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Acknowledgement of the 2019 Integrated Resource Plan.

STAFF RECOMMENDATION:

Acknowledge Idaho Power’s 2019 Integrated Resource Plan (IRP) in part and decline to
acknowledge in part Idaho Power’s 2019 Integrated Resource Action Plan. Staff
recommends certain action and additional requirements on pages 52-56 of this Staff
Report.

SUMMARY OF STAFF RECOMMENDED ACTIONS:

Commission Staff (“Staff”) presents a summary of recommendations on each Action
Item, in the order presented in the Action Plan. Due to the extended cycle of this IRP,
many of these Action Items have already been completed, and as a result, Staff
recommends not acknowledging them. In Order No. 14-252, the Commission noted that
energy utilities that desire acknowledgment of an investment decision should request
acknowledgment before the required project is substantially completed. As a result,
Staff recommends not acknowledging Action Items based on procedural grounds when
they are complete or will be substantially complete by the time the Commission issues
its acknowledgment order. Such recommendations do not necessarily indicate lack of
support for the Action Items. Because Staff is recommending a waiver for the 2019 IRP
Update, all recommendations are for the 2021 IRP unless stated otherwise. Dates in
parentheses are taken from the Action Plan target year.
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1. Plan and coordinate with PacifiCorp and regulators for early exits from Jim
Bridger units. Target dates for early exits are one unit during 2022 and a second
unit during 2026. Timing of exit from second unit coincides with the need for a
resource addition. (2020-2022)

Recommendation: Acknowledge

Additional Recommendation: Provide a reliability impact analysis for Jim
Bridger retirement.

2. Incorporate solar hosting capacity into the customer-owned generation forecasts
for the 2021 IRP. (2020-2022)
Recommendation: Acknowledge

3. Conduct ongoing Boardman to Hemingway (B2H) permitting activities. Negotiate
and execute B2H partner construction agreement(s). (2020-2026)
Recommendation: Acknowledge

4. Conduct preliminary construction activities, acquire long-lead materials, and
construct the B2H project. (2020-2026)
Recommendation: Acknowledge

Additional Recommendations:

e Continue to include the 20 percent cost contingency for B2H in the
2021 IRP.

e Update B2H costs prior to creating new portfolios in the 2021 IRP.

e Model cost risk as it relates to a change in ownership arrangement in the
2021 cycle. This could be in the form of a series of sensitivities, where the
Company continues to own 21 percent of the line and retail customers are
held harmless, and introduce additional costs to customers based on a
range of capital risks.

e Dedicate time in a 2021 IRPAC meeting addressing the issue of B2H cost
risk as a result of new ownership structures. In the meeting, the Company
should address the questions raised in this Staff Report.

5. Monitor Variable Energy Resource (VER) variability and system reliability needs,
and study projected effects of additions of 120 MW of PV solar (Jackpot Solar)
and early exit of Bridger units. (2020)

Recommendation: Not Acknowledge due to timing

Additional Recommendation: File the results of each of the VER studies with
the Commission once they are complete and notify the LC 74 service list.
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6. Exit Boardman December 31, 2020. (2020)
Recommendation: Not Acknowledge due to timing

7. Bridger Unit 1 and Unit 2 Regional Haze Reassessment finalized. (2020)
Recommendation: Not Acknowledge due to timing

Additional Recommendation: Update the Commission as soon as it knows the
outcome of PacifiCorp’s negotiation with the Wyoming DEQ regarding continued
use of Jim Bridger Units 1 and 2 without SCR investments.

8. Conduct a VER Integration Study. (2020)
Recommendation: Not Acknowledge due to timing

9. Conduct focused economic and system reliability analysis on timing of exit from
Valmy Unit 2. (2020-2021)
Recommendation: Acknowledge

10. Continue to evaluate and coordinate with PacifiCorp for timing of exit/closure of
remaining Jim Bridger units. (2021-2022)
Recommendation: Acknowledge

11. Subject to coordination with PacifiCorp, exit Jim Bridger unit (as yet
undesignated) by December 31, 2022. (2022)
Recommendation: Acknowledge

12.Jackpot Solar 120 MW on-line December 2022. (2022)
Recommendation: Not Acknowledge

13. Exit Valmy Unit 2 by December 31, 2022.
Recommendation: Not Acknowledge

Additional Recommendation: Change the Action Item to include a Valmy
Retirement in 2025 until the Company has completed the appropriate analysis to
show 2022 is an optimal retirement date.

14.Subject to coordination with PacifiCorp, exit Jim Bridger unit (as yet
undesignated) by December 31, 2026. Timing of the exit from the second Jim
Bridger unit is tied to the need for a resource addition (B2H). (2026)
Recommendation: Acknowledge
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Following is a list of additional Staff Recommendations based on analysis in this Staff
Report.

Additional Staff Recommendations

Report qualitative benefits and risks by portfolio in the 2021 IRP and in all IRPs
going forward in which a qualitative analysis plays a significant role.

Devote resources to improve optimization techniques and address this issue in a
2021 IRP workshop. In particular, the Company should implement techniques in
its next IRP to optimize resource buildouts based on the Company’s system only.

Implement a more robust measure of risk for evaluating portfolios. The Company
should incorporate risks or situations that are not used to create the initial
portfolios and should strive to incorporate qualitative risks into the portfolio
development process.

Review all energy efficiency measures piloted by Energy Trust in 2018-2020 and
report on whether the Company has considered them, what research was
conducted to look into these measures, whether there has been a decision on
the inclusion of these measures, and what the determination is to date. The
Company should share the status of its review at an Energy Efficiency Advisory
Group meeting in 2021 and as a report in the 2021 IRP.

Use a metric like the Akaike Information Criterion to confirm that indicator
variables are not causing model overfitting.

Present a plan for cross-validation or similar to check whether ARIMA models are
likely to reduce load forecast error in the next IRP and check robustness of Idaho
Power’s load forecasting model.

Address whether the upper and lower bounds on its customer load stochastic risk
analysis are wide enough.

Present to Commissioners the impact of COVID-19 on load.

The 2021 IRP should model expanded DR with a LCOC based on real
programmatic approximations for acquiring the said amount of incremental
additional DR; LCOC estimates representative of incremental increases (e.g.,
10 percent increase, 20 percent increase, 30 percent increase, 50 percent
increase); or some other mutually agreed upon approach to more rationally
model this key variable.

Provide an update on the Oregon Residential Time-of-Day Pilot Plan including
number of participants, total cost of the pilot since its 2019 launch, and peak
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capacity reduction by season, as well as propose an alternative venue for
reporting pilot results, given that the Smart Grid Report will be suspended with
the Commission approval of DSP guidelines.

e Work with Staff and stakeholders to develop a new modeling approach suitable
for behavior-based DR programs that reflects such programs’ typical lower costs
and less certain results.

e Perform sensitivity analysis in its 2021 IRP pertaining to wind replacement
assumptions to evaluate the impact on resource planning.

e Allow an exemption to Order No. 16-362.

e Perform the Company’s approved capacity factor approximation method using all
the new data that has become available.

e Eliminate or raise the 80 MW cap on battery storage. This includes standalone
battery storage as well as storage paired with solar.

e Model the PTC for wind to the extent it is technically achievable by the Company.

e Revise its Wyoming cost inputs to include more reasonable cost assumptions.

e The Company should produce the Climate Change Risk Report referenced in the
2017 IRP acknowledgment order and include it in the next IRP.

e Waive the IRP Update unless the Company is unable to file its IRP before the
annual update deadline.

DISCUSSION:

Issue

Whether the Commission should acknowledge Idaho Power Company’s (“Ildaho Power”
or “the Company”) 2019 Integrated Resource Plan (IRP), acknowledge specific portions
of the IRP with or without certain conditions, or decline to acknowledge the IRP.

Applicable Rule

The Commission adopted least-cost planning as the preferred approach to utility
resource planning in 1989.1 In 2007, the Commission updated its existing least-cost
planning principles and established a comprehensive set of “IRP Guidelines” to govern
the IRP process. The IRP Guidelines found in Order Nos. 07-002 (corrected by 07-
047), 08-339, and 12-013 clarify the procedural steps and substantive analysis required

1 Order No. 89-507.
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of Oregon’s regulated utilities in order for the Commission to consider
acknowledgement of a utility’s resource plan.? Also applicable to review of Idaho
Power’s 2019 IRP is whether it complies with all of the Commission requirements in its
previously acknowledged IRP. In addition to IRP Guideline compliance, Staff reviewed
whether Idaho Power complied with the Commission’s order in LC 68.

The IRP Guidelines and Commission rules require a utility to file an IRP with a planning
horizon of at least 20 years within two years of its previous IRP acknowledgment order,
or as otherwise directed by the Commission.® Further, the IRP must also include an
“Action Plan” with resource activities that the utility intends to take over the next two to
four years.* The ultimate goal of the IRP is to select the “portfolio of resources with the
best combination of expected costs and associated risks and uncertainties for the utility
and its customers.” This is often referred to as the “least cost/least risk portfolio.”

The Commission reviews the utility’s plan for adherence to the procedural and
substantive IRP Guidelines and generally acknowledges the overall plan if it is
reasonable based on the information available at the time.® However, the Commission
also explains: “We may also decline to acknowledge specific action items if we question
whether the utility’s proposed resource decision presents the least cost and risk option
for its customers.”” The Commission may also decline to acknowledge specific Action
Items if they are complete or substantially complete by the time the Commission issues
its acknowledgment order.®

Analysis
Procedural History

Prior to the initial IRP filing on June 28, 2019, Idaho Power held eight IRP Advisory
Council (IRPAC) meetings leading up to the submission of the initial 2019 IRP and two
more IRPAC meetings for the Second Amended IRP. IRPAC members represent
various public agencies, public and private enterprises, and advocacy groups. The
IRPAC covers aspects of the IRP development, particularly on the resource stack,

2 Order Nos. 07-002 and 07-047. Additional refinements to the process have been adopted: See Order
No. 08-339 (IRP Guideline 8 was later refined to specify how utilities should treat carbon dioxide (CO2)
risk in their IRP analysis); Order No. 12-013 (guideline added directing utilities to evaluate their need and
supply of flexible capacity in IRP filings).

3 Order No. 07-002 (Guidelines 1(c) and 3(a)) and OAR 860-027-0400.

4 Order No. 14-415 at 3.

5 Order No. 07-002 at 1-2.

6 Order No. 07-002 at 1.

7 Order No. 07-002 at 1.

8 Order No. 14-252 at 7.
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resource portfolio considerations, and risk analyses. The IRPAC played an integral
role, and Staff appreciated the involved stakeholder process and Idaho Power’s time
and energy in fulfilling the public input component of the Company’s IRP process.

Idaho Power filed its initial 2019 IRP on June 28, 2019. The Company’s filing included
the IRP and four appendices.® Several weeks later, the Company filed a letter asking
the Administrative Law Judge to refrain from establishing a procedural schedule to allow
the Company to file supplemental analysis related to the Company’s Long Term
Capacity Expansion (LTCE) modeling approach to confirm the accuracy of the IRP’s
conclusions and findings. The LTCE is new to this IRP cycle, and this is the first time
the Company has incorporated this methodology in the IRP.

On January 31, 2020, the Company filed an Amended IRP that included multiple
changes to its analysis and some changes to the Company’s preferred portfolio. On
June 1, 2020, Idaho Power amended its IRP again by submitting replacement pages
meant to address truncated Bridger coal cost errors it discovered after filing the
Amended IRP. On July 1, 2020, the Company filed a motion to suspend the schedule
because it discovered additional errors and felt the need to do a comprehensive review
to ensure accuracy in the IRP. On October 2, 2020, the Company filed its fourth
iteration of the IRP, the Second Amended 2019 IRP, to correct input errors. The
Company underwent an extensive verification process in this final version.

The Commission held a virtual public comment hearing on April 23, 2020, and hosted
two additional workshops on October 22, 2020 and March 2, 2021.

On April 1, 2020, Staff filed Opening Comments on the Company’s Amended IRP. On
April 2, 2020, Mr. Gail Carbiener, the Citizens’ Utility Board (“CUB”), the Renewable
Energy Coalition (“REC”), Renewable Northwest, (“‘RNW”), Sierra Club, and the STOP
B2H Coalition (“*STOP B2H") filed Opening Comments. On April 7, 2020, STOP B2H
filed revised and amended Opening Comments.

On May 15, 2020, the Company filed Reply Comments. As mentioned above, the
docket schedule was suspended, and the Company subsequently filed its final iteration
of the IRP on October 2, 2020.

On January 8, 2021, REC, Staff, CUB, RNW, and STOP B2H filed Final Comments.

On February 5, 2021, Idaho Power filed Final Comments.

9 The appendices are the “Sales and Load Forecast,” the “Demand-Side Management 2018 Annual
Report,” the “Technical Appendix,” and the “Boardman to Hemingway Update.”
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Staff also received a number of informal comments throughout the proceeding. Almost
all of the informal comments Staff reviewed opposed the construction of the B2H line,
but one commenter expressed support for retirement of Valmy Unit 2, and another
supported moving away from coal and gas and moving towards renewable sources of

energy.

This Staff Report discusses the near-term Action Plan, formal comments by
stakeholders and the Company, and other issues raised throughout this docket. Due to
the multiple iterations of the IRP, the Staff Report will focus on the Second Amended
IRP unless stated otherwise. Staff organizes this report by first discussing the Action
Items in the Action Plan, followed by additional issues raised by parties.

