in the Test Year.

Staff Exhibit 402, Scala/18 provides PGE residential and nonresidential

historical actuals and Test Year projections.®® In the larger chart in the exhibit,
PGE’s forecast appears above historical trends, however, if the same analysis
is applied to adoption rates over the last three years, starting in January of
2019, as is done in the smaller chart, the residential forecast appears
reasonably consistent with growth pre, mid, and post pandemic.
Nonresidential transactions are more challenging to forecast because the
Company’s offering of the FFBC option to nonresidential customers and the
pandemic occurred at the same time. PGE is forecasting aggressive adoption
rates in 2022 compared to nonresidential use of the program historically. In

opening testimony, the Company indicated that the lack of a fee free bank card

Nonresidential PGE customer bank card transactions were subject to a fee prior to March of
2020.
Staff/402, Scala/18; PGE Bank Card Transactions.
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transactions has frequently been a source of frustration for some nonresidential
customers.%” Further, bank card payment adoption among nonresidential
customers has likely increased due to the same pandemic related conditions
faced by residential customers.

To these ends, a higher adoption rate for nonresidential customers in the
FFBC program does not contradict recent trends. That being said, Staff is
cautious of a five percent month to month increase in nonresidential
transactions, particularly given the tendency by utilities to over project adoption
rates in bank card transactions and the return to pre-pandemic business
practices by many nonresidential customers.

Does Staff find the bank card payment adoption rates for residential
customers reasonable?

Historically, the Company has over-projected bank card transactions by
residential customers.%® However, according to information provided by the
Company, actual monthly residential bank card transactions have exceeded
projections since January 2020. As indicated earlier, Staff attributes a degree
of increased adoption to the need for customers to utilize electronic payment
as a means to pay their bills amid social distancing regulations and
preferences associated with the COVID-19 pandemic.5°

Further, Company closures of in-person pay stations further limit

alternative means of payment. In materials provided to Staff, [BEGIN HIGHLY

57 PGE/500, Bekkedahl-McFarland/18.
58 Staff/402, Scala/5, PGE Response to OPUC DR 158, Attachment A
59 https://link.springer.com/article/10.1057/s41264-021-00104-1
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conripenTiAL
I =D HIGHLY

CONFIDENTIAL] Staff recognizes that the world is still in the midst of the
pandemic. The risks associated with COVID-19 and highly contagious variants
of the virus continue to foster interest in alternatives to in-person transactions
and money handling.5"

To this end, Staff finds it reasonable for the Company to assume
customers will continue to adopt bank card payment options at an increasing
rate. This rate is likely to slow as the economy continues to recovery and more
individuals return to in-person settings, however because the forecast is lower
than historical averages, Staff finds this rate reasonably approximates
increased adoption and limits the risk of over projecting. As such, Staff does
not oppose PGE’s Test Year forecast of a 0.2 percent month over month
increase in residential customer bank card transactions

Q. Does Staff find the per transaction fee for residential customers
reasonable?
Staff confirmed that the transaction fee of $1.07 [BEGIN HIGHLY
CONFIDENTIAL] | (END HIGHLY CONFIDENTIAL] at
the residential customer account level is consistent with the Company’s

executed agreement with its third-party payment processing vendor.

60  Staff/404, Scala/1-5, PGE HIGHLY CONFIDENTIAL Response to OPUC DR 849.
61 https://link.springer.com/article/10.1057/s41264-021-00104-1
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Historically, per transaction costs for residential bank card transactions
were approximately $1.49. The executed agreement with the third-party
processor is lower, however Staff notes that this cost is born by all customers
rather than just those utilizing the bank card payment option. A rough estimate
of residential use of bank card payment options can be derived by assuming
one transaction per customer divided by the total number of residential
customers. As of April 2021, that methodology would indicate a penetration
rate of 19.23 percent.

That being said, residential customer adoption is expected to increase
and the fee free payment option has been available to customers for almost
seven years. As such, Staff does not recommend any changes to the

residential program and finds the $1.07 per transaction cost to be reasonable.

. Does Staff find the bank card payment adoption rates for nonresidential

customers reasonable?

PGE did not forecast nonresidential bank card payments prior to PGE’s
decision to offer the fee free option in 2020. To this end, Staff was unable to
compare historical deltas between projected nonresidential transactions and
actual nonresidential transactions. Performing a similar rough estimate of
program penetration by dividing the number of bank card transactions by the
most recently available number of nonresidential customers, Staff observed a
very slow uptake in nonresidential use of bank cards for payment with adoption

at less than two percent through April of 2020.

PGE UE 394 STAFF OT EXH 400 SCALA HCONF FINAL



10

11

12

13

14

15

16

17

18

19

20

21

Docket No: UE 394 Staff/400

Scala/33

However, nonresidential bank card transactions increased more
consistently and rapidly over the next 12 months. This can likely be attributed
to a combination of the aforementioned COVID-19 pandemic effects on in-
person and paper transactions as well as the expansion of the fee free option
to nonresidential customers. Between May of 2020 and April of 2021,
penetration estimates increased from approximately 2 percent to almost 6
percent.

When did the Company begin offering fee free bank card payments to
nonresidential customers?

The Company did not begin offering fee free bank card payment options to
nonresidential customers until March of 2020. The Company began offering
the fee free option to nonresidential customers as a means of alleviating
financial stress during the COVID-19 recession, for nonresidential customers.%?
Prior to this offering, nonresidential customers were required to pay a $4.95 fee
to pay with a bank card.

In materials provided by the Company, [BEGIN HIGHLY

conrienTiAL] I
I < (END HIGHLY CONFIDENTIAL]

62
63

PGE/500, Bekkedahl-McFarland/18.
Staff/404, Scala/6-37, PGE Highly Confidential Response OPUC DR 852-A.
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Q. What are the terms of the executed agreement between PGE and the third

party payment processor as it relates to effective date and fees?
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165 [END
HIGHLY CONFIDENTIAL]

Which nonresidential schedules are eligible for fee free bank card
payments?

Per the negotiated contract with Visa payment processor, PGE must treat all
commercial customers under a single payment fee structure. As a result, fees
are not specific to commercial customer schedules and all commercial rates

are charged the same fee.56

64

65
66

An overview of PGE’s Electronic Payment Redesign vendor selection process prior to executing
an agreement with [BEGIN CONFIDENTIALm [END CONFIDENTIAL] can be found
in Staff/403. Scala/1-6, PGE’s response to O 4, Attachment A.

Staff/404, Scala/6-37, PGE HIGHLY CONFIDENTIAL Response OPUC DR 852-A.

Staff/402, Scala/19, PGE Response to OPUC DR 381.
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Did the Company receive Commission approval to expand the fee free
option to nonresidential customers?
No. Commission Order No. 15-356 states, “Parties agree that PGE would not
launch a commercial FFBC program in 2016 and would notify Staff no less
than forty-five days before launching a commercial FFBC program.”
Did the Company abide by the previously-mentioned agreement to notify
Staff 45 days prior to launching a commercial FFBC program?
No. Although it appears that PGE may have notified a PUC Staff via a phone
call, it was not until after the Company began offering the fee free option to
nonresidential customers.®” In Staff's review of the Company’s response to
OPUC DR 849, Staff did not find evidence that PGE did not initiate
communications with Staff about expanding the program. At best, Staff found
that the Company mentioned fee free options being made available to
nonresidential customers in response to a separate line of questioning posed
to the Company from Staff in May of 2020.%8 In response to a separate DR,
PGE indicated that due to the urgency of the recession caused by COVID-19,
PGE could not give advance notice of the program.

The Company could have notified Staff when it began discussions with

the Vendor, or when the Company decided it was going to contact the vendor,

67

68

We have polled PUC Staff members and only Phil Boyle of Consumer Services vaguely
remembers a call about this subject. No one else was notified: not counsel, the Utility Program
Director nor OPUC COO Michael Dougherty. Staff could not find anything in writing beyond a
tangential reference to the FFBC expansion to nonresidential customers in a reply the Company
provided to a broad line of questioning from OPUC Consumer Services.

Staff/404, Scala/1-5, PGE HIGHLY CONFIDENTIAL Response to OPUC DR 849,

Attachment A.
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but PGE did not. Staff was not contacted until after the Company had
executed an agreement with the Vendor. Further, PGE did not discuss with
Staff whether Staff had any concerns with executing a five-year agreement for
a service yet to be authorized by the Commission.

Is the Company pursuing recovery of the costs associated with the
advanced offering of FFBC payment options to nonresidential customers
in response to the pandemic?

No. The Company indicated that because the program was initiated between
general rate case proceedings, the costs of the program were born by the
shareholders, not ratepayers.%°

Could the Company benefit from offering the Commercial Fee Free
Program even if it absorbed the fee payment charges?

Potentially yes. It is unclear how many commercial customers would have
simply not paid their bills had they no credit card option. If customers were
able to pay their bills by using the credit card option, the Company was better
off in that alternative even absorbing the credit card payment fee.

How does the Company typically recover costs associated with the FFBC
program?

Currently, the costs of the fee free bank program are included in rates charged
to all retail customers. The costs are allocated across all customers based on
the percentage of customers enrolled in paperless billing. The program costs

are weighted toward customer classes enrolled in paperless billing.

69

Staff/402, Scala/20, PGE Response to OPUC DR 380.
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Residential and small nonresidential customers are allocated the majority of
the costs with approximately 93 percent of the costs being allocated to
Schedule seven customers and approximately six percent being allocated to
Schedule 32 customers.”®

Does the Company propose to change the cost recovery practices to
reflect greater nonresidential adoption?

No. PGE proposes to allocate the costs of the commercial fee free bank
program in the same manner as the existing program.”"

Does Staff find this cost recovery practice appropriate?

A. As FFBC program costs increase relative to nonresidential adoption, Staff finds

current recovery practices are no longer equitable across residential and
nonresidential customers. The reduced nonresidential adoption rate
assumptions proposed by Staff and referenced above in the discussion of
Customer Service expense are intended to capture some of the volatility seen
in historical adoption rates while following the trend line associated with growth
in the last three years, beginning January 2019. The recovery cap is intended
to limit the rate impacts on residential and nonresidential customers.

As discussed earlier in this testimony, PGE’s nonresidential program was
initiated prior to Commission notice and approval despite the requirement
memorialized in Commission Order No. 15-356. Expansion of the FFBC

program has tripled per transaction costs associated with nonresidential use.

Staff/402, Scala/21, PGE Response to OPUC DR 376.

Staff/402, Scala/22, PGE Response to OPUC DR 378.
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Staff does not find recovery of these associated costs in rates equitable to
residential and smaller nonresidential customers who would be expected to
share the higher transaction fees. Staff also lacks sufficient evidence from the
Company warranting the spike in transaction costs relative to historic actuals.
Does Staff have any other concerns it wishes to express regarding this
program?

