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(;

LISA D. NORDSTROM
Lead Counsel
Inordstrom@idahopower.com

April 4, 2019

VIA ELECTRONIC FILING

AND OVERNIGHT DELIVERY
Attention: Filing Center

Public Utility Commission of Oregon
201 High Street SE, Suite 100
Salem, Oregon 97308-1088

Re: ldaho Power Company’s Notice of Exception under OAR 860-089-0100
Filing Center:

In accordance with OAR 860-089-0100(3) and (4), Idaho Power Company (“ldaho
Power”) provides the enclosed report detailing the circumstances related to a time-limited
opportunity to acquire a resource of unique value to Idaho Power’s customers. This report is
being served on all parties to Idaho Power’s last general rate case, UE 233, and ldaho
Power’s last Integrated Resource Plan case, LC 68. Idaho Power does not have a previous
request for proposal docket.

The enclosed report contains commercially sensitive information and is provided as
confidential under OAR 860-001-0070. Confidential information will be provided upon
request to those that execute a non-disclosure agreement; please contact ldaho Power’'s
legal counsel listed below for additional information.

Idaho Power respectfully requests that all communications related to this filing be
addressed to:

Donovan E. Walker Regulatory Dockets

Idaho Power Company Idaho Power Company

1221 West Idaho Street (83702) 1221 West Idaho Street (83702)
P.O. Box 70 P.O. Box 70

Boise, Idaho 83707 Boise, ldaho 83707
dwalker@idahopower.com dockets@idahopower.com

Please direct inquiries regarding this filing to Donovan E. Walker at (208) 388-5317.

Sincerely,

Lisa D. Nordstrom, OSB #973528

LDN:csb
Enclosure
cc: Service Lists for Dockets UE 233 and LC 68

1221 W. Idaho St. (83702)
P.O. Box 70
Boise, 1D 83707



CERTIFICATE OF SERVICE
| hereby certify that on April 4, 2019, | served a true and correct copy of Idaho
Power Company’s NOTICE OF EXCEPTION UNDER OAR 860-089-0100 on the parties

listed below via electronic mail.

Service List
UE 233
John W. Stephens Joshua D. Johnson
Esler Stephens & Buckley Attorney at Law
121 SW Morrison Street, Suite 700 101 South Capitol Boulevard, Suite 300
Portland, Oregon 97204-3183 Boise, Idaho 83702
stephens@eslerstephens.com jdj@racinelaw.net
ortez@eslerstephens.com
Irion A. Sanger Anthony J. Yankel
Sanger Law PC Utility Net, Inc.
1117 SE 53 Avenue 29814 Lake Road
Portland, Oregon 97215 Bay Village, Ohio 44140
irion@sanger-law.com - tony@yankel.net
Dr. Don Reading Peter J. Richardson
6070 Hill Road Richardson Adams, PLLC
Boise, Idaho 83703 P.O. Box 7218
dreading@mindspring.com Boise, Idaho 83707
peter@richardsonadams.com
Gregory M. Adams Donald W. Schoenbeck
Richardson Adams, PLLC Regulatory & Cogeneration Services, Inc.
P.O. Box 7218 900 Washington Street, Suite 780
Boise, Idaho 83707 Vancouver, Washington 98660-3455
greg@richardsonadams.com dws@r-c-s-inc.com
Commission Staff Erik Colville
Judy Johnson Public Utility Commission of Oregon
Public Utility Commission of Oregon 201 High Street SE, Suite 100
201 High Street SE, Suite 100 P.O. Box 1088
P.O. Box 1088 Salem, Oregon 97308-1088
Salem, Oregon 97308-1088 erik.colville@state.or.us

judy.johnson@state.or.us

Stephanie S. Andrus

PUC Staff — Department of Justice
Business Activities Section

1162 Court Street NE

Salem, Oregon 97301-4096
stephanie.andrus@state.or.us

CERTIFICATE OF SERVICE - 1



Oregon Citizens’ Utility Board
Oregon Citizens’ Utility Board
610 SW Broadway, Suite 400
Portland, Oregon 97205
dockets@oregoncub.org