Action Item Discussion

Below is a summary of Idaho Power’s Action Plan Items in the 2019 Second Amended

IRP.
Summary of Idaho Power 2019 Action Plan Items by Category
Category Final 2019 Action Plan Item
Jim Bridger - 1: Plan and coordinate with PacifiCorp and regulators for early
Early Exits exits from Jim Bridger units.

10: Continue to evaluate and coordinate with PacifiCorp for timing
of exit/closure of remaining Jim Bridger units.

11: Subject to coordination with PacifiCorp, exit Jim Bridger unit
(as yet undesignated) by December 31, 2022.

14: Subject to coordination with PacifiCorp, exit Jim Bridger unit
(as yet undesignated) by December 31, 2026. Timing of the exit is
tied to the need for a resource addition (B2H).

Customer Solar

2: Incorporate solar hosting capacity into the customer-owned
generation forecasts for the 2021 IRP.

B2H

3: Conduct ongoing B2H permitting activities. Negotiate and
execute B2H partner construction agreement(s).

4: Conduct preliminary construction activities, acquire long-lead
materials, and construct the B2H project.

VER Monitoring

5: Monitor Variable Energy Resource (VER) variability and
system reliability needs, and study projected effects of additions
of 120 MW of PV solar (Jackpot Solar) and early exit of Bridger
units.

8: Conduct a VER Integration Study.

Boardman Exit

6: Exit Boardman December 31, 2020.

Regional Haze

7: Bridger Unit 1 and Unit 2 Regional Haze Reassessment
finalized.
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Valmy Unit 2 - 9: Economic and system reliability analysis on timing of exit from
Exit Valmy Unit 2.
- 13:Exit Valmy Unity 2 by December 31, 2022.
Jackpot Solar - 12: Jackpot Solar 120 MW on-line December 2022.

Jim Bridger Early Exits

Action Items 1, 10, 11, and 14 regard early exits from Jim Bridger units. Target dates for
early exits involve retiring one unit during 2022 and a second unit during 2026. The
Company seeks to coordinate with PacifiCorp and regulators on the timing of these
early exits.

Idaho Power’s Analysis

The Jim Bridger coal plant contributes substantially to Idaho Power’s generating
capacity, and the retirement dates of the Jim Bridger units are important drivers of
resource selections in the IRP. Through Idaho Power’'s new Long Term Capacity
Expansion (LTCE) methodology, the Company’s preferred portfolio identified 2022 and
2026 for retiring Units 1 and 2 of the Jim Bridger coal plant, though the exit order of
these units has not been identified. Idaho Power is also planning on retiring units 3 and
4 in 2028 and 2030, with the order also unspecified.°

Stakeholder Positions

Sierra Club

Sierra Club indicated that the analysis behind Idaho Power’s 2019 IRP was a “dramatic
improvement” from the 2017 IRP.! It was generally supportive of Idaho Power’s new
LTCE approach and early retirement dates, though it was concerned that Idaho Power’s
partner, PacifiCorp would delay early retirement. Sierra Club discussed at length
economic merits of early unit retirement and disputed the assertion that the Jim Bridger
power plant plays a valuable role in balancing variable renewable resources or
providing flexible capacity.

CcuB

CUB noted that the Jim Bridger exit dates for Unit 1 and Unit 2 in PacifiCorp’s Action
Plan (2023 and 2028) were different from the exit dates in Idaho Power’s Action Plan
(2022 and 2026). While CUB believes that removing coal-fired generation from the
resource portfolio is vital to a transition towards Idaho Power’s goal of 100 percent

10'1daho Power Second Amended IRP, page 18.
11| C 74, Sierra Club Opening Comments, page 1.
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Clean Energy by 2045, CUB stated that the Company needed to provide clearer plans
regarding coal exits.*?

RNW

RNW expressed its appreciation that Idaho Power is seeking to economically retire five
of seven coal-fired generating units by the end of 2026 and exit from the remaining two
at Jim Bridger by the end of the 2020s.13

Staff's Positon
Staff noted that the Company did not specify which dates each unit would be retiring.

Staff looked into Idaho Power’s fuel cost and fixed cost forecasts for Jim Bridger, Idaho
Power’s coal fuel price forecast, and compared it to the one used in PacifiCorp’s 2019
IRP. In PacifiCorp’s IRP, Staff and Sierra Club expressed concern with the coal fuel
cost forecast for Jim Bridger, which appeared to be unreasonably low. Staff found that
Idaho Power’s coal fuel price forecast did not provide the same cause for concern.

Staff also reviewed the fixed O&M costs of the Bridger units and found that the fixed
costs for PacifiCorp’s share of the plant differed from Idaho Power’s share of the plant.
It is Staff's understanding that Idaho Power developed the fixed costs for Idaho Power’s
share of the plant, whereas a vendor developed the fixed costs for PacifiCorp’s share.
Staff requested that Idaho Power review its cost assumptions for both companies’
shares of the plant and explain the cause and significance of the difference in fixed
O&M between these two shares of the plant. Staff requested that the Company address
whether the difference in fixed O&M costs had any significant effect on the selection of
the Preferred Portfolio.

Idaho Power’s Position

Idaho Power indicated that though it has not decided which units would retire in what
year, Units 1 and 2 would be likely to retire in 2022 and 2026 due to their relative
condition, efficiency, and outage schedules.'* At the time of the Company’s Reply
Comments, it explained that it had only had high-level discussions with PacifiCorp about
retiring Jim Bridger units in tandem.*® It stated that because these discussions were still
beginning, it is difficult to plan towards resolution of the different retirement dates.
However, it was amenable to update the Commission on negotiations with PacifiCorp at
the end of 2020.16

121 C 74, CUB Opening Comments, page 8.

13 L.C 74, RNW Opening Comments, page 7.

1 These units are also unspecified.

15 LC 74, Idaho Power Reply Comments, page 38.

16 This statement was made on page 38 of its Reply Comments, before the Company had suspended its
Amended IRP.
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In Final Comments, ldaho Power explained that it generally does not alter model vendor
inputs for other companies’ units because other companies might have differing O&M
costs, capital upgrade methodologies, or regulatory environments. The Company also
provided a brief update regarding negotiations among parties, stating that PacifiCorp
and ldaho Power have not yet come to terms on exit dates. Idaho Power committed to
updating the Commission with substantive developments.

Staff's Analysis and Recommendation:

In the 2017 IRP, the Commission did not acknowledge the retirement dates proposed
for the Jim Bridger units: 2028 for Unit 2 and 2032 for Unit 1. Staff had recommended
not acknowledging the retirement dates because it believed that the Company had not
established that its plan to retire the Bridger units in those years in lieu of installing
SCRs in 2021 and 2022 was feasible. In the 2019 IRP, Staff has reviewed costs and
believes that an early economic retirement would be reasonable, but Staff also shares
Sierra Club’s concern about consistency between the Company and PacifiCorp. Idaho
Power has yet to demonstrate comparable cost assumptions for both operating partners
as well as a secure plan for early retirement coordination.

Idaho Power should strive with PacifiCorp to share data to ensure that the appropriate
information is captured properly in the IRP. Further, 2022 is swiftly approaching. The
Company has not yet provided material updates on which unit will retire or whether it
will be able to secure negotiations with PacifiCorp to retire in 2022. Staff would also be
interested in a reliability impact analysis similar to the one proposed for Valmy in the
form of a filing or update from the Company.

Staff Recommendations:

e Acknowledge Action Item 1: Plan and coordinate with PacifiCorp and
regulators for early exits from Jim Bridger units.

e Acknowledge Action Item 10: Continue to evaluate and coordinate with
PacifiCorp for timing of exit/closure of remaining Jim Bridger units.

e Acknowledge Action Item 11: Subject to coordination with PacifiCorp, exit
Jim Bridger unit (as yet undesignated) by December 31, 2022.

e Acknowledge Action Item 14: Subject to coordination with PacifiCorp, exit
Jim Bridger unit (as yet undesignated) by December 31, 2026. Timing of the
exit is tied to the need for a resource addition (B2H).
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Recommendation for 2021 IRP:

e Provide a reliability impact analysis for Jim Bridger retirement.

Customer Solar
Action Item 2 is to incorporate solar hosting capacity into the customer-owned
generation forecasts for the 2021 IRP.

Idaho Power’s Analysis

As of March 31, 2019, the Company’s total solar customer-generation capacity was
36.302 MW in Idaho and 1.267 MW in Oregon.” The Company states that it will
incorporate solar hosting capacity into its customer-owned generation forecasts in the
2021 IRP.

Staff's Position

No parties submitted comments on this Action Item. Staff supports this Action Item as it
is consistent with current objectives and policies at the Commission regarding
Distribution System Planning. For example, Staff's proposed guidelines in UM 2005
include Hosting Capacity Analysis guidance that each utility should conduct system
evaluations to identify generation in constrained areas.'®

Staff Recommendation:
e Acknowledge Action Item 2: Incorporate solar hosting capacity into the
customer-owned generation forecasts for the 2021 IRP.

Boardman to Hemingway (B2H)

Action Items 3 and 4 regard ongoing B2H permitting activities, negotiations with B2H
partners, preliminary construction activities, acquiring long-lead materials, and
constructing B2H.

17 |daho Power 2019 Second Amended IRP, page 41. This includes pending and active capacity.
8 UM 2005 Staff Report, Attachment 1 page 7.
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Idaho Power’s Analysis

The B2H project is a planned 500-kilovolt (kV) transmission project that would run
between the Hemingway 500-kV substation near Marsing, Idaho, and a proposed
substation near Boardman, Oregon.*® The project has consistently been selected as
part of the Company’s preferred portfolio for over a decade, and the 2019 cycle is no
different. The Company maintains that B2H provides the least-cost option for its
resource future, in addition to incremental ancillary benefits and additional operational
flexibility.2°

The 2019 Second Amended IRP portfolio selection process included a new
methodology that created portfolios with and without B2H so that Idaho Power could
compare the costs of a resource future with and without the transmission line.
Ultimately, with this new process, the Company again determined that B2H should be
part of a least-cost/least-risk portfolio.

A significant change in the Second Amended IRP included an informational update that
Idaho Power is considering acquiring Bonneville Power Administration’s (BPA)

24 percent ownership share of B2H.?! To Staff's knowledge, the Company did not
incorporate this change into the IRP’s cost assumptions.

Stakeholder Positions

STOP B2H

STOP B2H’s comments strongly opposed construction of B2H. Because the Second
Amended IRP contained updates to portfolio costs, new assumptions and
methodologies, and created new portfolios, parts of STOP B2H'’s analysis in Opening
Comments do not apply to the Second Amended IRP.?? The inapplicability of the
comments mostly revolve around outdated cost assumptions.

However, STOP B2H also presented a series of concerns on the Amended IRP that
Staff believes could still be considered applicable in the Second Amended IRP. These
critiques include, but were not limited to:

- Real power losses due to the transport of power across long distances,
- Excess Capacity Benefit Margin (CBM) assumptions in the IRP,

19 |daho Power 2019 Second Amended IRP Appendix D, page 1.

20 |daho Power 2019 Second Amended IRP Appendix D, page 1.

2! |daho Power 2019 Second Amended IRP, page 19.

22 This also applies to other parties’ analysis on the portfolios in previous iterations of the IRP.
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- Its dispute that Idaho Power has met the standards under the Energy Facilities
Siting Council (EFSC) System Reliability Rule,

- The belief that B2H falls under the Commission’s competitive bidding rules, and

- Risks around project participants.

In Final Comments on Idaho Power’s Second Amended IRP, STOP B2H continued to
focus on project participant risk.?® The group indicated that project participants have
been inconsistent in their commitment to B2H. STOP B2H also expressed concern
about potential cost overruns of the project and requested that the Company reflect any
cost changes in the 2021 IRP.

Mr. Gail Carbiener

Mr. Gail Carbiener filed Opening Comments opposing construction of B2H. Mr.
Carbiener also focused on co-participant risk and indicated that he was surprised at the
lack of coordination between PacifiCorp and Idaho Power on construction of the line.?*

CUB

CUB had concerns with co-participant risk in its Opening Comments, including the risk
that if PacifiCorp or BPA were to pull out of the project, there would either be cost
allocation impacts on Idaho Power’s customers, or the project could be deferred.
Despite these concerns, CUB makes no recommendations on B2H.

Renewable Northwest

In general, Renewable Northwest supported construction of B2H because it agreed with
Idaho Power on several points, namely that that B2H will “provid[e] Idaho Power access
to clean and low-cost energy in the Pacific Northwest wholesale electric market,”
improve system reliability and resiliency, reduce limitations on the regional transmission
system, and that the Company “persuasively tied its transmission proposal” to its 100
percent clean goal.?®

Staff's Position

Staff agreed with the issue of cost risk related to ownership changes and recommended
that for the 2021 IRP, the Company must measure cost risk as it relates to changes in
ownership of B2H. At the time Staff filed Opening Comments, the Company was still
representing that the three original parties would continue to own a share of the line.
Staff expressed concern about the possibility of one party stepping away from the
project and highlighted the cost risk it could pose for ratepayers.

