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Q. PLEASE STATE YOUR NAME, OCCUPATION, AND BUSINESS 1 

ADDRESS. 2 

A. My name is Ed Durrenberger; I am a Senior Utility Analyst for the Electric & 3 

Natural Gas Division of the Public Utility Commission of Oregon (OPUC).  My 4 

business address is 550 Capitol Street NE Suite 215, Salem, Oregon 97301-5 

2551.  6 

Q. PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND AND 7 

EXPERIENCE. 8 

A. My Witness Qualification Statement is found in Exhibit Staff/101. 9 

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY? 10 

A. This testimony addresses issues with the Idaho Power Company’s (Idaho 11 

Power or company) October update portion of their 2010 Annual Power Cost 12 

Update (APCU).    13 

Q. DID YOU PREPARE AN EXHIBIT FOR THIS DOCKET? 14 

A. Yes, I include two pages of exhibits as Exhibit Staff/102. 15 

Q. HOW IS YOUR TESTIMONY ORGANIZED? 16 

A. I intend to discuss the following issues: 17 

Issue 1, Load growth adjustment 18 
Issue 2, Hoku power contract adjustment 19 
Issue 3, Unexecuted PURPA power purchase agreements adjustment 20 
Issue 4, Normal Hydro output adjustment for aalmon flow 21 

augmentation and declining reach gains  22 
Issue 5,  Water water rental agreement benefit adjustment. 23 

 24 
 25 
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ISSUE 1: LOAD GROWTH 1 

Q. PLEASE EXPLAIN THE LOAD GROWTH ISSUE. 2 

A. Idaho Power estimates what the load growth will be for the 2010 power cost 3 

year1 as part of its UE 214 October update filing.  The load that was 4 

modeled in this filing is 1,817 average megawatts (aMW).  Although this 5 

value is 3.2 percent (3.2%) lower than the system load used last year in the 6 

October update filing, it is nearly identical to  the load forecast in 2008 7 

(1,825 aMW) which was made before the current economic downturn 8 

started.  I do not agree with the company load estimate for the following 9 

reasons: 10 

• The recently filed Integrated Resource Plan (IRP), LC 50, contains sales 11 

and load tables (Appendix A) that indicated actual loads for 2008 were 12 

1,798 aMW and forecasts a load decrease in 2009 and then 2010 loads 13 

recovering back up to only 1,797 aMW. 14 

• The U.S. Energy Information Administration (EIA) reports a decline of 15 

approximately five percent (5%) in retail electricity sales for Oregon since 16 

the start of the recession, and 17 

• Other regulated utilities in Oregon have reported decreasing loads in 18 

2009, primarily due to decreasing industrial loads that are not expected 19 

to fully recover in 2010. 20 

 21 

 22 
                                            
1 For the purposes of the Idaho Power’s APCU, the power cost year modeled runs from April 2010 

through March 2011.  
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Q. WHAT DO YOU PROPOSE? 1 

A. I propose that Idaho Power adopt the same load in its UE 214 filing as was 2 

projected in its IRP filing for 2010 firm loads: 1,797 aMW. 2 3 

ISSUE 2: HOKU POWER CONTRACT ADJUSTMENT 4 

Q. PLEASE EXPLAIN THIS ISSUE. 5 

A. Hoku Scientific (Hoku) is building a production plant in Pocatello Idaho to make 6 

materials used in the manufacture of solar cells.  Idaho Power and Hoku have 7 

negotiated a new single customer rate schedule under which this new 8 

incremental load will be served.  I have reviewed the Hoku agreement and 9 

have no issue with the terms and conditions under which this new large 10 

industrial load will be served.   My issue is there appears to be a large amount 11 

of uncertainty as to when Hoku will actually start production and will need the 12 

large load for which it has arranged.  Hoku originally announced on its web site 13 

that the Pocatello plant would begin production in 2007, however construction 14 

of the plant has not proceeded as expected and the plant is not yet completed.  15 

