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Q. Please state your name, business address, and
present position with Idaho Power Company (“Idaho Power” or
“Company”) .

A. My name is Timothy E. Tatum. My business
address is 1221 West Idaho Street, Boise, Idaho 83702. I
am employed by Idaho Power as the Vice President of
Regulatory Affairs in the Regulatory Affairs Department.

Q. Please describe your educational background.

A. I earned a Bachelor of Business Administration
degree in Economics and a Master of Business Administration
degree from Boise State University. I have also attended
electric utility ratemaking courses, including “Practical

”

Skills for The Changing Electrical Industry,” a course
offered through New Mexico State University’s Center for
Public Utilities, “Introduction to Rate Design and Cost of
Service Concepts and Techniques” presented by Electric
Utilities Consultants, Inc., and Edison Electric
Institute’s “Electric Rates Advanced Course.” In 2012, I
attended the Utility Executive Course at the University of
Idaho.

Q. Please describe your work experience with
Idaho Power.

A. I began my employment with Idaho Power in 1996

as a Customer Service Representative in the Company’s

Customer Service Center where I handled customer phone

TATUM, DI 1
Idaho Power Company



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

calls and other customer-related transactions. In 1999, I

began working in the Customer Account Management Center
where I was responsible for customer account maintenance in
the areas of billing and metering.

In June of 2003, I began working as an Economic
Analyst on the Energy Efficiency Team. As an Economic
Analyst, I was responsible for ensuring that the demand-
side management (“DSM”) expenses were accounted for
properly, preparing and reporting DSM program costs and
activities to management and various external stakeholders,
conducting cost-benefit analyses of DSM programs, and
providing DSM analysis support for the Company’s Integrated
Resource Plan.

In August of 2004, I accepted a position as a
Regulatory Analyst in the Regulatory Affairs Department.

As a Regulatory Analyst, I provided support for the
Company’s various regulatory activities, including tariff
administration, regulatory ratemaking and compliance
filings, and the development of various pricing strategies
and policies.

In August of 2006, I was promoted to Senior
Regulatory Analyst. As a Senior Regulatory Analyst, my
responsibilities expanded to include the development of

complex financial studies to determine revenue recovery and

TATUM, DI 2
Idaho Power Company




10

11

12

1.3

14

15

16

17

18

19

20

21

22

23

24

25

pricing strategies, including the preparation of the

Company’s cost-of-service studies.

In September of 2008, I was promoted to Manager of
Cost of Service and, in April of 2011, I was promoted to
Senior Manager of Cost of Service and oversaw the Company’s
cost-of-service activities, such as power supply modeling,
jurisdictional separation studies, class cost-of-service
studies, and marginal cost studies. In March 2016, I was
promoted to Vice President of Regulatory Affairs. As Vice
President of Regulatory Affairs, I am responsible for the
overall coordination and direction of the Regulatory
Affairs Department, including development of jurisdictional
revenue requirements and class cost-of-service studies,
preparation of rate design analyses, and administration of

tariffs and customer contracts.

Q. What is the Company requesting in this case?
A. The Company is requesting that the Idaho
Public Utilities Commission (“Commission”) (1) acknowledge

the potential for long-term operational and net cost
savings benefits related to Idaho Power’s proposed
participation in the western Energy Imbalance Market
("EIM”), (2) authorize the establishment of a regulatory
deferral account to track necessary incremental costs

associated with EIM participation, and (3) authorize the
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Company to recover, in a future rate proceeding, the

estimated incremental costs of joining the EIM.

Q. How is the Company’s case organized?

A. My testimony in this case will present a
quantification of the long-term cost savings benefits that
could be obtained by Idaho Power on behalf of its customers
through participation in the western EIM. Further, I will
describe Idaho Power’s proposed accounting treatment for
incremental costs associated with participation in the
western EIM, and the Company’s request for authorization of
future recovery of these costs. The testimony of Company
witness Kathleen Anderson will describe in detail the
operational aspects of joining the EIM, as well as the
estimated costs and benefits of EIM participation.

Q. What is an EIM?

A. An EIM is a real-time market to dispatch
economic bids voluntarily offered by participating
resources in order to efficiently balance supply, transfers
between balancing authority areas, and load across the EIM
footprint, including Idaho Power’s service area.

Q. Why is Idaho Power considering becoming a
member of an EIM?

A. Participation in an EIM is likely to result in
real, sustainable cost savings that will benefit customers

over the long term. Moving from the current hourly market
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structure to a sub-hourly, five-minute imbalance market is

expected to lead to increased surplus sales opportunities,

as well as net cost savings from increased access to

others’ lower-cost generation, translating into reduced

annual Net Power Supply Expenses (“NPSE”). Under currently

approved regulatory accounting practices, the majority of

the benefits of reduced NPSE (95 percent of the Idaho

jurisdictional share) will automatically flow directly to

customers through the Company’s annual Power Cost

Adjustment (“PCA”) mechanism. In addition, the Company

anticipates that participation in the western EIM may

result in improved transmission congestion, enhanced

reliability, and more efficient integration of intermittent

resources, further reducing power supply costs. Ms.

