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1 Q. 	Are you the same Scott Wright who previously submitted testimony in this 

2 	proceeding? 

3 A. 	Yes. I previously submitted testimony in this proceeding regarding the October 

4 	Update for the 2014 Annual Power Cost Update ("APCU"). The 2014 October 

5 	Update is Idaho Power Company's ("Company") estimate of what "normalized" 

6 	power supply expenses will be for the upcoming APCU test period of April 2014 

7 	through March 2015. 

8 Q. 	What is the status of the October Update in this proceeding? 

9 A. 	The Company filed the 2014 October Update on October 18, 2013, and Staff of the 

10 	Public Utility Commission of Oregon and the Citizens' Utility Board of Oregon 

11 	reviewed the filing. Several rounds of discovery requests were served on the 

12 	Company after the initial filing. On January 13, 2014, a settlement conference was 

13 	held with all parties. At the conclusion of the settlement conference, all parties 

14 	agreed to a per-unit cost of $21.82 per megawatt-hour ("MWh") for the 2014 October 

15 	Update. On February 5, 2014, a Partial Stipulation was filed by all intervening 

16 	parties agreeing to the per-unit cost of $21.82 per MWh. 

17 Q. 	What is the purpose of your testimony? 

18 A. 	The purpose of my testimony is to describe the second part of the Company's APCU 

19 	filing, which is the March Forecast as detailed in Order No. 08-238. 

20 Q. 	What is the March Forecast? 

21 A. 	The March Forecast is the Company's estimate of the "expected" net power supply 

22 	expense ("NPSE") for the APCU test period of April through March, as determined by 

23 	the AURORA model. 

24 Q. 	How does the March Forecast differ from the October Update? 

25 A. 	The October Update is calculated by simulating 85 water year conditions in the 

26 	AURORA model and then averaging the results of all 85 NPSE to create an 
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"average" or "normal" expectation of NPSE. In contrast, the March Forecast is 

calculated by simulating the "expected" water condition during the upcoming APCU 

test period based on the most recent water supply forecast and current reservoir 

levels from the Northwest River Forecast Center ("NRFC") in Portland, Oregon. The 

results for the October Update are used to update base rates, while the results for 

the March Forecast are used to update Schedule 55, Annual Power Cost Update. 

Q. 	Please describe the variables that are to be updated in the AURORA model for 

the March Forecast as described in Order No. 08-238. 

A. 	The following variables are described in Order No. 08-238 to be updated in the 

March Forecast: 

a. Fuel prices and transportation costs; 

b. Wheeling expenses; 

c. Planned outages and forced outage rates; 

d. Heat rates; 

e. Forecast of normalized sales and loads, updated only for known significant 

changes since the October APCU filing; 

f. Forecast hydro generation from stream flow conditions using the most recent 

water supply forecast from the NRFC and current reservoir levels; 

g. Contracts for wholesale power and power purchases and sales; 

h. Forward price curve as defined below; 

i. Public Utilities Regulatory Policies Act of 1978 ("PURPA") contract expenses; 

and 

j. The Oregon state allocation factor. 

Q. 	After reviewing all of the inputs used for the October Update, which of the 

above variables were updated for the March Forecast? 

26 
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A. 	All of the above variables were reviewed for the March Forecast; however, for the 

April 2014 through March 2015 test period only the following variables have changed 

since the October APCU determination was prepared: (1) fuel prices; (2) heat rates; 

(3) forecast of normalized sales and loads; (4) forecast of hydro generation and 

current reservoir levels from stream flow conditions using the most recent water 

supply forecast from the NRFC; (5) known power purchases and surplus sales from 

the Company's Risk Management Policy; (6) forward price curve; and (7) PURPA 

contract expenses. 

Q. 

	

	Please describe why the fuel prices have changed since the October Update 

was filed? 

A. 

	

	The coal and gas price forecasts are refreshed monthly for operational planning 

purposes. When the October Update was prepared, information from the September 

2013 Operations Plan was used. The March Forecast determination of NPSE 

includes the Company's most current coal and gas price forecasts. 

Q. 

