
 
 

V. Cost Allocation Process 
 
 1. Basic Information Requirements 
 When a project proposal is submitted for inclusion in the NTTG Planning Process, the 
project developers or other stakeholders, in collaboration with the NTTG Planning Committee, 
will also prepare an application package and transmit it to the Committee for its review.  Upon 
the developer’s request, the NTTG Planning Committee may provide its assistance.  The project 
developers shall provide the following information with the application: 
 

A. PROJECT DESCRIPTION 
 
Idaho Power is proposing to construct and operate a new electric transmission facility 
consisting of approximately 298 miles of single-circuit 500kV transmission line between 
the existing Boardman substation in eastern Oregon and the proposed Hemingway 
substation in southwestern Idaho. The transmission project will relieve existing 
constraints allowing additional transfer of energy to target service areas, principally in 
Idaho and Oregon, along with other eastward and Pacific Northwest locations. The 
Boardman to Hemingway 500 kV Transmission Line Project is independent of, and will 
be built regardless of, any particular new generation project. Based upon recent updates, 
the current project schedule indicates a likely in-service date of June 2013.  
 
The project is based on the “hub and spoke” concept utilized in developing the NTTG 
fast track projects. This project is a “spoke” between a proposed transmission hub in the 
Boardman area and the proposed Hemingway hub near the Treasure Valley load center. 
Along with other proposed regional projects, the Boardman to Hemmingway 500 kV 
transmission line will provide additional connectivity beyond the two hubs it will link. 
While the timing of the hub substation in Oregon depends upon coordination with 
multiple utilities and proposed projects, this transmission line by itself can provide 
immediate benefits discussed later while maintaining the flexibility to be integrated with 
the proposed hub in Oregon when it is developed. 
 
Idaho Power’s Integrated Resource Plan identifies Pacific Northwest generation 
resources as one component of the preferred resource portfolio. Idaho Power’s wholesale 
transmission customer requirements are also increasing. This project will meet the 
requested service requirements, in addition to other transmission service requests to move 
energy from the east into the Pacific Northwest. 
 
Additional information describing the project, including Notice of Intent documents, is 
contained on the project web site at: 

http://www.boardmantohemingway.com/  . 
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B. PHYSICAL LOCATION 
 
The project will connect the existing Boardman substation in northeast Oregon with the 
proposed Hemingway substation in southwest Idaho. A map of the proposed project and 
preferred alignment is included as Attachment A. The siting and permitting process will 
determine final alignment. 

 
 
C. COST/BENEFIT ANALYSIS 

 
Preliminary cost/benefit analysis was conducted as part of Idaho Power’s 2006 Integrated 
Resource Plan (IRP). Based upon the assumptions and analysis of various resource 
portfolios, a 225 MW project to allow market purchases from the Pacific Northwest was 
identified as part of the preferred portfolio. Since that analysis, due to other Transmission 
Service Requests and other evaluations of project requirements conducted in the NTTG 
planning processes, the project scope has been modified as described in Exhibit H of the 
Notice of Intent (Attachment B). Specific cost-benefit analysis has not been updated 
through the IRP processes at this time. Idaho Power is currently beginning the next IRP 
cycle, expected to be completed in 2009.  
 
Project cost estimates are largely based upon typical construction costs as included on 
Idaho Power’s OASIS at: 
      http://www.oatioasis.com/IPCO/IPCOdocs/Idaho_Power_Transmission_Cost_Estimates.pdf . 
This document includes high-level, typical construction costs of $1,500,000 per mile of 
single-circuit 500 kV design, excluding rights-of-way and permit costs. Substation 
interconnection costs are also required. Current cost estimates for the total project are 
approximately $600,000,000. 
 
To aid in understanding the potential cost impacts of this line, it is important to recognize 
that there have been few major transmission expansions to Idaho Power’s transmission 
investment in the past 25 years producing one of the lowest transmission rates in the 
region. Idaho Power has a formulary transmission tariff rate on file with the Federal 
Energy Regulatory Commission (FERC). The information on the rate calculations and 
components is available on Idaho Power Company’s Open Access Same Time 
Information System (OASIS). 
 
The rate calculation spreadsheet using 2007 FERC Form 1 data is located at: 
        http://www.oatioasis.com/IPCO/IPCOdocs/Transmission_Rate_Development_August_28_2008_(2007_Test_Year).xls . 
While the actual rate calculations are detailed, the spreadsheet tab entitled “Rate 
Calculation” shows the existing transmission plant in service on line 1 as $684,399,525. 
While not intended to be an actual rate forecast, simply modifying this plant investment 
by adding the above project cost estimate, increasing the depreciation expense on line 29, 
and adding 225 MW to the System Peak Demand on line 46 yields a transmission rate of 
approximately $40/kw-yr. While this would not be the actual expected rate following the 
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addition of the line and increased use of importing 225 MW from the Pacific Northwest 
markets, it provides an estimate assuming no other transactions or impacts. 
 
