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DIRECT TESTIMONY OF NANCY MCINTIRE

I. POSITION AND QUALIFICATIONS

Q.
PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

A.
My name is Nancy McIntire.  My business address is 7620 Metro Center Drive, Austin, Texas  78744.

Q.
BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY?

A.
I am employed by the Electric Reliability Council of Texas, Inc. (“ERCOT”) as Vice President of Human Resources and Organization Development.  I began my employment at ERCOT in March 2005.  I was appointed to my current position at that time.

Q.
PLEASE OUTLINE YOUR EDUCATIONAL AND PROFESSIONAL QUALIFICATIONS.

A.
I have a Bachelor of Arts and a Masters of Business Administration degrees from the University of Texas at Austin.  Prior to joining ERCOT, I held the position of Vice President, Human Resources, for MCI, Inc., having joined MCI in 2003 as part of the new management team tasked with bringing the company out of bankruptcy and restoring it as a publicly traded company and current filer with the Securities & Exchange Commission.  Prior to that, I worked at IBM and Landmark Graphics/Halliburton with assignments in finance, mergers and acquisitions, and human resources.

Q.
PLEASE DESCRIBE YOUR RESPONSIBILITIES AS VICE PRESIDENT OF HUMAN RESOURCES.

A.
I am responsible for providing support on all aspects of the management of ERCOT’s employees.  My specific responsibilities include: providing direction and support to ERCOT in the areas of employee relations, compensation programs, benefit programs, and regulatory compliance; surveying and analyzing salary, wage and benefits data; analyzing and evaluating jobs, including the development of recommendations for job classifications; creating and implementing wage strategies to maintain good employee relations; advising ERCOT managers on determining appropriate wage increases and market adjustments for their employees; managing employee complaints, and internal dispute resolution procedures; managing delivery of manager and employee training; ensuring compliance with all governmental regulations and statutes affecting employment; designing and implementing employee benefit plans; managing ERCOT’s recruitment, interviewing and selection of job candidates; and conducting new employee and consultant orientation.

Q.
HAVE YOU PREVIOUSLY TESTIFIED BEFORE THE PUBLIC UTILITY COMMISSION OF TEXAS?

A.
No, I have not.

II. INTRODUCTION

Q.
WHAT IS THE PURPOSE OF YOUR TESTIMONY?

A.
My testimony will provide the following: 

· a discussion of ERCOT’s current labor force;

· a discussion of and support for ERCOT’s 2006 labor needs;

· a description of ERCOT’s employee requisitioning and hiring process;

· a description of and support for relocation expenses paid by ERCOT;

· a description of and support for ERCOT’s employee compensation and benefits structure; 

· a comparison of ERCOT employee compensation and benefits with comparable employers;

· a discussion of the ways that ERCOT controls labor costs;

· an overview of the Workforce Analysis (“Workforce Analysis”) Submitted on: September 21, 2005 By: Jefferson and Associates (“Jefferson”) and ERCOT’s initial response to the recommendations in the study;

· a discussion of the 2005 Compensation Review (“Compensation Review”) currently being performed by Mercer Human Resources Consulting (“Mercer”) and ERCOT’s plan to file supplemental testimony regarding that review; and
· a discussion of the reasonableness of ERCOT’s labor needs and the expenses associated with such needs.

Q.
WHAT SCHEDULES AND WORKPAPERS ARE YOU SPONSORING?

A.
I am sponsoring the following:

· Schedule 14  Workforce Analysis,

· WP.15.1
Jefferson Workforce Analysis,
· WP.15.11
Staffing Summary by Department,

· WP.15.12
Position Control Numbers,
·  WP.15.20 ERCOT Hiring Requisition Form,
· WP.15.21
Job Descriptions,
· WP.15.22
ERCOT Offer Approval Form,
· WP.15.23
LCRA Benefit Comparison Study, and
·  WP.15.24
ERCOT Corporate Performance 
Q.
WERE THE SCHEDULES AND WORKPAPERS THAT YOU ARE SPONSORING PREPARED BY YOU OR UNDER YOUR SUPERVISION AND IS THE INFORMATION INCLUDED IN SUCH SCHEDULES AND WORKPAPERS TRUE AND CORRECT?

A.
Yes, with the exception of the Workforce Analysis.  The Workforce Analysis included in this filing is a true and correct copy of the document provided to ERCOT by Jefferson.

III.     ERCOT’S CURRENT LABOR FORCE

Q.
PLEASE DESCRIBE ERCOT’S CURRENT LABOR FORCE?

A.
As of August 31, 2005, ERCOT had 509 full time employees (“FTEs”) and expects to have 535 FTEs by the end of 2005.  Generally, the total number of ERCOT employees can be grouped into four major categories:

●
Executive/Director/Upper Level Management Group (approximately 4 percent);

●
Manager/Advanced professional/Supervising engineer Group (approximately 9 percent);

●
Leads/Professionals Group (approximately 72 percent); and

●
Entry level/Non-Professional/Administrative Group (approximately 15 percent).

More detailed information concerning these categories of ERCOT employees is provided in Exhibit NM-3.