23 STOP B2H Final Comments, page 7.
24 Gail Carbiener’'s Opening Comments, pages 1-2.
25 RNW Opening Comments, pages 4-5.
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By the time Staff filed Final Comments, parties learned that B2H ownership would
potentially be restructured. Idaho Power proposed that it could acquire BPA’s ownership
share. BPA would continue to use capacity on the line to serve its Southeast Idaho load,
but instead of owning capacity, BPA would purchase transmission service across B2H
through Idaho Power’'s OATT. In Final Comments, Staff continued to address concerns
over this potential ownership change because of unknown additional costs and
ratepayer risks. Staff also addressed some of STOP B2H's analysis of the line,
highlighting that although Staff agreed with cost risks related to co-participant changes,
Staff agreed with the practice of reserving CBM capacity for emergencies. Staff also
noted that issues revolving around EFSC siting were outside the scope of the IRP, and
Staff indicated it did not agree that the addition of B2H would serve as a detriment to the
system because of line loss increases.

In addition to cost concerns, Staff discussed the selection of B2H in the preferred
portfolio. Staff will elaborate on this topic further on in this Staff Report when it
discusses portfolio modeling.

Idaho Power’s Position

Idaho Power continued to defend B2H as a “top performing resource alternative” in its
Reply Comments.?8 It indicated that B2H is essential to facilitating its clean energy
goals and assured that PacifiCorp and BPA “demonstrated ongoing financial
commitment” to the project.?’ Idaho Power countered a number of STOP B2H's
criticisms of the project, stating that the project costs were not understated and that the
Company was not required to request a waiver of the competitive bidding rules. The
Company also said that emergency transmission capacity in the form of CBM does not
offset the need for B2H and that B2H will reduce line losses in the Western system.
Finally, the Company argued that EFSC’s rules governing issuance of a Site Certificate
are inapplicable to the 2019 IRP.

In its Final Comments, ldaho Power responded to stakeholders’ concerns about project
participants by assuring that “ldaho Power’s B2H Partners Remain Committed to the
Project”?® and that ownership or service arrangements would not affect B2H's 2026 in-
service date. The Company said that it would not agree to arrangements shifting cost
risk to retail customers without a “corresponding increase in benefits,”?® and that the
continued 21 percent ownership assumption in the IRP was appropriate.

26 LC 74, Idaho Power's Reply Comments, page 3.
27 LC 74, Idaho Power's Reply Comments, page 5.
28 LC 74, Idaho Power's Reply Comments, page 5.
29 LC 74, Idaho Power's Reply Comments, page 6.
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Regarding the EFSC capacity and siting issue, Idaho Power stated that “it would be
impossible for Idaho Power to utilize a 21 percent share of B2H unless 100 percent of
the line is built,”3° and that the Oregon Commission should reject STOP B2H'’s
interpretation that the Commission’s 2017 acknowledgment order only accounted for
21 percent of the line.

Staff’s Analysis and Recommendations

Below is a table summarizing core stakeholder positions on B2H.

I | o
o0 .5 IPC Response | Staff Response
ol 2 m =
S| ®&|D|Z
n| OO0 | x
Position N | N -1y
Power Loss X Disagree Disagree
Excess Capacity Benefit X Disagree Disagree
Margin
@ | EFSC X Disagree Disagree
'g Competitive Bidding X Disagree Disagree
< | Co-Participant Risks Parties are Costrisk is a
X[ X | X financially factor
committed
20 percent Contingency X Remove Leave in
Access to clean energy/other Agree Agree
markets
Improved Reliability Agree Agree
5 | Regional transmission X Agree Agree
L | benefits
100% Clean Goal Agree Preferred
X Portfolio is

inconsistent

The Company responded to Staff’'s recommendations by agreeing to incorporate cost
sensitivities for B2H in the 2021 IRP and indicating that it would have ownership details
finalized by the time the IRP is filed in 2021; it also appears amenable to modeling B2H
cost risk sensitivities in the 2021 IRP.3! Staff appreciates these inclusions for the next

30 LC 74, Idaho Power’s Reply Comments, page 15.

31 LC 74, Idaho Power’s Final Comments, page 8.




Docket No. LC 74
March 5, 2021
Page 17

IRP cycle. However, the Company also indicates that it is considering removing or
reducing the 20 percent cost contingency and that preliminary estimates show that the
2021 cost estimates for B2H are lower than in 2018.

Staff does not agree with removing the 20 percent cost contingency. While it is true that
some large projects can stay under budget, cost overruns are not uncommon for
projects like high-voltage transmission lines. Incorporating a cost contingency is
standard practice for determining costs and is appropriate to include in the IRP. It is a
conservative modeling choice that incorporates the genuine risk of cost overruns.

Staff also agrees with STOP B2H that the Company should update any costs to B2H
before creating new portfolios for the 2021 IRP. Idaho Power indicates that it is already
working with an engineering consultant to revise the B2H estimate for the 2021 IRP.
Staff supports the Company’s plans to include a breakdown of the cost estimate in the
2021 IRP.

As mentioned in Final Comments, there were a series of criticisms about B2H with
which Staff did not agree. The concerns surrounding the following issues were not
convincing in light of the evidence and arguments made by the Company:

- Line losses,

- The practice of reserving CBM capacity for emergencies, and

- The issues involving EFSC and the question of how much capacity the Oregon
Commission acknowledged.

Regarding EFSC siting, the decisions of another agency are outside the scope of the
IRP. However, in general, the higher the voltage of a line, the more capacity it allows.
The highest capacity need for Idaho Power on B2H would be in the summer, when it is
expected to reserve 500 MW of capacity. A transmission line facilitating only 500 MW is
likely to be a different project at a different voltage, and would not be the same project
the Commission acknowledged. When the Commission acknowledged B2H in the 2017
IRP, it is reasonable to assume that it understood it was acknowledging a 500 kV line.

Staff also believes that B2H is not subject to the competitive bidding guidelines. Order
No. 18-324 states that the Commission revised the rules “to clarify that the competitive
bidding requirements do not generally apply where a utility is seeking to exclusively
acquire transmission assets or rights.”3?

Staff continues to be concerned about increased cost risk as a result of shifts in
ownership. Even though the Company insists that it will not “reach any deal with BPA

32 Order No. 18-324, page 6.
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that would harm retail customers or the Company’s shareholders,” Staff still believes it
is appropriate to consider the potential risk of additional costs for the project in the 2021
IRP. The Company may produce a range of sensitivities where, for example, customers
are held harmless despite an ownership change, and others where customers assume
additional cost risk as a result of the ownership changes. In the event that Idaho Power
is unable to secure a new ownership agreement prior to filing the 2021 IRP, awareness
of cost risk would help inform the Commission and stakeholders. Staff also believes the
Company should dedicate time in an IRPAC meeting during the 2021 IRP to address
how the Company plans on incorporating risk and that it include addressing the
following questions:

¢ What are the specifics of the ownership arrangements the Company is
considering?

e What is the risk that costs would increase under new arrangements?

e What sort of capital risk would Idaho Power be taking on by assuming additional
ownership?

e How would these risks impact the Preferred Portfolio in an IRP?

e How is the Company going to model this risk in the 2021 IRP cycle?

e What would be the specific accounting authorizations needed for such an
arrangement?

e What actions will Idaho Power take to minimize supply chain risk?

e What would be the specific types of contracts needed for such an arrangement?

e Would a change in partnership or service arrangement affect the in-service date
of B2H?

e Is there still a possibility that another third party could assume ownership?

Selection of B2H in the preferred portfolio hinges on the Company’s portfolio analysis.
Staff addresses the issue of B2H acknowledgment further in this Staff Report under the
section on Portfolio Design. Staff continues to recommend acknowledgement for the
construction of B2H, but Staff believes the Company must demonstrate that it is able to
optimize for Idaho Power’s customers in the 2021 IRP.

Staff Recommendations:

e Acknowledge Action Item 3, Conduct ongoing B2H permitting activities.
Negotiate and execute B2H partner construction agreement(s).

e Acknowledge Action Item 4, Conduct preliminary construction activities,
acquire long-lead materials, and construct the B2H project.

Recommendations for the 2021 IRP:
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e Continue to include the 20 percent cost contingency for B2H in the 2021
IRP.

e Update B2H costs prior to creating new portfolios in the 2021 IRP.

e Model cost risk as it relates to a change in ownership arrangement in the
2021 cycle. This could be in the form of a series of sensitivities, where the
Company continues to own 21 percent of the line and retail customers are
held harmless, and introduce additional costs to customers based on a
range of capital risks.

e Dedicate time in a 2021 IRPAC meeting addressing the issue of B2H cost
risk as a result of new ownership structures. In the meeting, the Company
should address the following questions:

o0 What are the specifics of the ownership arrangements the Company is
considering?

0 What is the risk that costs would increase under new arrangements?

o0 What sort of capital risk would Idaho Power be taking on by assuming
additional ownership?

o How would these risks impact the Preferred Portfolio in an IRP?

0 How is the Company going to model this risk in the 2021 IRP cycle?

o0 What would be the specific accounting authorizations needed for such an
arrangement?

o0 What actions will Idaho Power take to minimize supply chain risk?

o0 What would be the specific types of contracts needed for such an
arrangement?

0 Would a change in partnership or service arrangement affect the in-
service date of B2H?

o s there still a possibility that another third party could assume ownership?

VER Monitoring

VER Monitoring is addressed in Action Items 5 and 8: Action Item 5 is to monitor VER
variability and system reliability needs, and study projected effects of additions of

120 MW of PV solar (Jackpot Solar) and early exit of Bridger units. Action Item 8 is to
conduct a VER Integration Study.

Idaho Power’s Analysis

The Company indicated in its latest VER study that Idaho Power’s system may be
nearing a point where current reserve-providing resources like dispatchable thermal and
hydro will no longer be able to integrate additional VERs unless Idaho Power takes
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additional action to address potential reserve requirement shortfalls.3® The Company
does not specify what these actions are in the IRP, but additional details can be found in
the 2018 VER report. Both of these Action Items are marked for 2020.

Stakeholder Positions

CUB

While CUB did not directly comment on these Action Items, it recommended that Idaho
Power develop draft plans for potential Demand Response (DR) programs and include
these in its future Demand Side Management (DSM) report or as a part of its VER
Integration Study.3*

RNW

Regarding the VER Integration Study, RNW suggested that Idaho Power ensure that
stakeholder participation and collaboration are robust, because it believes that “stronger
participation by knowledgeable parties will help to ensure accurate study results and
facilitate greater integration of new, cost-effective renewable resources.”3®

STOP B2H

STOP B2H did not directly comment on these Action Items but remarked in Opening
Comments on the Amended IRP that the time lag in the addition of VERS was too long
“given the emerging threat of climate change and the declining price of VERs.”® It did
not replicate these comments for the Second Amended IRP.

Staff’s Analysis and Recommendations

In Opening Comments, Staff reflected that AURORA was still selecting some solar while
retiring thermal resources in this IRP, but it is necessary and appropriate for the
Company to continue working with Staff in developing VER integration studies. Staff
looked forward to working with the Company on this issue.

Staff believes it is prudent of the Company to continue to study VER integration and the
impacts of resources like Jackpot Solar on the Company’s system, in addition to the
Company’s reliability needs. However, because both Action Items 5 and 8 are marked
for 2020, Staff does not believe it is appropriate to recommend acknowledgment for
these Action Items. Staff is very interested in reading the results of these Action Items

33 UM 1793, Idaho Power Company Application for Approval of Solar Integration Charge, page 1.
34 LC 74, CUB Final Comments, page 5.

35 LC 74, RNW’s Opening Comments, page 6.

36 LC 74, STOP B2H Opening Comments, page 47.
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once they are published and recommends that the Company file each of these with the
Commission once they are complete.

Staff Recommendations:

e Not Acknowledge Action Item 5: Monitor VER variability and system
reliability needs, and study projected effects of additions of 120 MW of PV
solar (Jackpot Solar) and early exit of Bridger units.

e Not Acknowledge Action Item 8: Conduct a VER Integration Study.

Additional Recommendation:

e File the results of each of the VER studies with the Commission once they
are complete and notify the LC 74 service list.

Exit Boardman
Action Item 6 is to Exit Boardman December 31, 2020.

Idaho Power’s Analysis

The Boardman closure has been a component of the Company’s IRP for years. The
Company retired the Boardman plant in 2020, and this resource decision continued to
be selected as part of the least cost/least risk portfolio in the 2019 Second Amended
IRP. This Action Item is marked for 2020.

Stakeholder Positions

CUB

CUB indicated in its Final Comments that though it supported the Company’s decision
to exit Boardman, since this is a completed action, it did not believe that it should be
acknowledged by the Commission as a part of this IRP.%7

Idaho Power
In Idaho Power’s Final Comments, the Company agreed with CUB that exit from
Boardman cannot be acknowledged because the Action Item has already occurred.3®

Staff's Analysis and Recommendation:

87 LC 74, CUB Final Comments, page 4.
38 LC 74, Idaho Power Final Comments, page 46.
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Staff agrees with CUB and Idaho Power that this Action Item should not be
acknowledged because it has already been completed.

Staff Recommendation:

e Not Acknowledge Action Item 6: Exit Boardman December 31, 2020.

Reqgional Haze
Action Item 7 is to have the 2020 Bridger Unit 1 and Unit 2 Regional Haze
Reassessment finalized.

