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 Idaho Power Company  

Compliance with Order No. 12-159 

Time Differentiated Cost of Service Data 

 

I. Background 

 

On May 8, 2012, the Public Utility Commission of Oregon (“Commission”) issued Order No. 12-

159 in Docket UM 1415 regarding cost methods for use in developing electric rate spreads.  In 

ordering paragraph 2 of Order No. 12-159, utilities were directed to provide the Commission 

with detailed cost information associated with providing electrical service at different times within 

the year.  

 

The initial deadline for providing the information set by Order No. 12-159 was within 60 days of 

the order issue date, or July 9, 2012.  However, due to the high level of granularity requested by 

the Commission, Idaho Power Company (“Idaho Power” or “Company”) determined that it would 

not be able to gather the requested data by the July 9 deadline, and contacted Commission 

Staff (“Staff”) to discuss an extension.  On July 3, 2012, the Company filed, with support from 

Staff, a request for extension of the submission deadline to August 8, 2012.  On July 6, 2012, 

the Commission issued an order approving the Company’s request.  The following report 

contains the Company’s complete cost data analysis in compliance with Directive 1 of Order No. 

12-159. 

 

II. Study Overview 

 

Directive 1, listed on page 7 of Order No. 12-159, reads as follows: 

 

Within 60 days of entry of this order, we direct the electric utilities 

to provide the Commission with detailed information on the cost of 

serving Oregon customers during different time periods within the 

year.  This cost data should be sufficiently granular to 

appropriately construct the specifics of both price and duration of 

on-peak, shoulder, and off-peak rates.  The utilities are directed to 

develop best estimates of meaningful hourly marginal cost values, 

given their individual load and dispatch-cost structures, and 

provide this data as well. 

 

The following report has been prepared in accordance with this directive.  The cost of service 

information presented in this report is segmented into two sections: (1) time differentiated 

variable costs of service presented on an embedded cost basis and on a marginal cost basis 

and (2) seasonally differentiated embedded fixed costs of service.  For the purpose of this 

report, the Company has defined variable costs of service to be only net power supply 

expenses, which consist of fuel and purchased power net of surplus sales.   
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III. Variable Cost of Service 

 

The Company utilized the AURORAxmp (“AURORA”) modeling software to estimate hourly net 

power supply expenses on both an embedded cost basis and a marginal cost basis.  To 

calculate the embedded variable cost of energy, the Company used modeling assumptions 

approved in its most recent Annual Power Cost Update filing, Docket UE 242, reflecting an April 

2012 through March 2013 forecast test year.  The median water condition was selected from a 

range of hydro conditions spanning from 1928 to 2010 as the hydro condition utilized in the 

hourly cost modeling of both the embedded and marginal cost outputs.  Expenses and 

generation associated with Public Utility Regulatory Policies Act of 1978 (“PURPA”) projects 

were not included in the hourly per unit cost output because the costs associated with these 

resources do not vary by hour.  Because variations in PURPA generation are modeled in 

AURORA on a monthly basis, the inclusion of PURPA-associated expenses in the hourly output 

data would add a constant cost across all hours within each month, thus muting hourly expense 

variations calculated by the AURORA model. 

 

To calculate the Company’s marginal cost of energy, four additional years were modeled in the 

AURORA software to estimate the variable energy cost of serving the Company’s forecasted 

load for the April 2013 through March 2017 time period.  These four years, in addition to the 

March 2012 through April 2013 forecast test year, served as the base case reflecting the 

Company’s expected variable energy costs from April 2012 through March 2017.  To estimate 

hourly marginal net power supply expenses, the Company reran all five years in the forecast 

period with the addition of 50 megawatts (“MW”) of load across all hours.  The marginal cost of 

energy for each year is the difference between the base year cost and the “base year plus 50 

MW” cost divided by the difference between the base year energy and the “base year plus 50 

MW” energy.  The five years were then averaged to calculate the Company’s average hourly 

marginal cost of energy. 

 

Please note that the data calculated in this model and presented in the following pages was 

compiled for the specific purpose of providing the Commission with an indication of the varying 

costs of providing electric service at different time periods throughout the year.  This does not 

reflect a comprehensive cost of service analysis and should therefore be used for informational 

purposes only.  

 

A. Embedded Study Results 

 

Figures 1 through 4 reflect the embedded variable cost of energy at different times of the year, 

i.e., the variable energy cost of serving the Company’s expected load during the April 2012 

through March 2013 forecast test year.  All values reflect net power supply expenses in dollars 

per megawatt-hour (“MWh”).  
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Figure 1: Annual Embedded Cost in Terms of Average Monthly Cost 

 

 
 

 

Figure 2: Weekly Embedded Cost in Terms of Average Daily Cost, Separated by Season 
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Figure 3a: Summer Time-of-Day Embedded Cost in Terms of Average Cost per Month1 

 

 
 

 

Figure 3b: Non-Summer Time-of-Day Embedded Cost in Terms of Average Cost per Month 

 

 
 

  