In December 2009, the “Wall Street Journal” reported that a Chinese solar cell 16 

manufacturer had acquired controlling interest in the plant and that it would be 17 

seeking additional financing to complete the construction.  Despite all this 18 

uncertainty, Idaho Power has modeled its base rates for 2010 to include the 19 

loads and revenues from the first block portion of the Hoku service agreement.  20 

This new and uncertain load represents roughly 2% of the sales to customers 21 

forecast in the October update.   Considering the delays in completing the plant 22 

                                            
2 See Idaho Power Company 2009 Integrated Resource Plan, LC 50, Appendix A, page 48.  
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that have occurred so far, and the changes of ownership, I do not consider the 1 

Hoku power sales to be known and measurable event for the 2010 power cost 2 

year.  The load and revenue from the Hoku service agreement should be 3 

removed from the base rates at this time.   4 

Q. WHAT WILL THIS ADJUSTMENT DO TO THE OCTOBER BASE RATE 5 

UPDATE? 6 

A. Idaho Power will need to remove the line adjustment it has made for the Hoku 7 

revenue.   The power sales to customers will also need to be adjusted to 8 

remove the Hoku first block load.  Finally, the AURORA power cost model will 9 

need to be run to determine the overall effect of the adjustment. 10 

Q. WHAT DO YOU PROPOSE IF THE HOKU PLANT STARTS UP AS 11 

CURRENTLY MODELED AND BEGINS TO TAKE POWER ACCORDING 12 

TO ITS ELECTRIC SERVICE AGREEMENT? 13 

A. If Hoku starts up before the March update, the company can simply include the 14 

new load and revenue as it currently has done to the power cost model run to 15 

be reflected in the base rate update.  16 

Q. WHAT HAPPENS IF THERE IS A DELAY IN THE START UP BUT THE 17 

HOKU PLANT BEGINS TAKING SERVICE SOME TIME DURING THE 2010 18 

POWER COST YEAR? 19 

A. The power cost mechanism has a true-up provision where actual power costs 20 

are measured against power costs collected in rates.  Ideally the incremental 21 

power costs due to the load that would occur with the plant startup and 22 

operation would be recovered in the rates collected under the terms of the 23 
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Hoku electrical service agreement.  If there is any discrepancy in the actual 1 

power costs and the power costs collected in rates, the variance will be 2 

handled under provisions of the Idaho Power PCAM true-up mechanism. 3 

ISSUES 1 AND 2: SUMMARY 4 

Q. PLEASE SUMMARIZE YOUR PROPOSED ADJUSTMENT WITH RESPECT 5 

TO TEST YEAR LOADS. 6 

A. I propose that the average load used in the determination of the October 7 

update of base rates include the following adjustments: 8 

Item Original filing  Staff Proposed Adjustment 

2010 Average 
load 

1,817 aMW 1,797 aMW -20 aMW 

Hoku Power 
Sales  

included -39 aMW -39 aMW 

Total 1,817 aMW 1,758 aMW -59 aMW 

 9 

ISSUE 3: UNEXECUTED PURPA POWER PURCHASE AGREEMENTS 10 

Q. WHAT IS THIS ISSUE? 11 

A. Idaho Power has modeled an 85% increase in PURPA contract costs for 2010, 12 

which amounts to approximately $54 million.  The company provides two 13 

reasons for this.  First, the company claims there are a number of new PURPA 14 

projects where it has entered into “power purchase agreements” (PPAs) with 15 

the counterparty that have not yet come on line but are expected to enter into 16 

production during the power cost year.  Second, the company has re-priced 17 

some of its existing PURPA qualifying facility (QF) contracts to reflect a 18 
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Commission requirement that actual PURPA power costs be reflected in rates 1 

rather than levelized power costs (correcting an error in the customer’s benefit 2 