Idaho Power’s Analysis

The four Jim Bridger units are assumed to reach the end of their depreciable lives in
2034. Units 1 and 2 currently require selective catalytic reduction (SCR) investments in
2021 and 2022 for continued unrestricted operations through 2034. The SCR
investments on Units 1 and 2 are not currently planned or included in the IRP analysis.
PacifiCorp has submitted an application to the State of Wyoming for a Regional Haze
Reassessment, which could provide an alternative to SCR installation on Units 1 and
2.3% The negotiation with the Wyoming Department of Environmental Quality (DEQ) to
extend the utilization of Jim Bridger Units 1 and 2 without SCR investments to comply
with the Federal Clean Air Act Regional Haze rules has not yet been completed.*°

Stakeholder Positions

Sierra Club

Sierra Club was concerned that PacifiCorp’s delayed retirement of Jim Bridger was not
designed to protect ratepayers, but rather to protect the utility in Wyoming, a state
opposed to the closure of noneconomic coal plants. While these events would not
impact the ratepayers of Oregon, Sierra Club was concerned that PacifiCorp might seek
to block Idaho Power’s early exit, calling the failure to negotiate for an early exit a
prospect that would “adversely impact customers economically.”# Sierra Club pointed
to the fact that Idaho Power identified this as one of the “highest partner risk” among
this IRP’s Action Items.*? Sierra Club held that PacifiCorp’s election to maintain the
Bridger coal plant should not be allowed to impose a risk or a cost on Idaho Power’s

3% Second Amended 2019 IRP, p. 98.
40 Second Amended 2019 IRP, p. 98.
41 Sjerra Club Opening Comments, p. 4.
42 Sjerra Club Opening Comments, p. 4.
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customers.*® Given the near-term timeline of Idaho Power’s proposed exit, and the risk
posed by PacifiCorp’s election to maintain the first unit longer than Idaho Power finds
economic, Sierra Club wanted the Commission to direct Idaho Power to report back to
this Commission by the end of calendar year 2020 on its exit negotiations with
PacifiCorp.4

Staff’s Analysis and Recommendation

The Action Item regarding the Unit 1 and Unit 2 Regional Haze Reassessment was for
2020. Because it is now 2021, Staff recommends that the Commission not
acknowledge it. However, Staff recommends that the Commission require Idaho Power
to file an update with the Commission when it knows the outcome of PacifiCorp’s
negotiation with the Wyoming DEQ regarding continued use of Units 1 and 2 without
SCR investments. In addition, Idaho Power’s 2021 IRP should include updated
information regarding Idaho Power’s exit from Jim Bridger Units 1 and 2.

Staff Recommendation:

e Not acknowledge Action Item 7: Bridger Unit 1 and Unit 2 Regional Haze
Reassessment finalized.

Additional Recommendation:
e Update the Commission as soon as it knows the outcome of PacifiCorp’s

negotiation with the Wyoming DEQ regarding continued use of Jim Bridger
Units 1 and 2 without SCR investments.

Valmy Unit 2 Exit

Action Items 9 and 13 are related to the Valmy Unit 2 exit. Action Item 9 is to conduct
focused economic and system reliability analysis on timing of exit from Valmy Unit 2.
Action Item 13 is to exit Valmy Unit 2 by December 31, 2022.

Idaho Power’s Analysis

In the process of revising its Amended IRP, the Company undertook additional analysis
and ran sensitivities that included a 2022 retirement date for Valmy Unit 2. In the
Second Amended IRP, Idaho Power subsequently discovered that it is possible to

43 Sjerra Club Opening Comments, p. 4.
44 Sjerra Club Opening Comments, p. 4.
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economically retire Valmy Unit 2 in 2022 instead of 2025 as originally planned. Table
9.7 of the IRP contains new portfolios with a 2022 retirement date. As the Company
indicated in its IRP, it will perform a near-term analysis related to market depth,
reliability, and other factors associated with Valmy transmission capacity prior to filing its
2021 IRP.

Stakeholder Positions

RNW

RNW generally supported the finding that a 2022 exit for Valmy Unit 2 would provide net
economic benefits to Idaho Power and its customers. It also highlighted that Idaho
Power should conduct a transparent stakeholder engagement on this early retirement
process and implications of the reliability analysis. RNW recommended that this should
include information about the type of model, inputs, assumptions, scenarios, and
outputs that the Company will use in its reliability analysis.

CuUB

CUB indicated that it appreciates the analytical adjustments leading to the early exit
date for this coal plant and that it is confident that further cost and reliability analyses
would leave this resource selection unchanged. CUB recommended that the
Commission acknowledge this Action Item.

Staff's Position

In Final Comments, Staff indicated that though it did not oppose an early retirement of
Valmy, it was not comfortable recommending acknowledgment without the required
analysis the Company indicated should occur. The Preferred Portfolio selected 2025 as
an optimal retirement year, and this was the same year acknowledged in the 2017 IRP.
Staff supported amending the Action Item to reflect a 2025 retirement date until the
Company performed the appropriate studies on reliability impacts for a Valmy shut
down by the 2021 IRP filing.

Idaho Power’s Position

Idaho Power appreciated Staff's perspective that more analysis should be performed to
support a final decision on the appropriate exit date. The Company indicated that it
selected 2022 due to cost modeling results and that the 2022 exit for Valmy showed
cost savings as compared to the 2025 exit. Pending Commission approval, Idaho Power
stated it was amenable to change the Action Plan to reflect a 2025 exit date for Valmy.
However, it also stated that the Company is required to provide 15 months’ notice to the
ownership partner, NV Energy, prior to exiting Valmy and that this means Idaho Power
has until September 2021 to provide NV Energy with enough notice of a year-end 2022
exit date.
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Staff's Analysis and Recommendations

Staff continues to believe that investigating reliability impacts of early Valmy retirement
and other factors is worthwhile. Where Staff would support potential cost savings of an
early retirement, Staff believes it is reasonable to wait until the Company has conducted
the appropriate studies. Pending Commission approval, Staff recommends that the
Company retain the original exit date until Idaho Power has completed its analysis. Staff
also supports a Commission filing similar to the Valmy Unit 1 closure where a more
detailed cost analysis could be investigated by the Commission.

Staff Recommendations:

e Acknowledge Action Item 9: Conduct focused economic and system
reliability analysis on timing of exit from Valmy Unit 2.
e Not Acknowledge Action Item 13: Exit Valmy Unit 2 by December 31, 2022.

Additional Recommendation:

e Change the Action Item to include a Valmy Retirement in 2025 until the
Company has completed the appropriate analysis to show 2022 is an
optimal retirement date.

Jackpot Solar
Action Item 12 is to have Jackpot Solar 120 MW on-line December 2022.

Idaho Power’s Analysis

For the 2019 IRP, the Company is requesting acknowledgment for a 120 MW solar
power purchase agreement (PPA) called Jackpot Solar. On April 4, 2019, Idaho Power
notified the Oregon Commission about its intent to acquire this resource because it was
a “time limited opportunity.”#® Oregon utilities must comply with the competitive bidding
requirements for acquisition of certain generation resources or contracts unless they file
a waiver for good cause.*® Jackpot Solar meets the criteria under these requirements,

4 |.C 68, Idaho Power Company’s Notice of Exception under OAR 860-089-0100. Accessible at

46 OAR 860-089-100(1).
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so the Company filed a Notice of Exception under the competitive bidding guidelines.
Idaho Power indicated that it was approached by Jackpot Solar in September 2018 and
that “Jackpot Solar 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.”4” The Power Purchase
Agreement (PPA) is for the purchase of 120 MW of solar with an option to purchase an
additional 100 MW at the Contract Price. Idaho Power includes this resource as part of
its Preferred Portfolio and Action Plan.

Stakeholder Positions

CUB

CUB did not dispute that the Jackpot Solar PPA is a proper use of the

OAR 860-089-100(3)(b) exception to the Commission’s competitive bidding guidelines.
However, CUB also did not wish to make a determination regarding the prudence of the
Company’s action in executing the PPA. CUB’s concern with the PPA’s inclusion in the
IRP is based on procedural grounds; because the PPA is already signed, CUB believes
that including it in the IRP for Commission acknowledgement runs contrary to
established Commission precedent.*® CUB also stated that a project being substantially
complete was inappropriate for Commission acknowledgement.4°

STOP B2H

STOP B2H extensively quoted analysis from an Idaho PUC docket whereby Idaho PUC
Staff determined that the Jackpot Solar PPA was cheaper than Mid-C market purchases
at the Mid-C, and that it provided Idaho Power’s customers with less expensive, clean
renewable energy over a 20-year period.>°

Staff's Position

Similar to CUB, Staff indicated that Jackpot Solar appears to be a cost-effective PPA,
but it also expressed concern with the Commission acknowledging a project for which a
utility requested a waiver of competitive bidding rules. Staff recommended that the
Company either clarify or remove this Action Item from the Action Plan.

Idaho Power’s Position
In Opening Comments to the Amended IRP, Idaho Power clarified that AURORA was
able to select the Jackpot Solar PPA as a cost-effective resource rather than a resource

47 LC 68, Idaho Power Company’s Notice of Exception under OAR 860-089-0100. Accessible at

48 LC 74, CUB Opening Comments, pages 2 and 3.
49 LC 74, CUB Opening Comments, page 3.
50 LC 74, STOP B2H Final Comments, page 30.
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based on capacity or energy need. In the Amended IRP, AURORA selected the Jackpot
Solar PPA in the majority of the 24 WECC-optimized portfolios. However, because the
decision to acquire Jackpot Solar was time bound, it agreed that the Jackpot Solar
Action Item should be removed. Staff notes that it did not remove this Action Item in the
Second Amended IRP.

Staff’s Analysis and Recommendations

Staff maintains its position from Opening Comments that it is concerned with the
Commission acknowledging a project for which a utility requested a waiver of
competitive bidding rules and recommends not acknowledging this project. While it
appears to be a cost-effective opportunity, Staff agrees with CUB that a Commission
acknowledgment would be inappropriate based on Commission direction. The Company
may still pursue cost recovery on this project in a rate case.

Staff Recommendation:

e Not Acknowledge Action Item 12: Jackpot Solar 120 MW on-line December
2022.

Issues Outside of the Action Plan Raised by Stakeholders

Portfolio Analysis

Because the Second Amended IRP developed new portfolios, Staff considers the
portfolio analysis and corresponding stakeholder comments in the Amended IRP to be
largely obsolete. Thus, Staff will only discuss parties’ Final Comments in this section of
the Staff Report.

Stakeholder Positions

RNW

In general, RNW supported the changes to Idaho Power’s portfolio analysis, including
the accelerated Valmy retirement, procurement of new solar resources, “and the
development of new transmission as a least-cost and carbon-free supply-side
resource.” However, RNW also strongly encouraged Idaho Power to study wind and
solar resources paired with batteries, or battery energy storage systems (BESS) for the
2021 IRP. RNW indicated that these resources could supply energy during peak
demand in addition to providing grid services.
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STOP B2H

STOP B2H indirectly critiques the preferred portfolio by pointing to disagreements
behind some of the assumptions in the Second Amended IRP portfolio analysis. Most
apparent is STOP B2H’s contention with B2H costs and co-patrticipant risk: “The
numbers used to create the portfolios cannot be validated because we do not know the
value/amount of the partner’s contributions by Idaho Powers admissions.”>! Thus,
because STOP B2H does not believe the B2H cost assumptions are accurate, it
contended that the IRP should not be acknowledged. STOP B2H indicated that Idaho
Power should develop a new suite of portfolios with verifiable B2H costs or to conduct a
tipping point analysis to determine how many more costs could be absorbed by the
preferred portfolio.

STOP B2H also disagrees with the way the Company has modeled carbon risk: “In fact,
Idaho Power is projecting that in 2025, carbon emissions from their system will be
10.46% higher under their [P]referred Portfolio than they are today and will not even
start to decline below today’s level until 2029.” STOP B2H believes Idaho Power should
have done a stochastic analysis on the cost of carbon in the IRP.

STOP B2H also expressed concerns with the way Idaho Power modeled peaker O&M
startup costs in the Second Amended IRP because, according to STOP B2H, the
Company “made changes in peaker cost inputs to AURORA for the purpose of making
the peakers look much more expensive to own and operate that they really are,”®? and
that “ldaho Power deliberately adjusted the AURORA model to artificially increase the
portfolio NPV” so they could save money from repowering certain gas units.> STOP
B2H also disagreed with the general changes to cost assumptions in AURORA in the
Second Amended IRP.

Staff's Position

Staff analyzed the cost effectiveness of the preferred portfolio and concluded that the
Preferred Portfolio performed well in some futures but was outranked in other futures.
Staff attached an Appendix detailing the ranking differences and explained that it was
unclear why the Company selected PGPC B2H (1) as the Preferred Portfolio. There
was no single portfolio that outranked others in all futures, and in general, the portfolios
performed differently depending on the type of future. Staff also spoke to the repetitive
nomenclature of the futures and portfolios, as well as the lack of detail in delineating the
steps in the portfolio creation process.

51 LC 74, STOP B2H Final Comments, page 11.

52 LC 74, STOP B2H Final Comments, page 26.

53 LC 74, STOP B2H Final Comments, page 29. Danskin is a gas-fired power plant consists of simple
cycle combustion turbines.
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Regarding the Company’s portfolio analysis, Staff believed that qualitative measures of
risk should be consistently applied across portfolios. For example, in addition to cost,
portfolios could be evaluated or ranked according to qualitative risk. Staff recommended
reporting qualitative benefits and risks by portfolio in the 2021 IRP and in all IRPs going
forward.

Staff also reiterated concerns from Opening Comments that Idaho Power should ensure
that its modeling methodology optimize for Idaho Power’s customers. Staff
recommended that the Company devote resources to improve its optimization analysis,
that it address this issue in a 2021 IRP workshop, and that it should implement
techniques in its next IRP to optimize resource buildouts based on the Company’s
system only.