Yes. In a response to Staff’s inquiry as to the types of FFBC users, the
Company provided “Significant Attributes of Fee-Free Bank Card Use” and
“Uncommon Attributes of Fee-Free Bank Card Users” tables submitted in the
Program’s 2015 report, updated for 2020.7? Staff found that customer
characteristics typically associated with low-income customers (e.g. TPA, EA,
blue collar occupations) had low representation among users. Staff also found
that representation of these characteristics among users decreased between
the 2015 report and the 2020 update.

To this end, Staff wishes to point out that costs associated with the
program are spread across all customers, including low-income customers
that, based on this data, may be less likely utilize bank cards for payment and
benefit from the fee free offering. Should that be the case, the program would
effectively provide a subsidy to non-low income customers, thanks to low-
income customers, by spreading the costs across all customers, including low-

income, non-users.

Staff/402, Scala/23-24, PGE Response to OPUC DR 373.
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Q. Is Staff proposing any changes to the residential FFBC program in

response to the aforementioned equity concerns?

A. Yes. The fee free charge program should be spread across all customer

classes on an equal percent of revenue basis. To the extent this program
avoids non-bill payment, and thereby reduces the rate of uncollectibles, it
benefits all customers. Staff remains concerned that this program harms low-
income customers. However, with the change to allocate the costs across all
schedules on an equal percent of revenues basis, this should reduce the harm

to low-income customers.

. What is Staff’s proposal regarding the FFBC program expansion?

As outlined earlier in testimony, Staff is proposing to limit recovery associated
with nonresidential FFBC adoption to $567,000. This amount is intended to
reflect a three percent month to month adoption rate in the Test Year and
recover only those costs associated with Schedule 32 customers. Staff
calculated the $567,000 cap on nonresidential FFBC cost recovery by rounding
up the average the estimated transaction costs from two Staff generated
methods.

The first calculates an average number of transactions per month using
the three percent growth forecast by Staff and comparing that value (9,059) to
the number of Schedule 32 customers reported by the Company in the 2022

AUT (94,649). The resulting 9.5773 percent is then used as a proxy value for

Staff notes that the 9.57 percent value was calculated using a numerator based on a forecast of
all nonresidential bank card transactions; however the Company was unable to distinguish
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Schedule 32 bank card payments. The 9.57 percent is multiplied by the
percentage by the 2022 AUT Schedule 32 revenues ($200,687,980) for an

estimate $19,208,673 in Schedule 32 revenues paid using bank card. The

transaction fee of [BEGIN HIGLY CONFIDENTIAL] | EEGE
I (=0 HIGHLY CONFIDENTIAL]

in forecasted transaction fees.

The second approach begins similarly, up through the calculation of
Schedule 32 revenues paid using bank card. It then extrapolates Staff’s three
percent growth forecast from number of transactions to total transaction
dollars, for a Test Year total of $44,659,076 nonresidential payments by bank
card. Using the dollar value of Schedule 32 bank card transactions as a
percentage of total nonresidential transactions, Staff computed 43.01 percent.
Staff then took the Company’s forecasted $12.12 per transaction cost and
multiplied by the forecasted annual transactions for the test year (9,059 x 12 =
$1,317,541). This amount represented total nonresidential transaction costs
and was multiplied by 43.01 percent to derive the Schedule 32 share of
transaction costs, resulting in $566,714. The average of Staff’s two
approaches is approximately $567,000.

Staff also believes the Company should limit the fee free program

recovery Schedule 32 transactions within a $1,500 limit’* and a velocity of one

Per UE 394 PGE Response to OPUC DR 849 the $1,500 limit will capture [BEGIN HIGHLY
conFiDEnTIAL) I (<D HiGHLY

CONFIDENTIAL].
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payment per month. However, at the time this testimony was written, the
Company had not been able to provide Staff with nonresidential bank card
transaction data by Schedule and indicated that nonresidential transactions
could not be parsed out in such a way. To this end, Staff does not have a
distribution of Schedule 32 transactions that would provide sufficient
information to estimate the effect of a $1,500 limit on transaction costs. Staff
also notes that PGE has entered into an executed agreement with the third
party vendor, prior to review and approval by the Commission, where the
transaction limits differ from Staff's recommendations and the vendor does not
distinguish between nonresidential rate schedules.” Staff acknowledges that
the executed agreement may limit FFBC programmatic changes in the near
term; however Staff points out that its recommendation is directed at what
costs the Company may recover in rates and does not necessarily impact the
services PGE has agreed to offer in advance of Commission approval.

In addition to the aforementioned recovery limit, Staff recommends the
Commission require PGE to notify the Commission of any proposed changes
to the FFBC program with the Commission for approval. This will afford the
Commission the opportunity to understand the terms under which PGE plans to

offer FFBC payment options to customers.

. Please summarize Staff’s proposed adjustment to PGE’s proposed

expansion of the FFBC program.

A. Staff recommends the Commission:

Staff/402, Scala/26-27, PGE Response to OPUC DR 852.
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1. Reduce the Company’s proposed 2022 Test Year expense for
nonresidential FFBC program by $907,000 to limit the Company’s
recovery for nonresidential transaction fees to $567,000.

2. Limit future PGE recovery of nonresidential fee free bank card payments
to once per billing period with a payment cap of $1,500.

3. Limit PGE recovery of nonresidential fee free bank card payment options
to Schedule 32 customers

4. Require the Company to notify the Commission any proposed changes to
the FFBC program in advance of implementation.

5. Change the method of allocating the costs of the FFBC program from
allocating the costs across all customers based on the percentage of
customers enrolled in paperless billing to across all customer classes on
an equal percent of revenue basis.

Q. Does this conclude your testimony on FFBC payment options?

A. Yes.
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ISSUE 5. HB 2475 IMPLEMENTATION

Q. Please briefly describe House Bill 2475.

A. House Bill 2475 was signed into law in 2021, creating new provisions and

amending ORS 756.010, 757.072, and 757.230 to include definitions for
“‘environmental justice” and environmental justice communities” in ORS
governing the Commission and utilities it regulates. Section 2 of the act
amends ORS 757.230 to allow consideration of differential energy burdens on
low-income customers and other economic, social equity or environmental
justice factors that affect affordability for certain classes of utility customers in
rate design.

Section 3 of the act provides intervenor funding agreements for
organizations that represent low-income residential customers and residential
customers of environmental justice communities. Section 7 of the Act allows
the Commission to address the mitigation of energy burdens through bill
reduction measures, including, but not limited to, demand response or

weatherization.

. Has the Company proposed rates based on differential energy burdens?

PGE has not proposed and differential rate structures in UE 394 specific to HB

2475.

. Please summarize Staff’s proposal to implement differential rates in UE

394.
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A.

Scala/44

Staff is not recommending the Commission require any action to implement
equity based differential rate designs related to HB 2475 in PGE’s 2022
General Rate Case, UE 394.

Why has Staff not made a recommendation for differential rates in its
proposal?

Staff wishes to highlight the intentionality of HB 2475 to include energy justice
communities in consideration of differential rates for energy burdened
customers. The Act does not specify to what extent differential rates may
address energy burden nor the method in which differential rates should be
administered. Staff recognizes the significance of this legislation and the
opportunity it provides to bring broad stakeholder and community voices to the
table in a joint effort to meaningfully address energy burden in Oregon.

At this time, intervenor funding is not available to stakeholders and
representatives of the energy justice community. Action taken in advance of
this funding, limits participation in a process that should exemplify equity and
inclusion. Further, action taken in advance of intervenor funding, forces
stakeholders to react to decisions or proposals developed in their absence
rather than giving the community the opportunity to play a meaningful role from
start to implementation.

Does Staff have a plan outside of UE 394 to begin HB 2475
implementation?
As indicated earlier in Staff’s testimony, the desire is for stakeholders to have a

voice at the table start to implementation. To this end, Staff plans to schedule
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a workshop with the utilities and stakeholders to inform next steps and to
create a timeline and workflow for implementation to begin in January, 2022.
In the event advocates and stakeholders express a desire to take immediate
action, interim or otherwise, in advance of a broader implementation process,
Staff will work responsively to develop a plan that accommodates this
preference. The initial meeting is meant to be limited to the discussion on
process and pathways forward. Staff intends to reserve material discussions
on differential rate design and program principles and standards until when
stakeholders and the EJ community are able to participate fully.
What types of data does Staff believe is necessary to design impactful
rates for energy burdened communities?
Staff’'s work in Docket No. UM 2114, the investigation into the economic
impacts of the COVID-19 pandemic on utility customers, revealed a number of
gaps in data available to analyze affordability and levels of need in Oregon.
Staff will work with the utilities and EJ community do determine the necessary
data requirements to ensure programs are targeted and the impacts of the rate
design are measurable. At a minimum, Staff anticipates the need for
household income levels, housing type, number of dependents and
demographic data such as race and age. Other data points might include
highest level of education achieved and/or a socioeconomic status metric,
broadly.

At this time, Staff is not implying that some or all of this data should come

directly from the utilities or that we must have all the data before any action
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takes place. There are a number of public and private organizations that
collect such data points and in the interest of HB 2475, it may be appropriate to
start looking at how the Commission, utilities, and EJ community might
leverage their positions to partner with these organizations and access said
data. Beyond customer data, it will be essential that process participants have
a full understanding of rate implications associated with a variety of differential
design options. Staff envisions a matrix of cost/benefit analyses to compare
the degree of assistance provided to the level of cost required to implement
and administer. To this same end, a qualitative view of various program
designs will be valuable in determining how prescriptive to be prior to utilities

filing differential rate designs.

. What are Staff’s expectations around HB 2475 in 20227

Staff anticipates that stakeholders will provide meaningful insight at the initial
planning workshop in terms of pathways forward. That being said, Staff has
heard and considered issues including but not limited to, provisions for interim
relief in the near term, partnerships with research organizations to allow for a
full-scale investigation on Oregon energy burden and differential rate design,
cost containment and exploration of rate impacts, and bundling discounts with
energy efficiency programs.

There will likely be the need for topical workshops that begin broadly and
distill down specific issues once a unified and equitable set of goals, standards,
and limitations have been established. It is not Staff’s intention to protract the

implementation of HB 2475 beyond what is necessary to collaboratively design
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foundational elements of differential rates that meaningfully address energy
burden.

