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Q. Please state your name and business address.

A, My name is Kelley K. Noe. My business address
is 1221 West Idaho Street, Boise, Idaho 83702.

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 II.

Q. Please describe your educational background.

A, In May of 2004, I received a Bachelor of
Business Administration in Finance from Boise State
University. I have also attended electric utility
ratemaking courses, including “The Basics: Practical
Regulatoeory Training for the Electric Industry,” a course
offered through New Mexico State University’s Center for
Public Utilities as well as “Introduction to Rate Design
and Cost of Service Concepts and Technigues” presented by
Electric Utilities Consultants, Inc.

Q. Please describe your business experience with
Idaho Power Company.

A. In September 2006, 1 accepted a position at
Idaho Power as a Financial Analyst in the Finance
Department. My responsibilities as a Financial Analyst
were two-fold. In the credit analysis portion of my
position, I was responsible for gathering counterparty
credit and financial information, preparing a risk

analysis, and approving an appropriate credit limit
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assignment. When necessary, I negotiated security ozr
collateral documents in acccrdance with corporate credit
standards. The other responsibilities in my position
included providing the financial support for the Grid
Operations, Planning, and Operations Analysis and
Development grcoups. This included preparing studies,
reports, analyses, and recommendations in areas such as
budgets, forecasts, capital expenditure proposals,
financial plans, and regulatory requirements. In October
2010, T accepted a Regulatory Analyst II position within
the Regulatory Affairs department of the Company. My
duties as a Regulatory Analyst IT include gathering,
analyzing, and coordinating data from various departments
throughout the Company required for develcpment of
jurisdictional separation studies, as well as other

analyses that may be required.

Q. What i1s the purpose of your testimony in this
proceeding?
A, My testimony describes the Company’s proposed

implementation of the revenue sharing mechanism established
by the Idaho Public Utilities Commission (“Commission”} in
Order No. 30978 in Case No. IPC-E-09-30, which was
subsequently modified and extended by Order No. 32424 in
Case No. IPC-E-11-22. My testimony begins with a brief

outline of the mechanism as it was established in Case No.
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IPC-E-09-30 and the outcome of applying the mechanism to
year-end 2009, 2010, and 2011 financial results. Further,
my testimony details the mechanism as approved by Order No.
32424 in Case No. IPC-E-11-22, which modified and extended
the mechanism through 2014. My testimony concludes with
the determination of the 2012 revenue sharing benefits, the
allocation of benefits to individual customer classes, and
the proposed class-allocated benefits included in the 2013
Power Cost Adjustment (“PCA”).
I. BACKGROUND

Q. Please provide a brief description of the
revenue sharing mechanism established by Order No. 30978 in
Case No. IPC-E-09-30.

A, On January 13, 2010, the Commissicn issued
Order No. 30978 approving the settlement stipulation filed
in lieu of a general rate case in Case No. IPC-E-09-30.
Through this stipulation, a mechanism was established to
allow the Company to accelerate the amortization of
accumulated deferred investment tax credits (“ADITC”) if
the Company’s actual TIdaho jurisdictional year-end return
on equity (“ROE”) fell below 9.5 percent in any fiscal year
from 2009 through 2011. This mechanism also included a
provision for revenue sharing if the Company’s actual Idaho
jurisdictional year-end ROE exceeded 10.5 percent in any

year over the same three-year period. Per the terms of the
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stipulation, 50 percent of the Idaho jurisdictional year-
end ROE in excess of 10.5 percent was to be shared with
customers in the form of a rate reduction.

Q. Did the mechanism established by Order No.
30978 result in any action following the completion of the
2009-2011 fiscal years?

A, Yes. In 2011, the actual Idaho jurisdictional
ROE was 12.55 percent based on the Cempany’s actual year-
end financial results. Subsequently, the Company filed
Case No. IPC-E-12-13 which detailed the Company’s revenue
sharing amounts of $27.1 million as a reduction to customer
rates in the Company’s 2012 PCA and $20.3 million as an
offset to the Company’s pension balancing account,
resulting in an overall customer benefit of $47.4 miliion.

In 2009 and 2010, the Company’s actual Idaho
jurisdictional year-end ROE was between 9.5 and 10.5
percent, resulting in no accelerated amortization of ADITC
or revenue sharing.

Q. Please describe the mechanism as it was
modified and extended in Order No. 32424 in Case No. IPC-E-
11-22.

A, On December 27, 2011, the Commission issued
Order No. 32424 approving the settlement stipulation filed
December 12, 2011, extending the mechanism through 2014 and

modifying portions of the previous accounting order to
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amortize additional ADITC. More specifically, the order
approved modifications to the sharing portion of the
mechanism which allows for greater customer benefits,
First, for actual year-end Idaho earnings greater than 10
percent ROE up to and including 10.5 percent in the years
2012-2014, the earnings will be shared equally between
Idaho customers and the Company. The customer share will
be a reduction to rates at the same time the PCA becomes
effective. Under the priocr mechanism approved in drder No.
30978, customers would not have received a revenue sharing
benefit until an Idaho ROE of 10.5 percent was achieved.
Second, Idaho earnings above a 10.5 percent ROE will also
be shared, with customers receiving 75 percent of the
earnings applied as an offset to the Company’s pension

balancing account.

