
IN THE MATTER OF THE APPLTCATION
OF IDAHO POWER COMPANY FOR AN
ORDER AUTHORIZING THE APPROVAL
OF A LONG TERM PROGRAM CONTRACT
WITH SIEMENS ENERGY, INC., AND
DEEERRAL OE ASSOCIATED COSTS.

L: 50

CASE NO. rPC-E-15-17

BEEORE THE IDAHO PUBLIC UTILITIES COMMISSION

IDAHO POWER COMPANY

REDACTED DIRECT TESTIMONY

OF

COURTNEY E. V{AITES



1

2

3

4

5

6

7

8

9

10

11

72

13

l4

15

76

L7

18

L9

20

2t

22

23

24

25

o.

A.

a.

A.

o.

A.

address j-s 1221 West ldaho Street, Boise, Idaho 83102.

Pl-ease state your name and busj-ness address.

My name is Courtney E. Waites and my business

By whom are you employed and j-n what capacity?

I am employed by Idaho Power Company ("Idaho

Please describe your educational background.

In December of 1998, I received a Bachelor of

Power" or "Company") as a Senior Regulatory Analyst in the

Regulatory Affairs Department.

Arts degree in Accounting from the Universi-ty of AIaska in

Anchorage, Alaska. In 2000, I earned a Master of Business

Administration degree from Alaska Pacific University. I

have attended New Mexico State University's Center for

Public Utilities and the National Associatj-on of Regulatory

Utility Commissioners "Practical Skills for the Changing

E1ectric Industry" conference, the Electric Utility

Consultants, Inc., "Introduction to Rate Desj-gn and Cost of

Service Concepts and Techniques for Electric Util-i-ti-es"

conference, Edison Electrj-c Institute's "Introduction to

Public Utility Accounting" course, Edison Electric

Institute's Electric Rates Advanced course, and SNL

Knowledge Center's "Essential-s of Regulatory Finance"

course.

o.

Idaho Power.

Please describe your work experience with
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A.

A. I began my employment with Idaho Power in

December 2004 in the Accounts Payable Department. In 2005,

I accepted a Regulatory Accountant position in the Einance

Department where one of my tasks was to assist in

responding to regulatory data requests pertaining to

financial issues. In 2006, T accepted my current position,

Regulatory Analyst, in the Regulatory Affairs Department.

My duties as a Regulatory Analyst include providing support

for the Company's various regulatory actl-vities, including

tariff administration, regulatory ratemaklng and compl-iance

filings, and the development of various prici-ng strategj-es

and policies.

What is Idaho Power requesting in this case?

Idaho Power is requesting (1) approval of a

Long Term Program (*LTP") Contract with Siemens Energy,

Inc. ("Siemens"), (2) approval of the transfer and sale of

certain assets to Siemens pursuant to Idaho Code S 67-328,

and (3) approval of the Company's proposed accounting

treatment of costs associated with the LTP Contract.

0.

proceeding?

What is the purpose of your testimony in thls

A. My testimony will describe

request for approval of the transfer and

assets to Siemens pursuant to ldaho Code

Idaho Power's

sale of certain

S 6!-328 and its
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request for approval of the Company's proposed accounting

treatment of costs rel-ated to the LTP Contract.

r. I.DAEO CODE S 61-328

o. Pl-ease describe the Company's request

approval of the transfer and sal-e of certain assets

Siemens pursuant to ldaho Code S 67-328.

A. As mentioned in the testimony of Mr. Mahlum,

Idaho Power currentl-y has capitalized spare parts on hand

in anticipation of maintenance outages. Vflith a LTP

Contract, the Company has no need for its current i-nventory

of spare parts; Siemens will provide all parts necessary

for maintenance and repair of Idaho Power's gas fIeet.