Anderson addresses these benefits in greater detail in her

testimony.

Qs Has Idaho Power quantified the potential cost

savings benefits that could be derived from participation

in an EIM?

A. Yes, as described in greater detail in the

testimony of Ms. Anderson, Idaho Power contracted with

Energy and Environmental Economics,

Inc. (“E3”) to perform

a comprehensive study that estimates the potential for

reduced NPSE that may exist with the Company’s

participation in the western EIM.

The E3 study indicates
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sub-hourly dispatch cost savings for Idaho Power’s

participation in the western EIM could range from $4.1
million to $5.1 million per year beginning upon entrance
into the market based on four different scenarios analyzed.

0. Aside from the resulting impacts to NPSE, does
Idaho Power expect to incur other incremental costs to
prepare for and participate in the western EIM?

A. Yes. As detailed in the testimony of Ms.
Anderson, Idaho Power’s participation in the western EIM
will require total estimated upfront costs of $11.09
million, which includes start-up expenses of approximately
$1.73 million, software integration costs of an estimated
$7.88 million, and metering investments anticipated to be
$1.48 million.

Q. Are there any ongoing incremental costs in
addition to the upfront costs described above?

A. Yes. In addition to these upfront costs, the
Company also anticipates incremental annual ongoing labor
expenses of approximately $836,000 associated with the
addition of six full-time employees required to perform the
needed operations for the Company’s participation in the
western EIM. There will also be ongoing market and hosted
software fees of approximately $786,000 per year beginning

in April 2018 upon entrance into the western EIM.
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Q. Idaho Power’s participation in the western EIM
will require total estimated upfront costs of $11.09
million as well as incremental annual ongoing labor,
market, and hosted software expenses of approximately $1.62
million. Have you prepared a schedule of the costs and the
date they are expected to be incurred?

A. Yes, to provide the Commission with a clear
indication of both expected and ongoing costs, the
following Table 1 details the costs Idaho Power anticipates
incurring over the next five years as a result of

participation in the western EIM.

Table 1
Costs

. . 2016 2017 2018 2019 2020 Total
(in millions)
Start-up $0.39 | $1.22 | §0.12 $0.00 $0.00 $1.73
Software $0.54 | $5.06 | $2.28 $0.00 $0.00 $7.88
Metering $0.05 | $1.23 | $0.20 $0.00 $0.00 $1.48
O&M $0.00 | $0.00 | $1.39 $1.62 $1.67 $4.68
Total $0.98 | $7.51 | $3.99 $1.62 $1.67 $15.77

Q. Has the Company determined what, if any, net

benefits may be derived from participation in the western
EIM?
A. Yes. Idaho Power completed an analysis that

presents the potential net benefits of western EIM
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participation in the form of a present value revenue
requirement impact study over a 10-year period.

Q. What are the results of the present value
revenue requirement analysis?

A. By participating in the western EIM, the
Company estimates that its Idaho jurisdictional revenue
requirement would be reduced by approximately $2.9-$7.1
million on a present value basis over a 1l0-year period
(2016~2025) .

Q. Have you prepared an exhibit demonstrating the
estimated revenue requirement impact?

A. Yes. Exhibit No. 1 provides a summary of the
estimated annual revenue requirement impact under the E3
study “base scenario” described in Ms. Anderson’s
testimony. Because Idaho Power views the E3 base scenario
as an expected case, Exhibit No. 1 only models the base
scenario results. The three alternate scenarios modeled by
E3 are discussed in detail in the testimony of Ms.
Anderson.

It should be noted that the annual revenue
requirement impacts shown on Exhibit No. 1 simply reflect
the incremental costs and NPSE benefits of western EIM
participation and do not account for how those costs and
benefits would be assigned to customers or the Company

under current rate mechanisms and regulatory accounting
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practices. Exhibit No. 1 is only intended to demonstrate

that there is a potential for net positive benefits to be
derived from Idaho Power’s participation in the western
EIM.

Q. What can be concluded by a review of Exhibit
No. 17

A. Exhibit No. 1 presents a reasonable estimate
of the potential present value revenue requirement
reductions that could result under western EIM
participation. Although the Company anticipates incurring
approximately $11.09 million in upfront costs, the net
decrease in power supply costs is expected to more than
offset the revenue requirement associated with those
amounts. However, as can be seen in years 2016 and 2017,
Idaho Power would incur upfront start-up expenses 1in
preparation for participation in the western EIM, and once
participation begins in 2018, the majority of the resulting
cost savings benefits will automatically flow directly to
customers through the PCA. Absent an ability to recover
these start-up and subsequent ongoing expenses, Idaho Power
would suffer significant negative financial impacts.

