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BOARDMAN POWER PLANT ANNUAL REVIEW

FOR THE YEAR ENDING 2015
March 11, 2016

I. INTRODUCTION

Pursuant to Idaho Public Utilities Commission (“Commission”) Order Nos. 32457
(Case No. IPC-E-11-18) and 32549 (Case No. IPC-E-12-09), Idaho Power Company
(“Idaho Power” or “Company”) has completed its annual update to the Boardman power
plant (“Boardman”) levelized revenue requirement and review of the Boardman
Balancing Account for 2015. The purpose of this report is to provide the Commission
with (1) an updated levelized revenue requirement calculation along with a description
of actual investments made during the prior calendar year and rationale for any change
in the forecast of investments to be made in the future and (2) a revenue collection
worksheet that tracks the over or under collection of the previous year's revenue.
Because the results of this annual review demonstrate that there is not a material
difference between associated revenue from current rates and the updated Boardman
levelized revenue requirement, and because any such differences are tracked within the
Boardman Balancing Account, the Company is not recommending a rate change as part
of this report.

Il. BACKGROUND

On September 26, 2011, Idaho Power filed an application with the Commission
requesting an order (1) accepting the Company’s accounting and cost recovery plan for
the early shutdown of Boardman and (2) allowing the Company to establish a balancing
account to track shutdown-related costs and benefits (Case No. IPC-E-11-18). In

February 2012, the Commission issued Order No. 32457 authorizing the Company to
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establish a balancing account to track the incremental costs and benefits associated
with the early shutdown of Boardman. Idaho Power will incur costs associated with (1)
a return on undepreciated capital investments at Boardman until its shutdown, (2) the
accelerated depreciation associated with Boardman investments, and (3)
decommissioning costs related to the Boardman shutdown. Under this approach, the
Company would replace the then current non-levelized base rate revenue recovery
associated with the Company’s existing investment in Boardman with a levelized
revenue requirement that is tracked in the Boardman Balancing Account. The
Boardman Balancing Account smoothes revenue requirement impacts of the early
Boardman retirement over the remaining years of the plant’s life and provides an
opportunity for full recovery of Boardman-related costs by Boardman life end.

On February 15, 2012, Idaho Power requested authority to increase rates to
begin recovery of the levelized revenue requirement associated with Boardman (Case
No. IPC-E-12-09). The Commission issued Order No. 32549 on May 17, 2012,
authorizing implementation of the cost recovery approach approved in Order No. 32457
and increasing the Company’s annual revenue requirement by $1,525,501 effective
June 1, 2012, to reflect the new levelized Boardman revenue requirement. On March
12, 2013, Idaho Power filed its Boardman Power Plant Annual Review for the year
ending 2012. The Company did not request to adjust rates at that time and committed
to continue to review the Boardman Balancing Account annually and update the
Boardman levelized revenue requirement. Similarly, Idaho Power filed its Boardman
Power Plant Annual Review for the years ending 2013 and 2014 and did not request to

adjust rates either time.
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lll. THE LEVELIZED REVENUE REQUIREMENT CALCULATION

The revenue requirement calculation approved by Order No. 32457 includes the
return associated with the Boardman capital investments net of accumulated
depreciation forecasted through the remaining life of Boardman, the costs of
accelerating the depreciation of the Boardman plant items, and the decommissioning
costs associated with the shutdown of Boardman. Each of these revenue requirement
components are subsequently “levelized” by calculating the present value of each of the
individual items and converting the values into an annuity or level payment stream from
customers over the remaining life of Boardman using a return on equity (‘ROE”) of 9.5
percent, as approved in Order No. 32457. The 9.5 percent ROE corresponds with the
ROE threshold for accelerated amortization of accumulated deferred investment tax
credits approved by Order Nos. 32424 and 33149 (Case Nos. IPC-E-11-22 and IPC-E-
14-14). The levelized revenue requirement calculation can be separated into three
components: (1) the revenue requirement on existing investments as of May 31, 2012,
prior to when the Boardman Balancing Account was established; (2) the revenue
requirement on incremental investments after May 31, 2012, after the Boardman
Balancing Account was established; and (3) the revenue requirement associated with
future decommissioning and offsetting salvage costs.