with the previous October update).   3 

 I agree with the company’s the second point, that the Commission has 4 

required a non-levelized pricing methodology.  In its Order 85-010 the 5 

Commission rejected any sort of levelizing of variable and fixed operation and 6 

maintenance costs for QF contracts. 7 

 I take issue, however, with including in the company’s filing energy costs 8 

associated with QF PPAs that have not yet attained commercial operation 9 

status.  Although a PPA may identify an actual start-up date, it is not 10 

appropriate to include such energy costs as known and measurable when 11 

actual commencement of the operation is not certain.  There is cause to 12 

doubt that these QFs will necessarily start up as claimed.  For instance,  13 

 Idaho Power’s October update filing in 2007 for the 2008 power cost year is 14 

instructive on this point.  At that time a number of new PURPA QFs were 15 

forecast to begin operations in the coming year. The dollar value of the 16 

PURPA contracts was forecast to be double the level then in rates.  But in the 17 

next October update, in 2008 for the power cost year in 2009, PURPA 18 

contracts went down dramatically, dropping to just 73% of the amount 19 

previously forecasted.  The company’s accompanying testimony explained 20 

that the dramatic drop was caused by new PURPA contracts failing to meet 21 

their on-line target dates.  Now this year’s October update has dramatically 22 

higher PURPA costs, this time over 80% higher than the previous year.  23 
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Testimony from the company indicates that several PURPA projects, mostly 1 

wind that are not yet operational, are expected to come on line during the 2 

April 2010 to March 2011 period.  Considering the recent track record of QFs 3 

not coming on-line as expected, I propose that new PURPA contracts that 4 

have not yet attained commercial operating status at the time of the AURORA 5 

power cost model run not be considered known and measurable and, 6 

therefore, be excluded from the filing. 7 

ISSUE 4: NORMAL HYDRO FLOW ADJUSTMENT FOR SALMON FLOW 8 

AUGMENTATION AND DECLINING REACH GAINS 9 

Q. PLEASE EXPLAIN THIS ISSUE? 10 

A. Idaho Power has made some adjustments to the normal hydro generation 11 

that affects the timing of output from its hydro system.  When compared with 12 

the normal hydro generation filed last year in UE 203, there has been a shift 13 

in the timing of the hydro output.  In the current filing there is more than 14 

normal amount of hydro output in May and June and less than normal hydro 15 

output in July and August (hereafter referred to as “the shift” or “stepwise 16 

change”).  Overall the annual hydro output is consistent with the normal 17 

output from previous October updates. However, changing the timing of the 18 

generation profile, as Idaho Power has done, causes more surplus sales in 19 

low price months and more market purchases in higher price months.   The 20 

initial testimony did not discuss the shift, but in response to Staff Data 21 

Request 17 (See Exhibit Staff/102 Durrenberger /1 and 2), Idaho Power 22 

explained that the normal hydro generation was shifted to accommodate an 23 
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earlier release of water for Salmon Flow Augmentation as requested by the 1 

U.S. Bureau of Reclamation (USBR).  The company also indicated in Data 2 

Response 17 that there was a small adjustment decreasing overall normal 3 

hydro output because Snake River tributary flows were trending downward, 4 

reducing the overall river system flow available for hydro generation.   5 

Q. DO YOU AGREE WITH THESE CHANGES? 6 

A. No.  Idaho Power has not shown any data that supports the decline in 7 

generation in the July-August period, nor, for that matter, the increase in 8 

generation in the May and June period.  In addition, I do not believe early 9 

fish augmentation flow and its expected change to the generation output 10 

profile ought to make a stepwise change in the normalized hydro generation.  11 

Absent actual data that documents permanent changes to the generation 12 

profile, the salmon augmentation flow should be modeled as a single year 13 

change to be averaged into the 80 plus years of water flow and hydro 14 

generation data.   Furthermore, Idaho Power has presented no evidence in 15 

this filing supporting the assumption that the declining reach flows were 16 

permanent as opposed to being caused by variability in weather or some 17 

other factor that could reverse itself in the future.  Finally, when the PCAM 18 

methodology was approved by the Commission in UE 195, Idaho Power 19 

represented  its normalized hydro generation as the average of the hydro 20 

generation calculated from water year flows beginning in 1928, adjusted by 21 

the most recently issues Depleted Stream Flow Study report.  The report is 22 

updated periodically to account for the change in the hydro generation 23 
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output caused by such matters as fish augmentation and declining reach 1 