Q.
HOW IS THE ERCOT WORKFORCE ORGANIZED?

A.
Exhibit NM-1 sets forth the current organizational chart for ERCOT to the manager level.

IV. ERCOT’S 2006 LABOR NEEDS

Q.
PLEASE DESCRIBE ERCOT’S 2006 EMPLOYMENT NEEDS.

A.
Based on the 2006 ERCOT Budget, which was prepared by ERCOT staff and approved by the ERCOT Board, ERCOT will need 584 FTE positions by the end of 2006.  This represents an addition of 13 positions that are primarily needed to address internal controls needs identified by the internal controls audit by Deloitte & Touche.  ERCOT witness Steve Byone addresses this issue in more detail in his Direct Testimony.  For budgeting and revenue requirements purposes, ERCOT recognizes that vacancies occur and time is required to recruit new employees.  Therefore, ERCOT reduces the budgeted labor expenses by seven percent to avoid over-recovery for staffing.  A seven percent reduction in expenses is reasonable and consistent with the approach taken in previous ERCOT administrative fee cases and consistent with actual vacancy rate experience.

Q.
HOW WERE THE ERCOT 2006 LABOR NEEDS DETERMINED?

A.
ERCOT’s labor needs for 2006 were determined initially by the departmental managers based on their understanding of the tasks that ERCOT expects to accomplish in 2006.  The managers identified the needed skills and qualifications for the needed new positions.  Human Resources then reviewed the positions according to ERCOT’s standard job grades.  For the 2006 Budget, a full, documented justification was required for all positions.  These initial determinations of staffing needs were reviewed, modified, and then approved the officer responsible for the Division.  The final staffing level was approved by the ERCOT Board as part of the 2006 ERCOT Budget process.  

Q.
ARE ERCOT’S 2006 LABOR NEEDS REASONABLE AND NECESSARY?

A.
Yes.  The activities and tasks that ERCOT expects to accomplish in 2006 are driven largely by the requirements of the Commission and the ERCOT Protocols.  ERCOT operates a number of complex systems to carry out its responsibilities, as more fully described by other ERCOT witnesses.  Each of these systems, as they are designed, implemented and operated, requires an appropriate level of staffing.  In addition to the direct labor costs associated with these systems, ERCOT must also employ an appropriate level of managerial and support personnel.  ERCOT’s 2006 labor requirements are reasonable and necessary in order for ERCOT to properly function as an independent organization capable of successfully accomplishing the requirements and mission set forth in the Texas Utility Code and the Commission’s rules and expected by the market participants.

Q.
HOW WERE THE LABOR COSTS ASSOCIATED WITH ERCOT’S 2006 LABOR NEEDS DETERMINED?

A.
The labor costs included in the 2006 ERCOT Budget were primarily determined by using actual salaries for existing employees and the average or median salary for the particular job grade for new positions.  For existing positions, the actual 2005 salary numbers were used with an assumed adjustment of 4.0 percent to account for merit increases, promotions, and adjustments.  ERCOT also looked to other available sources (such as the 2004 IT Market Compensation Study by People 3, A Gartner Company, comparative confidential compensation data from Southwest Power Pool, and comparative salary range midpoint data from Midwest ISO, etc.) that provide competitive compensation information on positions equivalent to those within ERCOT.  With the assistance of Finance, the benefits component for the new employees were estimated for budget purposes. The total of the salary and benefits was then included in the 2006 Budget as the labor cost.


Pursuant to the Settlement Agreement and subsequent Commission order in Docket No. 30456, the Commission and ERCOT engaged Mercer to conduct a Compensation Review.  However, as of the date of the filing of this testimony, the Compensation Review was not complete. 

Q.
ARE THE COSTS INCLUDED IN THE 2006 ERCOT BUDGET FOR LABOR REASONABLE AND NECESSARY?

A.
Yes.  The dollar amounts included in the 2006 ERCOT Budget for salaries and benefits are reasonable and necessary in order for ERCOT to attract and retain the appropriate skill sets required to properly function as an independent organization capable of successfully accomplishing the requirements and mission set forth in the Texas Utilities Code and the Commission’s rules and expected by the market participants. 

V. REQUISITIONING/HIRING PROCESS

Q.
IN GENERAL, FROM WHERE DOES ERCOT RECRUIT EMPLOYEES?

A.
ERCOT recruits employees from three general sources.  A large portion (approximately 39%) of ERCOT employees are recruited from the electric/energy industry (for example, from TXU, LCRA, or Reliant).  However, the majority of ERCOT employees (approximately 58%) are recruited from non-electric/energy industry sources such as information technology companies, consulting companies, manufacturing, retail, and telecommunications companies.  A very small percentage (less than 3%) come from state and federal government agencies. 

Q.
HOW IS THE DECISION MADE TO HIRE A NEW EMPLOYEE AT ERCOT?

A.
There must be documented justification of the need before any employee is hired.  For new positions, this is accomplished by the responsible manager completing an FTE (Full Time Equivalent) Justification Form, a true and correct copy of each form is included as Workpaper WP.15.14.  There also must be a job description for the position.  Job descriptions for currently budgeted positions are provided as Workpaper 15.21.  Before any position can be posted to seek applicants (whether to replace a terminated employee or to fill a new position), the responsible manager must also complete the Hiring Requisition Form discussed in the previous section.