Revenue Requirement on Existing Investments. The revenue requirement

component related to existing investments is based on the Boardman-related plant
balances in effect prior to the establishment of the Boardman Balancing Account or
existing investments at May 31, 2012. In Case No. IPC-E-12-09, the approved

accelerated depreciation expense was based on a net plant balance that included
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actual plant values as of December 31, 2011, and forecasted reserve balances through

May 31, 2012. During the review of the Boardman Balancing Account for 2012, Idaho
Power updated the revenue requirement on existing investment components to include
actual plant balances as of May 31, 2012. For actual Boardman investments as of May
31, 2012, the total levelized revenue requirement, including incremental depreciation
expense associated with the 2020 shutdown, is approximately $3.7 million on an Idaho
jurisdictional basis. This component of revenue requirement remains constant through
the remaining life of Boardman.

Revenue Requirement on Incremental Investments. The revenue requirement

component related to incremental investments captures all plant investments made at
Boardman after May 31, 2012, or when the Boardman Balancing Account was
established. Although the Environmental Protection Agency has approved Portland
General Electric Company’s (‘PGE”) Boardman shutdown plan with coal-fired
operations ceasing on December 31, 2020, required investments have been made in
emission controls at the plant as a result of compliance with the Best Available Retrofit
Technology Il (BART II) standards in addition to normal maintenance repairs required to
keep the plant operational. Idaho Power has completed all anticipated emission
controls upgrades and expects routine capital expenditures for repairs throughout the
plant’s remaining life.

The levelized revenue requirement associated with incremental investments at
Boardman is approximately $795,000 on an Idaho jurisdictional basis. This year’s
update to the revenue requirement on incremental investments includes actual capital

investments made from January 1, 2015, through December 31, 2015, and an update to
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the Boardman capital expenditures forecast for 2016 through 2020. Total capital
additions for 2015 were approximately $230,000, which was slightly lower than the
forecasted 2015 amount of $264,000. The majority of the capital investments made in
2015 were for the installation of a new sewage lagoon liner, the upgrade of the
calculation engine, a remodel of the control room to improve functionality, and the
installation of variable frequency dumper drives.

The capital additions forecast for 2016 through 2020 did not change significantly
from last year's Boardman Balancing Account review when reviewed in total; an overall
decrease of approximately $350,000 in forecasted plant additions is expected over the
next five years. Included in the decrease is the addition of a $450,000 investment in
2018 to expand the ash handling disposal area. The expansion is required to prevent
the plant from having to ship ash to a third-party disposal area. However, the increase
in 2018 investments is offset by decreases in forecasted investments in 2016, 2017,
2019, and 2020, resulting in the overall reduction in forecasted plant additions of
$350,000.

Revenue Requirement on Decommissioning and Salvage Costs. Idaho Power

estimated its share of the decommissioning and salvage costs by applying the
Company’s 10 percent ownership percentage to the decommissioning study performed
by Black & Veatch for PGE. Because a new study has not been completed since
approval of the Company'’s levelized revenue requirement in Case No. IPC-E-12-09, no
updates have been made to the decommissioning costs and expected salvage.
However, PGE has contracted with a vendor to prepare a new decommissioning study,

which is expected to be finalized mid-2016. The updated study will provide Idaho
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Power with a more accurate forecast of decommissioning and salvage costs as the

plant’s closure nears. Idaho Power anticipates these updated costs will be included
next year when the Company completes its Boardman Balancing Account review for
2016. The total decommissioning costs and expected salvage included in the levelized
revenue requirement calculation is approximately $505,000 on an Idaho jurisdictional
basis.

Attachment 1 details the derivation of the updated levelized revenue requirement
and the Idaho jurisdictional share of the revenue requirement. The following is a
summary of the Idaho jurisdictional levelized revenue requirement computation based

on the sum of the updated components:

Existing investments $3,694,723
Incremental investments $ 794,985
Decommissioning and salvage costs $ 505,053
Updated levelized revenue requirement $4,994 761

With the approval of an incremental revenue requirement of $1,525,501, Order
No. 32549 increased the Boardman-related revenue requirement in base rates to
$5,174,794 on an Idaho jurisdictional basis. The difference between the updated
levelized revenue requirement and the current levelized revenue requirement amount
for Boardman is a negative $180,033 ($4,994,761 - $5,174,794 = ($180,033)). Based
on updated plant investment data, the Company’s quantification of the levelized
revenue requirement associated with the early shutdown of Boardman is slightly less
than previously calculated.