Q. Does this conclude Staff’s testimony on HB 2475 implementation as well
as your testimony in general?

A. Yes.
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NAME:

EMPLOYER:

TITLE:

ADDRESS:

EDUCATION:

EXPERIENCE:

Scala/1

WITNESS QUALIFICATIONS STATEMENT

Michelle Scala
Public Utility Commission of Oregon

Senior Utility Analyst
Strategy Integration Division

201 High Street SE. Suite 100
Salem, OR. 97301

BA Economics, University of Hawaii, Manoa; Honolulu, Hawaii
BA Political Science, University of Hawaii, Manoa; Honolulu,
Hawaii

| have been employed by the Public Utility Commission of
Oregon since July 2020 as a Senior Utility Analyst. | initially
began work at the Commission in the Energy Rates, Finance
and Audit Division and later transitioned to the Strategy
Integration Division upon its inception. | have over eight
years of experience in policy analysis and program
evaluation for state and local government. My work prior
to the Commission included serving as a Senior Fiscal
Analyst at the Oregon Department of Human Services and
Economist at the Oregon Employment Department. Prior
to that | was employed at the Hawaii State Legislature as
the Senior Analyst to the Senate Committee on Ways and
Means.
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October 5, 2021

To: Michelle Scala
Public Utility Commission of Oregon

From: Jaki Ferchland
Manager, Revenue Requirement

Portland General Electric Company
UE 394
PGE Response to OPUC Data Request 861
Dated September 21, 2021

Request:

Please describe any relevant changes or growth in Company marketing activities that tie to
increased costs observed in FERC account 908 (NL), under the following department IDs:

a. 915 Brand/Marketing/Communications;
b. 538 Residential Marketing P.O.;

c. 534 Product Marketing; and

d. 537 Segment Marketing.

Response:

a. The majority of increases in department 915 account for labor and labor loadings as well
as costs for limited duration employees hired to attract labor in a tight labor market.
Additionally, approximately $300,000 of costs were transferred from department 537 —
Segment Marketing to this department due to reorganizations in the company.

b. The growth observed in FERC account 908 (NL) for department 538 is related to the
Flexible Load Portfolio. As the Demand Response portfolio triples from 2020 to 2024,
more staff will be needed to support current as well as new offerings such as Energy
Partner growth, Single Family Water Heaters, Transportation Electrification Residential
Demand Response, New Construction and Retrofit electrification bundles, and growth in
Time of Use, Peak Time Rebates, and Thermostat Programs. For further information,
please see PGE direct testimony, Exhibit 500.

c. The growth in Department 534 is associated with our Electric Transportation projects.
For further information, please see PGE’s response to OPUC Data Request No. 747.

d. See part a above.
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“PGE Response to OPUC DR 855
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August 20, 2021

To: Paul Rossow
Public Utility Commission of Oregon

From: Jaki Ferchland
Manager, Revenue Requirement

Portland General Electric Company
UE 394
PGE Response to OPUC Data Request 363
Dated August 6, 2021

Request:

For the time period 2010 through 2020, please provide the following:
a. The number of customers that migrated from Schedule 47 to 49.

b. The number of customers that migrated from Schedule 49 to 47.

Response:

Between 2010 and 2020, between 2-5% (61 to 146) of Schedule 47 customers migrated to
Schedule 49 each year. The number of customers that migrated each year has generally
decreased over the decade, along with the total number of customers on Schedule 47.

During that same period, between 5%-10% (70 to 150) of Schedule 49 customers migrated to
Schedule 47 each year. The number of customers that migrated each year, while varied, has not
shown a trend up or down. Likewise, the number of customers on Schedule 49 has been more
consistent year-over-year, compared to Schedule 47.

Among the customers who migrated at least once between the two irrigation schedules (1,021),
about 60% migrated more than once over the 10-year period.

Attachment A provides the detailed calculation.
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“PGE Response to OPUC DR 364
Attachment A (Staff edits)”

is filed in electronic format



Staff/402
Docket No: UE 394 Scala/l1l

September 17, 2021

To: Michelle Scala
Public Utility Commission of Oregon

From: Jaki Ferchland
Manager, Revenue Requirement

Portland General Electric Company
UE 394
PGE Response to OPUC Data Request 638
Dated September 3, 2021

Request:

What is the maximum percentage increase in rates, taking into account charges from any SNA
balancing account amount and any previous carry-over(s)? For example, is the 2 percent
limitation applicable separately to the current SNA balance and any carry-over amounts, or is it
the maximum percentage rate change a rate schedule may experience associated with the
proposal inclusive of all related charges?

Response:

The 2 percent rate adjustment cap applies to amortization amounts on an individual schedule
basis. It applies to the current SNA balance and any carry-over amount inclusive of interest. For
example, the decoupling amount collected from Schedule 7 customers via Schedule 123 in any
given year would never exceed 2 percent.
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August 27, 2021

To: Michelle Scala
Public Utility Commission of Oregon

From: Jaki Ferchland
Manager, Revenue Requirement

Portland General Electric Company
UE 394
PGE Response to OPUC Data Request 441
Dated August 13, 2021

Request:

For customers receiving service under Schedules 15, 91, or 95, please:
a. Describe significant customer characteristics under each schedule; e.g.
i.  Composition and diversity of multiple bulb types under a single account;
ii. Expected monthly kWh usage by bulb type; and

iii. Type(s) of entities that receive service under each of these schedules

Response:

Schedule 15 customers tend to be residential customers with area lights on their property or
commercial customers with area lighting in parking lots or other areas. Schedule 91 and 95
customers are municipalities or agencies of federal or state governments, and they have a mix of
both Schedule 91 and 95 lights. This is because Schedule 91 represents old lighting technologies
(i.e., anything that is not an LED light), and Schedule 95 is exclusively LED lighting.
Municipalities tend to have a mix of these lights that is unique to each customer, so there is not a
customer that is representative of each rate since these customers have a unique mix of both rates
and lighting options. The expected monthly kWh usage is listed in the tariff by light type and is
based upon a burning hours study that estimates the amount of time that the light will be on
based on the number of daytime and nighttime hours throughout the year. Expected monthly
kWh usage by bulb type can be found in the work papers to PGE Exhibit 1100 in the file titled
“2022GRC Street & Area Light Model” in tabs “Exh-p2-p4" and “Exh-p7.”
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August 27, 2021

To: Michelle Scala
Public Utility Commission of Oregon

From: Jaki Ferchland
Manager, Revenue Requirement

Portland General Electric Company
UE 394
PGE Response to OPUC Data Request 446
Dated August 13, 2021

Request:

Referring to PGE/1200 Macfarlane-Tang/36 starting at line 5;

a. Please provide additional detail explaining the methodology PGE proposes to use to
create buckets based on the cost of light and maintenance for the purposes of the non-
energy charge per luminaire.

b. Please specify the work paper file name and tabular location(s) of the proposed cost of
light and maintenance buckets.

c. Please explain if/how the non-energy charge buckets work with and/or correspond to the
wattage buckets proposed.

Response:

a. The methodology PGE is proposing to use to create buckets is based upon lights that
have a similar lumen output and the same material and maintenance cost.

b. The maintenance and light costs can be found in the work papers named “2022GRC
Street & Area Light Model” located in the non-confidential work papers for PGE Exhibit
1100. The tabs labeled “wp-page5” and “wp-pagel5-21” show the investment rate for the
fixture, as well as the maintenance rate and the energy rate. The numbers in these files
come from the maintenance and investment cost studies which may also be found in the
non-confidential work papers for PGE Exhibit 1100.

c. The non-energy charge buckets work with the wattage buckets because the buckets are
based on lights that have the same fixture and maintenance costs. The buckets did not
lead to any redistribution of maintenance or fixture costs.
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August 27, 2021

To: Michelle Scala
Public Utility Commission of Oregon

From: Jaki Ferchland
Manager, Revenue Requirement

Portland General Electric Company
UE 394
PGE Response to OPUC Data Request 442
Dated August 13, 2021

Request:

Please describe how the proposed change will affect PGE operations and procedures with regard
to offering and managing service under Schedules 15, 91, and 95.

Response:

The proposed change will eliminate the need to continually add new lights to PGE’s billing
system, asset management system and tariff. This will not materially change any existing
operations, just eliminate the need for additional work in the future. Additionally, there is no
impact to Schedule 91 as these are old lighting technologies and are no longer being deployed in
the field.



Staff/402
Docket No: UE 394 Scala/l7

August 23, 2021

To: Michelle Scala
Public Utility Commission of Oregon

From: Jaki Ferchland
Manager, Revenue Requirement

Portland General Electric Company
UE 394
PGE Response to OPUC Data Request 382
Dated August 9, 2021

Request:

Referring to PGE/500, Bekkedahl-McFarlane/20, lines 13-21,
a. Please provide a detailed breakout of the incremental costs associated with:
i.  Increased adoption of the residential program ($0.5 million).
ii.  Expanding the program to commercial customers ($1.1 million).

b. Please provide the data, including associated reports and work papers, PGE used to
forecast the user adoption rates for residential and commercial customers.

Response:

a. PGE misstated the total increase associated with each, residential and commercial
programs. The increased adoption rate for residential programs is $0.4 million and
expansion of the commercial program has incremental costs of $1.3 million. Please see
PGE’s response to OPUC Data Request No. 381 for the breakdown of commercial costs.

FFBC Costs (in thousands)
2020 2022 Delta
Residential $1,856 $2,209 $354
Commercial $168 $1,474 $1,306
Total $2,024 $3,683 $1,659

b. Residential card fee increases are forecasted using PGE’s historical trends. Please see
Attachment 158-A for the adoption rates. Commercial card fees increase using PGE’s
historical trends from the 2014 rollout of residential card payments. Additionally, PGE’s
goal adoption rate of 15% for commercial customers was based on NW Natural’s
experience. PGE and NW Natural have many of the same customers.
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PGE Bank Card Transactions
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August 23, 2021

To: Michelle Scala
Public Utility Commission of Oregon

From: Jaki Ferchland
Manager, Revenue Requirement

Portland General Electric Company
UE 394
PGE Response to OPUC Data Request 381
Dated August 9, 2021

Request:

Referring to PGE/500, Bekkedahl-McFarlane/19, lines 7-12,

a. For each month of the test year, please provide the projected number of small commercial
fee free and other commercial customer users and costs of the proposed small
commercial program.

b. Besides Schedule 32, what other commercial customers and respective schedules is PGE
proposing to have available a fee-free bank card payment offering. If none, please
explain why.

c. What tariff or rule language covers this option and where is it located in PGE’s filing?