The Hiring Requisition Form includes a number of elements for evaluation by management:  description of duties, a breakdown of how much of the work is related to capital projects, description of why current employees cannot perform the work, alternatives to the work (including possible reallocation of work and elimination of other tasks), and consequences to the organization if the work is not performed.  Several layers of management are required to approve a new position, including the division vice president.  If it is an unbudgeted position, the CEO must approve it.

Q.
PLEASE DESCRIBE THE ERCOT HIRING PROCESS.

A.
The hiring manager (the manager to whom the employee will report) initiates the process by completing a Hiring Requisition Form (Workpaper WP.15.20) and obtaining appropriate approval signatures.   The signed Hiring Requisition Form is then forwarded to Human Resources along with a current job description.  Upon receipt of the signed Hiring Requisition Form, Human Resources will begin the search process.  All positions up to the manager level are posted on the ERCOT website.

The hiring manager determines whether the posting will be an internal only posting or concurrent with external postings and whether they want to see all resumes received.  Internal postings are placed on the ERCOT intranet.  External postings are posted on the ERCOT website in addition to other posting sources such as www.monster.com, www.EnergyCentral.com, and other position specific websites (for example, IIA website for auditor positions).  Websites are used so that a diverse set of qualified applicants have access to the job posting information.

Human Resources screens resumes and forwards qualified candidates to the hiring manager. The hiring manager selects candidates and notifies Human Resources.  Human Resources conducts an initial screening interview by phone.  Upon a favorable outcome of the screening interview, the hiring manager schedules an interview.  Human Resources assists the hiring manager with hiring and determining the salary to be offered using standard ERCOT grade information and other market information when available and appropriate.

After a satisfactory initial interview is completed by the Staffing Manager or designated recruiter, a second interview is scheduled with the hiring manager. Candidates that are interviewed are sent a job application which includes a background authorization and consent form.  Prior to extending an offer, the hiring manager must complete the Offer Approval Form (Workpaper WP.15.22), which includes position and salary comparison information, and obtains the appropriate signatures.  Human Resources provides assistance with grading and compensation as needed. 

A contingent offer (verbal and/or written) may be extended prior to the completion of a successful background check and drug test.  If the offer is accepted, the drug screen and background check are completed.  Accepted offers are forwarded to Human Resources for tracking of drug screen and background checks, and reference checks.  The offer will be rescinded in the event that the drug screen or background check do not appropriately clear. If the offer is declined, an offer may be made to the next acceptable candidate.  If no other acceptable candidate exists, the posting process begins again from the beginning. All candidates must pass the drug screen and credit/criminal background check or the employment offer is rescinded.  


Human Resources advises the hiring manager of acceptance of the offer and confirms the start date.  Human Resources also notifies all candidates who were interviewed but not selected of the final decision.  The hiring manager routes all interview notes to Human Resources to be placed in the search file.  Search files are kept for 12 months from the date the position opened.

Q.
WERE ANY MODIFICATIONS TO THE HIRING PROCESS MADE AS A PART OF THE CURRENT ERCOT BUDGET PROCESS?
A.
Yes.  As part of the 2006 Budget process, ERCOT included FTE Justification Forms for all positions, whether existing or new.  See WP.15.14.  Each form sets forth the need for the employee and an explanation of why having the position is the best alternative to fulfill the business need.

VI. RELOCATION EXPENSES

Q.
PLEASE DESCRIBE WHEN ERCOT PAYS FOR RELOCATING A NEW HIRE AND WHAT EXPENSES ARE COVERED.

A.
The goal of ERCOT’s Relocation Policy is to enable ERCOT to successfully recruit new employees when they are not located in the Austin area.  The Policy is designed to minimize the inconvenience, time loss, and personal or financial burden created by the relocation of our employees. 

If, at the request of ERCOT, an employee’s primary job location is transferred to another work location where the distance between the old home and the new work location is at least 50 miles greater than the distance between the old home and the old work location, ERCOT will reimburse reasonable relocation expenses as outlined below. This policy is effective up to one year from the effective date of transfer.

Directors and Managers are eligible for reimbursement for household goods shipment, living/travel expenses, miscellaneous relocation expenses, and tax assistance. Professional/Technical Employees are eligible for reimbursement for household goods shipment, living/travel expenses, and assistance for renters and tax assistance.

Q.
IS THE ERCOT RELOCATION POLICY NEW?

A.
No.  The ERCOT Relocation Policy has been in effect since at least 2002.  In November 2004, the Relocation Policy was reviewed and updated and the benefits were decreased in an effort to reduce expenses associated with relocations.

Q.
HOW MUCH HAS ERCOT SPENT ON RELOCATIONS IN 2004 AND 2005?

A.
The total relocation expense for FY2004 was $815,815.  Year-to-date relocation expense for FY2005 through August is $442,642.  