This would result in an approximate annual allocation revenue requirements for increased 
imports to serve Idaho Power’s native load requirements through addition of this project 
of approximately 

(225 MW)*($40/kW-yr)*(1000 kW/MW) = $9,000,000/yr. 
 
If the additional 1,000 MW of Point-to-Point transmission service requests on this line 
are included, the System Peak Demand on line 46 would be increased by a combined 
total of 1,225 MW, resulting in an estimated rate of approximately $30/kW-yr. These 
combined transactions would reduce the above revenue requirement allocation to 
approximately $6.75 million per year for the 225 MW import, as well as reductions to all 
other transmission services provided. However, additional transmission upgrades as 
contemplated in the Gateway West project may be required to allow the total export as 
described in Section G below. 
 
Any final cost/benefit analysis and comparison for resource evaluation to serve Idaho 
Power Network Load requirements would still require consideration of the alternative 
resource production costs including capital and O&M costs, and any additional 
transmission costs as compared to other options. Also this project would reduce existing 
third-party transmission expenses required to deliver existing Boardman resources to 
Idaho’s existing system. 
 
Transmission projects are “lumpy” from an investment timing standpoint, providing 
capacity and rate stability over the long-term regulatory recovery period. To meet 
reliability criteria, projects must be installed no later than the first need as opposed to 
waiting until the project can be fully utilized. When a new large project is placed in-
service there is an increase in system capability, providing reliability margins, the ability 
to meet forecast growth, and options for economic energy exchanges. As load growth and 
other uses increase, changing the System Peak Demand, the effective transmission rate 
declines over the project’s life.  
 
As demonstrated above, as this projects’ capacity is fully utilized, or if partnership 
options described below allocate a portion of both costs and capacity to other parties, the 
expected rates would be nearer the existing embedded rates. 
 

 
D. INVESTORS (DESCRIPTION AND INTEREST) 
 

Idaho Power continues to explore opportunities to partner with other entities on this 
project. Based upon current Open Access Transmission Tariff (OATT) obligations and 
service requests, Idaho Power must proceed with development of this project, with or 
without other equity participants. 
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Given the proposed development of a transmission hub in eastern Oregon, and other 
regional interests in acquiring transmission rights in this corridor, there is the possibility 
of reducing Idaho Power’s investment requirements by up to 50%. 
 
Currently Idaho Power anticipates rolling in the project costs with its existing 
transmission rates and service obligations. While the FERC does allow a higher-of 
pricing option for specific transmission service requests, along with the ability of the 
Transmission Provider to require up-front construction contributions in exchange for 
transmission credits, there is also an obligation to ensure adequate transmission to meet 
native and network load obligations. As explained in Attachment B, the project scope and 
costs are justified by service obligations and system reliability. To the extent additional 
investors participate in the project, Idaho Power’s obligations will be fulfilled while 
reducing capital investment requirements. 
 
 

E. OPERATOR 
 
Idaho Power will operate this line as part of its control area operations. With the 
described potential for development of a transmission hub in eastern Oregon, there may 
be additional integration and operation agreements developed as new facilities are added. 

 
 
F. SUBSCRIBERS/CONTRACTS 

 
Idaho Power has active transmission service requests totaling 1,225 MW on this 
transmission path. This does not include additional load growth forecasts of other 
network transmission customers which require additional capacity on this transmission 
path. Idaho Power is required to offer service and expand its transmission system to 
reliably serve all customer requirements under its OATT.  
 
Load forecasts have indicated a potential import use in excess of 500 MW over the 
planning horizon. As described in Attachment B, there has been considerable interest in 
firm and non-firm transmission service on this path. The total of denied service requests 
indicates the level of interest, and may be an indication of future subscription and service.  

 
 

G. PERTINENT TRANSMISSION STUDY RESULTS 
 
Transmission study results as part of the Western Electricity Coordinating Council 
(WECC) rating process including the regional planning and Phase I study results to date 
are described in Attachment C.  
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Preliminary results for the project are described according to increased capabilities 
without the benefit of other regional projects, as well as expected improvements as other 
projects are placed in-service.  
 