gains.  Only after a new report comes out should Idaho Power automatically 2 

update normal hydro generation for the purposes of the PCAM.   All the 3 

other hydrological events were intended to update the individual annual 4 

water flows and generation and become part of the average. 5 

 I do not know what shifting of the timing of hydro generation means in terms 6 

of any sort of adjustment to base power supply expenses.  I have not yet 7 

asked the company to model this change with a new power cost model run 8 

but I would expect the change to be minimal.   9 

ISSUE 5: WATER RIGHTS LEASE AGREEMENT BENEFIT ADJUSTMENT 10 

Q. WHAT IS THIS ISSUE? 11 

A. Idaho Power leased rights for water to be released from the American Falls 12 

Reservoir in August and September.  The company has not modeled either 13 

the cost or benefit of this water lease in its power cost model.  I recommend 14 

that Idaho Power incorporate the costs and benefits of this water lease into 15 

the power cost model for setting the October update of base rates.   16 

Q. DOES THIS CONCLUDE YOUR TESTIMONY?  17 

A. Yes, it does. 18 
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STAFF’S DATA REQUEST NO. 17:   
 
The 2010 October update shows lower hydro generation output for July and August that 
the previous October Updates.  Please explain what happened to the most recent water 
year hydro generation that would explain this change in hydro output.  
 
 
IDAHO POWER COMPANY’S RESPONSE TO STAFF’S DATA REQUEST NO. 17:   
 
The 2010 October Update showed several differences in hydro generation from the 2009 
October Update.  These differences are directly related to changing conditions and flows on the 
Snake River.  Changing flows occur for two primary reasons:  (1) changes to the timing of 
salmon flow augmentation and (2) the incorporation of long-term declines in reach gains in the 
Snake River. 
 
Changes in Salmon Flow Augmentation 
 
The 2010 October Update estimates represent not just declines in generation in the months of 
July and August but an actual shift in generation from those months to May and June.  This shift 
can be attributed to changes in the timing of salmon flow augmentation.  In the Biological 
Assessment (BA) for Bureau of Reclamation Operations and Maintenance in the Snake River 
Basin Above Brownlee Reservoir, released in August of 2007, the Bureau of Reclamation 
(“USBR”) discusses changes in the timing of releases from Snake River reservoirs for flow 
augmentation.  The change in the BA shifted augmentation flows from summer to spring.  In the 
BA the USBR states: 
 

Based on these observations and NMFS’ recommendations, Reclamation has 
investigated shifting reservoir releases for flow augmentation to earlier in the 
spring subject to confirmation of the biological benefits by NMFS. 

 
This shift is a major departure from the July, August, and September time frame in which 
augmentation flow releases have occurred in previous years.  In late 2008 and early 2009, 
Idaho Power Company (“Idaho Power”) staff discussions with USBR personnel indicated that 
the USBR would attempt to shift flow augmentation releases to the May and June time frame in 
the 2009 water year.  To reflect this shift in flow augmentation releases, Idaho Power staff 
modeled flow augmentation releases in May and June.  Idaho Power staff reviewed historic data 
and calculated the volume of water available for flow augmentation in the 1928 through 2005 
period (flows for this time frame provide long-term estimates of future flows).  This volume of 
water was then moved from the traditional July, August, September time frame to May and 
June.  This shift substantially changes the power generation capabilities at Idaho Power 
facilities, resulting in higher generation in May and June and lower generation in July and 
August. 
 