Q.
ARE RELOCATION EXPENSES FOR NEW ERCOT HIRES REASONABLE AND NECESSARY EXPENSES?

A.
Yes. Expenses associated with relocating new employees are reasonable and necessary in order for ERCOT to attract and retain the appropriate skill sets to allow ERCOT to properly function as an independent organization capable of successfully accomplishing the requirements and mission set forth in PURA and the Commission’s rules and expected by the market participants. 

VII. COMPENSATION AND BENEFITS

Q.
PLEASE BRIEFLY DESCRIBE ERCOT’S COMPENSATION PHILOSOPHY.

A.
ERCOT’s compensation philosophy is currently under review by the ERCOT Board of Directors.   However, generally, ERCOT’s compensation philosophy is designed to attract, retain, reward and motivate qualified employees, align employee behaviors/performance with corporate objectives, and promote both individual performance and teamwork.  ERCOT’s target compensation levels are designed to be competitive and appropriate for individuals, relative to their skill and proficiency levels, centered at the 50th percentile (midpoint) within the company’s competitive labor market(s).  However, an individual’s base pay may reside above or below midpoint, depending upon their particular expertise and performance, relative to the midpoint requirements of their specific position.  The competitive market for a particular job depends on the type of job and the available talent pool.  ERCOT’s base salaries follow a “pay for performance” methodology, providing salary growth through annual merit increases to employees demonstrating higher levels of performance, as reflected in the company’s annual performance review process.  The compensation structure is periodically reviewed to determine the competitive posture of the company and enable ERCOT to devise plan(s), as needed, to bring identified positions or job families into competitive alignment.

Q.
WHAT IS THE ROLE OF THE HUMAN RESOURCES AND GOVERNANCE COMMITTEE OF THE ERCOT BOARD? 

A.
The role of the Human Resources and Governance Committee is to develop compensation strategies for ERCOT and to advise the ERCOT Board and ERCOT management regarding ERCOT Staff compensation, performance and related matters – in particular in regards to executive management.  The Committee plays a key role in overseeing management of human resources issues.  In addition, the Committee plays a key role in corporate governance issues, such as Bylaws development and Board procedures.

Q.
PLEASE EXPLAIN ERCOT’S EMPLOYEE BENEFITS PACKAGE.

A.
ERCOT has a standard benefits package that is offered to every ERCOT employee. ERCOT provides: 1) health, vision and prescription drug plan, 2) dental plan, 3) life and accidental death and dismemberment plan, 4)  short term disability, 5) long term disability, 6) long term care, 7) health care and dependent care flexible spending accounts, 8) employee assistance program, 9) money purchase plan, 10) and 401(k) plan.  A more detailed presentation of ERCOT’s employee benefits is set forth in Exhibit NM-2.  In addition, ERCOT offers several leave benefits including, 10 paid holidays, a sliding scale of vacation leave from 10 to 20 days, 10 sick leave days, and other leave practices for jury duty, bereavement leave, and military leave.  ERCOT has offered this standard package of benefits since at least 2003.  Through June 2004, ERCOT funded 100% of employee health and welfare benefit coverage.  Beginning July 2004, ERCOT implemented employee contributions and deductions for spouse and family coverage, whereby employees shared in bearing the costs of health and welfare benefit programs.   

Q.
PLEASE DESCRIBE ERCOT’S EMPLOYEE APPRAISAL PROCESS, INCLUDING MERIT RAISES AND PROMOTIONS.

A.
The ERCOT performance appraisal process is designed to provide two-way communications between the manager and employee about the employee’s performance during the previous year, tie rewards and recognition to accomplishments that reflect organizational goals, and allow managers and employees to set developmental objectives.

The process starts with an employee self-evaluation that is provided by the employee to the manager as one source of information. The manager then gathers other performance-related information that is documented in the Performance Appraisal Process form. Performance is assessed in the following areas: job knowledge, quality and quantity of work, communications skills, interpersonal skills and professionalism, and teamwork. The manager also assigns a quantitative assessment in these areas using a 5-point rating scale. The rating is supported by written comments provided by the manager.  The manager meets with the employee and discusses the assessment. Employees are encouraged to come to the meeting prepared to discuss their past performance, training and development needs, and career goals.

The employee salary review is conducted during the first quarter of the year and is directly tied to the annual performance evaluation.  Employees who have not been employed a full year during this period are provided with a pro-rated or limited increase based on performance and length of service. Increases are based on performance, market value of position, and budgetary considerations.  ERCOT has utilized a performance appraisal process since at least the year 2000.

Q.
PLEASE DESCRIBE ERCOT’S INCENTIVE COMPENSATION PROGRAM.

A.
In February 2005, the ERCOT Board of Directors approved the 2005 Incentive Compensation Plan (“ICP”).  The Board approved the plan with the understanding that the plan may subsequently be revised, depending upon the results of the Mercer Compensation Review currently in progress.  The ICP is a performance-based variable compensation plan – bonus payments are made only in accordance with the successful accomplishment of identified company objectives.  ERCOT identified seven categories of objectives (called “Goal Areas”) and has articulated over 40 discrete objectives for 2005.  ERCOT measures progress on a monthly basis, providing a monthly Dashboard report to the Board of Directors.