Finally, Staff was concerned that the Company relied primarily on carbon and gas costs
as a base for mitigating risk in the base WECC portfolio analysis. Staff did not object to
comparing an expected case portfolio cost to the range of costs across differing
scenarios, but Staff believed that factors other than gas and carbon costs should be
used in order to gain a better indication of risk.

Idaho Power’s Position

In Idaho Power’s Final Comments, the Company committed to incorporating some of
Staff’'s recommendations in the 2021 IRP by improving portfolio naming conventions,
incorporating qualitative risk measures in the 2021 IRP, optimizing portfolios for the
Company’s system, and following Staff’'s recommendation to expand modeling
scenarios in the 2021 IRP. The Company also responded to Staff's request for
additional clarification on manual adjustments to portfolio development and various
stages of the portfolio development process. However, the Company indicated that
Staff's analysis of the Preferred Portfolio does not apply because Staff had referred to
the incorrect table in the IRP. Idaho Power proceeded to provide additional detail on
portfolio development.>*

The Company disputed STOP B2H's claims about carbon risk, stating that it looked
extensively at carbon price futures throughout the portfolio development process. It
developed two of the three portfolio groupings under a high-carbon price scenario to
incorporate a range of possible policy futures. In this way, the Company believes it
properly accounted for carbon price risk. Idaho Power disputed STOP B2H’s comments
about carbon emissions, and instead of focusing on Langley Gulch, the Company
indicated that, because generation from its thermal resources has declined, its carbon

54 LC 74, Idaho Power Final Comments, page 38. Staff referenced Table 9.5, but the Company indicated
that Table 9.6 was the correct table in which to analyze portfolio costs.
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emissions have also decreased between 2013 and 2019.

Regarding B2H costs, the Company expects that a more detailed analysis of B2H cost
and risk will be part of the 2021 IRP because it will have finalized the details of the
ownership and cost responsibility arrangements for B2H prior to its next IRP filing.>®
Regarding gas O&M costs, Idaho Power explains that in its review process, it
discovered that in the Amended IRP, startup costs were not included, “which resulted in
more frequent dispatch of the peaker plants and for shorter durations than expected.”>®
For the Second Amended IRP, the Company’s new cost assumptions accounted for
more costly start-up processes in peaking dispatch, and as a result, disfavored gas
peakers.

In addition to the Company’s Final Comments, Idaho Power hosted another call with
Staff to answer additional questions about the portfolio development process and the
Company’s Final Comments. Staff appreciates the Company’s efforts.

Staff’s Analysis and Recommendations

Staff is pleased that the Company will be incorporating various Staff recommendations
in the 2021 IRP, particularly regarding modeling cost risk as a result of potential
ownership changes of B2H.

In general, Staff supports changes to the IRP that reflect actual Company operations, or
how it expects to operate. To the extent that Idaho Power is modeling its gas peaker
O&M and gas costs more appropriately, Staff is not opposed to those changes.
Regarding carbon emissions and modeling carbon risk, the current IRP guidelines do
not require stochastic analysis for measuring carbon cost risk.5” The Company’s HGHC
portfolios provide alternative scenarios in which the Company entirely eliminates
thermal resources, and despite the relatively high cost of these portfolios, in Staff's
view, this analysis is consistent with IRP Guideline 8.8

Idaho Power indicated in its Final Comments that Staff used the wrong table for
analysis, but analysis of the correct table brought similar conclusions. After the
Company filed its Final Comments, Staff ran the same analysis on Table 9.6 and found
very similar results—namely that the Preferred Portfolio weakly outranks the rest. While
the Preferred Portfolio PGPC B2H (1) is the top ranking portfolio in the Planning Gas,

55 LC 74, Idaho Power Final Comments, page 11.

56 LC 74, Idaho Power Final Comments, page 54.

57 Order No. 08-339.

%8 See updated Guideline 8 under Order No. 08-339.
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Planning Carbon future, it does not perform as well in other futures. The ranks of the
portfolios depend entirely on the type of future the Company is modeling.

Part of the Company’s justification for the selection of the Planning Gas, Planning
Carbon future is that it is the “most likely future scenario,”® and that “[n]ot all futures
have equal probability of occurrence and the Company considers the results of the
planning forecasts to be more significant.”®° This implies that the Company may have
applied weights in calculating the rankings, but Idaho Power does not explicitly state
this, and if it did apply weights to calculate rankings, it does not explain how it calculated
those weights, or how it knows which future is more probable than the next.

Idaho Power also explains that “no other portfolio outranked the selected Preferred
Portfolio when averaging the rank across all four futures.”®* While this is technically
correct, Staff found that PGHC (1) had an average ranking equivalent to the preferred
portfolio, assuming the Company applied equal weights across all futures.

While Idaho Power may have applied “common sense” industry judgment as to why
Planning Gas, Planning Carbon is the more likely future and therefore most reasonable
context for selecting the preferred portfolio PCPG B2H (1), it unfortunately does not
outline its reasoning or analysis behind this logic in its IRP. As a result, the analysis
shows that the Preferred Portfolio continues to be weakly defended.

Staff does caution that in other more cost-effective futures where B2H is not selected,
replacement resources include hundreds of MW of natural gas, and given the carbon
policy environment of states within the Western footprint, and the Company’s own

100 percent clean by 2045 goal, it is unclear how the addition of gas turbines would fare
in a policy environment hostile to fossil fuels. The High Gas, High Carbon (HGHC)
portfolios in which the Company manages to avoid gas resources generally rank very
low in terms of cost-effectiveness. The addition of the wind PTC in the 2021 IRP,
updated costs for B2H, improved assumptions for capacity to contribution, and an
updated VER integration study should provide a more informed picture of the lowest-
cost portfolios moving forward.

Further, Staff compared the 2019 Action Plan to the 2017 Action Plan, and very little
has changed in terms of resource acquisition within the Action Plan window. The major
changes are that the Company is adding 120 MW of solar through the acquisition of
Jackpot Solar, and the Company may retire Valmy three years earlier than in the 2017
IRP Action Plan. The other main resource acquisition is B2H, of which the Company
has not yet begun construction. In Final Comments, Staff indicated that the issue of

59 LC 74, Idaho Power Final Comments, page 42.
60 LC 74, Idaho Power Final Comments, page 42.
61 LC 74, Idaho Power Final Comments, page 42.
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ownership details and project cost risk is a material issue, and the Company must
finalize these details prior to the filing of the 2021 IRP. Staff has recommended
acknowledgment of B2H in the past, but the Company still has a responsibility to
provide material updates and address capital cost or increased cost risk as a result of
new participant arrangements.

Recommendations for the 2021 IRP:

e Report qualitative benefits and risks by portfolio in the 2021 IRP and in all
IRPs going forward in which a qualitative analysis plays a significant role.

e Devote resources to improve optimization techniques and address this
issue in a 2021 IRP workshop. In particular, the Company should
implement techniques in its next IRP to optimize resource buildouts based
on the Company’s system only.

e Implement a more robust measure of risk for evaluating portfolios. The
Company should incorporate risks or situations that are not used to create
the initial portfolios and should strive to incorporate qualitative risks into
the portfolio development process.

Energy Efficiency

Idaho Power’s Analysis

While Idaho Power tested alternative energy efficiency potential forecasting methods in
the 2019 IRP, the underlying initial potential study was the same as the 2017 IRP
methodology and served as a base case for comparison purposes. For the 2019 IRP,
Idaho Power’s third-party contractor provided a 20-year forecast of Idaho Power’s
energy efficiency potential from a total resource cost (TRC) perspective. The contractor
also provided additional forecasts based on different economic scenarios.®? The 20-year
energy efficiency potential included in the 2019 IRP declined from 273 aMW in the 2017
IRP to 234 aMW in the 2019 IRP. System on-peak potential from energy efficiency also
declined from 483 MW to 367 MW from the 2017 IRP to the 2019 IRP.®® Idaho Power
attributes most of this decline to the reduction of available residential lighting measures

62 Second Amended 2019 IRP, page 58.
63 Second Amended 2019 IRP, page 61.
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after the 2020 effective date of the 2007 Energy Independence and Security Act
manufacturing standard.®*

Stakeholder Positions

STOP B2H

STOP B2H recommended that the Company reevaluate and improve its energy
efficiency programs and increase energy efficiency in its preferred portfolio. STOP B2H
observed that Idaho Power has implemented a limited number of pilots and new
programs and suggested this indicates insufficient commitment on the Company’s part
in providing the appropriate level of energy efficiency services. STOP B2H also
asserted that the Company’s low energy efficiency targets are set too low and therefore
impact resource forecasting needs.

Staff's Position

In Idaho Power’s 2017 IRP, stakeholders and Staff were concerned that Idaho Power
was not pursuing all cost-effective energy efficiency. The Commission approved Staff's
recommendation that Idaho Power “report on future expanded energy efficiency
opportunities and improvements to its avoided cost methodology” in its 2019 IRP.°
Idaho Power did not include such a report in its original, Amended or Second Amended
IRP.

Further, Idaho Power has consistently acquired more energy efficiency savings than
targeted in the past several years. Staff believed that improving the IRP forecast of
target energy efficiency savings could better reflect the cost-effective achievable energy
efficiency that may be available.

Finally, the Idaho Public Utilities Commission (IPUC) has ordered Idaho Power to
screen measures using the Utility Cost Test (UCT) as the primary test. Previously, the
IPUC had required Idaho Power to use both the UCT and the Total Resources Cost
(TRC) test, as is done in Oregon. It was unclear to Staff how Idaho Power’s reliance on
the UCT to screen for energy efficiency in its Idaho service territory will impact energy
efficiency offered in Oregon.%® Accordingly, Staff recommended that Idaho Power
address the impact of the change in the screening test in Idaho on Oregon energy
efficiency in the 2021 IRP.

64 Second Amended 2019 IRP, page 61.
65 |C 74, Staff Opening Comments, page 10.
66 |C 74, Staff Opening Comments, page 12.
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Idaho Power’s Position

In response to Staff's recommendation to review energy efficiency measures
undertaken by other utilities, Idaho Power committed to a review of ETO’s piloted
measures from 2018-2020, and to share the results of the review with its Energy
Efficiency Advisory Group (“EEAG”) during a 2021 EEAG meeting in preparation for
Idaho Power’s 2021 IRP.%7 Idaho Power stated that it has expanded the IRP process to
include an energy efficiency subcommittee as part of the 2021 IRP that includes a
variety of stakeholders, including STOP B2H and OPUC Staff.®

In response to B2H's assertion that Idaho Power’s energy efficiency savings have
remained relatively static since 2015, Idaho Power states it has had an increase of 25
percent savings from 2015 to 2019, and in 2019 achieved its highest energy efficiency
savings since Idaho Power’s Energy Efficiency Rider was established in 2002.5%° Idaho
Power acknowledged that energy efficiency acquisition decreased after 2019, but
asserted that is due primarily to the Energy Independent Security Act, which was
expected to tighten lighting standards starting January 1, 2020.

In response to STOP B2H'’s claim that the Company’s energy efficiency targets are set
too low and therefore impact resource forecasting needs, the Company asserted that it
contracts with a third party to evaluate and identify energy efficiency measures that
could be used in Idaho Power’s territory and that its energy efficiency targets are
consistent with energy standards.’°

Idaho Power stated that it does not know how the change to using the UCT as the
primary screening criteria will impact energy efficiency potential. It committed to
comparing the two approaches through a third-party energy efficiency potential study to
see differences at the economically achievable level and to holding a workshop on prior
to finalizing the energy efficiency potential study.

Staff’s Analysis and Recommendation

As noted in Staff's Opening and Final Comments, it is not possible to tell from Idaho
Power’s 2019 IRP all the energy efficiency measures Idaho Power explored in addition
to those included in the Company’s IRP Action Plan. This lack of clarity contributes to
the Staff and stakeholder concerns that Idaho Power is not pursuing all cost-effective
energy efficiency in its Oregon territory. Accordingly, Staff recommends that Idaho
Power conduct a comprehensive review of the programs offered through the Energy
Trust of Oregon (ETO) in the last three years, and for each measure, report on whether

87 LC 74, Idaho Power Company’s Final Comments, page 57.
68 LC 74, Idaho Power Company’s Final Comments, page 56.
69 LC 74, Idaho Power Company’s Final Comments, page 57.
70 LC 74, Idaho Power Company’s Final Comments, pages 57-58.
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the Company considered it, what research the Company did, and what the Company
decided with respect to the measure.

In its Reply Comments Idaho Power committed to a review of the ETO measures from
2018-20 and to share the results with its EEAG. Staff appreciates Idaho Power’s
commitment and notes that it is important that the report provided to its EEAG provide
sufficient information to answer the questions identified in Staff's recommendation.

Staff also appreciates Idaho Power’'s commitment to investigate how its switch to using
only the UCT to screen for cost effective energy efficiency may impact the acquisition of
energy efficiency, and to holding a workshop on this topic.

Regarding Staff's and Stop B2H’s concerns that Idaho Power may be under forecasting
the potential for cost effective energy efficiency in its service territory, ldaho Power
stated that its approach to savings potential in the IRP is consistent with industry
standards and that the achievable economic potential is “based on rigorous assessment
of the available EE potential in Idaho Power’s service area.”’! Staff anticipates that the
information Idaho Power has committed to provide as it prepares its next IRP will help
Staff and stakeholders investigate and address any concerns about whether Idaho
Power is assessing energy efficiency potential adequately.