Response:

a. Please see attachment 381-A for the forecast of non-residential fee free bank card users.
Please note, this forecast was developed in 2020 and PGE is already seeing higher
adoption rates and fees than originally projected.

b. Per the negotiated contract with Visa payment processor, PGE must treat all commercial
customers under a single payment fee structure. As a result, fees are not specific to
commercial customer schedules (all commercial rates charged the same fee), instead PGE
has a limit on card payments applicable to all schedules. The limit for a single fee free
card transaction for any customer type is $5,000 per PGE account.

c. Please see PGE’s response to OPUC Data Request No. 380, part a, for further details on
the authority to offer this option.
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August 23, 2021

To: Michelle Scala

Public Utility Commission of Oregon
From: Jaki Ferchland

Manager, Revenue Requirement

Portland General Electric Company
UE 394
PGE Response to OPUC Data Request 380
Dated August 9, 2021
Request:

Referring to PGE/500, Bekkedahl-McFarlane/18, beginning at line 13, and with reference to
footnote 13 on that page:

a.

What agreement with Staff or approval from the Commission was obtained to expand the
fee free program beyond the residential class of customers or does PGE believe notifying
OPUC staff is sufficient?

Please provide a narrative explaining part “a” above in greater detail.

Once PGE decided to offer the fee free payment options to all other non-residential
customers, did PGE decline to any customer the option to pay by credit card? If yes,
please explain.

In what accounts did PGE record the costs of offering this option, and are the costs
included in any deferral account?

Please provide a breakout of the costs associated with this offering, including type and
dollar amount.

Response:

a.

Commission Order No. 15-356 states “The parties agree that PGE would not launch a
commercial FFBC program in 2016 and would notify Staff no less than forty-five days
before launching a commercial FFBC program.” In accordance with this order, PGE
notified Staff of the inception of the FFBC program for commercial customers at the end of
March 2020.

Due to the urgency of the recession caused by COVID-19, PGE could not give advance
notice of the program. However, because the program was initiated between general rate
case proceedings, the costs of the program were born by the shareholders, not ratepayers.
PGE established dollar limits on program participation and did not decline any customer
this option if their bill was within the established limits.

PGE records the expenses related to all Fee Free Bank Cards in Account 9030001:
CustAcct-CustRecords&Collect. None of the program expenses were included in any
deferred accounts.

Please see PGE’s response to OPUC Data Request no. 158, Attachment 158-A for monthly
costs associated with non-residential customers.
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August 23, 2021

To: Michelle Scala
Public Utility Commission of Oregon

From: Jaki Ferchland
Manager, Revenue Requirement

Portland General Electric Company
UE 394
PGE Response to OPUC Data Request 376
Dated August 9, 2021

Request:

Referring to PGE/500, Bekkedahl-McFarlane/17:

a. Beginning at line 17, for each year since the inception of the fee free bank card program,
how were the costs of the program allocated across customer classes?

b. Please explain why this is a reasonable method of cost allocation.

Response:

a. The costs of the fee free bank program are embedded in the electronic bills and payments
resource center. The combined costs are allocated across all customers based on the
percentage of customers enrolled in paperless billing. PGE has applied this methodology
going back to 2015 when costs for electronic bills were allocated to customers under
200 kW.

b. The program costs are weighted toward customer classes enrolled in paperless billing as
they are more likely to benefit from the program. Residential and small nonresidential
customers are appropriately allocated the majority of the costs with approximately 93%
of the costs being allocated to Schedule 7 customers and approximately 6% being
allocated to Schedule 32 customers.
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August 23, 2021

To: Michelle Scala
Public Utility Commission of Oregon

From: Jaki Ferchland
Manager, Revenue Requirement

Portland General Electric Company
UE 394
PGE Response to OPUC Data Request 378
Dated August 9, 2021

Request:

How is PGE proposing to recover/allocate the costs of a small business fee free bank card
program across customers?

Response:

PGE proposes to allocate the costs of the commercial fee free bank program in the same manner
as the existing program. See PGE’s Response to OPUC Data Request No. 376.
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August 23, 2021

To: Michelle Scala
Public Utility Commission of Oregon

From: Jaki Ferchland
Manager, Revenue Requirement

Portland General Electric Company
UE 394
PGE Response to OPUC Data Request 373
Dated August 9, 2021

Request:

Please provide the most current data capturing significant and uncommon attributes for
residential customers utilizing the fee free bank card program in the same or similar format as
submitted in the PGE Fee Free Bank Card (FFBC) Program Report, 2015 shown here:
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Response:

Attachment 373-A provides the requested information, from which a low-income determination
can be made. Axiom data in this response uses methodology similar to the 2014 example
provided by Staff. Axiom is a third-party contractor, and their data does not provide full income
data for individual customers, as a result other observable data was used to identify lower income
as referenced in PGE’s response to OPUC Data Request 371.
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“PGE Response to OPUC DR 373
Attachment A”
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October 5, 2021

To: Michelle Scala
Public Utility Commission of Oregon

From: Jaki Ferchland
Manager, Revenue Requirement

Portland General Electric Company
UE 394
PGE Response to OPUC Data Request 852
Dated September 21, 2021

Request:

Referring to PGE’s response to OPUC DR 381(b), please:

a. Provide the date(s) that PGE executed or otherwise agreed to terms with a payment
processer company relating to commercial customers fee free card payments.

1. How do the date(s) provided in subpart (a) of this DR compare to the date PGE
notified Staff PGE would begin offering the fee free option to commercial
customers?

1i. Include as an attachment: the contract with the Visa payment processor.
b. Describe how PGE solicited or connected with the Visa payment processor;

c. Explain why the terms of the contract require PGE to treat all commercial customer
schedules under a single payment fee structure;

d. Specify what the per transaction fee (including any flat fees and percentage of bill
amounts) is, and where it 12 is detailed in the contract provided to subpart (a) of this DR;

e. Please explain how commercial customers are defined; and

f. Please explain why or why not industrial customers are included in the answer to subpart
(e) of this DR.

Response:

a. PGE had a phone call with the Energy Rates, Finance and Audits Administrator in March
2020 to notify OPUC of the offering to non-residential customers. Because the
notification was via a telephone call, PGE does not have a record of the specific date of
the call. PGE began offering fee free card payments to non-residential customers on
April 7,2021.

Please see highly confidential attachment 852-A for the executed payment contract and
contract modifications.

b. PGE engaged in the RFP process as established by PGE internal policy. Please see
Confidential Attachments 852-B and 852-C for more information.
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c. Visa® Merchant Operating Rules do not permit “tiered pricing” when a consumer is
paying any portion of the ‘Convenience Fee.’ It must be a fixed or flat fee regardless of
payment amount. Given this operating rule, we cannot offer a “tiered” price to some
commercial customers but not all commercial customers.

d. Please see PGE’s response to OPUC Data Request No. 375.

e. The definition of a commercial customer can be found in ORS 757.602(2) and OAR 860-
038-0005. For the purposes of this program, the participants are differentiated by
residential and non-residential accounts only.

f. Please see part e. above.

Attachment 852-A contains confidential information and is subject to Modified Protective Order
21-237.

Attachment 852-B and 852-C contains protected information and is subject to General Protective
Order No. 21-206.
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Q.

A.

> p > O

Q.

A.

Fjeldheim/1

Please state your name, occupation, and business address.

My name is Brian Fjeldheim. | am a Senior Financial Analyst employed in the
Rates, Finance and Audit (RFA) Division of the Public Utility Commission of
Oregon (OPUC). My business address is 201 High Street SE, Suite 100,
Salem, Oregon 97301.

Please describe your educational background and work experience.
My witness qualification statement is found in Exhibit Staff/501.

What is the purpose of your testimony?

| present Staff analysis in the general categories of non-labor administrative
and general expenses (A&G), information technology (IT) and IT projects,
physical and cyber security, working capital, employee health insurance, other
insurance, amortization expense, the Colstrip decommissioning date, and the
Trojan Nuclear Decommissioning Trust.

How is your testimony organized?

My testimony is organized as follows:

Issue 1. A&G Expenses (Non-Labor)..........cooooiiiiiiiiee, 2
Issue 2. Information Technology (IT) ......uveeieei i, 12
Issue 3. Security (Physical and Cyber) ... 23
Issue 4. Cash Working Capital (CWC).......coooeeiiiiiiieeeeeeeeeen 26
Issue 5. Employee Health Insurance ..., 33
Issue 6. Other INSUFaNCe..........coooo e 36
Issue 7. AmMortization EXPENSE ......ccovvuiiiiiiiiiiee e 39
Issue 8. Colstrip Decommissioning Date ..., 42

Issue 9. Trojan Nuclear Decommissioning Trust ..., 45

PGE UE 394 STAFF OT EXH 500 FJELDHEIM CONF FINAL V2
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Fjeldheim/2

ISSUE 1. A&G EXPENSES (NON-LABOR)

Q. Please summarize Staff’s adjustment for A&G expense.

A. Staff recommends three separate adjustments to 2020 non-labor A&G

expenses totaling [BEGIN CONFIDENTIAL] || (END
CONFIDENTIAL].

Staff finds that the Company has failed to fully provide the required
minimum level of detail necessary to establish the business necessity and
prudence of the expenditures in question and has failed to exclude discrete
labor expenditure data from their responses to SDR 057 and 058(b)." After
engaging with the Company multiple times via email, phone, and Microsoft
Teams, the Company submitted three subsequent revisions to SDR 058,2 as
well as a single revision to SDR 057.3

Despite the efforts from Staff to obtain from the Company the minimum
level of detail required, there remain 760 individual line entries in SDR 057

for 2020 A&G expenditure data with no transaction description, vendor

The instructions for SDR 057 read as follows: “Please provide transaction summaries for Non-
Labor costs recorded in all FERC Accounts for the Base Year. Please place in MS Excel and for
each transaction include: a. Total amount charged, and as applicable, any subtotals assigned to
Non-Utility/Total Company Allocation and/or OR-Allocation; b. Description of cost; c. Name of
vendor (if applicable); d. Business Unit (Profit Center) being charged; e. Service provided (e.g.,
reports to stockholders, lease, etc.).”

The instructions for SDR 058(b) read as follows: “Please provide a separate table in Excel for
each subpart:

For all FERC Accounts, please provide all of the information in the format as shown in
Attachment 58 A or B2. If the requested information is not relevant to the Company’s operations,
please enter “N/A” in the appropriate cell.

Please provide the same information requested in a. above except EXCLUDE Labor
Expense, from all entries.” (Emphasis added)? Staff/502, Fjeldheim/1-4. PGE revised
responses to Staff SDR 058.

Staff/502, Fjeldheim/1-4. PGE revised responses to Staff SDR 058.

Staff/503, Fjeldheim/2-3. PGE revised response to Staff SDR 057.

PGE UE 394 STAFF OT EXH 500 FJELDHEIM CONF FINAL V2
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Q.

A.