Under the terms of the LTP Contract, Siemens wil-l- take

ownership of Idaho Power's inventory of initial spare parts

for each combustion turbine ("initial spare parts"), as

Iisted in Exhibit G to the LTP Contract provided as

confidential Attachment 1 to the Applj-cation, and is

expected to remove them from Idaho Power's facilities soon

after the approval of the LTP Contract. In consj-deration

of the transfer of the initial spare parts to Siemens, the

contract price reflects a discount based on Idaho Power's

net book value of the initial spare parts.

o. Pursuant to ldaho Code S 67-328, an electric

utility must obtain approval from the Idaho Publ-ic

Utilities Commission ("Commission") before it sell-s or

REDACIED - WArrES, Dr 3
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1 transfers ownership in any generation, transmission, or

2 distrj-but j-on plant. Eurther, Idaho Code S 61-328 states

3 the Commission must find that the transaction is consistent

4 with the public interest prior to authorization of the

5 transaction. Is the transfer and sal-e of Idaho Power's

6 inj-tial spare parts to Siemens in the public interest?

7 A. Yes. In addition to the flnancial benefit of

8 reduced contract costs over the life of the agreement, the

9 transfer and sale of the lnitial spare parts will- all-ow for

10 the return of spare parts Idaho Power woul-d otherwise no

11 longer use. The demand for these specific spare parts is

L2 limited as the parts are no longer the latest technology

13 and have a limited buyer poo1, limiting its market val-ue.

14 The transfer and sal-e of the initial spare parts to Siemens

15 provides significant value to ldaho Power customers in the

16 form of reduced LTP Contract pricing.

L7 O. What is the net book val-ue of the initial

18 spare parts that will be transferred to Siemens?

!9 A. As of December 3!, 2074, the net book val-ue of

20 the assets that would be transferred to Siemens is

2L approximately $21.9 mill-ion on an Idaho jurisdictional-

22 basis.

23 O. Is the net book value of $21,.9 million in

24 initial spare parts part of the Company's approved rate

25 base?

REDACTED - V{AITES, Dr 4
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A. Approximately $19.1- million of the initial

spare parts Idaho Power is proposing to transfer to Siemens

is j-ncluded in the Company's Idaho rate base approved under

Order Nos. 32426 and 32585, Idaho Power's last general rate

case (Case No. IPC-E-11-08) and Idaho Power's request for

inclusion of the Langley Gulch power plant in rates (Case

No. IPC-E-72-14) . The remainJ-ng 92.9 mil-l-ion in initial-

spare parts are located at the Bennett Mountain and Danskin

plants with vintage years of 2072 and 2013, having been

placed in-service after the Company's last general rate

case.

O. How will Idaho Power's customers benefit from

the transfer and sale of the initial spare parts to

Siemens?

A. The transfer and sale of the initial spare

parts to Siemens will result in lower overall costs during

the life of the LTP Contract. As discussed in Mr. Mahlum's

testimony, Siemens wil-I install parts and equipment under

the LTP Contract that are the latest and most advanced

technology availabl-e on the market today. With this in

mind, Idaho Power identified the initial spare parts as

those parts the Company currently owns that would not be

used or installed as part of a LTP Contract. Durj-ng

negotiations with Siemens regarding the LTP Contract

pricing, Siemens agreed to take ownership of the initial

REDACTED - WATTES, Dr 5
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spare parts in exchange for reduced contract pricing based

on the net book val-ue of those parts. Therefore, over the

life of the LTP Contract, Idaho Power and its customers

will pay a lower cost and receive more technologically

advanced equipment than would exist under a Company-managed

maj-ntenance program.

O. Do you believe the transfer of ownership in

the initial spare parts to Siemens complies with ldaho Code

s 6t-328?

A. Yes. The transfer and sal-e of the initial

spare parts to Siemens is consj-stent with the public

j-nterest, will result in lower overall costs to Idaho Power

and its customers, and Siemens has the bona fide intent and

fj-nancial ability to operate and maintain the initial spare

parts 1n the public service.

II. PROPOSED ACCOT'NTIIIG TREATMENT

O. What is Idaho Power's proposed accounting

treatment for the costs associated with the LTP Contract?

A. Idaho Power requests approval of (1) the

deferral of the initj-ation fees to a regulatory asset, (2)

the transfer of the net book value of the initial- spare

parts and associated net tax expense to the regulatory

asset, and (3) a carrying charge on a portion of the

regulatory asset bal-ance.
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O. Why does the Company seek to defer the

initiation fees?

