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Q. Please state your name and business address.

A, My name 1s Matthew T. Larkin. My business
address 1s 1221 West Idaho Street, Boise, Idaho.

Q. By whom are you employed and in what capacity?

A. I am employed by Idaho Power Company (“Idaho
Power” or “Company”) as a Regulatory Analyst in the
Regulatory Affairs Department.

Q. Please describe your educational background.

A. I received a Bachelor of Business
Administration degree in Finance from the University of
Oregon in 2007. In 2008, I earned a Master of Business
Administration degree from the University of Oregon. I
have also attended electric utility ratemaking courses
including The Basics: Practical Regulatory Training for the
kElectric Industry, a course offered through New Mexico
State University’s Center for Public Utilities, and
Introduction to Rate Design and Cost of Service Concepts
and Technigues, presented by Electric Utilities
Consulitants, Inc.

Q. Please describe your work experience.

A. I began employment with Idaho Power as a
Regulatory Analyst in January 2009. BAs a Regulatory
Analyst, I provide support for the Company’s various

regulatory activities, including regulatory reporting,
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financial analysis, and the development of various cost-
related studies. During my time with the Company, I have
assisted in the preparation of the Company’s Oregon Results
of Operations Report, retail revenue forecasts for

regulatory filings, and a number of cost-of-service

studies.

Q. What is the scope of your testimony in this
proceeding?

A, My testimony is divided into several sections.

In the first section, I will provide my determination of
the PCA forecast rate using the 2010 PCA base components
that were approved in Order No. 31042 in Case No. IPC-E-10-
01l. In the next section of my testimony, I will quantify
the True-Up and the True-Up of the True-~Up. The third
section of my testimony will address the inclusion of the
recovery of $10 million of the Energy Efficiency Rider
(“Rider”) deferral balance pursuant to Order No. 32217 in
Case No. IPC-E-10-27. The fourth section of my testimony
will detail the summation of the various PCA components and
the determination of the final PCA rates for each rate
class. The fifth section of my testimony will address the
revised Load Change Adjustment Rate (“LCAR”) as approved in
Order No. 32206 in Case No. GNR-E-10-03. Finally, my

testimony concludes with a description of the 2010 Idaho
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jurisdictional return on equity (“ROE”) determination
pursuant to the settlement stipulation (“Stipulation”)
approved in Order No. 30978 in Case No. IPC-E-09-30.

Q. Please describe the components of the PCA
base.

A. The PCA base is comprised of the following
FERC Accounts: FERC Account 501, fuel (coal); FERC Account
536, water for power; FERC Account 547, fuel (gas); FERC
Account 555, purchased power (both Public Utility
Regqulatory Policies Act of 1978 (“PURPA”) and non-PURPA
purchases); FERC Account 565, transmission of electricity
by others; and FERC Account 447, sales for resale

(typically referred to as surplus sales).

I. PCA FORECAST

Q. Please quantify the PCA component amounts
described above that are included in the PCA base from
which deviatioﬁs are to be tracked based on customers
receiving a 95 percent share.

A. Order No. 31042 approved the Company’s 2010
base level PCA component amounts from which deviations are

to be tracked at 95 percent for customer responsibility as

foliows:
Account 501, coal $167,718,084
Account 536, water for power 51,828,640
LARKIN, DI 3

Idaho Power Company



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

Account 547, gas $6,062,472

Account 555, non-PURPA $66,689, 601

Account 565, transmission 58,262,000

Account 447, surplus sales (592,642,114)

Net of 95 percent accounts 5157,918,683
Q. Please quantify the PCA component amounts

included in the PCA base from which deviations are to be
tracked based upon a 100 percent customer sharing
percentage.

A. Order No. 31042 approved PCA base component
amounts from which deviations are to be tracked at 100
percent for customer responsibility as follows:

Account 555, PURPA $62,851,454

Q. Please detail the amounts included in the PCA
projection for which deviations from base are to be tracked
based upon a 95 percent customer sharing percentage.