Fjeldheim/3

information, or any specific means of determining the nature of the
expenditures in question. There are also more than 7,400 entries for 2020
A&G expenditure data labeled [BEGIN CONFIDENTIAL] |G
[END CONFIDENTIAL] and 12 entries for 2020 A&G expenditure data
labeled [BEGIN CONFIDENTIAL] |GGG (E\D
CONFIDENTIAL] that are labor or labor loading related.* Staff cross
referenced PGE’s confidential SDR 057 response to the revised SDR 058
responses and confirmed these entries are also present in the SDR 058
non-labor A&G totals for 2020. Staff recommends all identified A&G
expenditure dollar amounts be adjusted out of the 2020 Base Year and
disallowed for the 2022 Test Year.®

What are A&G expenses?

Administrative and general (A&G) expenses include human resources,
accounting and finance, insurance, contract services and purchasing,
corporate security, regulatory affairs, legal services, and information
technology (IT), research and development (R&D), employee benefits and
incentives, support services, and regulatory fees that fall within the Federal

Energy Regulatory Commission’s (FERC) definition of A&G.°

Staff/503, Fjeldheim/3, PGE’s confidential response to Staff SDR 057 — Attachment B. Excel file
“UE 394 _OPUC DR 057_Attach B_CONF_", worksheet “Transaction Data”, Excel column N,
submitted on August 27, 2021 via Huddle.

Staff/503, Fjeldheim/4-6, PGE’s confidential response to Staff SDR 057 — Attachment B. Excel file
“UE 394 _OPUC DR 057_Attach B_ CONF_”, worksheet “Transaction Data” with Staff data filters.
Code of Federal Regulations (CFR), title 18, Chapter I, Subchapter C, Part 101 - Uniform System
of Accounts (USOA) Prescribed for Public Utilities and Licensees Subject to the Provisions of the
Federal Power Act, Accounts 920 — 935. Available at: https://www.ecfr.gov/current/title-
18/chapter-l/subchapter-C/part-101.

PGE UE 394 STAFF OT EXH 500 FJELDHEIM CONF FINAL V2
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Fjeldheim/4

Regarding non-labor A&G expenses, several members of Staff performed
individual analysis on various subcomponents of A&G. In my testimony, |
address the following A&G subcomponents: office supplies and expenses
(FERC 921), administrative expenses transferred — credit (FERC 922), outside
services employed (FERC 923), duplicate charges — credit (FERC 929),
miscellaneous general expenses (FERC 930.2), rents (FERC 931), and
maintenance of general plant (FERC 935). | also review a few categories of
labor A&G in subsequent sections of my testimony.

Expenses for customer service, customer assistance, management
deferred compensation plan, supplemental executive retirement plan,
corporate image advertising, memberships, dues, cash contributions and
donations, research and development (R&D), and directors and officers (D&O)

insurance are addressed by other members of Staff in opening testimony.’

. Please summarize the Company’s overall request for A&G expense.

In the Company’s filing, PGE reports actual A&G expenditures of $193.0 million
in 2020, budgeted expenditures of $205.6 million in 2021, and a forecasted
2022 Test Year amount of $186.9 million.8 According to PGE, the primary
drivers of the $6.1 million decline in Test Year A&G expenses (from 2020

actuals to the 2022 Test Year) are:®

Staff/300, Cohen — addresses all manner of wages, salaries, and compensation accounts;
Staff/400, Scala — addresses customer service accounts; Staff/600, Dloughy — addresses
pensions and post retirement health accounts; Staff/1100, Moore — addresses D&O accounts;
and Staff/1600, Kim — addresses R&D accounts.

8 PGE/401, Ajello-Batzler/1.

®  PGE/400, Ajello- Batzler/6 at Table 1 and PGE/401, Ajello-Batzler/1.

PGE UE 394 STAFF OT EXH 500 FJELDHEIM CONF FINAL V2
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Fieldheim/5

o Elimination of severance expenses ($0.0 in 2022 compared to $8.4 million
in 2020);

. Reduced incentives expense by $15.4 million ($13.7 million in 2022
compared to $29.9 million in 2020);

. Increased insurance expense of $5.4 million ($17.9 million in 2022
compared to $12.6 million in 2020);

. Increased benefits costs of $7.2 million ($59.6 million in 2022 compared to
$52.3 million in 2020);

. Corporate cost reduction of $4.4 million ($0 in 2020).

. Does Staff analyze A&G expense in the same way as the Company?1°

No. The Company does not separate labor from non-labor to forecast its A&G
expense. The Company uses a combination of labor and non-labor expenses
to derive their Base Year and Test Year A&G expenses and rolls these costs
into Company specific cost centers.

In contrast, Staff analyzes the labor and non-labor components of A&G
separately and by FERC account rather than the Company-created “cost
centers.” Labor expenses receive specific Staff review and analysis are
addressed by Staff witness Heather Cohen in Staff/300. Additionally, certain
labor loading expenses (i.e. pension and retirement benefits, payroll taxes,

incentive pay, etc.) are analyzed separately by various Staff.

A&G dollar amounts provided in PGE/200, Tooman — Batzler/6 at Table 1; PGE/400, Ajello-
Batzler/2 at Table 1; and PGE/401, Ajello-Batzler/1 include components of labor and/or labor
loading expenses, such as benefits, incentives, and paid time off (PTO).

Id.
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To determine the reasonableness of the Company’s Test Year forecast for
non-labor A&G, Staff often relies on its analysis of actual A&G expense in
previous years and compares Base Year actuals to the Company’s forecasted
Test Year expense. To do this, Staff reviews PGE'’s expenses by FERC
account. OAR 860-027-0045 specifies that PGE must adhere to the Uniform
System of Accounts (USOA) adopted by FERC for accounting. Under USOA,
expense for A&G is recorded in FERC accounts 920-935.

To facilitate its review of the labor and non-labor components of A&G,
Staff created Standard Data Requests (SDRs) that each utility must answer at
the time it files a general rate case (GRC). SDR 057 requires the Company to
provide all of its actual non-labor expenses and revenues, by FERC account,
for the Base Year. SDR 058 requires the Company to provide forecasted
summaries of expense for the Test Year, by FERC account. SDR 058 also
requires the Company to provide all expenses and revenues, by FERC
account, for the Base Year and the preceding two years. SDR 057 instructs
that only non-labor expenses be reported, and SDR 058 instructs utilities to

separately report labor and non-labor expenses.

. How did Staff review PGE’s non-labor A&G costs at issue in testimony?

Staff relied on PGE’s actual expenses recorded in the FERC accounts to
review year-to-year changes in non-labor expenditures for major functional
areas by FERC account. Staff also relied upon the Company’s responses to

SDR 057 to verify SDR 058 Base Year non-labor dollar figures for 2020 and to

PGE UE 394 STAFF OT EXH 500 FJELDHEIM CONF FINAL V2



10

11

12

13

14

15

16

17

18

19

20

21

Docket No: UE 394 Staff/500

Fjeldheim/7

investigate expense recorded in A&G accounts by line item cost detail
information using individual cost elements (CE).

This review process was not simple. The Company submitted three
revisions to SDR 058 after its initial filing as well as a single revision to SDR
057. The revised filings were generally prompted by Staff inquiries by phone,
e-mail, and Microsoft Teams attempting to understand discrepancies or lack of
specified information in the SDR responses. Notwithstanding the revisions at
Staff’s prompting, the revised SDR 057 response still contains [BEGIN
CONFIDENTIAL] -[END CONFIDENTIAL] individual A&G transaction line
items with blank entries for expenditure “line description”'? and “vendor”13

totaling [BEGIN CONFIDENTIAL] [l [(END CONFIDENTIAL].

. PGE’s 2022 Test Year is based on its forecasted costs. Why is it relevant

that PGE’s FERC accounts for actual A&G expense in 2020 include
unidentified expense?

Staff compared PGE’s forecasted expense for the same FERC accounts for
2021 and 2022. PGE'’s forecasted expense is consistent with its historic actual
expense. Meaning it appears that the expense PGE is planning for in 2022 is
the same type of expense it incurred in 2020. Accordingly, Staff is unable to

ascertain the reasonableness of unidentified expense.

. Did you find other expenses in PGE’s historic actual non-labor expense

that is not appropriate for recovery in the Test Year?

12 Staff/503, Fjeldheim/4. PGE Excel file “UE 394_OPUC DR 057_Attach B_CONF_", worksheet
“Transaction Data”, Excel column N = “blank”.
3 Id., Excel column Q = “blank”.
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A. Yes, Staff found that PGE recorded labor expense as non-labor expense in the

data provided in its responses to both SDR 057 and 058. Recovery for labor
expense is addressed separately and presumably included in other
components of PGE’s revenue requirement reviewed by Staff witness Cohen.
Labor expense should not be recovered as non-labor A&G, or else it is likely it
would be double recovered. Despite the Company’s assistance with identifying
and filtering specific cost elements (CE)'* associated with labor and labor
loading expenses from PGE’s revised SDR 057 response, Staff identified
additional transactions with labor descriptions, either in Excel column | titled
“Cost Elm Description” or Excel column N titled “Line Description”. Using a
description of “gross earnings” as a filter criteria in Excel column N, Staff
identified just over [BEGIN CONFIDENTIAL] - [END CONFIDENTIAL]
transactions that are labor related, totaling [BEGIN CONFIDENTIAL]
I (END CONFIDENTIALL'™ Staff further identified 12 transactions
using a description of “LL-Postretirement Service Cost” as a filter criteria in

Excel column N that are labor related, totaling [BEGIN CONFIDENTIAL]

I (END CONFIDENTIAL].™

Q. How did Staff exclude labor expenses from SDR 057 data?

Per phone conversations and email correspondence with PGE representatives, CE series 13XX =
paid time off (PTO); CE 2903 = payroll taxes; and 51XX = labor loading and overheads. All of
these CEs were filtered out as part of Staff's analysis.

Staff/503, Fjeldheim/5. PGE Excel file “UE 394 OPUC DR 057_Attach B_CONF_", worksheet
“Transaction Data”, Excel column N =
Staff/503, Fjeldheim/6. PGE Excel file
“Transaction Data”, Excel column N =

DR 057 Attach B_CONF_”, worksheet
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A. Staff started with the 2020 actuals included in PGE’s response to SDR 057.

Staff then used data filters to exclude labor and labor-related loading expenses
from the expenditure details to build an accurate non-labor expense data set
for the 2020 Base Year.