A. Whil-e the LTP Contract provldes significant

benefits to customers over the life of the contract, absent

the requested accounting treatment, the fj-nanclal impact to

the Company in the first few years is considerable,

primarily attributable to the initiation fees and net tax

expense. As mentioned in the testimony of Mr. Mahlum, the

initiation fees serve as a prepayment toward services that

will be performed by Sj-emens over the life of the

agreement. Because the expense is for work performed

throughout the duration of the contract, Idaho Power j-s

proposing to establ-ish the initiation fees,

on an Idaho jurisdictional- basisr ds a regulatory asset.

The Company is proposing to amortize that balance, on a

straight-Iine basis, over the length of the contract,

commencing on payment of the inj-tiation fee to Siemens.

The deferral and subsequent amortization of initiation fees

will more closely match the expense recognition with the

work being performed.

O. What is the length of the amortj-zation period

the Company is requesting?

A. Idaho Power is requesting an amortization

period of 20 years. As explained in the testimony of Mr.

Mahlum, the estimated expiration date of the LTP Contract

REDACTED - WAITES, DI 7
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varies by combusti-on turbine but ranges 18-22 years. Using

a 2O-year period will align the length of the amortj-zation

wi-th the range of the estj-mated contract duration.

O. What is Idaho Power's proposed accounting for

the deferral and amortization of the ini-tiati-on fees in a

regulatory asset?

A. Idaho Power proposes to record the deferred

initiation fee amounts to Federal Energy Regulatory

Commission ("FERC") Account L82.3, Other Regulatory Assets.

The Company will record amortization of the deferred

amounts to EERC Account 407.3, Regulatory Debits.

O. If approved, how would the Company transfer

the net book val-ue of the initial spare parts to a

regulatory asset?

A. If approved, the LTP Contract will provi-de for

the transfer and sale of the initial spare parts to Siemens

which, in turn, provides customers the benefit of lower

contract costs over the life of the LTP Contract. The

Company i-s requesting to transfer the unrecovered portion,

or net book vaIue, of the initial spare parts, $21.9

million on an Idaho jurisdictlonal basis subject to true-

up, at closing. The Company also proposes to amortize the

amounts on a straight-line basi-s over the estimated life of

the LTP Contract r ox 20 years, commencing on the execution

of the LTP Contract. The deferral and subsequent

REDACIED - WATTES, Dr 8
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amortization of the unrecovered portion of the initial

spare parts over the contract l-ife will more closely align

the benefits received from the LTP Contract with the costs

associated wlth transfer and sale of the assets

O. How does the amortization period of 20 years

compare to the current depreciable l-ife of the j-nitial

spare parts?

A. The initial spare parts have a remaining

depreciable life of 30 years so a 2}-year amortization

period is an acceleration of the remaining depreciable life

of the initial spare parts.

a. What is Idaho Power's proposed accounting for

the deferral- to and amorti-zation of the unrecovered amounts

of the initial spare parts in a regulatory asset?

A. Idaho Power proposes to record the deferral of

unrecovered initial spare parts to EERC Account 182.3,

Other Regulatory Assets, and record amortj-zatlon of the

deferred amounts to FERC Account 407.3, Regulatory Debits

o.

and sal-e of

A.

Will deferred taxes result from the transfer

the initial spare parts to Siemens?

Yes. The transfer and sale of the initial

spare parts to Siemens will create a net tax expense of

approximately $1.8 million on an Idaho jurisdictional

basis. Similar to the transfer of the unrecovered portions

of the initial spare parts, because the tax expense is a

REDACTED . WAITES, DI
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result of the transaction that will provide customers

benefits over the l-ife of the LTP Contract, the Company is

proposing to (1) record the net tax expense to FERC Account

282, Accumulated Deferred Income Taxes (debit Account 282,

Accumulated Deferred Income Taxes, and credit Account

410.1, Deferred Income Tax Expense) and (2) amortize the

amounts on a straight-line basis over the estimated life of

the LTP Contractr or 20 years (debit Account 410.1,

Deferred Income Tax Expense, and credit Account 282,

Accumulated Deferred fncome Taxes) .

o. Is Idaho Power proposing to accrue a carrying

charge on the amounts included in the regulatory asset?