In the spring of 2009, the USBR implemented the spring shift in flow augmentation.  Flow 
augmentation releases were delayed during the spring of 2009 due to record rainfall and high 
stream flows, but the USBR was successful in releasing all augmentation flows by mid- to late 
July. 
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Incorporation of Declining Reach Gains 
 
Generation estimates also show a slight decrease in overall generation for the 2010 October 
Update, which is caused by declining reach gains in the Snake River Basin.  Long-term records 
for spring discharge of tributaries to the Snake River basin have been in decline since the late 
1950s.  In order to provide a more accurate estimate of long-term flows in the Snake River, 
these declines were incorporated into estimates of flow on the Snake River.  Yearly declines are 
not large but their incorporation into long-term flow estimates is important because the 
cumulative declines over several years can have a significant impact on river flows and 
subsequent hydro generation. 
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Q. PLEASE STATE YOUR NAME, OCCUPATION, AND BUSINESS 1 

ADDRESS. 2 

A. My name is Michael Dougherty.  I am the Program Manager for the Corporate 3 

Analysis and Water Regulation Section of the Public Utility Commission of 4 

Oregon (Commission).  My business address is 550 Capitol Street NE Suite 5 

215, Salem, Oregon 97301-2551.   6 

Q. PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND AND WORK 7 

EXPERIENCE. 8 

A. My Witness Qualification Statement is found in Exhibit Staff/201. 9 

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY? 10 

A. I describe my adjustments to Idaho Power Company’s (Idaho Power) power 11 

supply costs concerning its three coal plants: Bridger, Boardman, and Valmy 12 

as listed in Idaho Power/101, Wright/1. 13 

Q. HAVE YOU PREPARED ANY EXHIBITS FOR THIS DOCKET? 14 

A. Yes.  I prepared: 15 

Confidential Exhibit Staff/202, consisting of 2 pages; 16 

  Exhibit Staff/203, consisting of 21 pages; and 17 

  Confidential Exhibit Staff/204, consisting of 2 pages. 18 

Q. PLEASE PROVIDE A SUMMARY OF YOUR ADJUSTMENTS. 19 

A. The following table summarizes my adjustments to Idaho Power’s power 20 

supply costs concerning its three coal plants: Bridger, Boardman, and Valmy 21 

as listed in Idaho Power/101, Wright/1. 22 

23 
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Table 1 – Summary of Staff Adjustments 1 

Plant 

Exhibit  
Idaho 

Power/101, 
Wright/1 Staff  Adjustment 

 

Bridger $105,249,100 $89,664,839 $15,584,261 

Boardman $6,773,800 $6,773,800 $0

Valmy $50,266,500 $50,266,500 $0

Total Adjustment $15,584,261

Total Oregon Adjustment (.0464 allocation) $723,110

 2 
Q. PLEASE SUMMARIZE THE ANALYSES SUPPORTING YOUR 3 

RECOMMENDED ADJUSTMENTS. 4 

A. Bridger– Because Bridger receives coal from an affiliated interest coal mine; I 5 

performed several lower-of-cost-or-market (LCM) analyses pursuant to Oregon 6 

Administrative Rule (OAR) 860-027-0048, Allocation of Costs by an Energy 7 

Utility.  The primary LCM analysis results in an Oregon adjustment of $723,110 8 

to the Idaho Power’s Bridger power supply costs. 9 

 Boardman and Valmy – These coal plants are supplied by third party mines.  I 10 

examined the costs per ton of coal and the tons of coal delivered.  As a result 11 