Staff excluded the following CEs: 13XX — Paid time off and vacation
holiday account (VHA) and earned time off (ETO); 2903 — payroll taxes; and
51XX series — which includes expenses such as pension service cost,
incentive overhead, allocated payroll taxes, etc.’”” Overall, Staff excluded
employee benefits (net of capital allocations) of [BEGIN CONFIDENTIAL]
I (END CONFIDENTIAL], incentives of [BEGIN CONFIDENTIAL]
I (END CONFIDENTIAL], and paid time off (PTO) of [BEGIN
CONFIDENTIAL] [l [(END CONFIDENTIAL]. All of these are labor or

labor loading expenses.

17

Staff/502, Fjeldheim/9-10. PGE response to SDR 078, PGE Attach A. Note: PGE made a small
typographical error in their response title to SDR 078. The Company refers to SDR 070 instead of
SDR 078. The narrative content and associated Attachment A respond to SDR 078.
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IBEGIN CONFIDENTIALI

[END CONFIDENTIAL]

Q. What adjustment did Staff make based on this analysis?
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Staff excluded these expenses because they are labor expenditures and
should have been excluded from the Company’s responses to SDRs 057

and 058(b), which should only include non-labor expenditure data.

. How does Staff know the labor expenses excluded by Staff’s adjustment

are included in PGE’s forecasted Test Year expense?

PGE’s 2022 Test Year forecast for the FERC accounts at issue is consistent
with the 2020 historic actuals before Staff’'s adjustments to remove the labor
expense and unidentified expense. Unless PGE replaced these unidentified
and labor expenses recorded in 2020 with other expenses of relatively equal

value, the labor expenses remain in PGE’s A&G projections for 2022.

. Please summarize Staff’s adjustments to the Test Year forecast for

non-labor A&G expense?

Staff proposes three separate A&G adjustments.

Adjustment #1. Remove [BEGIN CONFIDENTIAL] || (END
CONFIDENTIAL] of unidentified expense.

Adjustment #2. Remove [BEGIN CONFIDENTIAL] || (EnD
CONFIDENTIAL] of “gross salary”, which is a labor related
expense.

Adjustment #3. Remove [BEGIN CONFIDENTIAL] ||l (END
CONFIDENTIAL] of “LL-Postretirement Service Cost,” which

is also a labor expense.
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ISSUE 2. INFORMATION TECHNOLOGY (IT)

Q. Please summarize Staff’s adjustments for IT projects.

A. Staff proposes three separate adjustments for IT related rate base totaling

[BEGIN CONFIDENTIAL] | (END CONFIDENTIAL].

Adjustment #1.

Adjustment #2.

Adjustment #3.

Reduce the 2020 desktop/laptop computer replacement
project by [BEGIN CONFIDENTIAL] || (END
CONFIDENTIAL] to reflect a three-year annual average for
2018, 2019, and 2021 expenditures. On average, PGE spent
approximately [BEGIN CONFIDENTIAL] || (Eno
CONFIDENTIAL] per employee for computer hardware and
accessory replacement.1® 19

Dis-allow PGE customer mobile app expenditures of [BEGIN
cONFIDENTIAL] [l (END CONFIDENTIAL]. PGE
is building and migrating to a new, mobile enabled Company
website. The customer app projects appear duplicative in
light of the mobile enabled functionality of PGE’s customer
facing website.

Reduce the Physical Access Control System (PACS) by
$3.02 million, resulting in an average price of $10,000 per
door/access point versus [BEGIN CONFIDENTIAL] |

[END CONFIDENTIAL] per door/access point.

8 Staff/503, Fjeldheim/9-10. PGE response to Staff DR 461, Confidential Attachment A.
19 Staff/503, Fjeldheim/14-16. PGE response to Staff Confidential DR 791, Confidential Attachment

A
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At this time, the Company has not yet fully responded to Confidential Staff

DR 790. Due to the Company’s pending response, Staff reserves the right to
further investigate the IT projects listed in DR 790 and may make future
adjustment(s) to any of the IT projects listed therein.

Q. Please summarize PGE’s “IT Projects” included in this rate filing and
what they do.

A. In PGE’s response to Staff data DR 461, the Company identified [BEGIN
CONFIDENTIAL] . [END CONFIDENTIAL] individual IT projects with costs

exceeding $250 thousand. These projects consist of [BEGIN

conripenTiAL

I (END CONFIDENTIALY], for a combined total IT capital project
addition of [BEGIN CONFIDENTIAL] [l (END CONFIDENTIAL].
Out of these projects, Staff identified four groups of projects totaling

[BEGIN CONFIDENTIAL] |l (END CONFIDENTIAL] that prompted
additional analysis and investigation:

Group 1. This group includes the desktop/laptop life cycle replacement

expenditures for the past four years totaling [BEGIN

conrienTiaL I
I (END CONFIDENTIAL].? These expenditures

result from replacement of employee desktop computers [BEGIN

20 Staff/503, Fjeldheim/9-10. PGE response to Staff DR 461, Confidential Attachment A. PGE
projects [BEGIN CONFIDENTIAL] S (<>

CONFIDENTIAL].
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CONFIDENTIAL] [ [END CONFIDENTIAL] and
laptoprtablet computers [BEGIN CONFIDENTIAL] || NG
[l [END CONFIDENTIAL] as well as associated computer

accessories (monitors, keyboards/mice, headsets, etc.). The
Company’s median cost for replacement computers (and associated
peripherals) is [BEGIN CONFIDENTIAL]- [END
CONFIDENTIAL] per desktop computer and [BEGIN
cONFIDENTIAL] [l END CONFIDENTIAL] per laptopitablet
computer. Based on PGE’s response to confidential Staff DR 791,
the Company is spending approximately [BEGIN CONFIDENTIAL]
I (END CONFIDENTIAL] per employee for computing
devices and computer related expenses, with the exception of 2020.
In 2020, the Company’s desktop/laptop expenses nearly doubled
compared to 2019 actuals and the amount budgeted for 2021.21
This group includes the mobile app projects developed and deployed

for PGE’s customer mobile application, which allows customers to

isec conrpenTiaL) I

21 Staff/503, Fjeldheim/14-16. PGE response to Staff Confidential DR 791, Confidential Attachment

A
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Group 3.

Group 4.

Fjeldheim/15

I (<D CONFIDENTIALI” The

company spent [BEGIN CONFIDENTIAL] [l (EnD
CONFIDENTIAL] to develop, deploy, and enhance the customer app.
In light of the Company’s development and deployment of a new,
mobile enabled website, the costs associated with these projects
appear to be duplicative and unnecessary.

This group includes the buildout out of PGE’s new website, migration
from the old website to the new platform, and coordination with other

IT projects, including the Mobile Web project. The new website

BeciN conFipenTAL] [
I (END CONFIDENTIAL]Z

This group includes the PACS project, which is a “Replacement of

PGE’s outdated and unsupported physical access control system

(AMAG). The new [BEGIN CONFIDENTIAL] NG

I (END CONFIDENTIAL]* Per PGE's response to

Confidential Staff DR 792, the PACS project upgrades [BEGIN

2 Staff/503, Fjeldheim/9-10. PGE confidential response to Staff DR 461, Confidential Attachment A.

PGE projects [BEGIN CONFIDENTIAL
23 |d., projects [BEGIN CONFIDENTIAL
24 |d., project [BEGIN CONFIDENTIAL]

[END CONFIDENTIAL].
ND CONFIDENTIAL].
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conrioenTiaL) I
I (=\> CONFIDENTIAL]

Q. How did Staff review and analyze the Group 1 -4 IT Projects?

A. Staff reviewed Mr. Ajello’s and Mr. Batzler’s testimony, noting in particular their
statements that the Company is “continuing to be increasingly reliant on
evolving technology. This increases our need for more resilient, secure, and
reliable systems with which to conduct operations and provide customer
service.” 2 However, most of the testimony provided deals with operations and
maintenance (O&M) costs and not the underlying IT projects. Staff issued a
series of data requests to gain a better understanding of the functionality and
underlying business need for these IT projects, why they are needed now, and
what steps the Company took to achieve least cost/least risk solutions.?®

Q. Please discuss Staff’s analysis of the desktop/laptop replacement
projects (Group 1).

A. Staff reviewed four years of summary expenditure data pertaining to
desktop/laptop replacement expenses and observed that 2020 desktop/laptop
expenditures effectively doubled compared to 2018 and 2021. Staff also
requested the Company provide a description and the price point for a

“median” desktop and laptop configuration. Staff then compared these median

25 PGE/400, Ajello-Batzler/pages 24-28.
%6 Staff/503, Fjeldheim/14-24. PGE responses to Confidential Staff DRs 789 and 791-792.
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systems against other commonly available systems with similar

performance/features.?’

Figure 1 [BEGIN CONFIDENTIAL]

[END CONFIDENTIAL].
Because the 2020 expenditures are significantly higher than the other three
years reviewed, Staff proposes to reduce the permissible 2020 expense using
a three-year average for 2018, 2019, and 2021 of [BEGIN CONFIDENTIAL]
I (END CONFIDENTIAL].

Q. Why does Staff believe its proposed Test Year expense is more

reasonable than the amount proposed by the Company.

27 Staff/503, Fjeldheim/14-16. PGE response to Confidential Staff DR 791, Confidential Attachment
A. Staff also used pricing for Dell desktop systems available from CDW accessed here:
https://www.cdw.com/search/computers/desktops/mini-
pcs/?w=CA2&In=0&b=DLE&filter=af processor type ca2 ss:(%22Core+i5%22)&maxrecords=72
The laptop configuration in use by PGE appears to be no longer offered by Dell or CDW, but Staff
was able to identify a product review conducted by pcworld.com, including a 2019 price point,
accessed here: https://www.pcworld.com/article/397631/dell-latitude-7400-2-in-1-review.html.
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A. Based on the four year average spend for computing devices of [BEGIN
CONFIDENTIAL] [ (END CONFIDENTIAL] per employee, the
Company is spending the equivalent of a midrange priced laptop or an upper
end priced desktop computer every two years. This dollar amount does not
comport with the Company’s stated lifecycle replacement program for laptop
and desktop computers.

Q. Please discuss Staff’s analysis of the mobile app and new website
projects (Groups 2 and 3).

A. Staff reviewed a number of online resources to determine the relative price
points for corporate web apps, to include design, development,
implementation, and ongoing maintenance and upgrades costs. Unfortunately,
Staff identified only broad pricing metrics and generic descriptions for these
types of projects. Staff also analyzed and compared the general project
capabilities provided in PGE’s response to Confidential Staff DR 461,22 and it
appears that most of the customer-facing capabilities of the mobile app
projects are duplicated in the new website’s mobile enabled features.