Idaho Power Company

Lisa F. Rackner

McDowell Rackner & Gibson PC
419 SW 11t Avenue, Suite 400
Portland, Oregon 97205
dockets@mrg-law.com

PacifiCorp

PacifiCorp, d/b/a Pacific Power

825 NE Multnomah Street, Suite 2000
Portland, Oregon 97232
oregondockets@pacificorp.com

Sarah E. Link

Pacific Power

825 NE Multnomah Street, Suite 1800
Portland, Oregon 97232
sarah.link@pacificorp.com

Portland General Electric Company
Randy Dahlgren

Portland General Electric Company
121 SW Salmon Street — 1WTC0702
Portland, Oregon 97204
pge.opuc.filings@pgn.com

Renewable Northwest
Renewable Northwest

421 SW 6t Avenue, Suite 975
Portland, Oregon 97204
dockets@renewablenw.org

NW Energy Coalition
Wendy Gerlitz

NW Energy Coalition
1205 SE Flavel
Portland, Oregon 97202
wendy@nwenergy.org

Robert Jenks

Oregon Citizens’ Utility Board
610 SW Broadway, Suite 400
Portland, Oregon 97205
bob@oregoncub.org

Etta Lockey

Pacific Power

825 NE Multnomah Street, Suite 2000
Portland, Oregon 97232
etta.lockey@pacificorp.com

Douglas C. Tingey

Portland General Electric Company
121 SW Salmon Street — 1WTC1301
Portland, Oregon 97204
doug.tingey@pgan.com

Christa Bearry, Legal Assistant
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CERTIFICATE OF SERVICE

| hereby certify that on April 4, 2019, | served a true and correct copy of Idaho

Power Company’s NOTICE OF EXCEPTION UNDER OAR 860-089-0100 on the parties

listed below via electronic mail.

Service List
LC 68

Gail Carbiener

19506 Pond Meadow Avenue
Bend, Oregon 97702
mcgccarb@bendbroadband.com

Peter Barry

Citizens Advocating for Common Sense
801 Engleside Avenue

Joseph, Oregon 97846
petebarry99@yahoo.com

Commission Staff

Nadine Hanhan

Public Utility Commission of Oregon
201 High Street SE, Suite 100

P.O. Box 1088

Salem, Oregon 97308-1088
nadine.hanhan@state.or.us

Oregon Citizens’ Utility Board
Oregon Citizens’ Utility Board
610 SW Broadway, Suite 400
Portland, Oregon 97205
dockets@oregoncub.org

Michael Goetz

Oregon Citizens’ Utility Board
610 SW Broadway, Suite 400
Portland, Oregon 97205
mike@oregoncub.org
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Diego Atencio

Davis Wright Tremaine

1300 SW Fifth Avenue, Suite 2400
Portland, Oregon 97201
diegoatencio@dwt.com

Lindy Hatcher

Lewis and Clark Trail Heritage Foundation
P.O. Box 3434

Great Falls, Montana 59403
lindy@lewisandclark.org

Stephanie S. Andrus

PUC Staff — Department of Justice
Business Activities Section

1162 Court Street NE

Salem, Oregon 97301-4096
stephanie.andrus@state.or.us

Robert Jenks

Oregon Citizens’ Utility Board
610 SW Broadway, Suite 400
Portland, Oregon 97205
bob@oregoncub.org




Idaho Power Company

Lisa F. Rackner

McDowell Rackner & Gibson PC
419 SW 11t Avenue, Suite 400
Portland, Oregon 97205
dockets@mrg-law.com

Renewable Energy Coalition
Irion A. Sanger

Sanger Law PC

1117 SE 53 Avenue
Portland, Oregon 97215
irion@sanger-law.com

Nancy Esteb

P.O. Box 490

Carlsborg, Washington 98324
esteb44@centurylink.net

Northwest & Intermountain Power
Producers Coalition

Carl Fink

Blue Planet Energy Law, LLC

628 SW Chestnut Street, Suite 200
Portland, Oregon 97219

cmfink@blueplanetlaw.com

Oregon Department of Energy
Jesse D. Ratcliffe

Oregon Department of Energy
1162 Court Street NE

Salem, Oregon 97301-4096
jesse.d.ratcliffe@doj.state.or.us

Wendy Simons

Oregon Department of Energy
550 Capitol Street NE, First Floor
Salem, Oregon 97301
wendy.simons@oregon.gov