Detailed information on the seven Goal Areas and the weighting of each Goal Area is provided via Workpaper 15.24. 
Participants in the ICP include ERCOT Officers, Directors, and Managers.  Target bonus levels (as percentages of base salary) are set at 25% for Officers, 15% for Directors, and 10% for Managers.

Q.
DESCRIBE HOW ERCOT BENEFITS FROM THESE BENEFITS, RAISES, PROMOTIONS AND INCENTIVE COMPENSATION.

A.
In order to attract, retain, reward and motivate qualified employees and promote performance and teamwork, ERCOT must be able to compensate employees competitively.  By having the compensation elements described above, ERCOT is able to maintain the workforce needed to sustain the enormous amount of responsibilities and highly detailed and precise requirements required to maintain a reliable electric system and to support the many needs of the ERCOT market and the Commission.  Without these tools, ERCOT could lose experienced and qualified employees and the ability to reliably produce the results expected by the market and the Commission.

Q.
HAS ERCOT EXPERIENCED UNUSUAL EMPLOYEE TURNOVER?

A.
ERCOT began tracking total employee turnover (voluntary + involuntary terminations) and employee attrition (voluntary terminations only) on a monthly basis in 2005.  Year to date turnover at ERCOT through August is approximately 8%, which equates to an annual turnover rate of 12%.  Year to date attrition at ERCOT is 6%, which equates to an annual attrition rate of 9%.  ERCOT seeks to maintain attrition at an annual level of 10% or less.  Thus, to date, ERCOT is experiencing an attrition rate just within the target level.  A degradation in compensation elements could result in the loss of key employees and impact ERCOT’s overall ability to achieve its goals and objectives.

Q.
ARE THESE EXPENSES REASONABLE AND NECESSARY?

A.
Yes.  ERCOT’s total compensation package, including benefits, raises, promotions, and incentive compensation are reasonable and necessary in order for ERCOT to attract, retain, and motivate a qualified work force.

VIII. COMPARISION WITH COMPARABLE EMPLOYERS

Q.
HOW DOES ERCOT’S TOTAL COMPENSATION COMPARE WITH COMPARABLE EMPLOYERS?

A.
ERCOT’s compensation is comparable to compensation paid by comparable employers.  As previously explained, my testimony will be supplemented in November to reflect the final findings of the Mercer Compensation Review and ERCOT’s review of such findings.

Q.
HOW DOES ERCOT’S TOTAL BENEFITS PACKAGE COMPARE TO COMPARABLE EMPLOYERS?

A.
The total benefit package offered by ERCOT is reasonable and competitive in the marketplace. ERCOT’s position is that a competitive stance contributes positively to the recruitment and retention strategies of the company, which in turn provides our customers and stakeholders a better level of service.

In addition to the Mercer Compensation Review, ERCOT participated in a Benefit Comparison Study authorized by the Lower Colorado River Authority and conducted by Benefit Partners, Inc. in February 2005.  A true and correct copy of the Benefit Comparison Study is included as Workpaper 15.23.  This study included 18 employers in the Austin area including utilities, state and local agencies, and corporations.  This study shows that ERCOT’s retirement benefits overall are in the 1st (lowest) quartile, primarily because ERCOT does not provide a defined benefit pension plan and provides a limited retiree medical plan.  ERCOT falls at the median in the ranking.  Of the 18 companies surveyed, 4 companies did not provide defined benefit pension plans.

In the same survey, group insurance programs were surveyed and ERCOT was in the 3rd quartile in both Health and Dental coverage, due to the ERCOT contribution on employees’ behalf.  Benefits provided are similar in nature. Paid time off benefits included vacation, sick, personal days, paid holidays, bereavement leave, jury duty and other types of paid leave.  ERCOT was ranked number 13 of 18 employers in this category. 

In addition, the Mercer Compensation Review, described above, will include a benefit evaluation. 

IX. CONTROLS ON LABOR COSTS

Q.
WHAT CONTROLS DOES ERCOT HAVE IN PLACE TO MANAGE AND CONTROL LABOR COSTS?

A.
ERCOT is currently using a number of controls on its labor costs.  With regard to hiring practices, ERCOT is using hiring policies and processes to ensure that new hires are offered salaries that are appropriate based on experience, qualifications, and education.  Using benchmarking, we determine the market level for given positions, and if our salaries are over market, we adjust employment offers accordingly.  ERCOT seeks to find regional talent first, when available, in order to avoid relocation costs and higher wage expectations, but some positions and roles involve skill sets and competencies that are not plentiful within the regional talent pool, thus requiring ERCOT to recruit on a broader, national level.  When new hires must relocate, ERCOT’s relocation policy pays actual moving costs, as documented by receipts, as described in the previous section, with limits on reimbursed expenses for movement of household goods and limits on real estate commission reimbursements.  Another labor cost control mechanism used by ERCOT is the balancing of consultants versus hiring full-time ERCOT employees, and using temporary workers to reduce the possibility of overstaffing.  
ERCOT also periodically reassesses its benefit offerings to ensure that costs are appropriately contained.  Each year we request competitive bids from various insurance providers for group insurance benefits.  Contracts are typically awarded to the lowest bidder that meets ERCOT’s specifications.  In addition, we are currently reviewing defined contribution plan providers to determine whether to move to another provider to improve upon administration and associated costs, education, and investment options.