Staff downloaded and attempted to test PGE’s mobile app on an Android
cellphone and an Apple iOS cellphone. On both devices, the PGE app
required an immediate user id and password and there was no app
functionality without first logging in. In comparison, the Company’s website

appears to be mobile enabled and there was a wealth of information available

28 Staff/503, Fjeldheim/9-10. PGE confidential response to Staff DR 461, PGE Attach A CONF,
proects (BEGIN CONFIDENTIAL ]

[END CONFIDENTIAL].
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without needing a user id or password login. Staff tested the mobile
functionality of the website by turning off high-speed internet connection and
using 4G and 4G LTE mobile data connections. Staff did not notice any undue
system lag or web page latency that could not be explained by a 4G and 4G
LTE data connection. Due to the fact that the Staff member is not a PGE
customer, we were unable to further login and test customer specific features.
Based on the website’s main menu options, it appears that customers can:
start/stop/move service; access their account, billing and online payments;
report outages; contact customer support; and obtain information about various
PGE programs and news. In short, the new website appears to be fully
functional in a mobile environment.

Staff also researched online resources for general pricing and
development metrics used in commercial app development. Unfortunately, due
to the wide range of app complexity, the number of possible app features
available, the options for compatibility with multiple device types, and scale of
app functionality that can be designed, Staff was unable to identify specific cost
or feature metrics with regard to how much a mobile app should cost compared
to its feature content.

Based on the customer service features available and the relative speed
with which the Company’s website can be accessed using a mobile
connection, it appears the [BEGIN CONFIDENTIAL] ||l (END
CONFIDENTIAL] devoted to the mobile app development is duplicative and

should be removed from the rate case.
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Q. Please discuss Staff’s analysis of the PACS project (Group 4).

A. Staff researched access control systems online to learn how these systems

work, the basic parameters of an access control system, product types and
offerings, and the general development process for a large company corporate
access system.?%. 30 Based on this research, it appears there is a range of
remote access security systems available, from single door installations with
simple numeric key pad or electronic key card access to multi-site high security
systems using biometric and multi factor authentication entry access devices.
For most corporate level access systems, it appears that installation and
equipment costs, along with any first year software license expenses, ranges
from $1,500 to $10,000 per door, depending on the sophistication of the
security features at each access point, and whether the primary electronic
control system uses a physical server on premises or a third party remote
cloud solution.

Per PGE'’s response to Confidential Staff DRs 461 and 792, the PACS

project will secure [BEGIN CONFIDENTIAL] [

I (END CONFIDENTIAL]. Based on Staff's research, the most

expensive door systems use biometric scanners, electronic locking systems,

29

30

“How Much Does Access Control Cost Per Door?” Acme Locksmith Security Blog accessed here:
https://www.acmelocksmith.com/blog/how-much-does-access-control-cost/ and Staff

502/Fjeldheim/11-19.
“How Much Do Access Control Systems Cost?” Vizpin Access Control Pricing blog accessed
here: https://vizpin.com/blog/access-control-pricing/ and Staff 502/Fjeldheim/20-22.
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dedicated software integration, and system installation at a per door price
ranging from $2,500 - $10,000.3"

Staff would like to note that one of the drivers on the upper end door
pricing involves the degree to which electrical cabling needs to be installed
between the door site and the primary control system. Installation costs tend to
be more expensive when access controls systems are a retrofit to doors
without a previous system installed or when installed after building construction
is complete. Due to the fact that PGE’s integrated operations center (I0C) is
new construction, it is Staff's position that the door costs should be significantly
lower than retrofitting doors at the already-constructed World Trade Center
offices or other existing PGE offices and locations.

Based on the apparent premium paid per door/access point, Staff
recommends that the PACS project be adjusted by $3.02 million, which would

drop the per door price from [BEGIN CONFIDENTIAL] || NG
[END CONFIDENTIAL].

. Is Staff proposing any adjustments for IT projects?

Yes. Staff recommends three separate adjustments to IT project rate base

totaling [BEGIN CONFIDENTIAL] |l [END CONFIDENTIAL].

Adjustment #1. Reduce the 2020 desktop/laptop computer replacement
project by [BEGIN CONFIDENTIAL] | (END
CONFIDENTIAL] to reflect a three year annual average for

2018, 2019, and 2021 expenditures;
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Adjustment #2.  Dis-allow PGE customer mobile app expenditures of [BEGIN
CONFIDENTIAL] [ [END CONFIDENTIAL]. PGE
is building and migrating to a new, mobile enabled Company
website.

Adjustment #3. Reduce the Physical Access Control System (PACS) by
$3.02 million, resulting in an average price of [BEGIN

conripenTiAL

I (END CONFIDENTIAL] per door/access point.
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ISSUE 3. SECURITY (PHYSICAL AND CYBER)

Q. Please summarize Staff’s adjustments for physical and cyber security
projects.

A. Staff does not recommend an adjustment for costs related to either physical
or cyber security at this time.

Q. Please summarize PGE’s security expenditures in this rate filing.
Regarding PGE’s physical security expenditures, physical door/access point
control expenditures are addressed in the preceding IT issue testimony.
Regarding cyber security, a portion of the Company’s cybersecurity
investments appear to be included in PGE’s construction of the new I0OC. PGE
testifies that its “IOC will better allow us to bring together grid control, and
cyber, physical, and network security into one center.”3? The Company
provides an overview of its business continuity and emergency management
(BCEM) projections for increased costs in the Test Year.3® PGE’s testimony
reflects the security component of BCEM is projected to increase $300,000, or
10.5 percent, from 2020 to the 2022 Test Year. The Company notes:

The primary driver behind increasing security costs in 2022 is the
additional labor needs to staff our Integrated Security Operations
Center (ISOC). We are developing a more centralized capability
as we move into the Integrated Operations Center (1 I0C) and
taking on additional monitoring responsibility across the system.
Specifically, we are expanding our coverage in the ISOC to have
24/7 on-site monitoring and response capability. Further, PGE’s

World 4 Trade Center (WTC) downtown offices have experienced
a trend of increasing encounters with individuals engaged in civil

32 PGE/800, Bekkedahl — Jenkins/ at page 15.
33 PGE/400, Ajello-Batzler/ at pages 12-13, Table 4.
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unrest, requiring additional investment in our security
organization.34

The Company spends on average approximately $15.97 million on cyber
security O&M (this spending is independent of capital project spending).3°
Beginning in 2019, the Company began to significantly increase cyber security

operational spending.

Figure 2
Cyber Security
0&M ($000's)
$21,000 $19,115 $18,924 $19,606
$19,000
$17.000 | $15,333
$15,000 |
$13,000
$11,000
59,000 | $10.514
$7,000
2018 2019 2020 2021 2022

(projected)

e ANnual spend  es—A4 yr avg

. How did Staff review cyber security and physical security spending?

Staff issued a series of DRs requesting additional information on Company
cyber security spending and narrative details on any data breaches or cyber
intrusions in the past five years.3® PGE responded that it has not suffered a

data breach nor has it suffered any damage to its systems as a result of an

34 PGE/400, Ajello-Batzler/at pages 15-16.

35
36

Staff/502, Fjeldheim/26. PGE response to Staff DR 451.
Staff/502, Fjeldheim/23-25. PGE’s responses to Staff DRs 449-450.

PGE UE 384 STAFF OT EXH 500 FJELDHEIM CONF FINAL V2



10

11

12

13

14

Docket No: UE 394 Staff/500

Fjeldheim/25

external cyber intrusion during this time period.3” Additionally, the Company
has not received any notification from the North American Electric Reliability
Corporation (NERC) of a Critical Infrastructure Protection (CIP) violation(s)

related to cyber security during this time period. The Company noted that it
self-reported potential CIP violations to the Western Electricity Coordinating

Counsel (WECC) during this time period.3® [BEGIN CONFIDENTIAL] ||}

I (END CONFIDENTIAL].®

. Does Staff recommend an adjustment(s) for physical or cyber security

projects?
No. Staff does not recommend an adjustment for either physical or cyber
security at this time. Staff continues to review PGE’s response to Staff DR 790

and may alter this recommendation in a later round of testimony.4°

37

38
39
40

Staff/503, Fjeldheim/24-26. PGE’s confidential response to Staff DR 453, PGE Confidential
Attachment A.

Id.

Id.

PGE provided a voluminous response to Staff DR 790 on October 4, 2021.
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ISSUE 4. CASH WORKING CAPITAL

. Please summarize Staff’s adjustments for cash working capital (CWC).

Staff recommends using a historical average using the working cash factor
calculated in the current filing lead/lag study and the working cash factor
lead/lag calculation from the prior two rates cases.*' This results in an
adjustment of $5.565 million to rate base, and a working cash factor reduction
of 0.3259 percent (Staff adjusted CWC rate of 3.8905 percent versus Company
filing of 4.2164 percent)*? for Company adjusted revenue requirement, based

on adjustments from Staff and Parties Opening Testimony.

. Please provide a summary of the Company'’s filed proposal for CWC.

The Company provided a copy of their most recent lead/lag study, conducted
for 2019. Based on this lead/lag study, the Company applied the resultant
CWOC factor of 4.216 percent to the projected Test Year operating expenses of
$1,736.3 million. This resulted in PGE’s calculated CWC Test Year need of

approximately $73.2 million.*3

. Please describe the components of PGE’s lead/lag study and how it is

used in the Company’s rate case.
Generally, a utility provides service to customers prior to receiving payment
(revenue lag). When a utility purchases goods and services, there is normally

a billing delay for the payment to the vendor/seller (expense lead). Calculating

41
42
43

See Docket Nos. UE 335 and UE 319.

CWC in rate base = CWC factor % x projected TY operating expenses.

PGE/200, Tooman — Batzler/page 24 at 13-18; PGE work paper, Excel file “Lead-Lag Working
Cash Factor_2022”; and PGE/200 work paper, Excel file “Exhibit Support 2022, tab “Rev Req
Base”.
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an appropriate level of CWC relies on two components, 1) the number of days
of revenue lag and expense lead the utility experiences in a Test Year; and 2)
the dollar amounts for each.

To determine lead/lag days, transactions for the year are sampled and
analyzed. In the 2019 study, PGE grouped these transactions into six major
groups: revenues, fuel, purchased power, labor, overhead and maintenance
(O&M), and taxes.