Sierra Club

Ana Boyd

Sierra Club

2101 Webster Street, Suite 1300
Oakland, California 94612
ana.boyd@sierraclub.org
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John Lowe

Renewable Energy Coalition
12050 SW Tremont Street
Portland Oregon, 97225-5430
jravenesanmarcos@yahoo.com

Robert D. Kahn

Northwest & Intermountain Power
Producers Coalition

P.O. Box 504

Mercer Island, Washington 98040

rkahn@nippc.org

Adam Schultz

Oregon Department of Energy
550 Capitol Street NE

Salem, Oregon 97301
adam.schultz@oregon.gov

Gloria D. Smith

Sierra Club Law Program

2101 Webster Street, Suite 1300
Oakland, California 94612
gloria.smith@sierraclub.org




Cesia Kearns

Sierra Club

1821 SE Ankeny Street
Portland, Oregon 97214

cesia.kearns@sierraclub.org

Stop B2H F. Steven Knudsen
Charles H Gillis FSK Energy

Attorney at Law 2015 SE Salmon Street
1306 Adams Avenue Portland, Oregon 97214
La Grande, Oregon 97850 sknudsen@threeboys.com

charlie@aqillis-law.com

Jim Kreider

60366 Marvin Road

La Grande, Oregon 97850
jkreider@campblackdog.org
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Christa Bearry, Legal Assistant
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RESOURCE PROCUREMENT FOR ELECTRIC COMPANIES

REPORT TO THE
PUBLIC UTILITY COMMISSION OF OREGON
PURSUANT TO OAR 860-089-100
(Redacted)

POWER PURCHASE AGREEMENT BETWEEN
IDAHO POWER COMPANY
AND
JACKPOT HOLDINGS, LLC

April 4, 2019
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I. INTRODUCTION

Idaho Power Company (“ldaho Power” or “Company”), in accordance with OAR
860-089-100(3) and (4), hereby respectfully submits this report explaining the
circumstances related to a time-limited opportunity to acquire a resource of unigue value
to Idaho Power customers.

Under the rules for Resource Procurement for Electric Companies, an electric
utility such as Idaho Power must comply with the competitive bidding requirements for the
acquisition of a generation resource or contract 80 megawatts (“MW”) and larger and five
years or longer in length, subject to certain exceptions. OAR 860-089-100(1). An
exception to this requirement is where “[t]here is a time-limited opportunity to acquire a
resource of unique value to the electric company’s customers.” OAR 860-089-100(3)(b).
When this exception to the competitive bidding requirements applies, the electric
company must file a report with the Public Utility Commission of Oregon (“OPUC” or
“‘Commission”) explaining the relevant circumstances of the acquisition. OAR 860-089-
100(4).

II. BACKGROUND

On March 20, 2019, Idaho Power received a final offer from Jackpot Holdings, LLC
(“Jackpot Solar”) for a Power Purchase Agreement (“PPA”) for the purchase of up to 220
MW of renewable solar generation from a proposed Idaho solar facility. Idaho Power was
approached in late September 2018 by Jackpot Solar where it offered to sell to Idaho
Power 120 MW of renewable solar generation with very low pricing, significantly below
both market prices and Public Utility Regulatory Policies Act of 1978 (“PURPA”) avoided
cost rates. On September 26, 2018, Idaho Power and Jackpot Solar executed a Mutual
Nondisclosure, Confidentiality, and Exclusivity Agreement in order to commence the

negotiation and evaluation of the offered power purchase. The exclusivity agreement
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granted ldaho Power the exclusive right to purchase the generation from this facility
through March 25, 2019. During negotiations, Jackpot Solar offered an additional 100
MW of generation from an adjacent development site, Franklin Solar.

Idaho Power analyzed the impact of operating the offered generation as part of its
system first by using AURORA to model the Company’s system operations and costs
both with and without the additional solar generation, and then by including the 120 MW
and 100 MW in the Company’s current 2019 Integrated Resource Plan (“IRP”) resource
portfolio analysis. This analysis shows significant cost savings and customer benefits
from the acquisition of the solar generation. Additionally, the generation at the contracted
price is selected as a low-cost resource capable of being integrated into Idaho Power’s
system by most of the various resource portfolios analyzed as part of Idaho Power’s 2019
IRP.