Studies indicate that an import rating of up to 1300 MW may be achievable for the 
project by itself, while providing over 850 MW net import increase on the total Idaho-
Northwest path, and almost 1000 MW increase above existing path operating limits. For 
exports from Idaho to the Northwest the project carries flows above 800 MW, while 
increasing the total ID-NW path rating by about 200 MW, and 300 MW above existing 
path limits. The project significantly improves bi-directional capabilities. Studies 
considering expanded capabilities due to additional regional projects are yet to be 
completed. 
 
Current ATC as noted in Attachment B are limited to zero import and almost 300 MW 
export capability. Attachment D contains historical use of the Idaho-Northwest path as 
presented during NTTG Transmission Use Committee public meetings demonstrating 
constraints of imports during peak load periods. 
 

 
H. A COPY OF ANY WECC ECONOMIC AND RELIABILITY 

DETERMINATIONS RELATIVE TO THE PROJECT  
 
Studies following the WECC rating process are on-going. Economic study results 
through the WECC’s Transmission Expansion Planning Policy Committee (TEPPC) have 
been requested as part of the current study plan and planning study cycle in conjunction 
with other projects and resource scenarios by NTTG.  

 
 
I. PROPOSED SITING PROCESS 

 
A Notice of Intent (NOI) has be submitted to the Oregon Department of Energy and the 
BLM as describe on the project web site at 

http://www.boardmantohemingway.com/  . 
The project will follow all federal, state, and local jurisdictional siting requirements. 
Siting and regulatory processes have a direct impact on the proposed project in-service 
date. Cooperating agencies and public input are a vital component in meeting 
environmental and local land use requirements for the project. 
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J. PROPOSED COST ALLOCATION 
 
Based upon current transmission service queue requests and OATT obligations, Idaho 
Power anticipates including project costs in existing FERC and state regulatory rate 
processes as rolled-in capital investments subject to potential equity partners described in  
Section D. (Investors) and Section F. (Subscribers/Contracts). Given the existing FERC 
formulary rate design and state jurisdictional allocation processes recognizing revenue 
credits and revenue requirements, Idaho Power expects costs will be directly assigned to 
users of the project according to existing policies and jurisdictional rate design. 
 
 

K. PROPOSED COST RECOVERY 
 
Idaho Power expects cost recovery as defined in its OATT pricing and formulary rate 
including consideration of both wholesale and retail usage and revenue requirements, in 
addition to state jurisdictional general rate cases and recovery mechanisms as may be 
requested from time to time. 
 

 
L. A RISK AND BENEFIT ANALYSIS FOCUSING ON THE DISTRIBUTION OF 

COSTS, BENEFITS AND RISKS AMONG THE PARTIES PROPOSED TO 
SHARE IN THE COST ALLOCATION OF THE PROJECT. 
 
As described in Sections C, D, and F the risks of third party transmission users 
materializing which reduces the net costs to all parties has been analyzed. The scenario of 
rolled in project costs assuming no additional third-party use and the resulting rate 
impacts as compared to increased network use over time and additional obligations of 
existing queue requests demonstrate the range of cost impacts to retail and wholesale 
tariff rates and cost recovery for the project. 
 

 
M. PROPOSAL ON DEALING WITH COST OVERRUNS 

 
Traditional revenue requirement treatment of projects costs are based upon actual project 
costs subject to prudency review and limitations of negotiated caps or not-to-exceed cost 
estimates. Given the current economic conditions and potential volatility of labor and 
material costs, Idaho Power expects the final actual project costs to be included in 
regulatory revenue requirement determinations. 
 
As such, it should be noted that Idaho Power employs a competitive bid process while 
working with suppliers and contractors to obtain the greatest supply chain value for its 
customers. Given the magnitude and scope of this project, in addition to other 
infrastructure projects required in the same time frame, Idaho Power will continue to 
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optimize and negotiate the lowest costs. A combination of fixed-cost bid process to 
minimize risk of price escalation, and competitive contract letting will be employed while 
consistently evaluated against internal labor resource options. 
 

 
N. DEGREE OF CONSENSUS AMONG STAKEHOLDERS ON ALL OF THE 

ABOVE 
 
Stakeholders have consistently expressed concurrence with the project approach and 
resultant outcomes. Recognizing the upward rate pressure imposed in the near-term, the 
project provides benefit to all potential users not available but for completion the project. 
The beneficiaries of the project, or user pays principle, is consistent with the obligations 
and requirements of transmission infrastructure investment to meet load growth.  
 
Additional integration of renewable resources in the project area, primarily wind 
development, and the interconnectivity between Balancing Authorities such as the 
Bonneville Power Administration (BPA) and Idaho Power utilizing products introduced 
by NTTG members such as Ace Diversity Interchange (ADI) to enhance reliability, 
reduce operating costs, and enable new and diverse energy resource integration increases 
the viability and importance of this project as a “spoke” providing interconnectivity in the 
region. 
 