	

	What impact does the current coal price forecast have on the per-unit cost of 

output when compared to the October Update results? 

A. 

	

	The per-unit cost of output from AURORA in terms of dollars per MWh increased at 

the Jim Bridger power plant ("Bridger") from $22.70 per MWh to $26.44 per MWh, 

decreased at the Boardman power plant ("Boardman") from $26.71 per MWh to 

$23.98 per MWh and decreased slightly at the Valmy power plant ("Valmy") from 

$35.58 per MWh to $35.38 per MWh. The output cost from AURORA includes both 

variable and fixed fuel components as well as the inclusion of any start up costs. 

Q. 

	

	What factors drove the changes in the coal price forecast since the October 

Update was filed? 

A. 

	

	The increase in the per-unit cost of coal for the Bridger plant is attributed to 

increased mining costs at Bridger Coal Company. Bridger Coal Company produces 

Idaho Power/200 
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coal through two mining techniques, surface mining and underground mining. Over 

the last few years, the majority of coal production at Bridger Coal Company has 

come from underground mining. Since the October Update was filed, the 

underground mining cost for Bridger Coal Company has increased due to lower coal 

quality, increased development costs, and decreased production. The combination 

of those factors coupled with the delivery of more expensive coal in inventory has 

increased the per ton cost of coal delivered from Bridger Coal Company. 

The decrease in the per-unit cost of coal for the Boardman plant can be 

attributed to changes in contract estimates. When the October Update was filed, 

several contract values had not yet been finalized, so estimates were used. In 2014, 

contracts were executed and the estimates used in the October Update were 

replaced with actual values for the March Forecast, which resulted in a decrease 

from the October Update. 

The relatively small decrease in the per-unit cost of output at the Valmy plant 

can be attributed to some of the same changes described above with Boardman. 

The contract cost for coal was reduced from the October Update, while the variable 

operations and maintenance portion increased at a smaller rate, therefore offsetting 

each other at a slight per-unit cost decrease. 

Q. 

	

	How did the gas price forecast included in the March Forecast change as 

compared to the gas price forecast included in the October Update? 

A. 

	

	The gas price forecast used for the October Update for Henry Hub was $4.08 per 

MMBtu, while the gas price forecast used for the March Forecast for Henry Hub has 

increased to $4.41 per MMBtu, an increase of $0.33 per MMBtu. The increase in the 

Henry Hub price from the October Update to the March Forecast is driven by 

increased use of natural gas from the Midwest and Eastern United States this winter. 

The increased gas consumption used larger amounts of natural gas storage than 

Idaho Power/200 
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previous years that will need to be replaced this summer. The higher gas prices will 

either entice greater production levels or reduce consumption in order to replenish 

storage levels for next winter. 

Q. 

	

	Please explain how the Henry Hub gas price forecast is used as an AURORA 

input. 

A. 

	

	The Company uses the gas price forecast for Henry Hub as the starting point in the 

AURORA model. Henry Hub is considered a reference fuel in AURORA, meaning 

other gas prices reference Henry Hub and apply a basis in order to develop their 

price. For example, a Henry Hub gas price of $4.41 per MMBtu applied to a Sumas 

basis of $0.05 per MMBtu equals a Sumas gas price of $4.46 per MMBtu ($4.41 + 

$0.05 = $4.46). The Company also develops a gas price for its natural gas units 

based off of the Henry Hub gas price forecast. 

Q. 

	

	Why was the heat rate adjusted between the October Update and March 

Forecast? 

A. 

	

	The Company uses a twelve-month ending heat rate for modeling purposes. 

Because there was a six-month gap between the October Update and March 

Forecast, the twelve-month ending heat rate was refreshed to reflect the six new 

months. In this case, the Boardman plant experienced some minor improvements in 

its heat rate, while Bridger and Valmy remained the same. 

Q. 

	

	Please explain the magnitude of change between the forecast of normalized 

sales used in the October Update and March Forecast. 

A. 

