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IDAHO POWER COMPANY

Application for an Accounting Order
regarding Certain Excess Net Power Supply
Expenses

ORDER

DISPOSITION: STIPULATION ADOPTED

I. BACKGROUND

Idaho Power Company (Idaho Power or the Company) generates more than
one-half of its power through hydroelectric generation. When average streamflows are low,
the Company must rely on costlier sources of power. For example, when Idaho Power’s
hydroelectric generation is reduced due to low streamflow conditions, the Company’s five
thermal generating plants, which produce electricity at higher cost than hydroelectric
generation plants, are used more extensively.

Streamflows during the 2007 to 2008 water year were at record lows. Indeed,
it has been asserted in this proceeding that “annual inflows into Brownlee during the 2007
water year averaged approximately 13,900 cubic feet per second which is thirty-two percent
lower than normal.”1(emphasis in original).

On April 30, 2007, Idaho Power made a filing (Application) that requested
authorization from the Public Utility Commission of Oregon (Commission) to defer excess
net power supply expenses incurred during the extraordinarily low streamflow water year of
2007 to 2008. On May 4, 2007, the Citizens’ Utility Board of Oregon (CUB) noticed its
intervention in this proceeding. Before a procedural schedule was established, Commission
Staff (Staff), Idaho Power and CUB agreed to delay consideration of the Application pending
the Commission’s decision in docket UE 195, Idaho Power’s application for a power cost
adjustment mechanism.

On April 28, 2008, the Commission adopted a Power Cost Adjustment
Mechanism (PCAM) and an Annual Power Cost Update (APCU) for Idaho Power in

1 Brief in Support of Stipulation, p. 2.
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docket UE 195, Order No. 08-238. The Commission approved the PCAM and the APCU for
Idaho Power due to the Company’s unique reliance on hydroelectric generation and
the associated ratemaking issues.2 The APCU is comprised of two primary components:
an October Power Cost Update (October Update) and a March Power Forecast (March
Forecast).

Idaho Power had already filed, on March 24, 2008, a March forecast for 2008
together with tariffs proposing new rates (Schedules 55 and 56). On July 18, 2008, Idaho
Power filed a Motion for Clarification of Order No. 08-238. The motion asked the
Commission to clarify whether the deferral statute, ORS 757.259, applies to the Company’s
PCAM. In Order No. 08-491, docket UE 195, the Commission determined that it does apply,
and construed the Company’s filing of March 24, 2008 to be an application for deferred
accounting. Order No. 08-491 grants Idaho Power deferral authority for power supply
expense deviations under its PCAM for up to 12 months beginning March 24, 2008.

With the PCAM in place and operating, Staff and the parties agreed to resume
consideration of the Application. On January 29, 2009, a prehearing conference was held in
this docket. A procedural schedule to address the Company’s Application was established on
February 2, 2009. Idaho Power, Staff, and CUB (the Stipulating Parties) met for a settlement
conference on February 17, 2009. On March 5, 2009, the procedural schedule was
suspended to facilitate a stipulation among the Stipulating Parties. On April 8, 2009, the
Stipulating Parties filed a Stipulation and a Brief In Support of Stipulation (Stipulating
Parties’ Brief).

II. THE STIPULATION

The Stipulation, attached to this order as Appendix A, provides that the
Stipulating Parties agree that the excess net power supply expense (NPSE) of Idaho Power in
its Oregon jurisdiction should be calculated and deferred for the period of May 1, 2007,
through March 23, 2008, the beginning date of the deferral authority granted to the Company
in Order No. 08-491. The Stipulating Parties determined that the excess NPSE for the
deferral period was the result of extraordinarily low streamflow conditions for the 2007 to
2008 water year. As Idaho Power’s 2007 Oregon jurisdictional earnings were 3.129 percent,
which is well below the Company’s authorized return of 7.83 percent, the Stipulating Parties
agree that the Company would incur a significant financial impact if the excess NPSE are not
deferred.

The Stipulating Parties agree that the total NPSE, and therefore the total
amount deferred, should be calculated by dividing the deferral period into two time periods.
The Stipulating Parties agree that a different methodology should be used to calculate the
NPSE for each period.

Period One of the total deferral period extends for the 8 months from
May 1, 2007 through December 31, 2007. Idaho Power’s actual NPSE during this period
was $232,332,940, on a system-wide basis. This sum exceeded the amount authorized for

2 Order No. 08-238, p. 1.
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recovery in rates for the same period by $196,708,813 on a system-wide basis, and by
$9,383,010 on an Oregon jurisdictional basis. The Stipulating Parties use the methodology
set forth in section B of the Stipulation to calculate the excess NPSE for Period One.
Exhibit A to Appendix A sets forth the actual calculation of the NPSE for Period One. This
methodology yields a net deferral amount for Period One of $5,500,307, which the
Stipulating Parties agree represents a fair and reasonable amount.

Period Two of the total deferral period extends from January 1, 2008 through
March 23, 2008. The Stipulating Parties request that Idaho Power’s Period Two NPSE be
deferred pursuant to the PCAM agreement established in Order No. 08-238.

The Stipulating Parties agree that the costs serving as the basis for the deferral
amounts appear to be prudently incurred, but indicate that the amounts are subject to a
prudence review and earnings test at the time amortization is requested. The Stipulating
Parties further agree that the total deferral amount authorized in this proceeding will not be
amortized until after the deferrals authorized in Order No. 01-307 (docket UM 1007) and
Order 07-555 (docket UM 1261)—and any other amounts approved for amortization prior to
the Commission’s approval in this docket—have been fully amortized. Idaho Power will
request amortization of this deferral amount before all previously amortized deferrals are
fully amortized.

The Stipulating Parties agree that interest should accrue monthly on the
unamortized portion of the deferred amount at the Company’s authorized rate of return
beginning at the end of the total deferral period (December 31, 2007) until the effective date
of an alternative interest rate for Idaho Power’s deferred accounts in amortization to be
determined in docket UM 1147.3

III. DISCUSSION

In Order No. 05-871, entered on July 28, 2005, docket UE 167, the
Commission recognized that Idaho Power’s system is uniquely reliant on hydroelectric
generation. We also acknowledged that this reliance may result in regular excess power
supply expenses outside normalized costs predicted in rate case proceedings. We directed
Idaho Power to work with Staff and other parties to develop an alternative regulatory
mechanism to address the Company’s irregular power costs. In Order No. 08-238, we
approved a PCAM for Idaho Power, and in Order No. 08-491 we approved the Company’s
application to defer excess power costs under the terms of the PCAM.

In the interim, between Order No. 05-871 and March 23, 2008 (the beginning
date of the deferral authority granted to Idaho Power in docket UE 195, Order No. 08-491),
stream flows during the 2007 to 2008 water year sunk to record lows, however. As a result,
Idaho Power filed this Application to defer excess NPSE for its Oregon jurisdiction for the
period of May 1, 2007 through March 23, 2008.

3 A stipulation establishing an alternative interest rate for deferred accounts in amortization for Idaho Power is
currently under consideration by the Commission in docket UM 1147.


