Most importantly, ERCOT management, down to the departmental level, is committed to maximizing the productivity and maintaining reasonable costs associated with ERCOT’s employees.  Management is constantly reevaluating labor needs and assessing the productivity and necessity of workflow.  If an employee is not meeting the expectations associated with the position, and its associated salary, the manager takes appropriate actions up to and including termination of that employee.  If an employee is not fully utilized, the manager reassesses work assignments and makes appropriate adjustments.  If an employee’s workload is eliminated because of a process or system change, or the automation of a previously manual workflow, the manager either reassigns that employee, and avoids hiring an additional employee, or the employee is terminated. 

X. JEFFERSON WORKFORCE ANALYSIS

Q.
HAS ERCOT INCLUDED IN ITS FILING PACKAGE A DETAILED ANALYSIS OF ERCOT’S WORKFORCE REQUIREMENTS PERFORMED BY A THIRD-PARTY CONSULTANT, INCLUDING ANALYSIS OF ESSENTIAL AND NON-ESSENTIAL FUNCTIONS, AND WHICH FUNCTIONS ARE APPROPRIATELY PERFORMED BY CONTRACT LABOR RATHER THAN ERCOT EMPLOYEES?

A.
Yes. Workpaper WP.14.2 is a true and correct copy of the Jefferson Workforce Analysis.  The Workforce Analysis includes an analysis of essential and non-essential functions and an analysis of which functions are appropriately performed by contract labor rather than ERCOT employees.

Q.
PLEASE GENERALLY DESCRIBE THE JEFFERSON WORKFORCE ANALYSIS.

A.
Jefferson was charged with providing an independent Workforce Analysis and to provide detailed recommendations, regarding ERCOT’s staffing requirements, including:

●
essential and non-essential ERCOT functions;

●
most approriate staffing for those functions, including the use of contractors;

●
how work is organized and managed and how well staffing resources match job requrements (skills and work volume);

●
opportunities for better utilization of staffing resources, including organizational changes and possible department realignment strategies;

●
staffing risks in areas where departments have insufficient full-time employees to perform critical functions; and

●
inter-departmental operational strategies to allow departments to work effectively together.

Q.
WHAT WERE THE FINDINGS OF THIS STUDY?

A.
Jefferson concluded that there are no non-essential tasks in their assessment of work performed by ERCOT to support legislative, regulatory, or traditional corporate/business objectives.  Jefferson found that ERCOT is operating with adequate resources to  “maintain the status quo”, and has appropriately planned or requested additional resources to undertake planned activities and address previously identified operational and control gaps within business processes.  Jefferson provided specific recommendations for consideration regarding additional staffing, organizational structure, and the addition of new officer positions, which ERCOT will consider as it seeks to successfully accomplish it’s mission and objectives for 2006.  Jefferson recommended immediately filling two critical positions with full time employees rather than contractors (i.e., Chief Financial Officer and Manager of Internal Controls) and ERCOT has, at this time, acted on those recommendations and placed full time employees in those roles.

Q.
HOW DOES ERCOT INTEND TO RESPOND TO THE JEFFERSON WORKFORCE ANALYSIS?

A.
ERCOT just recently received the Workforce Analysis on September 21, 2005.  Accordingly, it is still under review.  However, ERCOT has already acted on two of the recommendations included in the Analysis by hiring full time employees to fill the roles of Chief Financial Officer and Manager of Internal Controls.

XI. MERCER COMPENSATION REVIEW

Q.
HAS ERCOT INCLUDED IN ITS FILING PACKAGE AN ASSESSMENT OF ERCOT’S COMPENSATION LEVELS PREPARED BY A THIRD-PARTY CONSULTANT?

A.
No.  Pursuant to the Settlement Agreement and subsequent Commission order in Docket No. 30456, the Commission and ERCOT engaged Mercer to conduct a Compensation Review.  The final report from Mercer is expected to be complete by October 31, 2005.  As previously explained, ERCOT’s filing package and my testimony will be supplemented in November to reflect the final findings of the Mercer Compensation Review and ERCOT’s review of such findings.
XII. CONCLUSION

Q.
PLEASE SUMMARIZE YOUR DIRECT TESTIMONY.

A.
My Direct Testimony provides information and support for ERCOT’s current and 2006 labor needs and the costs associated with those needs that are included in the 2006 ERCOT budget.  More specifically, my Direct Testimony can be summarized as follows:

· ERCOT’s 2006 labor needs have been appropriately determined and are reasonable and necessary in order for ERCOT to properly function as an independent organization capable of successfully accomplishing the requirements and mission set forth in the Texas Utilities Codes and the Commission’s rules and expected by the market participants;

· the dollars included in the 2006 ERCOT Budget for labor expense, including wages, benefits, raises, promotions, and incentive compensation are reasonable and necessary in order for ERCOT to attract, retain, and motivate a qualified workforce.