Q. Has the Company quantified the potential
financial impact of western EIM participation absent the
ability to recover the upfront and ongoing costs detailed
in this filing?

TATUM, DI 9
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A. Yes. Exhibit No. 2 details the financial
impact Idaho Power would experience absent the ability to
recover the upfront and ongoing costs, with 95 percent of
the expected NPSE benefits flowing to customers through the
PCA. As detailed on line 27 of Exhibit No. 2, the negative
financial impact would total $9.1 million on a net present
value basis for the 2016-2025 forecast period. Over the
same time period, customers would receive a total estimated
$19.3 million on a net present value basis in reduced NPSE
benefits through the annual PCA, as shown on line 29.

Q. How does Idaho Power propose to address the
proper matching of costs and benefits from a ratemaking
perspective?

A. Because the incremental start-up expenses will
be incurred to attain both future and ongoing benefits for
customers, Idaho Power proposes to defer the Idaho
jurisdictional share of these expenses and associated
incremental labor to a regulatory asset until they can be
amortized into customer rates after participation in the
western EIM commences. The deferral and subsequent
amortization of these incremental start-up expenses will
more closely match the expense recognition with the period
when benefits are achieved.

Q. What is Idaho Power’s estimate of the amounts

the Company would defer prior to joining the western EIM?

TATUM, DI 10
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A. Idaho Power anticipates deferring start-up

expenses of approximately $1.73 million prior to an April
2018 western EIM entrance date, as well as incremental
annual ongoing labor, market, and hosted software expenses
that will be incurred upon commencement of participation.

Q- You indicated the start-up expenses include
amounts associated with incremental labor. Is the Company
seeking authorization to continue to defer the incremental
labor expense to a regulatory asset once participation in
the western EIM begins?

A. Yes, Idaho Power is proposing to defer the
Idaho jurisdictional share of incremental labor associated
with employees dedicated entirely to EIM activities until
customer rates are adjusted to reflect the annual
amortization of the requested deferral balance and related
ongoing incremental costs. While the Company’s preference
is that a rate adjustment would coincide with the
commencement of EIM participation, it is possible that the
Company would seek a rate adjustment sometime after April
2018 and, therefore, authority to defer costs beyond that
date is necessary.

Q. Does Idaho Power have a proposed amortization
period for the deferred costs?

A. Yes. Idaho Power proposes an amortization

period of 10 years that would not begin until rates are

TATUM, DI 11
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adjusted to reflect such amortization and no earlier than

April 2018 when western EIM participation is expected to
commence.

Q. Why does the Company believe a 10-year
amortization period is appropriate?

A. Once the Company has made the initial
investments in start-up costs, software integration, and
metering upgrades, Idaho Power’s participation in the
western EIM is indefinite, providing opportunities for
potential benefits for years to come. Using a 10-year
amortization period will result in a proper matching of
expenses and benefits and is projected to ensure that
annual revenue requirements in 2018 and beyond reflect only
net positive benefits for customers.

Q. Does the Company have a proposed rate
mechanism under which it would ultimately collect these
deferred upfront costs and the software and metering
investments?

A. No. Idaho Power is not proposing the method
under which the upfront and ongoing incremental costs would
be collected from customers at this time. Over the long
term, the Company envisions that 100 percent of both the
costs and benefits associated with EIM participation would
be reflected in base rates as addressed in a general rate

case. However, because the timing of the Company’s next

TATUM, DI 12
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general rate case is not known, it may be necessary to

implement an interim rate mechanism for cost recovery to

provide for proper matching of costs and benefits in

customer rates.

Q- You mentioned that 95 percent of the Idaho

jurisdictional share of NPSE benefits will automatically

flow to customers through the PCA. Why then is the Company

proposing to defer 100 percent of the Idaho jurisdictional

share of the incremental costs?

A. As discussed previously,

the Company’s

preference is to reflect 100 percent of both costs and

benefits of participation in the western EIM in base rates

over the long run. However, because the timing of the next

general rate case is not known, an interim recovery method

may be necessary. The Company fully anticipates that any

such interim recovery solution would appropriately match

the level of cost recovery with the provision of benefits.

That is, if customers are to receive 95 percent of benefits

through the PCA, the Company believes it would only be

entitled to recovery of 95 percent of the associated annual

expense from customers in the event that interim rate

recovery 1s necessary because benefits are flowing to

customers prior to the inclusion of all associated costs of

participation in a general rate case.

TATUM, DI 13
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Q. What is Idaho Power’s proposed accounting for
the deferral and amortization of the incremental costs in a
regulatory asset?