In 2014, Idaho Power and PGE entered into an Asset Purchase Agreement
(“APA”) for the conveyance and sale of a partial interest in certain Boardman

components and common facilities necessary or convenient to the operation of PGE's
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Carty Generation Station, collectively referred to as “Shared Facilities.” The purchase
price associated with the APA for the purchase of Shared Facilities at Boardman was
$620,205, resulting in a gain of $264,060 on a total system basis. Idaho Power
computed the annual credit to customers by converting the gain into an annuity or level
payment stream over the remaining life of the plant at the time the APA was executed,
or six years. The Idaho jurisdictional portion of this levelized annual payment is $50,712
and is an offset to the annual revenue requirement impact to customers, as shown on
Attachment 1.

IV. THE TRACKING OF REVENUE COLLECTIONS
AND REVENUE REQUIREMENTS

In Case No. IPC-E-12-09, the Company proactively committed to tracking (1) the
monthly deviations between forecast revenue collection and actual revenue collection
and (2) deviations between existing levelized revenue requirement calculations and
updated levelized revenue requirement calculations. Order No. 32549 approved an
incremental annual revenue requirement of $1,525,501 effective June 1, 2012, and
Idaho Power adjusted base rates accordingly using forecasted annual sales of
13,172,433 megawatt-hours. Attachment 2 details the tracking of the monthly
deviations between the forecasted revenue collections and actual revenue collections.
From January 1, 2015, through December 31, 2015, actual revenue collections were
slightly higher than forecasted revenue collections, resulting in a 2015 true-up of
approximately negative $40,000. In an attempt to smooth adjustments to customers’
rates, the Company will spread the true-up of the deviation of the revenue collections
over the remaining life of Boardman (i.e., the remaining five years), resulting in a single-

year true-up of approximately negative $8,000. Applying this amount to the single-year
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true-ups for 2012, 2013, and 2014 produces a total deviation of revenue collections of
approximately negative $31,000.

As stated previously, the deviation between the updated levelized revenue
requirement and the existing levelized revenue requirement is a negative $180,033,
creating a true-up of negative $567,441 since establishment of the Boardman Balancing
Account on June 1, 2012. Smoothing the adjustment to the annual revenue
requirements by spreading the deviation over the remaining five years of Boardman's
life results in a true-up of approximately negative $129,000. Attachment 3 details these
quantifications.

Attachment 1 presents a summary of the updated levelized revenue requirement
calculation as compared to the original Boardman levelized revenue requirement used
to establish current base rates along with other tracking adjustments. As can be seen
on Attachment 1, the net change in the annual revenue requirement associated with the
updated levelized revenue requirement calculation is negative $180,033. The levelized
revenue requirement impact of the gain associated with the sale of the Shared Facilities
to PGE is negative $50,712. The true-up of prior years’ revenue collections is negative
$31,438. And, finally, the true-up of the prior years’ levelized revenue requirements is
negative $129,024. The sum of each of these categories suggests the updated annual
revenue requirement for Boardman is $391,207 below the level currently reflected in
base rates.

V. RECOMMENDATION

Because the difference in the annual revenue requirement of a negative

$391,207 is quite small as a percentage of Idaho Power’'s Idaho jurisdictional retail
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revenues, and because any such differences are tracked through the Boardman
Balancing Account, the Company is not requesting to adjust base rates at this time.
Instead, the Company recommends that the difference in the annual revenue
requirement associated with Boardman and any true-up recorded in the Boardman
Balancing Account remain in the balancing account to offset future positive differences
or for future refund to customers. Idaho Power will continue to annually review the
Boardman Balancing Account and update the Boardman levelized revenue requirement
until the plant has ceased operations and through completion of decommissioning

activities.
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