	

	The forecast of normalized sales used for the October Update was expected to be 

1,780 average megawatts ("aMW"). The forecast of normalized sales used for the 

March Forecast is expected to be 1,787 aMW, an increase of 7 aMW. The updated 

sales and load forecast includes updated economic information as well as updated 

sales and customer data for all classes; when combined together increase the sales 
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1 	and load forecast slightly from the sales and load forecast used in the October 

	

2 	Update. The overall increase between the sales and load forecast used for the 

	

3 	March Forecast compared to the October Update is less than a one percent 

	

4 	increase. 

	

5 	Q. 	What was the date of the water supply forecast from the NRFC that was used 

	

6 	to create the hydro generation forecast for the March Forecast? 

	

7 	A. 	The forecast of monthly hydro generation levels included in the March Forecast 

	

8 	reflects the NRFC's March 7, 2014, forecast ("March 7th Forecast") and current 

	

9 	reservoir levels. The March 7th Forecast has expected inflows into Brownlee 

	

10 	Reservoir for April through July of 3.86 million acre-feet ("MAF"), or 71 percent of the 

	

11 	(1981-2010) average level of 5.47 MAF. 

	

12 	Q. 	How does this year's water supply forecast compare to last year's NRFC's 

	

13 	forecast? 

	

14 	A. 	The NRFC's forecast used in last year's March Forecast was 3.74 MAF compared to 

	

15 	this year's forecast of 3.86 MAF, which is 3 percent higher than last year, but still 

	

16 	below the 30-year average by 1.61 MAF. 

	

17 	Q. 	What significance does a lower than average stream flow forecast have on the 

	

18 	Company's variable power supply expenses? 

	

19 	A. 	Because a significant portion of the Company's generation fleet is hydro-based, a 

	

20 	lower than average stream flow forecast has a detrimental effect on the Company's 

	

21 	variable power supply expenses. The hydro generation forecasted under the 

	

22 	normalized scenario for the October Update was 8.5 million MWh, while the hydro 

	

23 	generation forecasted under this year's March Forecast is 7.1 million MWh, a 

	

24 	decrease of 1.4 million MWh or 160 aMW. To put things in perspective, the 

	

25 	combined expected output from Langley Gulch, Valmy, and Boardman for the 

	

26 	October Update equaled 170 aMW, almost equal to the difference in hydro 
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generation between the October Update and March Forecast. Higher reliance on 

those resources is now reflected in the March Forecast. 

The lower than average hydro generation used for the March Forecast 

resulted in the following impacts to NPSE as compared to the October Update: (1) 

coal generation increased by 406,039 MWh; (2) gas generation increased by 28,671 

MWh; (3) known power purchases and surplus sales from the Company's Risk 

Management Policy account for 340,400 MWh of additional purchased power, while 

market purchased power volumes in AURORA remained relatively stable; (4) surplus 

sales volumes, which are a direct benefit to customers decreased by 743,691 MWh. 

Q. 

	

	Did the Company include known power purchases and surplus sales resulting 

from the Company's Risk Management Policy in the March Forecast? 

A. 

	

	Yes. The Company includes known power purchases and surplus sales resulting 

from the Company's Risk Management Policy and incorporates those amounts as 

Net Hedges on Exhibit No. 202, as directed by Order No. 08-238. 

Q. 

	

	What forward price curve did the Company use to price purchased power and 

surplus sales? 

A. 

	

	Exhibit No. 201 shows the March 10, 2014, Mid-Columbia forward price curve for the 

April 2014 through March 2015 test period the Company used, as directed by Order 

No. 08-238. 

Q. 

	

	Did the Company update its PURPA contract expenses for the March 

Forecast? 

A. 

	

	Yes. Since the October Update was filed, one additional PURPA contract is 

expected to be operational during the April 2014 through March 2015 test period, 

while one PURPA contract was removed for not meeting contractual obligations. 

Q. 

	

	How does the total PURPA expense included in the March Forecast compare to 

the level of total PURPA expense included in the October Update? 

Idaho Power/200 
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1 	A. 	The total PURPA expense included in the March Forecast is $165.5 million 

	

2 	compared to the $165.9 million included in the October Update, a decrease of $0.4 

	

3 	million. 

