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Q. PLEASE IDENTIFY YOURSELVES.

A. (by Mr. Gray) My name is Richard Gray. I am currently employed as a Contract
Administrator and Senior Management Analyst with the Office of Transportation for the
City of Portland (“PDOT”). My business address is 1120 S.W. 5% Avenue, Room 800,
Portland, Oregon 97204. My qualifications are listed in COP/305.

(by Mr. Harris) My name is John S. Harris. I am employed as the Transportation
and Streetlighting Superintendent for the City of Gresham, Department of Environmental
Services. My business address is 2123 SE Hogan Road, Gresham, Oregon 97080. My
qualifications are listed in COP/COG/LOC/201.

(by Mr. Peters) My name is Lon L. Peters. My business address is 607 S.E.
Manchester Place, Portland, Oregon 97202. 1 am the President of Northwest Economic
Research, Inc. My qualifications are listed ih COP/303.

Q. ON WHOSE BEHALF ARE YOU SPONSORING THIS TESTIMONY?
A. This is jointly sponsored by the City of Portland (“Portland”) and the City of
Gresham (“Gresham”).

Q. WHAT IS THE PURPOSE OF THIS TESTIMONY?

A. In this testimony we address one issue: Customer Impact Offset (“ClIO”). We
review PGE’s proposed limit on rate increases for certain schedules to two times the
average rate increase. This is known as the Customer Impact Offset. We conclude that
the CIO should be reduced to 1.5.

Q. PLEASE DESCRIBE PGE’S IMPLEMENTATION OF THE CIO.

A. The calculations in the marginal cost analysis and the streetli ght cost study lead,

not surprisingly, to different rate increases for different rate schedules. It is theoretically

UE 180 - Direct Testimony of Gray, Harris and Peters 1



COP/COG/100
Gray-Harris-Peters/2

possible for one customer class (defined by rate schedule) to face a rate increase that is
significantly different from the average increase, and different from the rate increases
faced by other customer classes.

In this case, PGE has proposed a CIO of 2.0. This means that no one customer
class (i.e., raté schedule) will face a rate increase greater than two times the average rate
increase. The calculation of the CIO is shown in PGE/1304, p. 10. As proposed by PGE,
this CIO shifts costs from Schedules 47, 49, 91, 92 and 93 to the other rate schedules, in
the total amount of $3.88 million, or about 0.25 percent of total expected revenues.

Q. WHAT IS THE PURPOSE OF THE CIO?

A. Our understanding of the CIO is to avoid the “rate shock” that could result from
changes in rate design over time. See PGE/1300, p. 21.

Q. IS THE CIO A PRECISE TOOL TO ACHIEVE THIS TARGET?

A. No. As we have noted in other testimony (see COP/COG/LOC/200), there are
several questionable assumptions in PGE’s streetlight cost study. These questionable
assumptions, in part, drive a rate increase for Schedule 91 that would be 18.9 percent
absent the CIO. See PGE/1304, p. 10. The choice of 2.0 for the CIO threshold may be
Just as arbitrary as some of the assumptions that went into the calculation of streetlight
rates.

Q. WHAT DID PACIFICORP PROPOSE FOR THE EQUIVALENT OF CIO
IN UE 179?

A. PacifiCorp proposed 1.5 for the equivalent of the CIO, although that is moot in
light of the settlement agreement filed in UE 179. PacifiCorp refers to this as the “Rate
Mitigation Adjustment”, Schedule 299. See PPL/1100, Griffith/4 in UE 179.

Q. WHAT WOULD THE IMPACT BE OF REDUCING THE CIO TO 1.5?

UE 180 - Direct Testimony of Gray, Harris and Peters 2



COP/COG/100
Gray-Harris-Peters/3

A. According to PGE’s calculations, this would increase the cost to the other rate

schedules from $3.88 million to $4.56 million, or about $680,000 per year in total.

Relative to the total size of the annual revenue requirement, this higher CIO would be

four one-hundred-thousandths of one percent. See COP/COG/101.

Q. WHAT DO YOU PROPOSE IN THIS CASE?

A. PGE should reduce the CIO to 1.5. This would be consistent with the proposal in

PacifiCorp’s filing, would reduce the disparity among customer classes in the proposed

rate increases, and would mitigate any erroneous assumptions that drive calculations of

charges in Schedule 91.

Q. HOW WILL THE PROPOSED SETTLEMENT REGARDING REVENUE
REQUIREMENTS IN THIS CASE AFFECT THE REDUCTION OF THE
CIO FROM 2.0 TO 1.5?

A. Because the total size of the rate increase will be lower with the proposed

settlement, the impact on all customer classes of reducing the CIO from 2.0 to 1.5 will

fall. Thus, the total impact on all other customers of reducing the CIO threshold will be

less than $680,000 annually.

Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY ON THIS
SUBJECT?

A. Yes.
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CERTIFICATE OF SERVICE

I hereby certify that I served a copy of the foregoing CITY OF PORTLAND/CITY OF
GRESHAM - DIRECT TESTIMONY OF RICHARD GRAY, JOHN HARRIS, AND LON L.
PETERS ON CUSTOMER IMPACT OFFSET on the individuals on the attached Service List by
electronic mail and, for those individuals who have not waived paper service, by First Class Mail
with the U.S. Postal Service in a sealed envelope with postage paid, and deposited in the post

office at Portland, Oregon on said day.

DATED this 9" day of August, 2006

Sopami. (ultiia

Benjaniin Walters, OSB #85354
Senior Deputy City Attorney
Of Attorneys for City of Portland
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