II. QUANTIFICATION OF YEAR-END 2012 REVENUE SHARING

Q. Please describe the methodology used to
determine the Idaho jurisdictional 2012 year-end ROE.

A. The methodology used to determine the
Company’s Idaho jurisdictional 2012 year-end ROE is the
same methodology used for the year-end 2009-2011 ROE
determinations. First, the Company prepared a full
jurisdictional separation study (“J35”) based on third
quarter financial information as of September 30, 2012, and

jurisdictional allocation factors from the 2011 Federal
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Energy Regulatory Commission Form 1 filing. The results of
this study were used to developkallocation factors for
various components of operating income and rate base.
Following the completion of the 2012 fiscal year, retail
revenues were directly assigned to each jurisdiction, and
the allocation factors from the third gquarter J3S were
applied to all other year-end system financial figures to
determine year-end Idahc jurisdictional net rate base and
operating income. Common equity was then allocated
according to each jurisdiction’s proportion of net rate
base. Finally, the Idaho jurisdictional year-end ROE was
determined by dividing the Idaho-allocated earnings on
commoen stock by the Idaho-allocated portion of common
equity.

Q. Have you provided an exhibit demonstrating the
application of this methodology?

A, Yes. Exhibit No. 1 provides a step-by-step
calculation of the Idaho jurisdictional ROE and subsequent
revenue sharing benefits based on year-end 2012 financial
results utilizing the Commission-approved methodology
described above (Order No. 32558 at 5).

Q. What was the Company’s Idaho jurisdictional

2012 year-end ROE?

NOE, DI 6
Idaho Power Company




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

A, As shown on line 46 of Exhibit No. 1, the
Company’s Idaho jurisdictional 2012 year-end ROE was 11.18
percent.

Q. Based on the terms of the settlement
stipulation approved in Order No. 32424, deoes this indicate
the need for revenue sharing with customers?

A. Yes. The 11.18 percent Idaho jurisdictional
ROE is greater than the 10 percent threshold for customer
revenue sharing.

Q. Has the Company quantified the Idaho
jurisdictional 2012 year-end earnings in excess of 10
percent?

A. Yes. As quantified on line 73 of Exhibit No.
1, in 2012, the Company’s earnings exceeded an Idaho
jurisdicticnal year-end ROE of 10 percent by $20,580,888.

Q. Per the terms of the settlement stipulation
approved in Order No. 32424, what portion of the
520,580,888 wiil bhe shared with customers?

A, As modified by the stipulation approved in
Order No. 32424, revenue sharing based cn year-end 2012
financial results will be provided to customers in two
tiers. The first tier reflects custcomers’ 50 percent share
of the Idaho jurisdictional 2012 year-end earnings in
excess of 10 percent RCE up to and including 10.5 percent.

The Idaho jurisdictional 2012 year-end earnings in excess
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of 10 percent ROE up to and including 10.5 percent ROE is
8,710,379 and is shown on line 63 of Exhibit 1. This
tier, calculated at 50 percent of $8,710,379, results in a
customer benefit prior to tax gross-up of 354,355,189,
After tax gross-up, customers receive a total rate
reduction of $7,151,221. These amounts are displayed in
Exhibit No. 1 on line 69.

The second tier reflects customers’ 75 percent share
of the Idaho jurisdictional 2012 year-end earnings in
excess of 10.5 percent ROE. The Idaho jurisdictional 2012
year—-end earnings in excess of 10.5 percent ROE is
$11,870,509 and is shown on line 66 of Exhibit 1. This
tier, calculated at 75 percent of $11,870,509, results in a
customer benefit prior to tax gross-up of $8,902,882.

After tax gross-up, customers receive a total benefit of
$14,618,532 in the form of an offset to the Company’s
pension balancing account. These amounts are displayed in
Exhibit Ne. 1 on line 71. After the 2012 fiscal year
earnings were finalized, an accounting entry was made to
reduce the pension deferral balancing account by
514,618,532 with an effective date of December 31, 2012, to
reflect this benefit,

Q. What is the total benefit customers will
receive as a result of revenue sharing based on the

Company’s actual year-end 2012 financial results?
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A. After tax gross-up, the combination of the
$7,151,221 reduction to rates and the $14,618,532 reduction
to the pension balancing account results in an overall

customer benefit of $21,769,753.

ITII. CLASS ALLOCATION

0. How does the Company propose to allocate the
$7,151,221 revenue sharing to customer classes?

A. The Company proposes to allocate the
$7,151,221 revenue sharing as a rate reduction to customer
classes based on each class’s proportional share of
forecasted base revenues for the June 1, 2013, through May
31, 2014, sharing period. Because the $7,151,221 revenue
sharing benefit is revenue driven, allocating these dollars
proportionally to base revenues aligns the allocation of
the benefit with the driver of the benefit.