	

4 	Q. 	Were there any other changes to the modeling inputs that occurred between 

	

5 	the October Update and March Forecast that are not specifically addressed by 

	

6 	Order No. 08-238? 

	

7 	A. 	Yes. The Company updated the hourly energy profiles for Elkhorn Wind, PURPA 

	

8 	Wind, and Raft River Geothermal from a 2012 historical hourly profile to a 2013 

	

9 	historical hourly profile. The generation input for Neal Hot Springs was also changed 

	

10 	from a monthly profile to an hourly profile. 

	

11 	Q. 	Why did the Company change the generation input for Neal Hot Springs from a 

	

12 	monthly profile to an hourly profile? 

	

13 	A. 	Neal Hot Springs became operational in November of 2012. Therefore, when the 

	

14 	October Update was filed, a historical hourly production profile was not available. 

	

15 	Because the 2013 historical hourly production profile for Neal Hot Springs was 

	

16 	available at the time the March Forecast was prepared, generation from that plant is 

	

17 	now being modeled like Elkhorn Wind and Raft River Geothermal, which are both 

	

18 	purchased power agreements. 

	

19 	Q. 	What is the Company's March Forecast of net power supply expense as a 

	

20 	result of the changes described above? 

	

21 	A. 	Exhibit No. 202 shows the results of a single water condition for the April 2014 

	

22 	through March 2015 test period, with updated heat rates, fuel prices, normalized 

	

23 	sales and load, updated stream flow conditions and reservoir levels, updated power 

	

24 	purchases and surplus sales from the Company's Risk Management Policy (Net 

	

25 	Hedges), market purchased power and surplus sales repriced, updated PURPA 

	

26 	contract expenses, and updated hourly load profiles for Elkhorn Wind, PURPA Wind, 
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Neal Hot Springs, and Raft River Geothermal. The March Forecast for NPSE 

without PURPA is $208.4 million. When PURPA expenses of $165.4 million are 

included, the total NPSE for the March Forecast is $373.8 million. 

Q. 

	

	What is the March Forecast unit cost per megawatt-hour as determined by the 

Company for this filing? 

A. 

	

	Exhibit No. 202 shows the normalized annual sales at the customer level for the April 

2014 through March 2015 test period are 14,252,876 MWh. Based upon test period 

sales, the cost per-unit for the March Forecast to become effective on June 1, 2014, 

is $26.23 per MWh ($373.8 million / 14.252 million MWh = $26.23 per MWh). 

Q. 

	

	How does this $26.23 per MWh March Forecast compare to the March Forecast 

that resulted from last year's computation? 

A. 

	

	The March Forecast for last year's April 2013 through March 2014 test period was 

$25.49 per MWh, as compared to this year's April 2014 through March 2015 test 

period of $26.23 per MWh, an increase of $0.74 per MWh. 

Q. 

	

	Please describe the calculation necessary to determine the March Forecast 

Rate Adjustment. 

A. 

	

	Exhibit No. 203 steps through the Commission specified method of calculating the 

March Forecast Rate, pursuant to Order No. 08-238. Lines 1-3 show the calculation 

for the October Update Stipulation agreed upon rate of $21.82 per MWh. Lines 4-6 

show the calculation for the March Forecast Rate of $26.23 per MWh. Line 7 is 

calculated by the March Forecast Rate minus the October Update rate multiplied by 

the March Forecast of Normalized Sales, line 6 minus line 3 multiplied by line 4. Line 

8 is the allocated amount (95 percent) that is allowed for the March Forecast Rate. 

Line 9, the Forecast Change Allowed, is calculated by multiplying line 7 by line 8. 

Line 10 is calculated by dividing line 9 by line 4 to create the March Forecast Rate 

Adjustment of $4.19 per MWh. 

Idaho Power/200 
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1 	Q. 	Please explain how the incremental revenue requirement for the March 

	

2 	Forecast is calculated using the March Forecast Rate Adjustment unit cost of 

	

3 	$4.19 per MWh. 

	

4 	A. 	The incremental revenue requirement for the March Forecast is calculated by 

	

5 	multiplying the unit cost of $4.19 per MWh by the loss adjusted Oregon jurisdictional 

	

6 	sales for the April 2014 through March 2015 test period of 639,264.818 MWh, 

	

7 	creating a revenue deficiency of $2.7 million. 

