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I. INTRODUCTION 

Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 

A. My name is Ellen Blumenthal.  My business address is 13517 Queen Johanna Court, 

Corpus Christi, Texas 78418.  My qualifications appear in ICNU-CUB Exhibit 101. 

Q. ARE YOU THE SAME ELLEN BLUMENTHAL WHO FILED DIRECT 
TESTIMONY IN THIS DOCKET? 

A.  Yes, I am. 

Q. WHAT IS THE PURPOSE OF THIS SURREBUTTAL TESTIMONY? 

A. I address the issues raised by Portland General Electric Company (“PGE” or “Company”) 

in its Rebuttal Testimony regarding my recommendations for wage and salary expenses.   

Q. HOW IS YOUR TESTIMONY ORGANIZED? 

A. In Section II of my testimony, I will address the wage and salary issues raised by PGE in 

its Rebuttal Testimony.  In Section III, I will discuss the issues related to employee 

benefits raised by the Company. 

Q. WHAT IS THE PURPOSE OF REBUTTAL TESTIMONY? 

 A. The general purpose of Rebuttal Testimony is to identify specific items with which the 

utility has found errors in the testimony and calculations of other parties and to provide 

better data or information and corrected calculations.  The goal of PGE’s Rebuttal 

Testimony, however, seems to be to confuse the wages and salaries and benefits issues 

rather than clarify them.  As discussed below, most of the Company’s complaints are 

either inaccurate, misleading, or are due to the failure of PGE to provide accurate and 

consistent information in responses to data requests. 
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  In several places in its Rebuttal Testimony, PGE refers to information that was 

provided in its direct case in Docket UE 180, but that was not submitted as evidence in 

this docket.  PGE assumes a great deal by failing to provide all information in this docket.  

In my experience, every rate case is separate and stands alone.  The regulator must decide 

the issues in this case based on the record in this case.  Explanations or data provided in 

other dockets are not part of the record in this case and therefore are not relevant.   

Q. HAVE YOU RECOMPUTED WAGES AND SALARIES BASED ON PGE’S 
REBUTTAL TESTIMONY? 

A.  Yes.  While I do not agree with much of the testimony in PGE/1400, I have recalculated 

wages and salaries using PGE’s supplemental response to OPUC DR 203 and 

information provided in responses to ICNU-CUB data requests that address PGE’s 

Rebuttal Testimony. 

II. WAGES AND BENEFITS 

Q. PGE STATES IN ITS REBUTTAL TESTIMONY THAT YOU HAVE MADE 
ERRORS, HAVE BEEN ARBITRARY, AND HAVE MISREPRESENTED ITS 
BUDGET PROCESS.  DO YOU AGREE? 

A. No, I do not agree.  PGE has provided conflicting information not only in responses to 

discovery, but also in its Rebuttal Testimony.  There are disagreements between ICNU-

CUB, PGE, and Staff with regard to the reasonable and necessary number of full-time 

equivalents (FTEs) and the related costs that should be included in rates for the 2009 

future test year.  The basic disagreement centers around whether the reasonable and 

necessary wages and salaries and other employee related costs should be set based on 

PGE’s proposed 2009 budget or on information based on historical trends.  
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ICNU-CUB does not recommend that rates be set based on PGE’s budget because 

we have not had the opportunity to thoroughly and completely review and understand the 

underlying assumptions, calculations, and instructions upon which PGE’s budget is 

based.   

Rates should be set to recover the actual costs of providing electric service plus a 

reasonable return on a utility’s invested capital.  The Oregon Legislature takes this 

regulatory formula seriously, as evidenced by SB 408, which requires a true-up of the 

amount recovered through rates to actual taxes paid to taxing authorities.  There is no 

evidence that PGE’s 2009 future test year wage and salary costs represent the reasonable 

and necessary actual costs of operations for that future period. 

 Q. HAVE YOU RECALCULATED THE REASONABLE AND NECESSARY 
WAGES AND SALARIES FOR THE 2009 FUTURE TEST YEAR USING 
INFORMATION PROVIDED BY PGE IN ITS REBUTTAL TESTIMONY AND 
IN RESPONSES TO DATA REQUESTS? 