The pricing in the PPA relies upon the seller’s ability to safe harbor the current 30
percent federal investment tax credit benefits prior to the end of December 2019, after
which time those benefits step down. In order to secure the necessary financial
commitments and initial development activities required to safe harbor the current
investment tax credits and contract pricing, it was necessary to have a contract for the
purchase of the generation during the first quarter of 2019. The Idaho Public Utilities
Commission also requires Idaho Power to comply with the competitive procurement rules
applicable in the Company’s Oregon service area in the acquisition of new supply-side
resources. Case No. IPC-E-10-03, Order No. 32745. There was not sufficient time to
conduct a full competitive procurement request for proposals process and, as a time-
limited opportunity of unique value that benefits customers, this resource acquisition is

exempt from the competitive procurement rules of the OPUC.
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[ll. OPPORTUNITY AND BENEFITS

A. Jackpot Solar Presents a “Time-Limited Opportunity.”

Idaho Power was first approached by Jackpot Solar in September 2018 regarding
the possibility of acquiring the renewable solar generation of the Jackpot Solar facility.
Idaho Power and Jackpot Solar immediately began negotiations and analysis in the
evaluation of the offered power purchase. The pricing in the PPA relies upon the seller’s
ability to safe harbor the current 30 percent federal investment tax credit benefits prior to
the end of December 2019, after which time those benefits step down. In order to secure
the necessary financial commitments and initial development activities required to safe
harbor the current investment tax credits and contract pricing, it was necessary to have a
contract for the purchase of the generation during the first quarter of 2019. Jackpot Solar
must initiate sufficient development activities to meet the requirements of securing the full
benefits of the tax credits between now and the end of this year.

Because of the compressed timeline required to negotiate a power purchase
agreement, and then secure the required financing and development activities to safe
harbor the tax credits, there was not sufficient time to conduct a full request for proposals
("RFP”) under Oregon’s competitive bidding rules. The RFP process would have taken
many months to complete and would have exceeded the timeline required to capture the
unique value of this opportunity.

B. Jackpot Solar Presents a “Unique Value to Customers.”

The Jackpot Solar PPA will provide significant customer benefits over the term of
the contract. Idaho Power’s analysis shows that acquiring up to 220 MW of solar as
represented in the PPA is estimated to save customers approximately $90,226,470 at
120 MW and $150,827,810 at 220 MW in pass-through purchased power expenses.

Additionally, when the PPA generation is included in the portfolio analysis for the current
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2019 IRP, itis selected as a least-cost, reliable resource that can be integrated into Idaho
Power’s system. This analysis included the purchased generation at prices equal to or
slightly higher than those that were obtained in the Agreement and, additionally, did not
include any economic benefits associated with Idaho Power’s 100 percent ownership of
the Green Tags and Environmental Attributes of the generation. Inclusion of these items
only increases the benefits passed through to customers. The Agreement has substantial
customer benefits and is in the public interest.

The PPA is for a term of 20-years and contains non-levelized, fixed pricing that
escalates at 1.5 percent annually during the term. First-year pricing for 120 MW is
$21.75/megawatt-hour (“MWh”) and pricing for 220 is $23.11/MWh. This Contract Price
is significantly below Idaho Power's PURPA avoided cost prices and forward Mid-
Columbia (“Mid-C”) electric market prices, both in initial year pricing as well as the 20-

year levelized price as shown in the chart below.