                                                           
1 Time periods are defined in the Company’s Tariff Schedules 9 and 19 as follows:  

Summer On-Peak 1 p.m. to 9 p.m. Monday through Friday, except holidays 

Summer Mid-Peak 7 a.m. to 1 p.m. and 9 p.m. to 11 p.m. Monday through Friday, except holidays, and 7 a.m. to 11 p.m. 
Saturday and Sunday, except holidays 

Summer Off-Peak 11 p.m. to 7 a.m. Monday through Sunday and all hours on holidays 

Non-Summer Mid-Peak 7 a.m. to 11 p.m. Monday through Saturday, except holidays 

Non-Summer Off-Peak 11 p.m. to 7 a.m. Monday through Saturday and all hours on Sunday and holidays 
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Figure 4a: Weekday (Monday–Friday) Average Hourly Embedded Cost, Separated by Season 

 

 
 
 

Figure 4b: Weekend (Saturday–Sunday) Average Hourly Embedded Cost, Separated by Season 

 

 

Hourly embedded cost data supporting these figures is provided in the confidential workpaper 

file as Table 2.  Because this information is confidential it will be provided under separate cover 

in accordance with Protective Order No. 09-147 issued in this docket.  
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PURPA Expenses:  Because PURPA expenses were removed from the hourly data output, a 

forecast of monthly PURPA costs is provided in Table 1 to illustrate variations in these costs 

over the course of the year.  This forecast is consistent with the monthly PURPA costs included 

in the Company’s most recent net power supply expense forecast approved in Docket UE 242, 

reflecting the April 2012 through March 2013 test year. 

 

Table 1: Monthly PURPA Expense Forecast 

 

Monthly PURPA Expense 

April 2012 through March 2013 

Exhibit 202, Docket UE 242 

April $14,067,150  

May $17,028,048  

June $19,882,458  

July $20,357,076  

August $18,666,456  

September $16,849,047  

October $15,803,766  

November $15,673,114  

December $16,687,798  

January $12,616,167  

February $12,661,462  

March $11,733,653  

Total $192,026,192  

 

B. Marginal Study Results 

 

Figures 5 through 8 reflect the marginal cost of energy at different times of the year, i.e., the 

cost of serving an incremental 50 MW of load across all hours over the five-year forecast period 

as described above.  All values reflect net power supply expenses in dollars per MWh. 
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Figure 5: Annual Marginal Cost in Terms of Average Cost per Month 

 

 
 

 

Figure 6: Weekly Marginal Cost in Terms of Average Daily Cost, Separated by Season 
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Figure 7a: Summer Time-of-Day Average Marginal Cost in Terms of Average Cost per Month 

 

 
 

 

Figure 7b: Non-Summer Time-of-Day Average Marginal Cost in Terms of Average Cost per Month 
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Figure 8a: Weekday (Monday–Friday) Average Hourly Marginal Cost, Separated by Season 

 

 
 

 

Figure 8b: Weekend (Saturday–Sunday) Average Hourly Marginal Cost, Separated by Season 

 

 
 

Hourly marginal cost data supporting these figures is provided in the confidential workpaper file 

as Table 3.  Because this information is confidential it will be provided under separate cover in 

accordance with Protective Order No. 09-147 issued in this docket. 
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IV. Fixed Cost of Service 

 

As described on page 10, lines 21-23, of the Company’s reply comments filed in this docket on 

October 20, 2011, “the [Company’s] class cost of service model is not currently equipped to 

provide greater time variant cost data for capacity-related costs and other fixed cost 

components.” Although Idaho Power is unable to provide fixed costs of service on an hourly 

basis, the Company does have available monthly fixed costs of service for the generation and 

transmission functional categories.  These time-differentiated fixed costs of service are 

developed using forecast monthly resource surpluses/deficiencies, which are determined in the 

Company’s Integrated Resource Plan (“IRP”) analysis.  The Company has produced these 

monthly fixed costs of service as part of its class cost of service studies filed in past general rate 

cases.  

 

Figure 9, attached to this document, contains monthly peak hour surplus/deficiency data from 

the Company’s most recent class cost of service study filed in Docket UE 233.  This workpaper 

indicates the months during which the Company’s supply position is at either a surplus or deficit 

with respect to each month’s peak load hour.  The Company currently utilizes this data in the 

cost allocation and rate setting process as one of the factors considered in determining potential 

seasonal rate differentiations.  

 

V. Conclusion 

 

The data presented in this report is intended to provide the Commission with information 

regarding the cost of serving Idaho Power’s customers at various times throughout the year, on 

a seasonal, monthly, and time-of-day basis.  The Company looks forward to discussing potential 

rate structures with Staff as directed in ordering paragraph 3 of Order No. 12-159, and hopes 

that the data presented herein will serve as a solid foundation for evaluating the merits of these 

time variant rate structures.   

 

Please contact Scott Wright, (208) 388-5493, swright@idahopower.com, or Matt Larkin, (208) 

388-2461, mlarkin@idahopower.com, with questions regarding this information. 

 

 



FIGURE 9


