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June 5, 2015

Public Utility Commission of Oregon

Filing Center

3930 Fairview Industrial Drive SB

P.O. Box 1088

Salem, Oregon 97308-1088

RE: UM	 - In the Matter of IDAHO POWER COMPANY'S Request for Authorization

to Defer Costs Associated with a Long Term Program Contract with Siemens Energy,

Inc.

Attention Filing Center:

Attached for filing are electronic copies of Redacted IDAHO POWER COMPANY'S Request

for Authorization to defer costs Associated with a Long Term Program Contract with Siemens

Energy, Inc. and the Redacted Direct Testimony of Courtney E. Waites. A copy of the confidential

pages of the application and testimony will be provided separately via Federal Express. A Motion

for Protective Order is also attached.

Concurrently with this filing, Idaho Power also filed an Application for an Order authorizing

approval of a Long Term Program Contract with Siemens Energy, Inc. including the transfer and

sale of certain assets in Docket No. UP 	 . The Commission may wish to process these two

dockets together for administrative efficiency.

The Application has been served on the parties to the UE 233 service list as required via this

filing e-mail. Please contact this office with any questions.

Very truly yours,

Lisa D. Nordstrom

LDN/kkt

Enclosures
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g I. INTRODUCTION

-10 Pursuant to ORS § 757.259, and OAR 860-027-0300, Idaho Power Company

l-l ("Idaho Power" or "Company") applies to the Public Utility Commission of Oregon

12 ("Commission") for an order approving the Company's proposed accounting treatment for

13 costs associated with a Long Term Program ("LTP") Contract with Siemens Energy, Inc.

14 ("Siemens"). Concurrent with this Application, Idaho Power is requesting approval of the

15 LTP Contract and the transfer and sale of certain assets to Siemens in Docket No. UP

15 	 . Idaho Power requests authorization of the deferral of costs associated with the

17 LTP Contract with Siemens. The Company is not requesting to change customer rates at

18 this time.

1 g In support of this Application, Idaho Power states:

2Q 1. Idaho Power is a public utility in the state of Oregon and its rates,

21 services, and accounting practices are subject to the regulation of the Commission.

22 2. This Application is filed pursuant to ORS § 757.259, which allows the

23 Commission, upon application, to authorize the deferral of certain items for later inclusion

24 in rates.
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1 3. Communications regarding this Application should be addressed to:

2 Lisa D. Nordstrom
Idaho Power Company

3 1 221 West Idaho Street (83702)
P.O. Box 70

Boise, Idaho 83707

g dockets@idahoDower.com

lnordstrom@idahopower.com

II. BACKGROUND

6

7

3 In Docket No. UP	 . the Company is requesting approval of a LTP Contract

9 and the transfer and sale of certain assets to Siemens. Generally, under the LTP Contract,

10 Siemens will provide maintenance at all three of the Company's natural gas-fired facilities

1 1 including scheduled maintenance of the combustion turbines, comprising of program parts

12 or repairs, shipping, services, labor, engineering services and program management

13 services. Siemens will also perform unscheduled maintenance on all three combustion

14 turbines to the extent such work is not covered by Siemens' other warranties under the

15 contract. The pricing structure under the LTP Contract involves per unit initiation fees

16 combined with periodic milestone amounts due at or near the actual outage events.

17 Leveraging Siemens' pool of regional inventory, outage resources, and technical

^ expertise, will result in lower overall costs to Idaho Power and its customers. With a LTP

^ Contract, the Company has no need for its current inventory of gas plant spare parts

20 (referred to as "initial spare parts"); Siemens will provide all parts necessary for

21 maintenance and repair of Idaho Power's gas fleet. Under the terms of the LTP Contract,

22 Siemens will take title to Idaho Power's inventory of initial spare parts for each combustion

23 turbine and is expected to remove them from Idaho Power's facilities soon after approval

24 of the LTP Contract.
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1 III. PROPOSED ACCOUNTING TREATMENT

2 In this Docket, Idaho Power requests approval of (1) the deferral of the initiation

3 fees to a regulatory asset, (2) the transfer of the net book value of the initial spare parts

4 and associated net tax expense to a regulatory asset, and (3) a carrying charge on a

3 portion of the regulatory asset balance. The Testimony of Senior Regulatory Analyst

6 Courtney Waites filed herewith explains in detail Idaho Power's proposed accounting

^ treatment.

3 While the LTP Contract provides significant benefits to customers over the life of

9 the contract, absent the requested accounting treatment, the financial impact to the

Company in the first year is considerable, primarily attributable to the initiation fees and

1 1 net tax expense. The initiation fees serve as a prepayment toward services that will be

12 performed by Siemens over the life of the agreement. Because the expense is for work

13 performed throughout the duration of the contract, Idaho Power is proposing to establish

14 the initiation fees of approximately [BEGIN CONFIDENTIAL MATERIAL]^^|[END
15 CONFIDENTIAL MATERIAL] on an Oregon jurisdictional basis as a regulatory asset and

15 amortize that balance, on a straight-line basis, over the length of the contract. The

1 7 deferral and subsequent amortization of initiation fees will more closely match the expense

1 3 recognition with the work being performed.