Recommendation for the 2021 IRP:

e Review all energy efficiency measures piloted by Energy Trust in 2018-2020
and report on whether the Company has considered them, what research
was conducted to look into these measures, whether there has been a
decision on the inclusion of these measures, and what the determination is
to date. The Company should share the status of its review at an Energy
Efficiency Advisory Group meeting in 2021 and as a report in the 2021 IRP.

Load Forecast

Idaho Power’s Analysis

Idaho Power produced separate forecasts for each major customer class. The
residential load forecast is the product of a use-per-customer and customer count
forecast. The use-per-customer forecast is based on ITRON'’s Statistically Adjusted End
Use Model (SAE). This model utilizes an adoption rate forecast for energy efficient

L LC 74, Idaho Power’s Final Comments, page 58.
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items like high efficiency washing machines and low energy light bulbs to inform the
model on expected usage patterns of customers in Idaho Power’s service territory.
These forecasts of customer end-use demand are then used to inform a standard
regression model to produce a use-per-customer amount. Industrial and Commercial
sectors are broken down into services and manufacturing, then further broken down into
12 subsets (e.g. dairy, food packaging, etc.). Historic usage, weather, and economic
and demographic data are used to inform all of the models. The Company also uses
separate forecasts for on-site generation and electric vehicles to adjust the use-per-
customer forecast. It is Staff’'s understanding that the Company retained the same load
forecast for the Second Amended IRP.

Stakeholder Positions

STOP B2H

In its Opening Comments, STOP B2H described a concern in which the Company’s
forecast did not necessarily match the pattern of historical values, in that load has
remained flat in recent years. STOP B2H argued that a simpler load forecasting model
would be better at predicting load. In its Final Comments, STOP B2H argued that Idaho
Power over forecasts sales and that the increase in Idaho’s residential population has
been proportional to a decrease in average residential use. It argued that this trend is
also demonstrable in both the industrial and commercial sectors. It proposes alternative
mathematical methods to forecasting load.

Sierra Club

In Opening Comments, Sierra Club stated that Idaho Power’s peak load growth
assumptions were aggressive, resulting in a shift towards capacity resources, and that
the post-2007/2008 recession growth was impacting the load forecasts. Further, Sierra
Club indicated that future IRP analysis should be more comprehensive and take
advantage of opportunities for controlling future peak load growth using clean resources
consistent with Idaho Power’s 2045 objective.

Staff's Position

In Opening Comments, Staff noted its concern with the Company’s reliance on ITRON
for load forecasting because ITRON’s proprietary methods result in black box forecasts
with limited access to the inputs that create the forecasts. As a second concern, Staff
described the potential of non-stationarity/unit root in some of the Company’s non-time-
series based models.

In Final Comments, Staff indicated that the Company still needs to do more work to
address potential non-stationarity. Staff maintained that a time series model should be
used for time series data in order to prevent problems that can arise from incorrectly
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assuming that data is not correlated across time. Staff recommended that in its Final
Comments, the Company identify the statistical method it will use to judge whether
ARIMA™? models can reduce forecast error, and that prior to its next IRP filing, the
Company hold a workshop to present a statistical method addressing this issue. Finally,
Staff requested that the Company present the impacts of the pandemic-related
recession on long-term load growth as part of the 2021 IRP. Staff also made a series of
load forecasting recommendations, most of which Staff repeats below.

Idaho Power’s Position

The Company resolved Staff’s first concern of not being able to access ITRON data by
supplying Staff with a confidential work paper of the ITRON model inputs. Staff was able
to use this work paper to review the Company’s work. The Company also responded to
Staff’s concern of using non-time-series based models and potential non-stationarity by
committing to using ARIMA error testing. The Company argued that more testing is
needed to confirm that a time series model would not introduce inaccuracy. ldaho
Power also replied to STOP B2H by arguing that its model appropriately considers the
numerous and complex factors impacting load. In response to Sierra Club, the
Company argued that its model results are reliable.

In Final Comments, the Company indicated it was committed to using ARIMA error
testing and exploring other statistical models. It indicated that improvements pertaining
to indicator variables within the Company’s residential models and out-of-sample testing
are expected to be included in future IRPs. Further, Idaho Power maintained that
econometric models are the best available means for long-term load growth forecasting,
and that weather-adjusted sales are increasing, contrary to STOP B2H's analysis.

Staff’'s Analysis and Recommendations

First, Staff notes that the Company already held Staff's requested load forecasting
workshop on February 23, 2021, as part of the 2021 IRP Cycle. Staff appreciates that
the Company accommodated Staff’'s recommendation.

In general, Staff stands by its Final Comments and looks forward to continued
improvement in the 2021 cycle. Regarding the Company’s Final Comments, Staff has
one concern. On page 69 of Final Comments, the Company writes, “Staff asks Idaho
Power to identify in Final Comments what statistical method the Company will use to
evaluate whether ARIMA models can reduce forecast error.” However, the Company did
not identify its planned statistical method. Staff believes the Company should consider
cross-validation, which is a technique that has been employed by Cascade Natural Gas
Company in its 2020 IRP.

72 Auto Regressive Integrated Moving Average.
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Recommendations for the 2021 IRP:

e Use a metric like the Akaike Information Criterion to confirm that indicator
variables are not causing model overfitting.

e Present a plan for cross-validation or similar to check whether ARIMA
models are likely to reduce load forecast error in the next IRP and check
robustness of Idaho Power’s load forecasting model.

e Address whether the upper and lower bounds on its customer load
stochastic risk analysis are wide enough.

e Present to Commissioners the impact of COVID-19 on load.

Demand Response

Idaho Power Analysis

Idaho Power’s original 2019 IRP Action Plan included acquisition of 5 MW demand
response (DR) in 2026. After discovering its IRP modeling only dispatched DR in
resource deficit situations, Idaho Power revised its modeling to treat DR as a resource
to offset load, which resulted in additional DR in the preferred portfolio. The Company
will not begin acquiring additional DR until 2031 and increases in DR in the Preferred
Portfolio DR will occur in increments of 5 MW per year from 2031 to 2038.72 The IRP is
not clear if these additions represent new programs or expansions of existing programs.

Stakeholder positions

CuUB

CUB expressed concern that Idaho Power had not sufficiently explored the host of
available DR resources that utilities are deploying across the county,” but it also
appreciated ldaho Power’s expanded use of DR from a “lender of last resort” to a
summer peak load resource, resulting in increase in DR acquisitions in the IRP.”> CUB
suggested that based on the successful use of DR to shave summer peak load, Idaho
Power should be motivated to model DR as a resource to meet winter peak loads and
explore winter DR programs, including direct load control of electric HYAC systems and
water heating.

732019 Second Amended IRP, pages 62-64.
74 LC 74, CUB Opening Comments, page 5.
5 LC 74, CUB Opening Comments, page 5.
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CUB was also concerned about the delay before the acquisition of DR, which is not until
after 2030, and was concerned about Idaho Power’s preparedness to acquire DR if it is
needed more in the near-term. CUB explained that among other things, designing a DR
program is a multistep process involving designing effective pilots, evaluating and
learning, and then expanding it to a full-size program. CUB recommended that Idaho
Power develop draft plans for potential DR programs and include these in its future
DSM report or as a part of its VER Integration Study.’®

STOP B2H

In its Final Comments, STOP B2H continued to be critical of Idaho Power’s analysis and
use of demand side resources in its IRP. Stop B2H noted the juxtaposition between the
Northwest Power and Conservation Council’'s (NWPCC) Seventh Power Plan finding
that DR is the cheapest way to meet capacity needs and Idaho Power’s practice of
using DR only after other resources are deployed.’” STOP B2H acknowledged that
Idaho Power has committed to use DR to shave peak loads but was concerned Idaho
Power was not adequately capturing DR during the planning period.’®

Staff's Position

Staff was concerned Idaho Power’'s modeled levelized cost of capacity (LCOC) of DR
was too high. The average LCOC of existing resources is $29 per kW-year and the
modeled LCOC of expanded DR resources is $60 per kW-year, a difference of more
than 100 percent. In April 2020, Staff asked the Company to rerun the model varying
the LCOC of expanded DR with values less than $60 per kW-year, e.g., a 10 percent
increase over the existing resource of $29 per kW-year ($32 per kW-year), a 25 percent
increase ($37 per kW-year), and a 50 percent increase ($44 per kW-year).

The Company did not re-run the model with lowered LCOC for DR. In Final Comments,
Staff continued to be concerned that a LCOC for DR that is 107 percent greater than the
average LCOC of existing resources was unrealistic. For Idaho Power’s 2021 IRP, Staff
recommended that Idaho Power model expanded DR with a LCOC based on real
programmatic approximations for acquiring the said amount of incremental additional
DR; LCOC estimates representative of incremental increases (e.g., 10 percent increase,
20 percent increase, 30 percent increase, 50 percent increase); or some other mutually
agreed upon approach to more rationally model this key variable.

Idaho Power’s Position
In response to Staff’s request to conduct more modeling using different assumptions for
the LCOC of DR, Idaho Power indicated it is difficult to simulate future costs of DR

76 LC 74, CUB Final Comments, page 6.
T LC 74, Stop B2H Final Comments, page 44.
78 LC 74, STOP B2H Final Comments, pages 44, 48.
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because it is a customer-based program. Idaho Power said it provided detailed
assumptions regarding its assumptions for the LCOC of DR in response to Staff's Data
Request 41 and in its Reply Comments. Idaho Power committed to providing a detailed
explanation of cost estimates used in the LCOC for DR in the 2021 IRP."®

Idaho Power took issue with criticisms regarding the decrease in DR capacity since
2012, noting that Idaho Power and stakeholders executed a settlement agreement in
2013 agreeing the Company would not add new DR programs in years when the
Company does not anticipate peak-hour capacity deficits.®° Idaho Power notes that its
Second Amended IRP does not identify a capacity deficit until 2026 and this deficit is
met through a resource with broader availability than DR.

Idaho Power appreciated CUB’s recommendation to explore use of DR for winter peak
loads as well as summer peak loads, but stated that meeting summer capacity deficits
generally means that winter capacity deficits do not exist. However, Idaho Power stated
that if a capacity deficit developed with respect to the Company’s winter peaks, the
Company is open to future modifications of its DR analysis and balancing assumptions.
Further, Idaho Power committed to analyzing the capability of DR to meet possible
capacity needs or the 2021 IRP and to reporting on that analysis in the 2021 IRP.8!

Staff’'s Analysis and Recommendation

Staff appreciates Idaho Power changing its modeling to dispatch DR to shave peak load
and supports continued modeling of DR to offset load rather than as a resource of last
resort. However, Staff continues to be concerned regarding the LCOC of DR modeled
by the Company. The Company states that it is difficult to comply with Staff's request to
simulate the LCOC of DR programs, noting the programs are not scheduled to deploy
for another ten years. Staff is concerned the Company is creating an analytical loop in
which DR is excluded as a high-cost resource. As CUB and Staff both point out, the
Company should be modeling costs of DR acquisitions in the near future as well as ten
years from now to ensure the most cost-effective portfolio is acquired. Idaho Power
assumes DR will not be cost effective until after 2030 and bases this assumption on the
cost of DR acquired more than ten years in the future. Itis not clear, therefore, whether
DR would be cost effective prior to 2030 if realistic assumptions about the LCOC of
near-term acquisitions of DR are used. Idaho Power should rigorously test its
assumptions about the cost effectiveness of DR in the next ten years.

7 LC 74, Idaho Power Company’s Final Comments, page 60.
80 |daho Power Company’s Final Comments, p. 60.
81 |daho Power Company’s Final Comments, p. 64.
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Staff appreciates Idaho Power’'s commitment to provide detailed analysis regarding its
cost assumptions in the 2021 IRP. However, Staff will continue to probe Idaho Power’s
use of an unreasonably high LCOC for DR and will look to ensure reasonable
assumptions are used.

Recommendation for the 2021 IRP:

* The 2021 IRP should model expanded DR with a LCOC based on real
programmatic approximations for acquiring the said amount of incremental
additional DR; LCOC estimates representative of incremental increases
(e.g., 10 percent increase, 20 percent increase, 30 percent increase, 50
percent increase); or some other mutually agreed upon approach to more
rationally model this key variable.

DR and Battery Storage

Idaho Power Analysis
Idaho Power did not include a comparison of DR and battery storage in its 2019 Second
Amended IRP.

Staff Position

In its Opening Comments, Staff asked the Company to address the extent to which DR
can provide services similar to those of battery storage. Staff also asked the Company
to explain the different LCOCs of DR programs and standalone battery-storage
resources and notes the 2019 Amended IRP selects a battery resource earlier than DR.
Staff also suggested pairing DR with solar.

Idaho Power Response

Idaho Power did not directly respond to Staff’s inquiry regarding a comparison of battery
storage and DR. However, Idaho Power stated that “Demand Response at Idaho Power
is intended to be used for short-term deficits in order to minimize or delay the need to
build new supply side resources.”® In response to Staff's inquiry about pairing DR with
solar resources, Idaho Power stated that a combined solar and DR program would likely
result in a higher LCOC than any of the solar/battery combinations analyzed in the
IRP.83

82 LC 74, Idaho Power Company’s Reply Comments, page 55.
83 LC 74, Idaho Power Company’s Reply Comments, page 60.
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Staff’'s Analysis

Staff appreciates Idaho Power’s responses to its inquiries regarding pairing of DR and
solar. Staff notes that the selection of DR as a resource in the 2019 Second Amended
IRP occurred at the same time as a battery resource, whereas in earlier versions of the
IRP DR was selected after battery storage. Staff has no specific recommendations on
this issue for the next IRP but will continue to engage with Idaho Power on this topic as
Idaho Power prepares its 2021 IRP.