· ERCOT employee compensation and benefits are appropriately comparable to those offered by comparable employers;

· ERCOT has appropriate controls in place to manage and control labor costs;

· the Jefferson Workforce Analysis findings support ERCOT’s requested staffing levels; and

●
I will provide supplemental testimony concerning the Mercer Compensation Review once the Compensation Review is completed.

Q.
WHY ARE ERCOT’S 2006 LABOR COSTS REASONABLE?

A.
As described above, ERCOT’s labor costs are reasonable and necessary in order for ERCOT to attract, retain, and motivate a qualified workforce.  ERCOT has in place rigorous planning and management processes to ensure adequate and efficient staffing.  Additional steps have been taken to ensure the reasonableness of ERCOT’s compensation and benefits (for example, the Mercer Compensation Review), and the efficiency of its use of staffing resources (for example, the Jefferson Workforce Analysis).  ERCOT’s current compensation and workforce practices are reasonable, and ERCOT will continue to improve efficiency and cost effectiveness by, among other things, responding to the recommendations of the recent reviews.  Given ERCOT’s current turnover and attrition rates, ERCOT must provide competitive compensation and benefit levels in order to retain current employees and attract future employees.

Q.
DOES THIS CONCLUDE YOUR DIRECT TESTIMONY AT THIS TIME?

A.
Yes, it does.

AFFIDAVIT

STATE OF TEXAS

§





§

COUNTY OF TRAVIS
§


BEFORE ME, the undersigned authority, Nancy McIntire, who, being first duly sworn, deposes and states:


“My name is Nancy McIntire.  I am employed as Vice President of Human Resources and Organization Development for the ERCOT at the Electric Reliability Council of Texas, having its principal place of business at 7620 Metro Center Drive, Austin, Texas.  I am over the age of twenty-one and am competent to make the following affidavit:

The foregoing testimony offered by me is true and correct and the opinions stated therein are, in my judgment and based upon my professional experience, true and correct.”

______________________________








Nancy McIntire


SUBSCRIBED AND SWORN TO BEFORE ME this ______ day of _______________, 2005.

______________________________








Notary Public, State of Texas


[image: image1.emf]Thomas F. Schrader

CEO

Sam Jones

Exe. VP & Chief 

Operating Officer

Steve Byone

Chief Financial 

Officer

Carolyn Shellman

General Counsel

Larry Grimm

Director,

Rob Connell

 Program Devlp. 

Director

Jeyant Tamby

Dir. Enterprise 

Architecture

Steve Grendel

Dir. Data Svcs. & 

Facilities

Kent Saathoff

Dir. Systems 

Operation

Bill Bojorquez

Dir. Transmission 

Services

Betty Day

Director, 

Commercial Ops

Dave Johnson

Dir Infrastructure 

Ops.  Svcs.

Ray Giuliani

VP & Chief of 

Market Operations

Richard Gruber

Director, Market 

Services

Ed Ettorre

Internal Audit 

Manager

Michael Petterson

Controller

Cheryl Yager

Treasurer

OPEN

Deputy General 

Counsel 

Mark Henry

Manager, NERC 

Compliance

Mike McCutchen

Manager, Facilities

Cagle Lowe

Manager, Network

Diran Obadina

Manager, EMMS 

Development

Bill Grantham

Manager, Web & 

Data Services

Calvin Opheim

Mgr. Settlement & 

Billing Apps.

Dave Farley

Mgr. Transaction 

Services

Carol McDonald

Manager, 

Corporate Apps.

Carlos Gonzalez-

Perez

Mgr. EMMS Ops

Joel Mickey

Mgr. Market Ops. 

Support

Steven Myers

Manager, Ops. 

Support

Ken Donohoo

Manager, System 

Planning

Dan Woodfin

Mgr.  Resource 

Planning

Ken Ragsdale

Mgr. Settlements & 

Billing Ops.

Roy McCoy

Mgr. Congest & 

Renew Credits

Don Tucker

Mgr. Settlement 

Metering

Ted Hailu

Mgr. Wholesale 

Client Services

Karen Farley

Mgr. ESI ID Data 

Integrity

Dale Goodman

Mgr. Retail CS & 

Retail Mkt Analy.

Andy Gallo

Sr. Corporate 

Counsel

Susan Vincent

Sr. Corporate 

Counsel

David Kasper

Budget Coordinator

Jim Dubensky

Procurement 

Manager

Vanessa Spells

Credit Manager

Ray Chase 

Mgr. Data Whse/

Data Archive

David Troxtell

Senior Project 

Manager

Gerry Abad

Senior Project 

Manager

Mohan Yeggoni

Mgr. Database 

Admin.

James Hinson

Chief System 

Operator

Paula Feuerbacher

Mgr. Wholesale 

Market Devlp.

Troy Anderson

Mgr. IT Impact 

Coord. & Analysis

OPEN

Manager, Market 

Rules

Paul Wattles

Mgr. Gov. Rel. & 

Communications

Srini Sundhararajan

Mgr Sys Ops Devlp

Beth Garza

Mgr. Congestion 

Analysis

Ann Delenela

Mgr. Info. Sys. 

Security

Jim Brenton

Director, Corp. 