First Contract Year

(Dec. 2022 - Nov. 20-Year

Pricing Methodology 2023) Average Price Levelized Price
$/MWh $/MWh
Jackpot Holdings, LLC - 120 MW $21.75 $24.31
Jackpot Holdings, LLC - 220 MW $23.11 $25.83
Oregon Standard Avoided Cost Price $38.49 $53.74
Idaho Published Avoided Cost Price $40.11 $80.27
Incremental Cost IRP Avoided Cost

Methodology $28.89 $58.54

[BEGIN H
Mid-C Market CONFIDENTIAL] [END

CONFIDENTIAL]
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The PPA is for the purchase of 120 MW with an option to purchase an additional
100 MW at the Contract Price. Jackpot Solar initially offered to sell 120 MW of output to
Idaho Power, for which Jackpot Solar had previously completed and obtained a Generator
Interconnection Agreement (“GIA”) as an Energy Resource (ER). During negotiations,
Jackpot Solar offered an additional 100 MW of generation from an adjacent development
site, Franklin Solar, defined in the PPA. The price settled upon for the initial 120 MW is
$21.75/MWh, with the additional 200 MW priced three dollars higher at $24.75/MWh. The
Contract Price in the PPA contains the $21.75/MWh for the 120 MW and for 220 MW
shows a weighted and blended price of $23.11/MWh. This is the result of retaining the
$21.75/MWh for the initial 120 MW and adding the additional 100 MW at $24.75/MWh for
a weighted and blended price of $23.11/MWh for the entire 220 MW.

Because discussion of the additional 100 MW entered into the PPA negotiations
midway through the process, had not yet applied for or been studied for interconnection,
and, at the time, had not been through the same economic analysis as the initial 120 MW,
it is represented as a purchase option in the PPA. The option for the Additional Output
of 100 MW identified as Franklin Solar is contingent upon the GIA process for the
additional 100 MW and the outcome of additional analysis and the mutual agreement of
the parties. The Scheduled Commercial Operation Date for the additional 100 MW, if that
option is exercised, is December 1, 2023, with the Scheduled Commercial Operation Date
for the 120 MW remaining at December 1, 2022. Unless otherwise agreed, this option
expires on September 1, 2019.

The proposed Jackpot Solar project approached Idaho Power at a unique time
where the Company was able to analyze the proposed PPA in two ways. First, Idaho
Power used the 2017 IRP to evaluate the economics of the Jackpot Solar PPA. Second,

as ldaho Power is currently in the process of preparing its 2019 IRP, the Company was
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able to model the proposed PPA within the portfolio development and analysis of the 2019
IRP. The initial portfolio analysis including Jackpot Solar was presented to the IRP
Advisory Committee on March 14, 2019.

Idaho Power used its AURORA model to perform the initial analysis of customer
benefits. This is also the model used by Idaho Power in the portfolio analysis of the IRP.
Idaho Power uses the AURORA electric market model as the primary tool to model
optimized portfolios of resources and the operating costs for each portfolio, over a 20-
year planning period. The AURORA modeling results provide detailed estimates of
resource costs, wholesale market energy pricing, resource operation, and emissions
data.

Idaho Power uses the AURORA model for IRP planning, variable power supply
expense regulatory filings, coal studies, PURPA pricing, and project valuations. Within
the context of IRP planning, the AURORA model has been used to simulate the hourly
economic dispatch of Idaho Power-developed portfolios over the 20-year IRP planning
period. Additionally, the AURORA modelis used to perform stochastic risk analysis within
the IRP portfolio analysis.

Based on feedback in the 2017 IRP, for the 2019 IRP analysis, Idaho Power is
using the long-term capacity expansion (“LTCE”) modeling capabilities within the
AURORA model to produce a Western Electricity Coordinating Council (“WECC”)
optimized portfolio under various future conditions. The WECC optimized portfolio
includes the addition of supply- and demand-side resources for Idaho Power’s system
while simultaneously evaluating current generation units for economic retirement. The
selection and retirement of ldaho Power resources includes maintaining sufficient
reserves and planning margin as defined in the model. The model calculates a forecasted

total Idaho Power portfolio cost (fixed and variable) over the 20-year planning period.
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The AURORA model is the appropriate tool to analyze the net costs/benefits of the
Jackpot Solar PPA for Idaho Power customers. The 2019 IRP AURORA model version
and setup allows the Company to evaluate the economics of resources while maintaining
required planning margin and regulating reserve through the LTCE and hourly dispatch
modeling processes. The portfolios are further evaluated under varying system
conditions, such as natural gas prices and carbon costs. The resulting cost and reserves
information from the AURORA modeling serves to inform the selection of a portfolio of
resources that adheres to the least-cost, least-risk planning principles applied in Idaho
Power’s IRP.

