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BEFORE THE PUBLIC UTILITY COMMISSION

OF OREGON

UM 1147

In the Matter of

PUBLIC UTILITY COMMISSION OF
OREGON

Staff Request to open an investigation
related to deferred accounting.

ORDER

DISPOSITION: STIPULATION ADOPTED

I. BACKGROUND

On May 22, 2008, the Public Utility Commission of Oregon (Commission)
entered Order No. 08-263, adopting a new rate to be applied to deferred accounts during
amortization.1 The new rate is the average of the annual rates for one-, three- and five-year
Treasury securities plus 100 basis points (Modified Blended Treasury Rate).2 On the 60th
calendar day after the entry date for Order No. 08-263, the Commission ordered utilities to
apply the Modified Blended Treasury Rates to the balances of all deferred accounts in
amortization as of May 22, 2008, and thereafter. The Commission indicated, however, that
exceptions to the application of the new interest rate could be granted, and invited petitions
for exception.

On July 21, 2008, Idaho Power Company (Idaho Power or Company) filed a
petition for an exception to the application of the Modified Blended Treasury Rate to all of
the Company’s then existing deferred accounts in amortization. In Order No. 08-477,
entered on September 23, 2008, the Commission determined that the Modified Blended
Treasury Rate should not be applied to Idaho Power’s then existing deferred accounts in
amortization and granted an exception. The Commission concluded that Idaho Power’s
deferrals were amortized over too long a period to justify application of a short-term based
interest rate. As Idaho Power and Commission Staff (Staff) did not yet agree regarding an
alternative rate to be applied, the Commission directed Staff and the Company to continue
working together for a specified period of time (that was subsequently extended by request of

1 Re Public Utility Commission of Oregon Staff Request to Open an Investigation Related to Deferred
Accounting, Docket UM 1147, Order No. 08-263 at 15 (May 22, 2008).
2 Id.
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the parties) to develop an alternative rate. In the interim, the Commission ordered that the
Company’s authorized rate of return (AROR) be applied to all of Idaho Power’s then existing
deferred accounts in amortization.

After two settlement meetings, Staff and Idaho Power tentatively agreed to a
methodology to calculate an alternative interest rate for Idaho Power’s existing deferred
accounts in amortization and to the calculation of the alternative rate for year 2009 using this
methodology. On February 26, 2009, Staff circulated the proposed agreement among all
parties in Docket UM 1147, in accordance with OAR 860-014-0085(3). No comments or
objections to the proposed agreement were received. On April 22, 2009, a Stipulation and
Joint Explanatory Brief were submitted on behalf of Idaho Power and Staff (the Stipulating
Parties).

II. THE STIPULATION AND SUPPORT FOR THE STIPULATION

The Stipulation, attached to this order as Appendix A, provides for the
calculation of an interest rate alternative to the Modified Blended Treasury rate. The
Stipulating Parties agree that the alternative rate, called the Modified Blended Exception
Rate, shall be calculated pursuant to the methodology set forth in Attachment A to
Appendix A.

The Stipulating Parties further agree to apply the Modified Blended Exception
Rate to the balance in any Idaho Power deferred account for which the Company has
obtained an exception to the application of the Modified Blended Treasury Rate. The
Stipulating Parties agree that the Modified Blended Exception Rate for year 2009 is
calculated to be 3.78 percent. The Stipulation calls for this rate to be applied to the deferred
accounts excepted in Order No. 08-477.

The Stipulating Parties further agree that Staff will update the Modified
Blended Exception Rate by January 10 of each year. The updated Modified Blended
Exception Rate for each year shall be applied to deferred accounts for which Idaho Power
receives: 1) authorization in that year to begin amortization; and 2) authorization for
exception to the general applicability of the Modified Blended Treasury Rate.

The Stipulating Parties assert that the Modified Blended Exception Rate
complies with Order No. 08-477 by balancing the lower risk, in general, of rate recovery for
deferred accounts in amortization with the longer-term nature of certain Idaho Power
deferred accounts in amortization. The Stipulating Parties characterize the Modified Blended
Exception Rate as a “compromise between the Company’s AROR and the Modified Blended
Treasury Rate” that is “calculated to fall between these two rates in most envisioned
economic environments,” and one that results in just and reasonable rates.3

3 Joint Explanatory Brief, p. 4.
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III. DISCUSSION

We have examined the Stipulation, the Joint Explanatory Brief, and the record
in the case. We agree with the Stipulating Parties’ conclusion that the Modified Blended
Exception Rate, as applied to any Idaho Power deferred account in amortization for which
we have granted or will grant an exception from application of the Modified Blended
Treasury Rate, will result in just and reasonable rates. We concur with the Stipulating
Parties’ determination that Modified Blended Exception Rate appropriately balances the
lower risk of rate recovery associated with deferred accounts in amortization and the longer-
term amortization of the deferred accounts to which it will be applied.

We find the Stipulation’s methodology for calculating the Modified Blended
Exception Rate to be appropriate. We also agree that this calculation results in a Modified
Blended Exception Rate for year 2009 of 3.78 percent. Adopting this rate, it shall be applied
to Idaho Power’s deferred accounts in amortization for which we granted an exception from
application of the Modified Blended Treasury Rate in Order No. 08-477, as of the effective
date of this order.

We agree that Staff will update the Modified Blended Exception Rate each
year by January 10th of that year. The Modified Blended Exception Rate, as calculated for
each year, shall be applied to any deferred account authorized in that year for amortization
for which we also grant an exception from the Modified Blended Treasury Rate, on the
effective date of the exception.

We adopt the Stipulation in its entirety.

ORDER

IT IS ORDERED that:

1. The Stipulation, dated April 22, 2009, executed by Idaho Power
Company and Commission Staff and attached as Appendix A, is
adopted.

2. A Modified Blended Exception Rate of 3.78 percent is adopted for
2009.




