A. Based upon the Company’s March 31, 2011,
Operating Plan, the PCA projection of amounts for which
deviations from base are to be tracked at 95 percent for

customer responsibility is as follows:

Account 501, coal $153,268,0673
Account 536, water for power $2,291,000
Account 547, gas $8,971,778
Account 555, non-PURPA 562,308,530
LARKIN, DI 4
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Account 565, transmission $7,897,58¢6

Account 447, surplus sales (579,083,135)
Net of 95 percent accounts $155,654,432
Q. Does the recently approved special contract
with Hoku Materials, Inc. (“Hoku”} impact PCA computations?
A. Yes. Order No. 30748 approved the Energy

Sales Agreement (“ESA”) between Idaho Power and Hoku, which
provides that Hoku first block energy revenues are to be
reflected in PCA computations as i1if they were surplus
sales. For the 2011/2012 PCA year, the Hoku contract
suggests that the Company will collect $22,196,712 in
revenues associated with Hoku first block energy.
Subtracting this amount from the $155,654,432 projection

results in an adjusted net of $133,457,720.

Q. How were Hoku first block energy revenues
derived?
A, Expected revenues from Hoku first block energy

sales were derived using Hoku’s forecasted energy
consumption and expected minimum energy payments required
under the minimum billed energy clause of the ESA when
energy consumption falls below minimum contract levels.
The Company expects to receive minimum energy payments in

the months of April, May, June, and August of the 2011/2012
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PCA year, resulting in a customer benefit that will flow
through the PCA in the same manner as surplus sales.

Q. Are there any other adjustments that impact
PCA computations?

A, Yes. For the 2011/2012 PCA year, the Company
forecasts $7,813,887 of revenues resulting from the sale of
Renewable Energy Credits (“REC”) and Sulfur Dioxide (“S0;")
benefits, which further reduce this year’s PCA forecast.
The actual REC benefits are tracked in the PCA deferral
report. Subtracting the REC benefits of $7,767,137
combined with the SC; benefits of $46,750 results in an
adjusted PCA forecast amount of $125,643,833.

Q. What is the difference between the PCA
forecast amount of $125,643,833 and the $157,918,683 PCA
base amount approved in Order No. 310427

A. The PCA forecast amount of $125,643,833 is
$32,274,850 less than the PCA base amount of $157,918,683.

Q. What is the Operating Plan quantification of
PURPA expenses anticipated from April 2011 through March
201272

A. The March 31, 2011, Operating Plan anticipates
$99,801, 054 of PURPA expenses during the April 2011 through

March 2012 time period.
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0. How does this amount compare to the base level
of PURPA expenses gquantified in Order No. 310427

A. The Operating Plan quantification of PURPA
expenses i1s $36,949,600 greater than the $62,851,454
quantified in the Company’s update of power supply expenses
approved in Order No. 31042.

Q. What is the rate for the projection portion of
the PCA for April 2011 through March 20127

A. The rate for the projection portion of the PCA
is equal to the sum of (1) 95 percent of the difference
between the non-PURPA expenses quantified in the Operating
Plan and those guantified in the Company’s last approved
update of power supply expenses and (2) 100 percent of the
difference between PURPA-related expenses quantified in the
Operating Plan and those quantified in the Company’s last
approved update of power supply expenses, divided by (3)
the Company’s normalized system firm sales.

The rate for non-PURPA expenses is negative 0.2167
cents per kilowatt-hour (“kWh"), which is calculated by
multiplying negative 532,274,850 by 95 percent and then
dividing it by the normalized system firm sales of
14,147,195 megawatt-hour (“MWh”) ((-$32,274,850 * .95) /
14,147,1%5). The rate for PURPA expenses is 0.2612 cents

per kWh, which is calculated by dividing $36,249,600 by the
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normalized system firm sales of 14,147,195 MWh. The
projection portion of the PCA rate is 0.0445 cents per kWh,
which is calculated by adding negative 0.2167 cents per kWh

to 0.2612 cents per kWh.

II. TRUE-UP AND TRUE-UP OF THE TRUE-~UP

Q. Please describe the True-Up portion of the PCA
rate.

A. The True-Up portion of the PCA rate starts
with the Deferral Expense Report, attached as Exhibit No.
1. This Report compares actual PCA account results to last
year’s PCA account projections on a monthly basis, with the
differences accumulated as the deferral balance. The
balance at the end of March 2011, with interest applied,
was $4,181,114, as shown on row 78 of Exhibit No. 1.