A. Yes.  Using information provided by PGE in the supplemental response to OPUC DR 

203 and the response to ICNU-CUB DR 311.  I have updated the calculation shown at 

ICNU-CUB/102, which is attached as ICNU/113, Blumenthal/1. 

Q. WHAT INFORMATION DID PGE PROVIDE IN RESPONSE TO ICNU-CUB DR 
311? 

A. PGE provided an alternative calculation of the amounts included in the column headed 

“PGE” on ICNU-CUB/102.  This information is reflected in the column headed “PGE” 

on ICNU-CUB/113, Blumenthal/1, which is my updated calculation of reasonable and 

necessary wages and salaries. 
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Q. DID PGE MAKE AN ERROR IN ITS RESPONSE TO ICNU-CUB DR 311? 

A. Yes, I believe so.  In its original filing, PGE was projecting the need for 2,733 full-time 

equivalents for the 2009 future test year, including 12 officers.  PGE has now reduced 

that number to 2,706 FTEs, a reduction of 27 FTEs.  PGE/1400, TOOMAN-TINKER/10.  

It appears that PGE included the 12 officers in the total number of FTEs on line 1 of 

Attachment 311-A and then added officer salaries again on line 2a.  When this is 

corrected, the total wages and salaries that PGE is proposing to include in rates is 

$220,462,901 rather than the $221,372,069 reflected in the response to ICNU-CUB DR 

311-A.  ICNU-CUB/112, Blumenthal/17-19.  

Q. PGE STATES AT PGE/1400, TOOMAN-TINKER/13, THAT IT NOW PROPOSES 
TO INCREASE FULL-TIME EQUIVALENTS BY 87 RATHER THAN THE 
ORIGINAL 130.  ARE THE ADDITIONAL FTES FOR BIGLOW CANYON AND 
PORT WESTWARD INCLUDED IN THESE 87 FTES? 

A. No.  The original 130 additional FTEs that PGE requested included the 16 FTEs 

previously approved by the Commission in other dockets.  The 87 FTEs that PGE now 

claims is the incremental increase it is requesting does not include these 16 FTEs for 

Biglow Canyon and Port Westward.   

Q. PGE COMPLAINS THAT TABLE 1 IN YOUR DIRECT TESTIMONY 
MISREPRESENTS THE DIFFERENCE BETWEEN HISTORIC BUDGETED 
AND ACTUAL FULL TIME EQUIVALENTS.  DO YOU AGREE? 

A. No.  The purpose of the comparison provided in Table 1 of ICNU-CUB/100 is simply to 

demonstrate that PGE has consistently over budgeted FTEs.  Including the overtime 

FTEs that were provided in response to ICNU-CUB DR 242 does not change this fact. 

 See ICNU-CUB/112, Blumenthal/22-23.  24 
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TABLE 1 

2003 2004 2005 2006 2007
Budgeted:
Straight time 2,643         2,570       2,549       2,562       2,603       2,652         
OverTime 95              100          90            90            93            95              

2,738         2,670       2,639       2,652       2,696       2,747         

Actual:
Straight time 2,579         2,517       2,509       2,504       2,540       2,597         
OverTime 108            99            113          97            126          116            

2,687         2,616       2,622       2,601       2,666       2,713         
Budgeted in 
excess of Actual 51              54              17              51              30              34              
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 Both this table and Table 1 in my direct testimony support the statement at page 6 of 

ICNU-CUB/100, Blumenthal/6 “If rates in this case are set using PGE’s budgeted FTEs, 

it [is] more likely than not that a significant number of these positions will go unfilled.”  

Customers should not be required to repeatedly fund unfilled positions.  Furthermore, 

PGE has failed to demonstrate the need for these positions.  

Q. IN ITS REBUTTAL TESTIMONY, PGE STATES THAT YOU HAVE 
“MISREPRESENTED” ITS BUDGETED WAGES AND SALARIES AS WELL AS 
ITS OVERALL BUDGETING PROCESS.  DO YOU AGREE?  

A.   No.  PGE apparently disagrees with my statement that its budget is based on assumptions 

which are then compounded by further assumptions.   

PGE’s wages and salaries estimate for the 2009 future test year is based on 

assumptions which are then compounded by further assumptions.  At page 5 of PGE/200, 

the Company clearly states “We applied the following escalation rates to the 2008 

budget”.  The following statement in PGE’s Rebuttal Testimony only highlights the 

uncertainty of its 2009 estimated labor costs: 
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…the 2009 test year forecast is based on the 2008 budget, which is 
escalated for inflation and updated for know and measurable changes.  