Security 

Christian Lane

Mgr. Commercial 

Apps. Support

Nancy McIntire

VP HR & Org. 

Development

Ron Hinsley

Chief Information 

Officer

Joyce Manske

Mgr, Benefit Plng. & 

Admin

Ron Berry

Mgr, Physical 

Security

Adam Martinez

Mgr. Retail & Svc. 

Platform Dvlp.

Lisa Petoskey

Dir. Application 

Services

Todd Baxter

Mgr. System Eng. & 

Admin.

Aaron Smallwood

Mgr. IT Account 

Management

Dave Odle

 Mgr, Release 

Mgmt. 

Lynn Adams

Director HR & OD

Paige Allen

Mgr, HR/Staffing

 

To Manager Level 

Organization Chart

September 22, 2005

Cheryl Moseley

ICMP Manager


EXHIBIT NM-2

	ERCOT BENEFIT PLAN PROVISIONS 

	BENEFIT PROGRAM
	SUMMARY

	

	Health, Vision & Prescription Drug Program
	Health – PPO with 90/60 coverage, $20 office co-pay, member x 3 deductible and co-insurance maximums.

Vision – eye exam, frames and lenses annual benefit per person

Prescription Drug – Retail and Mail order, 3 tiered pricing.

	Dental
	Preventive – 100% coverage

Basic – 80% coverage

Major Treatment – 50% coverage

Orthodontia Lifetime Max - $1500

Member x 3 deductible

	Short Term Disability
	2 week elimination period

Benefits for up to 90 days

6 weeks at 100%

Remainder at 60% up to $1000/week

	Long Term Disability
	90 day elimination period

60% up to $10,000/month

	Basic Long Term Care
	90 day elimination period

$1000 policy paid by ERCOT

Up to $6000 policy paid by employee

Family coverage available

	Basic Employee Life & AD&D
	1 x annual salary provided by ERCOT

Up to 5 x salary paid by employee

Dependent coverage available

	Flexible Spending Accounts
	Health Care - $1500/year maximum

Dependent Care - $5000/year maximum

	Employee Assistance Program
	Short term counseling services

Work/life referral services

Legal and financial assistance

	Money Purchase Plan
	10% of base salary contributed by ERCOT

Vested 100% on 3 year anniversary

Several investment options

	401(k) Plan
	ERCOT matches 75% of up to 6% of salary

15% maximum employee contribution

Additional catch-up provision for employees 50 years of age or older

20% vested each year for 5 years

Loans and Hardship Withdrawals available

Several investment options


EXHIBIT NM-3
Current ERCOT Workforce


ERCOT’s current workforce can be grouped into four major categories, which comprise the percentage of ERCOT’s total workforce shown in parentheses: Executive/Director/Upper-Level Management (4%), Managers/Advanced Professionals/Supervising Engineers (9%), Leads//Professionals (72%), and Entry level/Non-Professional/Administrative staff (15%).  The most recent ERCOT Position Control Listing, which is a complete listing of ERCOT’s current employees by Job Title and Job Grade, is included as Workpaper WP.15.12.


Executive/Upper-Level Management:

The Executive/Director/Upper-Level Management group is composed of ERCOT’s Officers, Executives, division directors, and division and other upper-level managers, with Job Grade 14 or higher.  These positions are charged with the overall responsibility for the management and operation of ERCOT.  The employees who fill these positions have college-level degrees (mostly advanced degrees) in engineering, law and business, and have many years of high-level managerial experience in their respective fields.  The average salary for this group is approximately $169,000.  The range of salaries for these positions is generally  $110,000 to $340,000.


Manager/Advanced professionals:

The Manager/Advanced professional group is composed of ERCOT’s departmental managers, , unit managers, advanced professionals, and supervising engineers in Job Grade 13.  An example of one of these positions is the Manager of System Planning, who reports to the Director of Transmission Services in the System Operations organization.  The employees who fill these positions have college-level degrees, the majority of which are in engineering or other technical fields, and have many years of managerial an operational experience in their respective fields.  The average salary for this group is approximately $111,000.  The range of salaries for these positions is generally  $80,000 to $125,000.

Leads/Professionals:

This group is composed of those ERCOT employees with Job Grades 10 through 12 employed in professional occupations.  This group represents the bulk of ERCOT’s employees, including  ERCOT’s   accountants, computer and network administrators, project managers, system operators, operations engineers, account representatives and others.  The employees who fill these positions generally have college-level professional degrees or specialized technical training, and have experience in their respective fields.  The average salary for this group is approximately $79,000.  The range of salaries for these positions is generally $52,000 to about $105,000.


Entry Level/Non-Professional/Administrative:

This group is composed of those ERCOT employees with Job Grades 9 and below, serving in a variety of job positions.  This group includes a number of lower-level technical positions (such as entry-level computer administrators and help desk administrators), as well as ERCOT’s clerical and non-technical positions (such as data specialists and administrative assistants).  The employees that fill these positions have either college-level degrees or appropriate experience in their respective fields.  The average salary for this group is approximately $41,000.  The range of salaries for these positions is generally $23,000 to $60,000.
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