 
O. HOW EACH NTTG COST ALLOCATION PRINCIPLE WAS APPLIED IN THE 

ANALYSIS 
 
Principle 1 – cost causers should be cost bearers. As demonstrated in Section C, if the 
ultimate use of the project is to meet Idaho Power’s native and network load 
requirements, the costs will be born by the retail and wholesale customers according to 
existing OATT provisions and state jurisdictional processes. Additional users are directly 
accommodated through tariff pricing and recovery which results in an offset via revenue 
credits or System Peak Demand impacts on the transmission rate calculations and state 
jurisdictional revenue requirements. 
 
Principle 2 – consistency with requirements of state and federal processes. This proposed 
project is a direct result of state mandated IRP and federal OATT requirements to ensure 
compliance with all regulatory requirements. This project was identified in the IRP and 
NTTG processes to satisfy needs consistent with portfolio and queue requests, in addition 
to FERC Order 890 Attachment K transmission planning requirements. 
 
Principle 3 – reasonable cost recovery. As proposed by rolling in the project costs to 
existing rates and revenue requirements at both the federal and state levels, the project is 
expected to achieve full recovery and regulatory treatment, but no more. 
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Principle 3a – costs should be directly assigned based upon distribution of benefits. As 
proposed, the project costs will be directly allocated to users under existing OATT tariff 
provisions and revenue requirements including credits and system usage passed through 
to state jurisdiction load ratio uses of the transmission system. 
 
Principle 3b – economic project cost assignments. This project is not based directly upon 
economic efficiencies to reduce market congestion, but primarily upon reliable network 
service obligations. Transmission service requestors are assigned costs based upon their 
requests for service under existing FERC pricing methodologies including higher-of and 
rolled in calculations. Contractual obligations via the resultant service agreements 
provide for cost recovery of the prorated share of the project costs over the term of 
service agreement preventing cost shifting. Existing WECC rating processes prevent the 
service request or project from doing harm to network reliability or existing regional 
commercial capabilities. 
 
Principle 4 – network customers are held harmless. This project is directly related to 
providing increased service to native and network customer loads. Any third-party usage 
or requests result in a revenue credit directly offsetting revenue requirements and/or an 
increase in System Peak Demand resulting in a decrease of the transmission rate to all 
customers. Based upon the requirements and drivers of this project independent of 
additional uses, any Type 2 project costs and uses will serve to reduce costs to all users to 
the extent capacity is available beyond the needs of native and network customer loads. 
 

 
P. A DESCRIPTION OF ANY REGULATORY RULINGS NEEDED PRIOR TO 

EXAMINATION OF THE PROJECT 
 
At this time there are no outstanding regulatory rulings required to determine cost 
assignments of this project. However, the final outcome of the WECC rating process will 
determine the Total Transfer Capacity (TTC) of the project resulting in limits or 
opportunities of commercial activity on the project. Final rating results will determine the 
effective cost of energy transactions utilizing this project and Idaho Power’s transmission 
system.  Information presented in this document is intended to represent the bookends or 
range of outcomes for the projects and potential transactions. 
 

 
Q. ANY NTTG PLANNING COMMITTEE ANALYSIS PERTINENT TO THE 

PROJECT AND A DESCRIPTION OF HOW IT FITS INTO THE NTTG 
ANNUAL OR BIENNIAL PLAN 
 
The NTTG planning report located on the NTTG web site at   

 http://nttg.biz/site/index.php?option=com_content&task=view&id=13&Itemid=85
describes the process and resultant transmission projects identified to meet the needs 
identified in the NTTG plan. This project was specifically identified in the planning 
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process as an essential component of the “hub and spoke” development to meet the needs 
of the NTTG footprint and regional needs as identified by stakeholders in the public 
process. 
 

 
R. DESCRIPTION OF ANY PROPRIETARY OR COMMERCIALLY SENSITIVE 

INFORMATION APPLICANTS BELIEVE SHOULD REMAIN CONFIDENTIAL 
DURING THE REVIEW PROCESS  
 
Existing commercial negotiations and capacity allocations subject to confidentiality 
agreements with other entities will be disclosed at mutually agreeable times. 
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ATTACHMENT A 
 

PROJECT LOCATION - MAP 
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ATTACHMENT B 
 

NOTICE OF INTENT 
EXHIBIT H 
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ATTACHMENT C 
 

TRANSMISSION STUDY RESULTS 
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ATTACHMENT D 
 

NTTG TRANSMISSION USE ANALYSIS 
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