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BACKGROUND

On June 1, 2023, Idaho Power Company ("Company") filed an application ("Application")
with the Idaho Public Utilities Commission ("Commission") requesting authorityto increase its

rates and charges for electric service to the Company's customers in the State of Idaho, and for

associated regulatory accounting treatment.

On September 18, October 4, and October 5, 2023, Commission Staff ("Staff"), the

Company, and all Intervenors participated in settlement conferences. On October 27, 2023, the

Company filed a Stipulation and Settlement ("Proposed Settlement") and a Motion for Approval

of Stipulation and Settlement ("Motion"). The Proposed Settlement was signed by Staff, the

Company, and all Intervenors (collectively"the Parties")
As part of the Proposed Settlement, the Parties agreed to allow Staff to complete its review

of plant investments with the understanding that, with exceptions for the prudence concerns

specifically noted in the Proposed Settlement, "all capital projects included in the Company's test

year are presumed to be prudentlyincurred" and "[t]o the extent Staff identifies potential prudence
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concerns, it will identify specific plant investments to be the subject of further prudence review in

the Company's next general rate case." The Parties agreed to allow Staff until December 1, 2023,

to complete its review. This report is the result of Staff's review.

STAFF REPORT

In its Application, the Company requested recovery of approximately $3.3 billion in new

infrastructure investments made since the last general rate case, IPC-E-11-08, in 2011. These

investments are attributed to approximately forty-threehundred (4,300) unique projects or Budget

IDs encompassing over a hundred thousand individual work orders. Staff must determine whether

(1) the Company's decision towards these capital investments is based on needs required to provide

adequate service to its customers, and (2) that the Company has executed each project at a

reasonable cost to customers.

Based on Staff's completed review and analysis, Staff believes the Company's capital

investments within the framework and exceptions noted in the Proposed Settlement are prudent,

and Staff does not believe that further prudence review in the next general rate case is necessary.

Description of Review

The Company provided documentation to support its decisions to make capital investments

and Staff reviewed the information provided by the Company to ensure that the projects were

realized at a reasonable cost. There were several contributing factors that delayed the completion

of this review process for settlement purposes.

To mitigate some ofthese challenges and roadblocks in support ofthe Proposed Settlement,

Staff relied on reviewing a sample or subset of all projects, which were not previouslyreviewed

prior to the settlement conferences. The documentation requested was consistent with Staff's

approach to assess the prudence of a project for the Company to obtain recovery for its capital

investments. Staff relied heavily on an audit of the Company's processes and consistency of its

adherence to those processes.

Results of Review

Based on the review described above, Staff did not find any evidence that would cause it

to withhold a determination of prudence from any of the projects reviewed, and Staff has an

acceptable level of confidence that the Company's capital investments represented for recovery in

the Proposed Settlement are prudent.
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However, Staff emphasizes the importance of the Company's commitment "to discuss

capital project review options and documentation generally, and specifically for the Company's
partnered plants, to establish a framework for future prudence reviews." Proposed Settlement at

12, 13. In addition, Staff did identify one issue regarding the timing and treatment of one of the

Company's investments as discussed below.

Staff determined that the Company performs necessary pre-scoping in identifying a project.
Once it is identified, an estimated budget is established, and a unique Budget ID is assigned

through the Company's CLRIS database. After a project is assigned and prioritized, the Company
initiates the design and construction phases of the project. At this stage, the Company can gain a

proper understanding of the detailed budgeted cost for the projects. As the project progresses,

budgets are reviewed, and updates are made on a quarterly basis based on need and time-

sensitivity.

Staff had onsite meetings with the Company to inquire into specific issues identified from
its review of information supplied by the Company. The Company explained and supported its

approach to managing these individual projects. Followingthis review, Staff gained a better

understanding of the legacy software's limitations, and how the Company currently monitors,
tracks, and manages its capital projects through its updated and more complex software platforms.
Staff learned that throughout the lifecycle of a project, the Company incorporates tools such as

Microsoft Project, Azure DevOps, Microsoft Excel Spreadsheets, etc., to track the overall timeline,
progress, and budget. The use of such tools is not universal across the Company, and it is solely
dependent on the practices within the individual departments. In general, the Company also

substantiated how it procures necessary equipment and services, which is consistent with Company
guidelines and policies.

Through the detailed review, Staff discovered a timing issue with the project: Budget ID

T731210001 - T731 Reconstruct the BOMT-HBRD 138kV line. The project is part of the

Boardman to Hemingway project, but the Company is seeking recovery for a part of the project.
In a teleconference meeting with the Company, it explained that this portion of the project is

associated with an easement purchase that has been arguably in service since January 2023. Staff
understands that this easement purchase is needed for the double circuit conversion (230/138 kV)
of the existing transmission line. AlthoughStaff believes this portion of the investment is prudent,
Staff needs to ensure that such easements are similarly treated from an accounting perspective. As
a result, Staff will continue to evaluate the proper accounting treatment of easements in Plant in
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Service prior to projects being completed and whether such easements should be deemed used and

useful.

CONCLUSION

Staff believes the Company's capital investments within the framework and exceptions

noted in the Proposed Settlement are prudent, and Staff does not believe that further prudence

review in the next general rate case is necessary.

Respectfully submitted this lst day of December 2023.

CHRIS BURDIN
DEPUTY ATTORNEY GENERAL
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