Exhibit PGE/1400, Tinker-Tooman/13, lines 7-9. 

A budget is by definition based on assumptions and forecasts. 

Q. ARE THE WAGE AND SALARY ESCALATION RATES THAT YOU USED IN 
YOUR CALCULATION “ARBITRARY” AS PGE CLAIMS AT PAGE 15 OF 
PGE/1400, TOOMAN-TINKER? 

A. No.  The rates I use are based on historical data for the years 2005 through 2007 for all 

classes of employees except officers.  Because officers have realized increases that are 

substantially greater than all other classes of employees over the last few years, I did not 

include any salary increase for this group of employees.  

Q. IS PGE’S 2009 WAGE AND SALARY COST LIKELY TO BE THE AMOUNT IT 
HAS BUDGETED?  

A. No.  Many factors impact the actual level of wages and salaries.  There is always 

employee turnover even for a utility with a stable workforce.  Employees change jobs 

within the organization, quit, are fired, and retire.  The table below illustrates the 

dynamics of PGE’s workforce during the last ten years. 
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Year Involuntary
Reduction 
in Force For Cause

Reduction 
in Force

Reduction 
in Force 
Rehires

1998 29 34
1999 25 11
2000 38 32
2001 32 61 2
2002 26 16 2
2003 18 43 31
2004 11 20 18 1
2005 19 34 11 2
2006 13 5 2 2
2007 29 1 5

Non-Retirement Retirement

TABLE 2 
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ICNU-CUB/112, Blumenthal/29.  

PGE points out in its testimony that “By 2009, one-third of PGE’s entire 

workforce will be eligible for retirement.”  PGE/100, PIRO/8.  Because retiring 

employees are generally paid much more than new hires, overall wages and salaries can 

decrease significantly if a number of higher paid employees retire and are replaced by 

lower paid employees.  

Q. HOW DOES YOUR UPDATED WAGE AND SALARY CALCULATION DIFFER 
FROM ICNU-CUB/102? 

A. I increased the number of full-time equivalents from 2,591 to 2,664.  This increase is the 

direct result of including 2,612 FTEs for 2007 rather than the 2,560 in the calculation of 

historic growth in FTEs.  I also treat officers separately in the updated calculation to 

mirror the calculation provided by PGE in response to ICNU-CUB DR 311.  These two 

changes had the effect of lowering the average wage per employee for all other classes 

compared to the calculation at ICNU-CUB/102.  My updated calculation results in an 

increase in my recommended wages and salaries of approximately $1.5 million.      



ICNU-CUB/111 
Blumenthal/8 

 

1 

2 
3 
4 

5 

6 

7 

8 

9 

PGE

III. EMPLOYEE BENEFITS & PAYROLL TAXES 

Q. PLEASE SUMMARIZE THE DIFFERENCES BETWEEN YOUR LOADING 
RATE FOR EMPLOYEE BENEFITS AND PAYROLL TAXES AND PGE’S 
RATE. 

A. At PGE/1400, TOOMAN-TINKER/16, PGE admits that the 55.4 percent rate I used as 

the starting point to calculate my proposed adjustments to the loading rate was an error.  

PGE states that the correct rate is 48.5 percent.  The table below compares PGE’s 

adjusted rate to the rate I use in my calculation of payroll related costs. 

TABLE 3 

ICNU
Benefits 28.88% 28.88%
Payroll taxes 10.50% 10.50%
Incentives 5.99% 0.00%
Employee support 3.13% 0.00%

48.50% 39.38%
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 ICNU/113, Blumenthal/2.  

Q. ARE YOU RECOMMENDING THAT NO INCENTIVE COSTS BE INCLUDED 
IN RATES BY EXCLUDING INCENTIVES FROM YOUR LOADING RATE IN 
THE TABLE ABOVE? 

A. No.  I exclude incentives from the loading rate I apply to total adjusted wages and 

salaries because I adjust these costs separately.  They are shown as a separate line item in 

my calculation.  