19 During negotiations with Siemens regarding the LTP Contract pricing, Siemens

20 agreed to take back ownership of initial spare parts, parts Idaho Power would otherwise no

21 longer use under the LTP Contract, in exchange for reduced contract pricing. The

22 reduced pricing is based on the net book value of those parts. The transfer and sale of the

23 initial spare parts to Siemens will result in lower overall costs to Idaho Power and its

24 customers. The Company is requesting to transfer to a regulatory asset the unrecovered
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1 portion, or net book value, of $1.0 million on an Oregon jurisdictional basis in initial spare

2 parts subject to true-up at closing.

3 The Company also proposes to include in the regulatory asset the deferred taxes

4 that result from the transfer and sale of the initial spare parts. The transfer and sale of the

5 initial spare parts to Siemens will create a net tax expense of approximately $80,000 on an

6 Oregon jurisdictional basis. Idaho Power is proposing to amortize both amounts on a

7 straight-line basis over the length of the contract commencing upon the execution of the

8 LTP Contract. The deferral and subsequent amortization of the unrecovered portion of the

9 initial spare parts and the net tax expense over the contract life will more closely align the

10 benefits received from the LTP Contract with the costs associated with transfer and sale of

1 1 the assets.

12 Finally, the Company proposes to accrue a carrying charge on approximately

13 [BEGIN CONFIDENTIAL MATERIAL]| |[END CONFIDENTIAL MATERIAL] of the
14 regulatory asset, [BEGIN CONFIDENTIAL MATERIALJ |[END CONFIDENTIAL
15 MATERIAL] in initiation fees, and $130,000 of the initial spare parts. Because $130,000

16 of the initial spare parts has not yet been included in the Company's authorized rate base

17 and therefore the Company is not currently earning a return on the amounts, Idaho Power

18 is requesting to accrue a carrying charge on that amount using the Company's most

1 9 recent authorized rate of return.

20 IV. OREGON ADMINISTRATIVE RULE 860-027-0300 REQUIREMENTS

21 The following information is provided pursuant to OAR 860-027-0300(3):

22 A. Description of Utility Expense or Revenue

23 Idaho Power seeks authorization from the Commission to defer to a regulatory

24 asset the initiation fees and an amount equivalent to the net book value of the initial spare

25 parts and associated net tax expense. The Company proposes to amortize that balance,
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1 on a straight-line basis, over the length of the contract. Idaho Power is not requesting to

2 change customer rates at this time.

3 B. Reasons for Deferral

4 While the LIP Contract provides significant benefits to customers over the life of

5 the contract, absent the requested accounting treatment, the financial impact to the

6 Company in the first year is considerable, primarily attributable to the initiation fees. The

7 initiation fees serve as a prepayment toward services that will be performed by Siemens

8 over the life of the agreement; the expense is for work performed throughout the duration

9 of the contract. In addition, Siemens will take back ownership of Idaho Power's spare

10 parts in exchange for reduced contract pricing based on the net book value of those parts.

11 The deferral and subsequent amortization of the unrecovered portion of the initial spare

12 parts and the net tax expense over the contract life will more closely align the benefits

13 received from the LTP Contract with the costs associated with transfer and sale of the

14 assets.

15 C. Proposed Accounting

16 The initiation fees. Idaho Power proposes to record the deferred initiation fee

17 amounts to Federal Energy Regulatory Commission ("FERC") Account 182.3, Other

18 Regulatory Assets. The Company will record amortization of the deferred amounts to

19 FERC Account 407.3, Regulatory Debits.

20 The initial spare parts. The Company proposes to record the deferral of

21 unrecovered initial spare parts amounts to FERC Account 182.3, Other Regulatory Assets

22 and record amortization of the deferred amounts to FERC Account 407.3, Regulatory

23 Debits.

24 The net tax expense. Idaho Power is proposing to (1 ) record the net tax expense to

25 FERC Account 282 - Accumulated Deferred Income Taxes (debit Account 282,
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1 Accumulated Deferred Income Taxes and credit Account 410.1, Deferred Income Tax

2 Expense) and (2) amortize the amounts on a straight-line basis over the estimated life of

3 the LTP Contract, or 20 years (debit Account 410.1, Deferred Income Tax Expense and

4 credit Account 282, Accumulated Deferred Income Taxes).

5 D. Estimate of Amounts Subject to Deferral

6 The Company estimates the total amount of the deferral to be approximately

7 [BEGIN CONFIDENTIAL MATERIAL]^^|^END CONFIDENTIAL MATERIAL] on
8 an Oregon jurisdictional basis; [BEGIN CONFIDENTIAL MATERIAL]^^|[END
9 CONFIDENTIAL MATERIAL] in initiation fees, $1.0 million in initial spare parts, and

1 0 $80,000 of net tax expenses.

11 E. Notice

12 A copy of the Notice of Application for Authorization to Defer Costs Associated with

13 a LTP Contract with Siemens and a list of persons served with the Notice are attached to

1 4 this Application pursuant to OAR 860-027-0300 as Attachment A.