Q. Has the Company made any adjustments to the
calculation of the True-Up?

A, Yes. Pursuant to the Idaho Public Utilities
Commission’s (“Commission”) findings in Order No. 31093,
the Company has modified the calculation of interest on the
PCA deferral balance. For the 2010/2011 PCA deferral,
interest was calculated according to base net power supply
expenses distributed to monthly walues utilizing an AURORA~-
based distribution shape, which is detailed on page 3 of

Exhibit No. 1. Once calculated, this interest was applied
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to base net power supply expenses distributed to monthly
values utilizing a revenue-based distribution shape as
shown on page 2 of Exhibit No. 1.

Q. Were there any one-time adjustments to the PCA
True-Up balances in the April 2010 through March 2011 time
frame?

A. Yes. There was an adjustment for the sale of
S0, credits, which reduces the True-Up amount by $491,740.

Q. Please describe the computation of this year’s
True-Up rate.

A, This year’s True-Up component of the PCA is
$3,689,374, which was computed by reducing the deferral
balance of $4,181,114 by the proceeds from the sale of S0
credits of $491,740. The revised deferral balance of
$3,689,374 divided by the Company’s projected Idaho
jurisdictional sales of 13,478,411 MWh results in a rate of
0.0273 cents per kWh.

Q. What is this year’s True-Up of the True-Up
rate?

A. The Company over collected this year’s PCA
True-Up balance by $18,152,666, as shown on row 97 of the
Deferral Expense Report. The True-Up of the True-Up rate

is calculated by dividing $18,152,666 by the projected 2011
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Idaho jurisdictional sales of 13,478,411 MWh, which results
in a rate of negative 0.1347 cents per kWh.

III. RECOVERY OF RIDER DEFERRAL BALANCE

Q. Please provide a description of Order No.
32217 in Case No. IPC-E-10-27 as it pertains to the PCA,

A. Order No. 32217 authorized the Company to
recover $10 million of the Rider deferral balance through
the PCA beginning June 1, 2011,

Q. How has the Company incorporated this recovery
into the PCA rate?

A.  As mandated in Order No. 32217, the recovery
of the Rider deferral amount through the PCA is not to
result in cost shifting between customer classes. To
comply with this directive, the Company has allocated the
$10 million Rider deferral amount to individual rate
classes based on each class’s proportion of total base
revenues for the test year June 1, 2011, through May 31,
2012. As detailed in Exhibit No. 2, this allocation method
prevents the shifting of costs between customer classes due
to recovery of the Rider deferral amount through the PCA.

IV. FINAL PCA RATE CALCULATION

Q. What 1s the resulting PCA rate when you

combine all of the described components?

LARKIN, DI 10
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A, The Company’s PCA rate for the 2011/2012 PCA
year is detailed in Exhibit No. 2. The uniform PCA rate is
comprised of: (1) the 0.0445 cents per kWh adjustment for
the 2011/2012 projected power cost of serving firm loads
under the current PCA methodology and 95 percent sharing,
(2) the 0.0273 cents per kWh for the 2010/2011 True-Up
portion of the PCA, and (3) the negative 0.1347 cents per
kWh for the True-Up of the True-Up. The sum of these three
components results in a negative 0.0629 cents per kWh
charge for all rate classes.

In addition to the uniform PCA rate, each rate class
is allocated a portion of the $10 million Rider deferral
balance authorized for recovery in Order No. 32217. When
this additional charge is added to the uniform PCA
components, the result is a different PCA rate for each
rafe class. The final‘combined PCA rates are listed by
class in column 6 of Exhibit No. 2.

Q. Have you calculated expected PCA revenue using
the PCA rates described above?

A. Yes. The Company would expect to credit
$8,477,921 (-.000629 * 13,478,411,203 kWh = -$8,477,921)
through the uniform PCA rate using the approved base power
supply expenses approved in Order No. 31042. The

additional $10 million authorized recovery of the Rider

LARKIN, DI 11
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deferral balance results in an overall expected collection
of $1,522,079 through the final combined PCA rates.