Q. PLEASE DISCUSS PGE’S REBUTTAL TESTIMONY REGARDING THE 
EMPLOYEE SUPPORT COSTS YOU RECOMMEND REMOVING FROM THE 
LOADING RATE. 

A. I removed these costs from the loading rate because PGE did not support their inclusion.  

That is, there is no information to indicate that these costs vary directly with payroll.  
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PGE makes two arguments in its rebuttal to support including these costs in the loading 

rate, neither of which is persuasive.  First, PGE states that it “described each functional 

area in detail in our last general rate case.”  In my experience, when a utility wishes to 

rely on testimony from another docket, it provides that testimony as part of the current 

case.  The fact that PGE “described” something in another unrelated case does not satisfy 

its burden of proof in this case.   

Second, PGE argues that the employee support department has been in “existence 

for a very long time and its costs were approved in UE 180.”  I have no objection to 

including the same absolute dollar amount in this case that the Commission included in 

PGE’s rates in Docket UE 180.  However, there is no evidence which indicates that these 

costs vary directly with payroll.  Therefore, they should not be included in the payroll 

overhead loading rate. 

Third, PGE argues that these costs have been fully justified because staff audited 

them at some time in the past and because they are included in its Allocation and Loading 

Manual.  To my knowledge, neither of these facts supports inclusion of these costs in 

rates whenever PGE files for a rate increase. 

Q. PGE DESCRIBES THE NATURE OF THE COSTS INCLUDED IN THE 
EMPLOYEE SUPPORT LOADING AT PGE/1400, TOOMAN-TINKER/18.  
FROM THIS TESTIMONY, ARE THESE COSTS LIKELY TO VARY 
DIRECTLY WITH PAYROLL COSTS? 

A. No.  The cost of administering PGE’s compensation program does not increase by $31.30 

for every $1,000 of wages and salaries.  The same is true for employee training and 

development.  Again, I have no argument with including these types of costs in rates.  
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However, they should be adjusted separately, and not included in the payroll overhead 

loading rate.      

Q.  PLEASE SUMMARIZE YOUR UPDATED RECOMMENDATIONS IN THIS 
CASE.  

A.  Based on the information provided by PGE in its rebuttal testimony and in responses to 

ICNU-CUB data requests related to its rebuttal testimony, I recommend that the 

reasonable and necessary total wages and salaries to be included in rates for the 2009 

future test year are $205 million.  Of this amount, 71.75 percent, or $147 million, is the 

expense portion.  The reasonable and necessary employee related costs to be included in 

rates for the 2009 future test year are $85.8 million.  In total, this represents a reduction to 

PGE’s revenue requirement of $36,542,606.  

Q. DOES THIS CONCLUDE YOUR TESTIMONY? 

A. Yes, it does. 
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 ICNU-CUB/113 
Blumenthal/1 

Portland General Electric 
Updated Wage and Salary Adjustment 

Docket UE-197 

Line 
# PGE (a) ICNU 

1 # of FTEs per original filing                      2,733                       2,664  
2 Adjustments                          (43) 
3 Previously authorized generating plant                            16  
4 Officers                          (12)                         (12) 
5 FTEs excluding officers                      2,694                       2,652  

2 Wage per non-0fficer employee  $               75,764   $               71,700  

3 Total non-officer wages  $     204,108,216   $    190,120,130  

Officer wages              3,445,416              3,174,109  

4 OT wages           12,909,269            11,708,701  

5 Total wages  $     220,462,901   $    205,002,940  

6 Portion to expense 71.75% 71.75%

7 Payroll expense  $     158,182,131   $    147,095,090  

8 Payroll capitalized           62,280,770            57,907,849  

9 Total payroll  $     220,462,901   $    205,002,940  

(a) ICNU-CUB DR 311 
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Portland General Electric 
Updated Employee Benefits, Incentive Compensation, 

Payroll Taxes and Employee Support 
Docket UE-197 

Line 
# PGE ICNU 

1 Total compensation  $        220,462,901   $      205,002,940  

2 Loading rate 48.50% (a) 39.38% (b) 

3 Payroll overhead costs  $        106,924,507   $         80,730,158  

4 Incentive compensation                 5,111,705  

5 Total payroll overheads  $        106,924,507   $         85,841,862  

(a)  PGE/1400/16 
(b)  Includes employee benefits, payroll taxes 

 