Time of Use Rate Offerings

Idaho Power’s Analysis
Idaho Power does not include Time of Use rate offerings in its Preferred Portfolio.

Stakeholder Positions

CUB

CUB noted that Advanced Metering Infrastructure (AMI) deployment in Oregon is
nearing completion and is scheduled to be complete by the end of 2020. With this
resource in place, CUB recommended that Idaho Power initiate pilots such as critical
peak pricing, peak time rebates, or time-of-use rates.

Staff's Position

Staff acknowledged that the Company currently offers an Oregon Residential Time-of-
Day Pilot Plan and that Idaho Power will report on the pilot in its 2021 Smart Grid
Report. However, Staff was unsure whether TOU rates will be explored as a cost-
effective resource in the 2021 IRP. Idaho Power’s modeling is based on $60 per KW-
year LCOC for expanded DR, which is unrealistic for behavior-based programs that do
not include hardware costs.

Idaho Power’s Position

To date, there are three customers participating in the Time-of-Day (TOD) Pilot Plan,
and there have not been any material costs associated with implementation or
management of the offering. Due to the relatively low level of participation, the
Company has not studied the impact of peak capacity reduction by season or time
period, as the reported results would not be statistically valid. While the Commission
suspended the Company’s requirement to file a 2021 Smart Grid Report, Idaho Power
believed it was reasonable to leverage the work that will be done in the Distribution
System Planning docket (UM 2005) as an avenue to report on its TOD pilot. The
Company also believed it was reasonable to evaluate the structure of TOD rates in a
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future general rate case, or other proceeding where customer rates will be evaluated, to
determine if other structures may be feasible.3

Staff’'s Analysis and Recommendation

Staff’s concerns regarding Idaho Power’'s modeling of Time-of-Use rate offerings are the
same as for other DR in Idaho Power’s 2019 Second Amended IRP — Idaho Power
generally has used unrealistic LCOC assumptions for all DR. However, Staff
appreciates Idaho Power’s commitment to continue its review of use of TOD rates in the
DSP Planning docket and in future rate cases.

Recommendations for the 2021 IRP:

* Provide an update on the Oregon Residential Time-of-Day Pilot Plan,
including number of participants, total cost of the pilot since its 2019
launch, and peak capacity reduction by season, as well as propose an
alternative venue for reporting pilot results, given that the Smart Grid
Report will be suspended with the Commission approval of DSP guidelines.

* Work with Staff and stakeholders to develop a new modeling approach
suitable for behavior-based DR programs that reflects such programs’
typical lower costs and less certain results.

Qualifying Facilities (QFs)

Idaho Power’s Analysis

Idaho Power indicated it cannot predict the level of future PURPA development;
therefore, only signed contracts are accounted for in Idaho Power’s resource planning
process. Generation from PURPA contracts is forecasted early in the IRP planning
process to update the accounting of supply-side resources available to meet load. The
PURPA forecast used in the 2019 IRP was completed in October 2018. Detail on signed
PURPA contracts, including capacity and contractual delivery dates, is included in
Appendix C—Technical Appendix.®

84 LC 74, Idaho Power Company’s Final Comments, page 65.
85 |daho Power Second Amended IRP, page 43.
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Stakeholder Comments

REC

REC expressed concerns about the assumptions Idaho Power makes for QFs whose
contracts are scheduled to terminate during the planning period. REC asked the
Commission to direct Idaho Power to make appropriate planning assumptions about QF
renewals and compensate QFs for this value.8 REC argued that the IRP should
assume that all QFs with expiring contracts will renew their contracts and that all
renewing QFs should receive a capacity payment throughout the term of their Energy
Service Agreements (ESASs).8’

Staff's Position

In response to REC’s concerns, Staff recommended that the Company describe what
specific wind repowering developments would cause the Company to change its wind
QF renewable assumptions. Staff noted there is risk inherent in assuming that none of
the wind contracts will renew. For the 2021 IRP, Staff requested that the Company
incorporate sensitivities related to QF wind renewals.®8

Idaho Power’s Position

Idaho Power disputed REC’s contention that Idaho Power has improperly forecasted
power purchase from QFs under PURPA, it stated that it has used the same
methodology as in past IRPs and that it assumed all existing QF contracts, except for
wind projects, will continue to deliver energy throughout the planning period.8® The
Company explained that it does not expect the wind projects to renew because the cost
of repowering wind QFs can be very significant.?® Given the wind Idaho Power currently
has on its system, Idaho Power believes it would be unwise to simply assume, without a
sound basis, that all of the wind capacity will be available in perpetuity.®* Idaho Power
stated it will continue with this assumption until information to the contrary comes
available. Nonetheless, in response to Staff's suggestion, Idaho Power stated it will
perform sensitivity analysis in its next IRP pertaining to wind replacement assumptions
to evaluate the impacts on resource planning.®?

With respect to REC’s arguments regarding capacity payments to renewing QFs, Idaho
Power points out that the Commission has not yet taken up the issue that REC

86 |C 74, Renewable Energy Coalition’s Opening Comments, page 10.
87 See LC 74, Idaho Power Company’s Reply Comments, page 66.

88 | C 74, Staff Final Comments, pages 6-8.

89 LC 74, Idaho Power Reply Comments, page 66.

90 LC 74, Idaho Power Reply Comments, page 67.

91 LC 74, Idaho Power Reply Comments, page 67.

92 LC 74, Idaho Power Final Comments, page 67.
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discusses in its comments and that the issue is properly addressed in an investigation
regarding the avoided cost methodology, not review of an IRP.

Staff’s Analysis and Recommendation

In absence of any particular methodology prescribed by the Commission, Staff does not
find Idaho Power’s forecast of QF purchases based on data known to Idaho Power and
its assumptions regarding renewal of contracts to be unreasonable. Idaho Power’s
assumption that no wind QFs would renew their contracts based on the costs involved
in repowering a wind resource is pragmatic given the amount of wind currently on Idaho
Power’s system. However, Idaho Power’s assumption regarding wind QFs is not
necessarily consistent with Idaho Power’s own assumption that it will repower its wind
resources.

In response to REC’s and Staff's concerns, Idaho Power has committed to updating its
assumptions regarding renewal of QF wind resources if and when new information
becomes available. Staff believes that continually updating assumptions based on new
data is an implicit requirement of the IRP process. Idaho Power has also committed to
performing sensitivity analysis in its next IRP pertaining to wind replacement
assumptions to evaluate the impacts on resource planning. Staff is satisfied with this
commitment.

REC'’s request that the Commission order Idaho Power to compensate renewing QFs
for capacity immediately upon renewal is out of place in this docket. This issue will be
addressed in the Commission’s general investigation into the avoided cost methodology
in Docket No. UM 2000.

Recommendation for the 2021 IRP:

. Perform sensitivity analysis in its 2021 IRP pertaining to wind replacement
assumptions to evaluate the impact on resource planning.

Resource Inputs

Idaho Power’s Analysis
For the 2019 IRP, Idaho Power updated the capacity value of solar using the 8,760-
based method developed by National Renewable Energy Laboratory (NREL), which
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limited the approximation of solar capacity value to the highest 100 hours in the
Company’s load duration curve.

For gas prices, Idaho Power used a third-party vendor to estimate gas price forecasts.
Based on an examination of the forecasting methodology and comparative review of
various sources (i.e., Moody’s and NYMEX), Idaho Power concluded that its third-party
vendor’s natural gas forecast was appropriate for the planning case forecast in the 2019
IRP.

Regarding resource input costs, on page 24 of Appendix C in the Amended IRP, the
Company presented an LCOE for Wyoming wind of $94 MWh.

Stakeholder Positions

RNW

RNW recommended that Idaho Power explore options that might displace the gas
peaker selected by the model in 2030. It also strongly encouraged Idaho Power to study
wind and solar resources paired with batteries, or battery energy storage systems
(BESS) for the 2021 IRP.

Staff's Position

In Opening and Final Comments, Staff expected that the Company would use the
capacity value methodology stipulated in Docket No. UM 1719. In Order No. 16-362, the
Commission established two standards for estimating the capacity contribution of
variable energy resources in IRP planning: Effective Load Carrying Capability (ELCC) or
a Capacity Factor (CF) approximation. Staff asked the Company to explain how the
methodology used to derive wind capacity values complies with the stipulation approved
by Commission Order No. 16-326 because it was concerned that Idaho Power was not
in compliance with the order.

In Opening and Final Comments, Staff had concerns with the LCOE for Wyoming wind
of $94 MWh. Staff believed that this was a significantly higher than most resource
economics literature. Staff also questioned why the Company did not include wind
Production Tax Credits (PTCs) as an input in AURORA.

Staff also looked into the AURORA modeling assumptions for battery storage and was
concerned that the Company placed limits on the amount of storage allowed in its
portfolios.®3 Based on the data provided to Staff, the amount of standalone storage
available for selection in this IRP appeared to be limited to 80 MW per year, and the

93 Aurora database provided to Staff for review.
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amount of storage that can be paired with solar was limited to 80 MW over the entire
planning timeframe.

Staff, along with other parties, also questioned the inclusion of a 300 MW gas generator
in 2030 given Idaho Power’s goal to be “Clean by 2045.” This presented a possibility of
a gas resource having a useful life of only 15 years, while the assumed useful life in the
IRP’s generic natural gas levelized cost of energy (LCOE) was 30 years. Staff sought
clarification in an information request, to which Idaho Power replied, “The Company is
looking for ways to meet or offset its future resource needs in accordance with its 2045
goals but acknowledges advances in technology may be required.”®*

Idaho Power’s Position

Initially, in Idaho Power’s Opening Comments, the Company indicated that it chose not
to use the ELCC method because 1) it needed at least 3-5 years of additional data for
certain components of the methodology, and 2) The ELCC method did not adjust for
solar energy’s changing capacity value as the total amount of solar on the Company’s
system increases. Idaho Power ultimately determined that NREL’s approach to
modeling solar energy’s capacity value best fit the Company’s system. However, in
Final Comments, the Company recognized Staff's concern that “regardless of the
superiority of the NREL's modified ELCC approach and the transparency with which the
Company adopted this new method, the solar capacity valuation method applied in this
case does not squarely align with the two methods identified by Commission Order
No. 16-326."%> Because it did not select one of the two methods, Idaho Power
subsequently requested an exception from application of the order.

Regarding the selection of a natural gas resource in 2030, Idaho Power indicated that
this resource is intended to be a placeholder or “surrogate” resource that would behave
like natural gas in terms of flexibility and dispatchability. Idaho Power reiterated its focus
on a 100 percent clean energy by 2045 goal, and expects that future technology
development and cost changes “will ultimately determine what the flexible resource will
be,” and “anticipates technology advancements and associated cost declines will
facilitate the replacement of natural gas with clean, flexible resources.”%

In Final Comments, the Company addressed the PTC’s absence from the 2019 IRP and
indicated that a larger factor in fewer wind resources in the IRP was the resource’s
limited contribution to meeting the Company’s summer peak.®’ For the 2021 IRP, the
Company said it would model the PTC for wind to the extent it is technically achievable.

94 See LC 74, Staff's Opening Comments, Attachment A, Idaho Power Response to Staff IRs 1-2.
9 LC 74, Idaho Power's Final Comments, page 47.
9 LC 74, Idaho Power’s Final Comments, page 51.
97 LC 74, Idaho Power’s Final Comments, page 53.
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Despite this agreement to model wind PTCs in the next IRP, Idaho Power said that
Staff's Final Comments are inconsistent with Staff’s position in the PGE IRP, and that
“when PGE timed the development of a new wind project to take advantage of PTCs,
Staff advocated to limit associated power cost recovery precisely because the project
was timed to maximize PTC benefits.”%®

Regarding energy storage limitations, Idaho Power stated that for standalone storage, it
did not limit the capacity to 80 MW. The Company provided a table showing storage
solutions and total potential for each option modeled in the 2019 IRP.% However, it
admitted that for solar plus storage, it did indeed limit the threshold to 80 MW and
believed that it was reasonable because of “the typical size of battery storage projects,
as well as the lack of any current battery storage on Idaho Power’s system.”1% The
Company agreed to evaluate higher limits for solar-plus-storage in the 2021 IRP cycle.

Staff’s Analysis and Recommendations

For the Company’s approach to the capacity contribution of solar, Staff does not
disagree that 3-5 years of data is a reasonable requirement. Idaho Power explained that
the rapidity of the solar penetration spike on its system meant that there was inadequate
longitudinal data to perform the ELCC calculation. However, Staff believes it is possible
to approximate the ELCC of solar from irradiance data for 3 to 5 years. While not based
on actual data collected on the Company’s system, an approximation would have been
more consistent with the stipulation in UM 1719. The Company states it will have
enough data to perform the correct calculation for the 2021 IRP. As a result, Staff is not
opposed to an exemption for the 2019 cycle.

Regarding the high cost assumptions of Wyoming wind, Staff could not identify where
the Company addressed Staff's questions around the high costs it assumed in the IRP.
Staff is aware that the Company is in the process of completing the 2020 VER
Integration study, which will incorporate more updated wind integration costs. As of
writing this Staff Report, Staff is unaware of whether this report has yet been filed with
the Commission. Staff asks that the Company notify the LC 74 service list once it files
the 2020 VER Integration Study.