of my analysis, I do not have any adjustments to the Boardman and Valmy 12 

power supply costs. 13 

14 
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Q. DO YOU PROVIDE ALTERNATIVE RECOMMENDATIONS FOR THE 1 

COMMISSION TO CONSIDER? 2 

A. Yes.  Concerning coal costs from affiliate, Bridger Coal Company (BCC) 3 

supplied to Bridger, I performed four LCM analyses.  My primary analysis, as 4 

shown in the above table, results in an Oregon adjustment of $723,110 for 5 

Bridger power supply costs.  A first alternative analysis results in an Oregon 6 

adjustment of $691,354 for Bridger power supply costs.  I also performed a 7 

second and third alternative analysis that I did not use as recommended 8 

adjustments.  These analyses are explained later in testimony and are shown 9 

in Staff Confidential Exhibit/202, Dougherty/1-2.  The following table shows the 10 

power supply costs adjustments based on two LCM analyses concerning BCC. 11 

  Table 2 – Alternative Recommended Oregon Adjustments 12 
Primary Adjustment $723,110 

Alternative Adjustment $691,354 

 13 
Q. DOES THE COMMISSION HAVE A TRANSFER PRICING POLICY 14 

CONCERNING TRANSACTIONS BETWEEN A UTILITY AND ITS 15 

AFFILIATED INTERESTS? 16 

A. Yes.  OAR 860-027-0048, Allocation of Costs by an Energy Utility, sets forth 17 

the Commission’s Transfer Pricing Policy.  Section (4)(e) of the rule states: 18 

When services or supplies (except for generation) are sold to an 19 
energy utility by an affiliate, sales shall be recorded in the 20 
energy utility's accounts at the approved rate if an applicable 21 
rate is on file with the Commission or with FERC.  If services or 22 
supplies (except for generation) are not sold pursuant to an 23 
approved rate, sales shall be recorded in the energy utility's 24 
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The transfer price for the coal which is provided to Bridger to 1 
Idaho shall be billed at actual cost.  Cost in this case is 2 
equivalent to market for the services.  Since all of IERCO’s 3 
results of operations are merged with and made part of Idaho’s 4 
for ratemaking, there is no possibility of cross-subsidization.2 5 

 6 
 The order also states on page 5: 7 

The Commission reserves the right to review for 8 
reasonableness all financial aspects of this arrangement in any 9 
subsequent rate proceeding.3 10 
 11 

Q. IF THE ORDER INDICATES THAT COST IN THIS CASE IS EQUIVALENT 12 

TO MARKET AND THAT THERE IS NO POSSIBILITY OF CROSS-13 

SUBSIDIZATION, WHY DO YOU RECOMMEND AN ADJUSTMENT? 14 

A. I made an adjustment because BCC’s costs are higher than the current market 15 

cost.  Staff’s memo in UI 189, Commission Order No. 01-472 (PacifiCorp’s 16 

affiliated interest agreement with PMI) provides a description concerning the 17 

historical costs of BCC and states: 18 

The company (PacifiCorp) states that BCC coal provides it with 19 
advantages such as a consistently reliable coal source and a 20 
minimization of fuel transportation and handling costs.  21 
Historically, from 1990 through 1999, the average cost of coal 22 
provided by the Coal Supply Agreement ranged from $3 to $9 23 
per ton less than the average market price of Southern 24 
Wyoming coal delivered to the plant.4 25 
 26 

 However, after calculating four LCM analyses, my review indicates that BCC’s 27 

costs are no longer below market costs for the Green River Basin (GRB) in 28 

Southern Wyoming.  Therefore, there was a substantial change in costs that 29 

results in BCC’s cost being higher than market.  Although there is no cross-30 

                                            
2 Commission Order 91-567 (UI 105), at 4.  See Exhibit Staff/203, pages 1 – 5. 
3 Id, at 5.  See Exhibit Staff/203. 
4 Commission Order No. 01-472 (UI 189).  Appendix A, page 2.  See Exhibit Staff/203, page 9. 
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subsidization between IERCO and Idaho Power, customers are paying a 1 

higher cost for coal being delivered by BCC to Bridger than the “market” (Black 2 