Once the lead/lag days are determined, the annual dollar amounts for
each of the six major groups are multiplied by the lead/lag days to calculate
“total dollar days.” The total revenue lag is calculated by dividing the total
dollar days by the “annual dollars.” The same relationship is also true for
calculating total expense lead. The difference between the revenue days and
expense days is divided by 365 days in a year to determine the lead/lag factor.
This factor is then multiplied by the total projected O&M expense to estimate

cash working capital needed in the Test Year.*4

. Please describe Staff’s analysis of the Company’s proposed Test Year

CWOC factor.
Staff first compared the Company’s proposed lead/lag factor of 4.216 percent
against the lead/lag factor proposed in its previous five general rate cases

(GRCs) as shown in Figure 3 on the following page. In the third column, Staff

44 UE 394 PGE Work papers\UE 394 PGE Work Papers_200_Non Conf, Excel File “Lead-
Lag_Working Cash Factor_2022".

PGE UE 394 STAFF OT EXH 500 FJELDHEIM CONF FINAL V2
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study or based on an order from a prior docket.
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notes whether the lead/lag factor proposed was the result of a new lead/lag

Figure 3
Proposed PGE New Lead/Lag CWC Factor -
Docket No. CWC Factor (%) Study Final Order
(A) (B) (€) (D)
UE 262 3.980 Yes 3.700
UE 283 3.700 No. UE 262 3.700
UE 294 3.628 Yes 3.628
UE 319* 3.789 Yes 3.628*
UE 335 4.063 Yes 3.827
UE 394 - 4.216 Yes n/a
proposed
*During Docket No. UE 319, the Company completed a newer lead/lag study, which Staff
incorporated into its final analysis for Docket No. UE 335.

PGE UE 394 STAFF OT EXH 500 FJELDHEIM CONF FINAL V2

Q. Is PGE’s proposed CWC factor of 4.216 percent reasonable?
In Figure 4, Staff presents PGE’s proposed CWC factors as well as the CWC
factors from five previous rate case filings. Compared to PGE's prior lead/lag

studies, the proposed 4.216 percent CWC factor is well outside of the norm.




10

11

12

13

Docket No: UE 394

4.300
4.200
4.100
4.000
3.900
3.800
3.700
3.600
3.500
3.400

Staff/500
Fjeldheim/29
Figure 4
PGE CWC Factors per Final Order
a
-"'2.(.)22 Y

UE 215 UE 262 UE 283 UE 294 UE 319 UE 335 UE 394 -
proposed

Q. Has Staff determined why the most recent lead/lag study used in UE 394

results in a working cash factor that is significantly higher than the CWC

in PGE’s previous GRC?

A. Yes. Staff compared the six major groups and determined between the

lead/lad studies used in UE 335 and UE 394, that all six major groups saw

significant changes in their relative dollar amounts and their relative dollar days

The increased CWC factor for UE 394 results primarily from a 2.4 percent

increase in total revenues, as compared to a 14.6 percent increase in total

expenses in the study time period. In particular, labor expenses increased

31.3 percent, total O&M expenses nearly doubled, and total taxes increased

34.6 percent.

PGE UE 384 STAFF OT EXH 500 FJELDHEIM CONF FINAL V2
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Figure 5
Lead/lag studies UE 394 ($000's) UE 335 ($000's) Delta ($000's) Delta (%)
Total Revenues 1,778,044 1,732,696 45,349 2.6%
Total Fuel 261,771 219,433 42,338 19.3%
Purchase Power 444,608 514,121 (69,513) -13.5%
Total Labor 449,237 342,049 107,188 31.3%
Total Misc O&M 144,493 74,924 69,570 92.9%
Total Taxes 125,144 92,941 32,202 34.6%
Total Expenses 1,425,252 1,243,468 181,784 14.6%

Combining this with a slight increase in revenue lag days (1.44 days) and
slight decline in expense lag days (negative 1.17), results in the PGE’s

proposed working cash factor of 4.216 percent.

. Does Staff have an explanation for the increase in the six major groups

underlying the revenue/expense lag days in the Docket No. UE 394
study?

PGE did not provide a rationale for the increase in the six major groups.
However, based on Staff’'s analysis described in testimony above, Staff
believes that this increase is anomalous and does not represent PGE’s on-
going state of operations. For example, in the 2019 study, Federal taxes
declined slightly, which makes sense in light of corporate tax rate reductions
resulting from the Federal Tax Cuts and Jobs Act in 2019. However, it is
unclear why Oregon state income taxes increased nearly fourfold beginning in
2019. One possible explanation is Oregon’s corporate activity tax (CAT) was

signed into law in 2019,%° but no justification is provided by PGE regarding the

45 2019 Oregon House Bill (HB) 3472A, beginning on page 29, available at
https://olis.oregonlegislature.gov/liz/2019R1/Downloads/MeasureDocument/HB3427/Enrolled.
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increased Oregon taxation expense and whether it should be expected on a

going forward basis.

. What is Staff’s recommendation regarding the CWC rate?

Staff recommends using the same methodology Staff used in PGE’s prior

rate case and averaging the Company’s prior three CWC factors calculated

for each of PGE’s most recent general rate cases, which were Docket Nos.

UE 319, UE 335, and UE 394. This results in an average CWC factor of

3.8903 percent. Staff proposes this adjustment to the CWC factor because

. The CWC factor for the Test Year forecasts cash working capital in
rate base not for a single year but for the period of time rates are in
effect;

. As demonstrated, the increasing revenue lag, significant increase in
operating expenses between studies, and the modest declining
expense lag result in a moderate impact to the CWC factor; and

. The revenue lag days, the projected UE 394 CWC factor, and the growth
in expenditures without offsetting revenue growth appear to be

anomalous when compared to the prior studies

. What is Staff’s recommendation regarding the amount of CWC to

include in PGE’s Test Year revenue requirement?

Staff’'s recommendation is to apply the average CWC factor of

3.8903 percent to the final O&M expenses included in the Commission final
order. Based on Staff’s opening testimony, Staff proposed Test Year O&M

expenses are $1,736.3 million. Applying a 3.8903 percent CWC factor to

PGE UE 394 STAFF OT EXH 500 FJELDHEIM CONF FINAL V2
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PGE’s proposed O&M expenses of $1,736.3 million results in
$66.416 million CWC in rate base; a reduction to the Company’s Test Year

CWC in rate base of ($5.568) million.
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ISSUE 5. EMPLOYEE HEALTH INSURANCE

Q. Please summarize Staff’s adjustments to Test Year expense for health
insurance.

A. Staff proposes no adjustment for these expenses.

Q. Please summarize the Company’s proposed Test Year expenses for
health insurance benefits.

A. The following table illustrates the Company’s medical benefit costs*® and
additional employee benefit coverages for the Base Year, the preceding two

years, and the Test Year Pro Forma amounts.

Figure 6
a-Dec-2018 | a-Dec-2019 | a-pec-2020 | P€€7202 | poc_p0p || Schanee | %change

Benefit Description budgeted 2020 to 2022|2020 to 2022
Benefits Administration 481,868 565,810 787,059 764,336 786,168 (890) -0.1%
Employee Assistance Program 69,604 55,819 93,890 85,320 85,320 (8,570) -9.1%
Employee Wellness Program 368,404 198,980 91,039 241,701 244,399 153,359 168.5%
Group Life Insurance 1,058,377 1,223,537 1,335,046 1,600,939 1,605,427 270,381 20.3%|
Health & Dental Plan 47,270,077 51,765,226 = 47,619,945 49,871,449 53,316,637 5,696,692 12.0%|
Health Reimbursement Account =~ 3,204,489 2,383,002 2,024,970 2,323,152 2,332,272 307,302 15.2%
Long Term Disability Benefits 1,016,575 | 1,735,049 2,114,003 1,894,926 2,238,534 124,531 5.9%
Short Term Disability Insurance 657,288 680,004 651,090 664,400 726,800 75,710 11.6%

Total 54,126,682 58,607,427 54,717,043 57,446,223 61,335,557 6,618,514 12.1%)

Q. How did Staff analyze PGE’s expense?

A. In previous rate cases, Staff have used a range of historical data to perform
trend analysis and determine reasonable Test Year expenditure levels. To
determine the reasonableness of PGE’s proposed Test Year, Staff calculated a

three-year historical average for non-labor expenses with a year-over-year

46 Staff/502, Fjeldheim/5-8. PGE response to Staff SDR 063. Health and dental costs are
combined in a single line item in Figure 6.
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medical care inflation/escalation factor. For annual medical care
inflation/escalation rates, Staff used the Kaiser Family Foundation (KFF) 2020
annual Employer Health Benefits Survey results*’ and Pricewaterhouse
Cooper’s (PwC) Health Research Institute (HRI) annual Medical cost trend:
Behind the numbers reports for 2021 and 2022.48 49 In this case, the Company
supplied 2020 and the two prior years of historical health benefits expenditure
data. Staff reviewed the Company’s data and methodologies used for this
issue with no concerns noted.

Staff performed a year-to-year trend analysis of health coverage expense
data provided in SDRs 063-067. In general, the current and ongoing COVID-
19 pandemic likely skewed recent historical medical care costs and continues
to weigh on projected 2022 medical cost growth. However, 2021 medical cost
inflationary pressures were only slightly higher than in recent years, increasing
7.0 percent over 2020,%° and the medical cost annual growth rate for 2022 is
projected to decline modestly to 6.5 percent.®! Because of COVID-19’s impact
on health care costs, the use of historical trends is less useful in this instance.
Based on Staff research using KFF and PwC HRI data, it appears PGE’s

projected health care costs for the Test Year are in line with 2021 and 2022

47

48

49

50

KFF 2020 Employer Health Benefits Survey available at https://www.kff.org/health-
costs/report/2020-employer-health-benefits-survey/.

PwC HRI Medical cost trend: Behind the numbers 2021 available
athttps://www.pwc.com/us/en/industries/health-industries/library/assets/hri-behind-the-numbers-
2021.pdf.

PwC HRI Medical cost trend: Behind the numbers 2022 available at:
https://www.pwc.com/us/en/industries/health-industries/library/behind-the-numbers.html.

Id. at pages 3 and 5.

Id.
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medical cost growth projections. Additionally, it does not appear that 2020
medical costs were out of line with the Company’s medical cost expenditures in

recent years. Staff did note that in 2019, the Company [BEGIN

CONFIDENTIAL].%2

In aggregate, the Company’s projected 2022 Test Year health and dental
insurance expense is $54.1 million, a $5.7 million (11.8 percent) increase over
2020 actuals, which translates to a health care cost growth rate over the two
year period of approximately 5.9 percent/annually.

Q. What is Staff’s recommendation?

A. Staff proposes no adjustment for this issue.

52

Staff/503, Fjeldheim/7-8. PGE confidential response to Staff SDR 064, Confidential Attachment A.
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ISSUE 6. OTHER INSURANCE

Please summarize Staff’s adjustment for other insurance.

Staff proposes no adjustment for this issue.

What is included in other insurance?

Other insurance generally includes expenses for property and casualty, liability,
workers compensation, cybersecurity, terrorism, and other insurable risk
coverage.

Please summarize the Company’s proposed Test Year expenses for
other insurance, to include property/casualty and liability premiums
and uninsured loss provisions.

The Compa