Staff also appreciates that the Company will include the wind PTC in the 2021 IRP.
However, Staff disagrees that it was being inconsistent in its Final Comments regarding
the addition of this resource. Staff’s intent to encourage use of the PTC was not about
Idaho Power pursuing wind to be long on the market or to pursue an economic
opportunity. Staff simply believes that all available and appropriate data should be

98 LC 74, Idaho Power's Final Comments, page 53.
99 LC 74, Idaho Power’s Final Comments, page 49.
100 |_C 74, Idaho Power’s Final Comments, page 50.
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updated and used in the IRP, and the PTC fits within this universe of options. Idaho
Power has argued in its IRP that it will have a resource need in 2026. Staff is not
opposed to prudently incurred resource acquisition, and modeling wind correctly would
be part of a prudently considered portfolio.

Regarding storage, Staff appreciates that the Company will raise the threshold for
hybrid resources in the 2021 IRP.

Finally, while Staff can understand the use of a “surrogate” as a proxy for a flexible
resource, Staff encourages the Company to carefully consider the fitness of this choice.
A gas peaker is not an emerging technology, it relies on a well-established source of
fuel and pipeline network, it is a more well-established technology, and the costs are
better understood despite fluctuations in market prices for gas. Despite the fact that
alternative technologies may decline in costs as time goes on, the risk of misapplying
assumptions for one resource to another must also be considered. The selection of the
gas resources is far outside the scope of the Action Plan window, so there is still time to
investigate the optimal choice for a technology that will align with Idaho Power’s Clean
by 2045 goal.

Recommendations for the 2021 IRP;

e Allow an exemption to Order No. 16-362.

e Perform the Company’s approved capacity factor approximation method
using all the new data that has become available.

e Eliminate or raise the 80 MW cap on battery storage. This includes
standalone battery storage as well as storage paired with solar.

e Model the PTC for wind to the extent it is technically achievable by the
Company.

e Revise its Wyoming cost inputs to include more reasonable cost
assumptions.

Climate Change Risk Report

In the 2017 IRP, Staff asked the Company to commission a report for the next IRP to
assess the risks and uncertainties associated with climate change to Idaho Power and
its customers. The Commission Order acknowledging the IRP adopted Staff's
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recommendation.! In the 2019 IRP, while the Company did briefly address this issue
by stating that it performed a climate change analysis using data from various sources
to analyze water availability in the Pacific Northwest under various climate change
scenarios, Staff could not identify a unifying report specifically meeting the
Commission’s Order. Staff asked the Company to explain how it complied with the
Commission’s directive to develop this report, and Idaho Power pointed to analysis it
had done to examine the effects of climate change on its hydropower system and that
the Company was in the process of developing a “more comprehensive internal
plan.”1%2 This appeared to include a Sustainability Report in addition to Idaho Power’s
Climate Change Adaptation Plan. It is unclear whether any of these reports were meant
to comply with Commission Order No. 18-176. Staff recommends that the Company
provide a standalone report to serve as the Climate Change Risk Report that
accompanies its next IRP.

Since 2018, when Order N0.18-176 was issued, Staff notes that there has been a great
deal of work to refine and improve how companies assess climate risk. Staff suggests
looking to approaches in other forums on how to assess and disclose climate-related
risk. 192 The Company should consider including a description of the Company’s
process for identifying, assessing, and managing climate-related risks and how it
integrates these risks into its overall risk management. Further, regarding climate risk
evaluation and assessment in planning, financial reporting, and other business
practices, Staff suggests that the Company consider the following elements in its report:
104

1. Describe the metrics and/or methods that the utility uses to evaluate climate-
related financial and operational risks covering investments in and returns from
generation;

2. Describe the methods used in considering financial and operational risk
mitigation from non-generation activities that make the system more flexible and
efficient, (such as investments in smart networks and customer solutions); and

3. Indicate which metrics and/or methods are used to track climate-related transition
risks, physical risks, and catastrophic or “tail” risks.

Staff is very interested in further discussions on climate risk planning best practices and
plans to engage with stakeholders to have robust conversations on this topic as part of
its IRP related response to EO 20-04.

101 Order No. 18-176 at 17.

102 | C 74, Idaho Power Reply Comments, page 76.

103 See the TCFD Electric Utilities Preparer Forum paper, Disclosure in a time of transition: Climate
related financial disclosure and the opportunity for the electric utilities sector. Accessible at
https://docs.wbcsd.org/2019/07/WBCSD_TCFD_Electric_Utilities_Preparer_Forum.pdf.

104 |bid.



Docket No. LC 74
March 5, 2021
Page 51

Further, in response to EO 20-04, Staff plans to launch a series of workshops in 2021 to
explore additional, and in some cases more granular portfolio emissions data in the next
IRP. Staff looks forward to working with the Company to identify the best ways to
uncover and understand pathways to meet GHG emission reduction targets with this
additional information. Staff hopes to see at least some of the following items included
in the next IRP:

e A model and description of the necessary changes to the IRP Preferred Portfolio
operations and resource mix to meet various emissions targets (both the
Company’s and where different, those in EO 20-04) and to reliably serve load.

e If hourly dispatch and emissions data are available, production of a 12 x 24
matrix of gross (not net) GHG emissions. If not available, a description of the
challenges to producing a 12 x 24 matrix of gross (not net) GHG emissions using
select portfolios from the IRP in select years.

e Estimates of the Company’s carbon intensity per customer in select years.

e Load duration curves for select years that detail the estimated 8,760 hourly
operation costs and emissions.

e Emissions associated with annual “sales for resale” from fossil fuel sources.

Recommendation for the 2021 IRP:

e The Company should produce the Climate Change Risk Report referenced
in the 2017 IRP acknowledgment order and include it in the next IRP.

Waiver

In its Final Comments, Idaho Power requested a waiver from IRP 5 Guideline 3(f),
which requires an annual update to the IRP. The reasoning behind the request is that
the Company believes it will have filed the 2021 IRP before the annual update deadline,
which will be one year after the Second Amended 2019 IRP acknowledgment.

Given the timing of when the Company anticipates filing its IRP, Staff is not opposed to
recommending a waiver as long as the Company actually files its IRP within one year of
the acknowledgment. If the Company believes there will be any delay to the filing, the
Company should file an Update to the IRP.
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Staff Recommendation:

e Waive the IRP Update unless the Company is unable to file its IRP before
the annual update deadline.

Conclusion

Staff appreciates the hard work of ldaho Power and each of the stakeholders
participating in this case. Staff has presented a series of recommendations above.
Below is a summary of Staff's recommendations in this proceeding.

1. Plan and coordinate with PacifiCorp and regulators for early exits from Jim
Bridger units. Target dates for early exits are one unit during 2022 and a second
unit during 2026. Timing of exit from second unit coincides with the need for a
resource addition. (2020-2022)

Recommendation: Acknowledge

Additional Recommendation: Provide a reliability impact analysis for Jim
Bridger retirement.

2. Incorporate solar hosting capacity into the customer-owned generation forecasts
for the 2021 IRP. (2020-2022)
Recommendation: Acknowledge

3. Conduct ongoing B2H permitting activities. Negotiate and execute B2H partner
construction agreement(s). (2020-2026)
Recommendation: Acknowledge

4. Conduct preliminary construction activities, acquire long-lead materials, and
construct the B2H project. (2020-2026)
Recommendation: Acknowledge

Additional Recommendations:
e Continue to include the 20 percent cost contingency for B2H in the 2021
IRP.
e Update B2H costs prior to creating new portfolios in the 2021 IRP.
e Model cost risk as it relates to a change in ownership arrangement in the
2021 cycle. This could be in the form of a series of sensitivities, where the
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Company continues to own 21 percent of the line and retail customers are
held harmless, and introduce additional costs to customers based on a
range of capital risks.

e Dedicate time in a 2021 IRPAC meeting addressing the issue of B2H cost
risk as a result of new ownership structures. In the meeting, the Company
should address the questions raised below:

o0 What are the specifics of the ownership arrangements the
Company is considering?

0 What is the risk that costs would increase under new
arrangements?

o0 What sort of capital risk would Idaho Power be taking on by
assuming additional ownership?

o How would these risks impact the Preferred Portfolio in an IRP?

o0 How is the Company going to model this risk in the 2021 IRP
cycle?

o What would be the specific accounting authorizations needed for
such an arrangement?

0 What actions will Idaho Power take to minimize supply chain risk?

o0 What would be the specific types of contracts needed for such an
arrangement?

0 Would a change in partnership or service arrangement affect the in-
service date of B2H?

o Is there still a possibility that another third party could assume
ownership?

5. Monitor VER variability and system reliability needs, and study projected effects
of additions of 120 MW of PV solar (Jackpot Solar) and early exit of Bridger units.
(2020)

Recommendation: Not Acknowledge due to timing

Additional Recommendation: File the results of each of the VER studies with
the Commission once they are complete and notify the LC 74 service list.

6. Exit Boardman December 31, 2020. (2020)
Recommendation: Not Acknowledge due to timing

7. Bridger Unit 1 and Unit 2 Regional Haze Reassessment finalized. (2020)
Recommendation: Not Acknowledge due to timing

Additional Recommendation: Update the Commission as soon as it knows the
outcome of PacifiCorp’s negotiation with the Wyoming DEQ regarding continued
use of Jim Bridger Units 1 and 2 without SCR investments.
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8. Conduct a VER Integration Study. (2020)
Recommendation: Not Acknowledge due to timing

9. Conduct focused economic and system reliability analysis on timing of exit from
Valmy Unit 2. (2020-2021)
Recommendation: Acknowledge

10. Continue to evaluate and coordinate with PacifiCorp for timing of exit/closure of
remaining Jim Bridger units. (2021-2022)
Recommendation: Acknowledge

11. Subject to coordination with PacifiCorp, exit Jim Bridger unit (as yet
undesignated) by December 31, 2022. (2022)
Recommendation: Acknowledge

12.Jackpot Solar 120 MW on-line December 2022. (2022)
Recommendation: Not Acknowledge

13. Exit Valmy Unit 2 by December 31, 2022.
Recommendation: Not Acknowledge

Additional Recommendation: Change the Action Item to include a Valmy
Retirement in 2025 until the Company has completed the appropriate analysis to
show 2022 is an optimal retirement date.

14. Subject to coordination with PacifiCorp, exit Jim Bridger unit (as yet
undesignated) by December 31, 2026. Timing of the exit from the second Jim
Bridger unit is tied to the need for a resource addition (B2H). (2026)
Recommendation: Acknowledge

Following is a list of additional Staff Recommendations based on analysis in this Staff
Report.

Additional Staff Recommendations

e Report qualitative benefits and risks by portfolio in the 2021 IRP and in all IRPs
going forward in which a qualitative analysis plays a significant role.

e Devote resources to improve optimization techniques and address this issue in a
2021 IRP workshop. In particular, the Company should implement techniques in
its next IRP to optimize resource buildouts based on the Company’s system only.
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e Implement a more robust measure of risk for evaluating portfolios. The Company
should incorporate risks or situations that are not used to create the initial
portfolios and should strive to incorporate qualitative risks into the portfolio
development process.

e Review all energy efficiency measures piloted by Energy Trust in 2018-2020 and
report on whether the Company has considered them, what research was
conducted to look into these measures, whether there has been a decision on
the inclusion of these measures, and what the determination is to date. The
Company should share the status of its review at an Energy Efficiency Advisory
Group meeting in 2021 and as a report in the 2021 IRP.

e Use a metric like the Akaike Information Criterion to confirm that indicator
variables are not causing model overfitting.

e Present a plan for cross-validation or similar to check whether ARIMA models are
likely to reduce load forecast error in the next IRP and check robustness of Idaho
Power’s load forecasting model.

e Address whether the upper and lower bounds on its customer load stochastic risk
analysis are wide enough.

e Present to Commissioners the impact of COVID-19 on load.

e The 2021 IRP should model expanded DR with a LCOC based on real
programmatic approximations for acquiring the said amount of incremental
additional DR; LCOC estimates representative of incremental increases (e.g., 10
percent increase, 20 percent increase, 30 percent increase, 50 percent
increase); or some other mutually agreed upon approach to more rationally
model this key variable.

e Provide an update on the Oregon Residential Time-of-Day Pilot Plan including
number of participants, total cost of the pilot since its 2019 launch, and peak
capacity reduction by season, as well as propose an alternative venue for
reporting pilot results, given that the Smart Grid Report will be suspended with
the Commission approval of DSP guidelines.

e Work with Staff and stakeholders to develop a new modeling approach suitable
for behavior-based DR programs that reflects such programs’ typical lower costs
and less certain results.

e Perform sensitivity analysis in its 2021 IRP pertaining to wind replacement
assumptions to evaluate the impact on resource planning.

e Allow an exemption to Order No. 16-362.
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e Perform the Company’s approved capacity factor approximation method using all
the new data that has become available.

e Eliminate or raise the 80 MW cap on battery storage. This includes standalone
battery storage as well as storage paired with solar.

e Model the PTC for wind to the extent it is technically achievable by the Company.

e Revise its Wyoming cost inputs to include more reasonable cost assumptions.

e The Company should produce the Climate Change Risk Report referenced in the
2017 IRP acknowledgment order and include it in the next IRP.

e Waive the IRP Update unless the Company is unable to file its IRP before the
annual update deadline.

PROPOSED COMMISSION MOTION:
Acknowledge Idaho Power’s 2019 IRP in part and decline to acknowledge in part Idaho

Power’s 2019 Integrated Resource Action Plan. Staff recommends certain action and
additional requirements on pages 52-56 of this Staff Report.

LC 74 — Idaho Power 2019 Integrated Resource Plan.