Butte Mine) cost of coal, which is also delivered to Bridger. 3 

Q. IN UE 207, PACIFICORP STATED IN PPL (TAM)/200, LASICH/65 THAT 4 

THERE IS NO ADDITIONAL (COAL) CAPACITY IN THE AREA TO 5 

SUPPLY THE BRIDGER PLANT.  IN LIGHT OF THIS TESTIMONY, 6 

SHOULD THE COMMISSION STILL CONSIDER USING THE TRANSFER 7 

PRICING POLICY CONCERNING IDAHO POWER AND BCC? 8 

A. Yes.  OAR 860-027-0048 applies to pricing and a market.  Based on 9 

information provided by Idaho Power in confidential responses to Staff’s Data 10 

Requests Nos. 1 and 2,6 there is a market and pricing for coal in the GRB.  11 

Idaho Power uses this market supplied coal for approximately one-third of the 12 

coal utilized by Bridger.  Therefore, the Commission should use the LCM 13 

standard pursuant to OAR 860-027-0048.  The rule defines market rate as 14 

(emphasis added): 15 

“the lowest price that is available from nonaffiliated suppliers 16 
for comparable services or supplies.”7 17 

 18 
1. Lowest Price – Because Idaho Power receives coal from a third-party 19 

mine to supply Bridger, there is adequate data, which clearly shows there 20 

is a lower nonaffiliated price for coal in the Green River Basin (GRB) area 21 

of Wyoming.  The nonaffiliated Black Butte Mine (Black Butte) average 22 

                                            
5 Included in Exhibit Staff 203, page 13. 
6 Included in Confidential Exhibit Staff 204. 
7 OAR 860-027-0048(1)(i). 
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As can be seen from the above statement, one of the cost drivers is an 1 

accounting requirement concerning extracted coal that BCC (and other mines) 2 

must comply with.  As an example of the effect of the accounting requirement, 3 

PacifiCorp stated in UE 207 that PacifiCorp’s 2010 test period cost of BCC 4 

would be approximately $30.63 per ton without EITF 04-6 as compared to 5 

$33.54 per ton with EITF 04-6. 12   6 

Q. PLEASE LIST THE LCM ANALYSES THAT YOU PERFORMED. 7 

A. Because I had concerns with the level of certain cost components embedded in 8 

the BCC’s weighted costs, I performed four analyses as follows.  These 9 

analyses are explained in greater detail later in testimony. 10 

1. Primary Analysis – Replaced BCC surface operations costs with market 11 
(Black Butte) average (spot, deferred, and transportation) costs and 12 
maintained the BCC underground costs to achieve a total BCC cost for 13 
ratemaking purposes. 14 

 15 
2. First Alternative Analysis - Replaced BCC surface operations costs with 16 

market (Black Butte) spot and transportation costs (removed lower cost 17 
deferred tonnage) and maintained the BCC underground costs to achieve 18 
a total BCC cost for ratemaking purposes. 19 

 20 
3. Second Alternative Analysis (not recommended) - Replaced BCC surface 21 

operations costs with BCC underground costs and maintained the BCC 22 
underground costs to achieve a total BCC cost for ratemaking purposes.  23 
This resulted in all of BCC’s costs being determined by the cost of 24 
underground operations. 25 

 26 
4. Third Alternative Analysis (not recommended) – Set BCC costs at the 27 

market (Black Butte) average (spot, deferred, and transportation) costs for 28 
both surface and underground operations to achieve a total BCC cost for 29 
ratemaking purposes. 30 

31 

                                            
12 Included in Exhibit Staff/203, page 18. 
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AS A DEFERRAL TO SOFTEN THE ANNUAL VARIATION ON TOTAL 1 