Q. Is this the same methodology the Company used
to share 2011 revenues in Case No. IPC-E-12-137?

A. Yes it is. The main drivers of the mechanism
did not change with the modification and extension of the
mechanism as approved in Case No. IPC-E-11-22; therefore,
the Company believes it 1s appropriate to utilize the same
methodoleogy that was used to share the 2011 revenues.

Q. What is the impact of allocating the proposed
rate reduction to customer classes proportionally to base

revenues?
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A. Exhibit No. 2 details the allocation of the
$7,151,221 revenue sharing benefit to customer classes
proportionally to forecasted base revenues for the June 1,
2013, through May 31, 2014, sharing period. As displayed
in column G of Exhibit No. 2, each customer class recelves
a decrease of approximately 0.81 percent relative to

current base revenues.

Iv. RATE DESIGN

Q. How does the Company propose to include the
class-allocated revenue sharing benefits in rates?

A. With the exception of the Special Contracts
for Micron, Hoku, the U.S. Department of Energy, and J.R.
Simpleot, Inc. (“Special Contracts”), the Company proposes
to include the class-allocated revenue sharing benefits as
an offset to the 2013 PCA rates effective June 1, 2013,
through May 31, 2014, as detailed in this case by Mr. Scott
Wright. The class allocated revenue sharing dollar amounts
are divided by each class’s expected kilowatt-hour (“kWh")
usage over the twelve-month sharing period to derive a
cents-per-kWh offset to PCA rates. Column F of Exhibit No.
2 details the proposed class-specific revenue sharing rates
I have provided to Mr. Wright to be included as an offset
in the 2013 PCA rates.

Q. What is the Company’s proposal for providing

revenue sharing benefits to its Special Contracts?
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A. Rather than providing revenue sharing benefits
to Special Contracts through a volumetric rate, the Company
proposes to provide Special Contracts a flat dellar-per-
month credit in twelve equal portions tc serve as an offset
to monthly invoices billed for June 2013 through May 2014.
This monthly revenue credit is calculated at one-twelfth of
the total revenue sharing benefit allocated to each Special
Contract as displayed in column E of Exhibit No. 2.

Q. Why is the Company proposing to provide
revenue sharing benefits to Special Contracts through a
flat dollar-per-month credit rather than a volumetric
cents-per-kWh rate in the same manner as other rate
classes?

A The Company’s Special Contracts are comprised
of single customers and are not expected to shift between
rate classes over the twelve-month test period; providing a
flat dollar-per-month credit is both a practical and
accurate way to provide revenue sharing benefits to these
customers.

Q. Is the Company’s rate design proposal for the
2012 revenue sharing benefits the same as what was proposed
and approved for the sharing of the 2011 revenues in case
IPC-E-12-137

A. Yes, the Company is proposing to provide the

2012 revenue sharing benefits as a cents-per-kWh offset to
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all rate classes,

excluding the Special Contracts, and a

flat dollar~per~month credit to the Special Contract

customers.

Q.

A.

Does this conclude your tftestimony?

Yes,

it does.
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ATTESTATION OF TESTIMONY
STATE OF IDAHO )
) Ss.
County of Ada )

I, Kelley K. Noe, having been duly sworn to testify
truthfully, and based upon my personal knowledge, state the
fellowing:

I am employed by Idaho Power Company as a Regulatory
Analyst in the Regulatory Affairs Department and am
competent to be a witness in this proceeding.

I declare under penalty of perjury of the laws of
the state of TIdaho that the foregoing pre-filed testimony
and exhibits are true and correct to the best of my

information and belief.

DATED this lsmday of April, 2013.

) £ o

kel K. Noe

SUBSCRIBED AND SWORN to before me this C; day of

April, 2013.
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IDAHO POWER COMPANY

ADDITIONAL INVESTMENT TAX CREDIT ANALYSIS
For the Twelve Months Ended December 31, 2012

[ Actusl Saplsmbar 30, 2012 ] | Actusl Dacambar 31, 2042 ]
TOTAL TOTAL
STSTEM Phda B0 % SYSTEH [N BMHO%
TELSUMMARY OF RESULTS ***
TOTAL COMBNED RATE BASE 2801012173 2,785,704,725 05 7% Seplember AlocationsRalios
DEVEL OFIAENT OF MET NCOME [ Updats figures In REO |
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RETAL SALES REVENUES (el 442 1 Rev) 730,208,520 €60,625,014 Direct Assign 044,009,810 €00,840 820 Direcl Assgn
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ACTUAL YEAR-END RESULTS - BEFORE (TC ADJUSTMENT
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COABAON EQUITY AT YEAR END 1833604409 \/ 1,567,863,153 857% (L10)
RETURN ON YEAR-ENO COMMON EQUITY 1107% 11.16%
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INVESTMENT TAX CRECIT ADJUSTRENT (20,063,654) (L43-L43)7(1-95%)
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