A. Idaho Power proposes to record the deferred
costs to Federal Energy Regulatory Commission (“FERC”)
Account 182.3, Other Regulatory Assets. The Company will
record amortization of the deferred amounts to FERC Account
407.3, Regulatory Debits. The Company is proposing to
apply a carrying charge to the regulatory asset at the
Commission—-authorized deposit rate until amortization of
deferred amounts begins, at which time the unamortized
balance would earn the Company’s current Idaho authorized
rate of return, similar to the treatment of Idaho Power’s
other rate base items.

Q. Why is Idaho Power seeking authorization to
recover in a future rate proceeding the estimated costs of
joining the western EIM?

A. As noted above, the Company will incur
approximately $11.09 million in upfront costs required for
participation in the western EIM. Of the $11.09 million,
the Company anticipates deferring start-up expenses and
ongoing incremental labor under its proposed methodology,
with the remainder of the expected incremental costs
reflecting capital expenditures that will close to plant

upon completion of the project in April 2018. As a result
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of this investment, the Company expects to achieve the

benefits detailed in the E3 study presented in the
testimony of Ms. Anderson, notable as an expected reduction
in annual NPSE ranging from $4.1 million to $5.1 million.
Under the Company’s existing PCA mechanism, 95 percent of
the NPSE benefits resulting from EIM participation will
automatically flow to customers through the PCA, resulting
in costs initially borne by shareowners and creating
benefits that automatically flow to customers. While the
Company envisions that ultimately a general rate case is
the recovery mechanism that will properly match 100 percent
of both the costs and benefits associated with EIM
participation, that recovery mechanism will be decided in a
future proceeding. Consequently, Idaho Power is seeking
assurance that the upfront and ongoing costs will be
eligible for recovery when requested and that the proper
matching of costs and benefits occur to prevent
generational inequities. Without this assurance,
shareowners would unfairly bear the risk of cost recovery,
while 95 percent of the benefits resulting from these
investments would automatically be passed through to
customers. The Company’s requested authorization for
future cost recovery appropriately assigns the risk
associated with investment in the western EIM to those who

stand to receive the majority of the benefits.
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Q. Does Idaho Power believe that the amounts
listed in Table 1 include the total upfront project costs
for which the Company anticipates it will seek recovery in
a future rate proceeding?

A. Yes. As shown in Table 1, Idaho Power
estimates the total costs of participation in the western
EIM by 2020 to be $15.77 million. Given the anticipated
operational and financial benefits of EIM participation
that will ultimately serve to reduce costs for customers,
the Company requests the Commission’s assurance that Idaho
Power’s prudently incurred expenses related to its
participation in the western EIM will be recoverable in
rates at a future date.

Q. Will approval of Idaho Power’s request in this
case change customer rates at this time?

A. No, the Company is not requesting to change
customer rates at this time. The intent of the deferral is
to better match the costs of participation in the western
EIM with the benefits when they are achieved upon
participation beginning in April 2018. Therefore, the
Company will not propose to change rates until a time when
those benefits begin flowing to customers.

Q. Why should the Commission approve the

Company’s request in this case?
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A. Approval of the ability to defer the start-up

expenses to a regqulatory asset and the requested assurance
of cost recovery of both the upfront and ongoing
incremental costs will position the Company to pursue long-
term net cost savings for customers while keeping Idaho
Power’s earnings neutral.

Q. Do you believe that approval of the Company’s
request in this case will serve the public interest and
provide Idaho Power a reasonable opportunity to recover its
prudently incurred costs related to participation in the

western EIM?

A. Yes, I do.
Q. Does this complete your testimony?
A. Yes, it does.
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ATTESTATION OF TESTIMONY

STATE OF IDAHO )
) ss.
County of Ada )

I, Timothy E. Tatum, having been duly sworn to

testify truthfully, and based upon my personal knowledge,

state the following:

I am employed by Idaho Power Company as the Vice

President of Regulatory Affairs 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 exhibits are true and correct to the best of my

information and belief.

DATED this 19" day of August 2016.

TH e 7P —

Timothy Q/ Tatum

SUBSCRIBED AND SWORN to before me this 19 day of

August 2016.

a

] =
V! \%*f* <. ‘ .

i \V/ \/] \ _ ;\ > ) !/) \/\1 ; &,Lif ,
Notary Public for Idaho / \
Residing at: Boise, Idaho o )

My commission expires: 02/04/2021
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Exhibit No. 1

Case No. IPC-E-16-19

T. Tatum, IPC
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BEFORE THE

IDAHO PUBLIC UTILITIES COMMISSION

CASE NO. IPC-E-16-19

IDAHO POWER COMPANY

TATUM, DI
TESTIMONY

EXHIBIT NO. 2
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Case No. IPC-E-16-19

T. Tatum, IPC
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