	

8 	Q. 	What method of allocation are you proposing to spread the incremental 

	

9 	revenue requirement associated with the March Forecast to the various 

	

10 	customer classes? 

	

11 	A. 	I am proposing to allocate the revenue deficiency associated with the 2014 March 

	

12 	Forecast according to the revenue spread methodology approved by the 

	

13 	Commission in UE 214, Order No. 10-191. Order No. 10-191 established a revenue 

	

14 	spread methodology whereby the revenue deficiency for the March Forecast is 

	

15 	allocated to individual customer classes on the basis of the total generation-related 

	

16 	revenue requirement approved in the Company's last general rate case. In this 

	

17 	instance, the Company's last general rate case, UE 233, was a settled case in which 

	

18 	parties did not adopt the Company's class cost-of-service methodology, but rather 

	

19 	agreed to a revenue spread methodology that was set forth in Exhibit B to the Partial 

	

20 	Stipulation filed on February 1, 2012. In light of the stipulated revenue spread, the 

	

21 	Company has utilized the total generation-related revenue requirement detailed on 

	

22 	Exhibit B to the Partial Stipulation to apportion the March Forecast revenue 

	

23 	requirement to each customer class. The proposed revenue spread resulting from 

	

24 	the application of the stipulated methodology in UE 233 is shown on Exhibit 204. 

	

25 	Q. 	Did the Company revise the revenue spread for the October Update? 

26 
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A. 	Yes. The Company revised the revenue spread for the October Update to align with 

the loss adjusted sales that were used for the March Forecast filing. This practice of 

updating the revenue spread for the October Update is consistent with the method 

applied in UE 242 and UE 257, the Company's last two APCU filings. The loss 

adjusted sales used for the October Update were 1,078 MWh lower than the loss 

adjusted sales used for the March Forecast filing (1,078 MWh = October Update 

638,186.407 MWh — March Forecast 639,264.818 MWh). The change in loss 

adjusted sales decreases the October Update revenue requirement by $1,413 

($1,413 = October Settlement of ($836,024) — Updated October Update to reflect 

new loss adjusted sales of ($837,437)). Exhibit 204 also shows the revised revenue 

spread for the October Update. 

Q. 	What is the overall revenue impact of this year's combined October Update 

and March Forecast compared to last year's combined October Update and 

March Forecast using the rate spread methodology described above? 

A. 	The overall revenue impact of this year's combined October Update and March 

Forecast is an increase of approximately $0.4 million or 0.82 percent overall. The 

$0.4 million increase reflects the $1.8 million associated with the 2014 APCU 

(October Update and March Forecast) less the $1.4 million currently included in 

Oregon customers' rates related to the 2013 APCU. 

Q. 	Have you supervised the preparation of an exhibit showing the summary of 

revenue impact resulting from the combined October Update and March 

Forecast proposed by the Company? 

A. 	Yes. Exhibit No. 205 provides a summary of the revenue change resulting from this 

year's combined October Update and March Forecast as compared to current 

revenue. 

Q. 	Does this conclude your testimony? 

A. 	Yes, it does. 

Idaho Power/200 
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Idaho Power/203 
Wright/1 

ANNUAL POWER COST UPDATE 
April 2014 - March 2015 

Line OCTOBER APCU 
1 Forecast of Normalized Sales (MWh) 14,186,526 
2 Total Net Power Supply Expense $309,610,753 
3 October APCU Rate ($/MWh) $21.82 

MARCH FORECAST 
4 Forecast of Normalized Sales (MWh) 14,252,876 
5 Total Net Power Supply Expense $373,852,857 
6 March Forecast Rate ($/MWh) $26.23 

7 Sales Adjusted Forecast Power Cost Change $62,855,183 
8 Portion of Change Allowed 95% 

9 Forecast Change Allowed $59,712,424 

10 March Forecast Rate Adjustment ($/MWh) $4.19 

11 Combined Rate ($/MWh) $26.01 
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