A. Yes. The Company is propos j-ng to accrue a

carrying charge on of the regulatory asset,

in initiation fees and $2.9 million of the

initial spare parts. Because $2.9 million of the initial

spare parts has not yet been included in the Company's

authorized rate base and therefore the Company is not

currently earning a return on the amounts, Idaho Power is

requesting to accrue a carrying charge on that amount,

using the Company's most recent authori-zed rate of return.

O. Will approval of Idaho Power's request j-n this

case change customer rates at this time?

A. No, the Company is not requesting to change

customer rates at this time.

REDACTED - t{ArTES, Dr 10
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O. Has the Company determj-ned what, Lf aoy,

impact the LTP Contract wlII have on Idaho Power's revenue

requirement?

A. Yes. Idaho Power completed an analysis that

quantified the present value revenue requirement impact of

executing the LTP Contract over a 21-year period, the

estimated length of the agreement. The analysj-s compared

the annual revenue requirement difference between two

scenarios: (1) a scenario in which there was no LTP

Contract (the self-management scenario) and (2) an LTP

Contract scenario. Accordingly, this revenue requirement

analysis l-ooked at incremental costs associated with the

execution of the LTP Contract as compared to the costs that

would exist under continued self-management.

o. V'Ihat are the results of the present val-ue

revenue requirement analysis?

A. By entering into

Company' s Idaho jurisdictional-

reduced by approximately $7.3

(20Ls-2034).

A. Yes.

revenue impact to

customers.

the LTP Contract, the

revenue requirement would be

million over a 20-year period

O. Have you prepared an exhibit demonstrating the

esti-mated revenue requirement impact?

Exhibit No. 1 provides a summary of the

the Company's Idaho jurisdicti-onal retail

REDACTtsD - WAITES, DI 11
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O. Please explain what is driving the lower

annual revenue requirements.

A. The annual revenue requirement under the LTP

Contract generally provides for lower capital expenditures

and lower operating expense amounts over the estimated life

of the agreement, resulting in savings over 20 years.

o. If the LTP Contract provi-des cost reductions

over the next 20 years, why is Idaho Power not proposing to

reduce customer rates at this time?

A. The present value revenue requj-rement analysis

performed by the Company identified avoided costs that

would exist under the LTP Contract. Absent the LTP

Contract, these avoided costs would be included in future

rates for recovery from customers. However, because the

Ievel of recovery of equivalent costs currently included in

rates i-s less than the cost that would be incurred under

the LTP Contract, it is not appropriate to further reduce

rates at this time. The execution of the LTP Contract will

serve to keep future customer rates l-ower than they would

have otherwise been.

O. Please summarize Idaho Power's proposed

accounting treatment of costs associated with the LTP

Contract.

A. Idaho Power is requesting approval of a

regulatory asset that includes the deferra1 of $I

REDACTED - WATTES, Dr 12
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o.

A.

I or initiation fees pald to sj-emens , $21. 9 million

associated with the net book value of the initial spare

parts being transferred to Siemens, and $1.8 million

rel-ated to the net tax expense resulting from the transfer

and sal-e of the initial spare parts to Siemens. The

Company is proposing to amortize these amounts over the

estimated life of the LTP Contractr or 2A years. Einally,

Idaho Power is proposing a carrying charge equal to the

most recent authorized rate of return on

the regulatory asset balance.

Does this conclude your testimony?

Yes, it does.

of

WAITES, DI 13
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STATE OF IDAHO

County of Ada

SUBSCRIBED AND

June 20]-5.

ATTESTAIION OE' TESTII,ONY

SWORN to before me this 5th day of

expar :ozfoqJz02 I

WAITES, DI L4
Idaho Power Company

ss.

I, Courtney E. Waites, havi-ng been duly sworn to

testify truthfully, and based upon my personal knowledge,

state the following:

I am employed by ldaho Power Company as a Senior

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 Idaho that the foregoing pre-filed testimony

and exhibit are true and correct to the best of my

information and belief.

DATED this 5th day of June 2015.

urtney

.ot Af, f
{...d

tulr'\r'

-otary Publi
Residing at:
My commission
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