Q. What is the revenue impact of the requested
rates when compared to the PCA rate currently in effect?

A. Exhibit No. 3 provides a detailed description
of the overall revenue impact of this filing on each
customer class. As shown in Exhibit No. 3, applying the
requested PCA rates to expected customer loads for the June

2011 through May 2012 test year results in a net PCA

reduction of $40,44%,693,

Q. Should the Commission approve the Company’s
computation of the PCA rates?

A. Yes. The Commission should approve the
Company’s computation of the PCA rates. The calculation of
the PCA rates follows the methodology that was approved in
Order Nos. 30715, 30978, 3104Z, and 32217,

V. LOAD CHANGE ADJUSTMENT RATE

Q. Please provide a brief explanation of the

LCAR.

A, The LCAR (formerly referred to as the “Load
Growth Adjustment Rate” or “LGAR"”) is part of the PCA
mechanism intended to eliminate recovery of power supply
expenses assoclated with load deviations due to weather,

growing customer totals, or changing customer usage
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patterns. Since the PCA was first introduced in 1992, the
LCAR calculation has been the subject of extensive debate,
resulting in a number of modifications. Most recently the
Commission ordered the Company, Avista Corporation
(“Avista”), Rocky Mountain Power, Commission Staff, and
other interested parties to review the LCAR methodolegy in
Case No. GNR-E-10-03.

Q. Please describe the outcome of Case No. GNR-E-
10-03,

A. On March 15, 2011, the Commission issued Order
No. 32206 adopting a revised LCAR methodology proposed by
Avista. Through this proposal, Avista recommended a
methedology that “calculates the adjusted rate based upon
the energy classified portion of embedded production
revenue reguirement as established in the cost of service
for each utility.” Order No. 32206, p. 2. The Commission
approved this revised methodology with an effective date of
April 1, 2011.

Q. Has the Company calculated a revised LCAR
pursuant to the methodology outlined in Order No. 3220672

A. Yes. Pursuant to Order No. 32206, the Company
has calculated a revised LCAR of $19.36 per MWh. This rate
will be effective April 1, 2011.

Q. How was the $19.36 per MWh rate derived?

LARKIN, DI 13
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A, To comply with Commission Order No. 32206, the
Company first identified the fixed amount of the Idaho
jurisdictional energy classified portion of the embedded
production revenue requirement from its most recently
approved cost-of-service study in Case No. IPC-E-08-10.
However, because base net power supply expenses were
updated on June 1, 2010, per Order No. 31093, the Company
updated the variable portion of production revenue
requirement to align the LCAR with net power supply
expenses currently in base rates. After combining the
fixed amount from Case No. IPC-E-08-10 with the wvariable
amount reflecting base net power supply expenses currently
in rates, the Company derived an overall energy classified
embedded production revenue requirement of $286,698,607.
The Company then identified the Idaho jurisdictional firm
load used to develop current base rates as 14,812,596 MWh.
The final rate was calculated by dividing the $286,698,607
by 14,812,596 MWh to arrive at an updated LCAR of $£19.36

per MWh.

VI. 2010 IDAHO JURISDICTIONAL ROE

Q. Please provide a brief explanation of the
Stipulation approved in Order No. 30978.
A. The Stipulation approved in Order No. 30978

allows for the Company to accelerate amortization of
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accumulated deferred investment tax credits (“ADITC”) for
the years 2009 through 2011 should the Company’s Idaho
jurisdictional ROE fall below 9.5 percent. The Stipulation
also outlines a revenue sharing provision should the
Company’s Idaho jurisdictional ROE exceed 10.5 percent. 1In
addition to authorizing the accelerated amortization of
ADITC, the Stipulation states that the Company is not
allowed to file a general rate case with rates to become
effective prior to January 1, 2012. The stipulation also
allowed the Company to update base rate components for its
2010 PCA filing.

Q. Has the Company calculated the Idaho
jurisdictional ROE for the 2010 reporting year?

A, Yes. The Idaho jurisdictional ROE was
calculated at 10.37 percent for the twelve months ended
December 31, 2010.

Q. Does the 10.37 percent ROE require the
acceleration of the amortization of any ADITC or revenue
sharing pursuant to the Stipulation approved in Order No.
309787

A. No. The 10.37 percent ROE is between 9.5
percent and 10.5 percent resulting in no further action,

Q. Does this conclude your testimony?

A. Yes.

LARKIN, DI 15
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BEFORE THE

IDAHO PUBLIC UTILITIES COMMISSION

CASE NO. IPC-E-11-06

IDAHO POWER COMPANY

LARKIN, DI
TESTIMONY
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