The economic analysis of the Jackpot Solar PPA relied on an assessment of
system dispatch costs based on AURORA simulations over the time frame of 2017-2036.
The baseline portfolio setup was the preferred portfolio and model version used in
modeling costs for the acknowledged 2017 IRP. The Company compared the 20-year
cost streams from AURORA simulations that included the Jackpot Solar PPA at different
costs and a base run excluding Jackpot Solar. Jackpot Solar’s 120 MW of solar was run
with a starting year of 2022 and a price starting at $21.75/MWh escalated at 1.5 percent
annually. Idaho Power also modeled Jackpot Solar at 220 MW with a starting price at
$23.11/MWh, escalating at 1.5 percent annually. The difference between the AURORA
model simulations of Idaho Power’s 2017 IRP preferred portfolio under planning case
natural gas determined the cost or benefit to total power supply costs.

The base AURORA simulation of the preferred portfolio from the 2017 IRP, without
inclusion of generation from Jackpot Solar, resulted in total operating costs of
$9,629,928,260. The same AURORA simulation with the addition of the Jackpot Solar
PPA generation resulted in total operating costs that were $9,539,401,790 for 120 MW

and $9,478,800,440 for 220 MW as described above. These results show customer
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benefits of including the generation from the Jackpot Solar PPA of $90,226,470 at 120
MW and $150,827,810 at 220 MW compared to the baseline AURORA simulation over
the 20-year planning period. In general, the addition of the Jackpot Solar PPA reduced
total operating costs by offsetting generation from higher priced resources and allowing
for more surplus sales. Inclusion of the generation from the Jackpot Solar PPA shows
substantial customer benefits.

To evaluate the Jackpot Solar PPA as part of the 2019 IRP portfolio analysis, Idaho
Power included the financial and operating characteristics of the Jackpot Solar PPA in
the AURORA New Resource Table as resources available for selection as part of a
portfolio that would economically and reliably serve ldaho Power’s forecasted load over
the 20-year planning period. The AURORA New Resource Table included 120 MW of
solar priced at $21.75/MWh available in 2022 and 100 MW of solar priced at $26.08/MWh
available in 2023. Each project could be selected independently, but the combined
capacity represents the total 220 MW in the Jackpot Solar PPA. Analysis was done under
three natural gas price forecasts and four carbon price forecasts, resulting in 12 portfolio
combinations with various gas and carbon futures. The Company also included portfolio
analysis with the same 12 portfolios but with the increased import capability of the
Boardman-to-Hemingway (B2H) transmission line starting in 2026, resulting in a total of
24 portfolios.

Idaho Power ran a total of 24 LTCE portfolios in AURORA. Each optimized
portfolio was comprised of the most cost-effective set of resources to serve Idaho Power’s
load over the 20-year planning period while maintaining appropriate planning reserve

margins.
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Results from the LTCE modeling are preliminary and include:
+ The AURORA LTCE process selected new solar resources in the 2022
and 2023 time frame in 18 of the 24 portfolios.
« Both the 120 MW and 100 MW solar resources, representing the
Jackpot Solar PPA, were selected in 14 of the 24 portfolios.
In many of the optimized portfolios, the model selected additional solar and wind
resources above the Jackpot Solar PPA capacity, all at a higher cost than the Jackpot
Solar PPA.
The economic analysis performed by the Company under the 2017 IRP
methodology and the LTCE modeling in AURORA demonstrates that the Jackpot Solar
PPA will be a cost-effective resource providing benefits for customers.

IV. CONCLUSION

Idaho Power was presented with a unique time-limited opportunity to acquire a
resource that provides significant value to customers by acquiring renewable solar
generation at a price that is among the lowest reported PPA prices in the nation. This
PPA represents a significant benefit to Idaho Power customers, and provides for the
addition of a large, local, 100 percent renewable generation project to Ildaho Power’'s
generation portfolio at the same time as the Company’s reliance upon existing coal
generation facilities is reducing. The PPA is in the public interest, the best interests of
Idaho Power customers, and represents a time-limited opportunity of unique value for

customers.
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