COSTS FOR BCC? 2 

A. No.  Although EITF 04-06 requires mines to include stripping costs in the cost 3 

of coal that is extracted in a given year, the ratemaking standard for affiliated 4 

interest contracts is the LCM pricing policy outlined in OAR 860-027-0048, 5 

Allocation of Costs by an Energy Utility.  As previously noted, PacifiCorp, which 6 

is part owner of BCC, claims in UE 207 PPL/201, Lasich/2-3,16 that the 7 

magnitude of the disparity (resulting from EITF 04-6) will fluctuate based on the 8 

amount of coal extracted.  However, what will not change is the LCM standard 9 

that affiliated pricing is determined for ratemaking.  The affiliate’s cost, no 10 

matter how costs are affected by EITF 04-6 (increased or decreased), should 11 

always be examined in comparison to market costs.  As previously mentioned, 12 

other mines contracted by Idaho Power must comply with this accounting 13 

requirement; and it is not a unique phenomenon to BCC.   14 

  Because the PCAM is an annual filing that includes other changes in power 15 

supply costs from year to year, Staff will be able to perform analyses of the 16 

affiliated mines’ cost and relationship to market on an annual basis.  Because 17 

BCC’s costs will be reviewed in context of the LCM standard on an annual 18 

basis, there is no need to levelize these costs or create a regulatory asset 19 

balancing account.  In any scenario that compares extracted coal to stripped 20 

coal, the affiliate’s coal costs would still be the starting basis for Staff’s 21 

recommendation.  It is also important to note that customers would only see a 22 

                                            
16 Included in Exhibit Staff/203, pages 20-21. 
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“benefit” of EITF 04-6 if Idaho Power’s costs are lower than market in low cost 1 

years. 2 

Q. DID YOU REVIEW SPECIFIC LINE ITEM COSTS FOR BCC? 3 

A. As part of my review, I reviewed the projected 2010 line item costs for BCC.  4 

This review resulted in the identification of costs (certain bonus amounts, 5 

donations, fine/citations, etc.) that Staff would recommend as adjustments for 6 

the parent company (Idaho Power) during a general rate case review.  7 

However, as a result of the LCM analyses, I did not make these adjustments, 8 

as the LCM analyses resulted in greater adjustments to Bridger costs.   9 

Q. PLEASE SUMMARIZE YOUR ADJUSTMENTS TO COAL IDAHO 10 

POWER’S COAL POWER SUPPLY COSTS. 11 

A. The following table summarizes my recommended adjustments to Idaho 12 

Power’s coal power supply costs: 13 

Table 7 – Alternative Recommended Oregon Adjustments 14 
Primary Adjustment $723,110 

Alternative Adjustment $691,354 

 15 
Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY? 16 

A. Yes. 17 
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WITNESS QUALIFICATION STATEMENT 
 
 
NAME:  MICHAEL DOUGHERTY 
 
EMPLOYER:  PUBLIC UTILITY COMMISSION OF OREGON 
 
TITLE: PROGRAM MANAGER, CORPORATE ANALYSIS AND 

WATER REGULATION 
 
ADDRESS: 550 CAPITOL ST. NE, SALEM, OR  97308-2148 
 
EDUCATION: Master of Science, Transportation Management, Naval 

Postgraduate School, Monterey CA  
 
 Bachelor of Science, Biology and Physical Anthropology, 

City College of New York 
 
EXPERIENCE: Employed with the Oregon Public Utility Commission from 

June 2002 to present, currently serving as the Program 
Manager, Corporate Analysis and Water Regulation.  Also 
serve as Lead Auditor for the Commission’s Audit Program.   

 
Performed a five-month job rotation as Deputy Director, 
Department of Geology and Mineral Industries, March 
through August 2004. 

 
 Employed by the Oregon Employment Department as 

Manager - Budget, Communications, and Public Affairs from 
September 2000 to June 2002. 

 
 Employed by Sony Disc Manufacturing, Springfield, Oregon, 

as Manager - Manufacturing, Manager - Quality Assurance, 
and Supervisor - Mastering and Manufacturing from April 
1995 to September 2000. 

 
 Retired as a Lieutenant Commander, United States Navy.  

Qualified naval engineer. 
 
 Member, National Association of Regulatory Commissioners 

Staff Sub-Committee on Accounting and Finance. 
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