15 V. SUMMARY OF FILING CONDITIONS

16 The following is information related to the future inclusion of amortization in rates:

17 A. Earnings Review

18 An earnings review will be performed prior to the inclusion of amortization in rates.

19 B. Prudence

20 A prudence review will be performed prior to the inclusion of amortization in rates.

21 C. Sharing IPercents)

22 None applicable.

23 D. Rate Spread/Rate Design

24 The rate spread and rate design will be determined upon the inclusion of

25 amortization in rates.
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1 VI. CONCLUSION

2 Idaho Power respectfully requests that the Commission issue an order approving

3 the Company's proposed accounting treatment for costs associated with a LTP Contract

4 with Siemens including (1) the deferral of the initiation fees to a regulatory asset, (2) the

5 transfer of the net book value of the initial spare parts and associated net tax expense to a

6 regulatory asset, and (3) a carrying charge on a portion of the regulatory asset balance.

7 DATED: June5, 2015.

8
ZV--' . // -•

9 LISA D. NORDSTRdM
On Behalf of Idaho Power Company

10 1 221 West Idaho Street (83702)
P.O. Box 70

1 1 Boise, Idaho 83707
Telephone: (208)388-5825

Facsimile: (208)388-6936

13 E-Mail: lnordstrom@idahopower.com
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BEFORE THE PUBLIC UTILITY COMMISSION

OF OREGON

UM

In the Matter of

IDAHO POWER COMPANY'S

Request for Authorization to Defer Costs
Associated with a Long Term Program
Contract with Siemens Energy, Inc.

NOTICE OF APPLICATION FOR
DEFERRED ACCOUNTING

On June 5, 2015, Idaho Power Company ("Idaho Power") filed an application with

the Public Utility Commission of Oregon ("Commission") for an for an Order authorizing

deferral of costs associated with a Long Term Program Contract with Siemens Energy, Inc.

Approval of Idaho Power's Application will not authorize a change in Idaho Power's

rates, but will permit the Commission to consider allowing such deferred amounts in rates in

a subsequent proceeding.

Idaho Power's Application will be posted on the Commission website for persons

who wish to obtain a copy or they may contact the following;

Lisa D. Nordstrom

Lead Counsel

Idaho Power Company

1221 W. Idaho Street

Boise, ID 83702

Any person who wishes to submit written comments to the Commission on Idaho

Power's Application must do so by no later than July 6th, 2015.

DATED: June 5th. 2015.

IDAHO POWER COMPANY

NOTICE OF APPLICATION

LISA D. NORDSTROM

Attorney for Idaho Power Company

Idaho Power Company

1221 W. Idaho Street

Boise, ID 83702
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CERTIFICATE OF SERVICE

I hereby certify that I served a true and correct copy of Idaho Power Company's

Request for Authorization to Defer Costs Associated with a Long Term Program Contract

with Siemens Energy, Inc. on the parties of record in Docket DM 233, on the date indicated

below, by email to said person(s) at his or her last-known email address(es) indicated below.

Citizens' Utility Board of Oregon

OPUC Dockets

dockets@oreaoncub.orq

Sommer Templet

Citizens' Utility Board of Oregon

sommer@oreaoncub.orq

Don Reading

dreadinq@mindsprina.com

Gregory M. Adams

Richardson Adams PLLC

qreq@richardsonadams.com

Joshua D. Johnson

Attorney at Law

idi@racinelaw.net

Anthony J. Yankel

Utility Net.lnc.

tonv@vankel.net

Douglas C. Tingey

Portland General Electric

douq.tinqev@pqn.com

Melinda J. Davison

Davison Van Cleve

mail@dvclaw.com

mid@dvclaw.com

Sarah Wallace

Pacific Power

sarah.wallace@pacificorp.com

Robert Jenks

Citizens' Utility Board of Oregon

bob@oreqoncub.orq

Stephanie Andrus

Assistant Attorney General

stephanie.andrus@state.or.us

Erik Colville

Public Utility Commission of Oregon
Erik.colville@state.or.us

Peter J. Richardson

Richardson Adams PLLC
peter@richardsonadams.com

Eric L. Olsen

Attorney at Law

elo@.racinelaw.com

Randy Dahlgren

Rates & Regulatory Affairs
Portland General Electric

pqe.opuc.filinqs@pqn.com

Irion Sanger

Davison Van Cleve

mail@dvclaw.com

R. Bryce Dalley

23 Pacific Power

Brvce.dallev@pacificorp.com

Oregon Dockets

PacifiCorp

oreaondockets@pacificorp.com
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Donald Schoenbeck
Regulatory & Cogeneration Services
dws@r-c-s-inc.com

Megan Walseth Decker

Renewable Northwest Project

meaan@rnp.orq

DATED: June5, 2015

Wendy Gerlitz
NW Energy Coalition

wendv@nwenerav.orq

John W. Stephens

Esler Stephens & Buckley
Stephens@eslerstephens.com

mec@eslerstephens.com

Kiml^rly Towell
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