
ORDER NO: 

ENTERED: 

12 17 6 
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UE 24 2  

In the Matter of 
ORDER 

IDAHO POWER COMPANY, 

2012 Annual Power Cost Update. 

DISPOSITION: STIPULATION ADOPTED; ANNUAL POWER COST 
UPDATE ACKNOWLEDGED 

In this order, we adopt a stipulation that resolves all issues related to Idaho Power 
Company's 2012 Annual Power Cost Update. The stipulation updates the company's net 
power supply expense and results in new rates effective June 1,  2012. These new rates 
will result in an average increase of 4 .03 percent for Idaho Power's customers in Oregon. 

I. BACKGROUND 

In Order No. 08- 238, this Commission approved a Power Cost Adjustment Mechanism 
(PCAM) and an Annual Power Cost Update (APCU) for Idaho Power to allow the 
company the greater ability to recover net power supply expenses in a timely manner. 
The APCU, at issue in this proceeding, is an automatic adjustment clause to prospectively 
update Idaho Power's net power supply expenses included in rates for its Oregon 
customers. 

The APCU has two components-the October Update and the March Forecast. The 
October Update contains the company's forecasted net power supply expense reflected 
on a normalized and unit basis for an April through March test period. The March 
Forecast contains the company's net power supply expense based upon updated actual 
forecasted conditions. 

The APCU's revenue requirement is allocated to individual customer classes on the basis 
of the total generation-related revenue requirement approved in the company's last 
general rate case. Idaho Power adjusts its base rates to reflect changes in revenue 
requirement related to the October Update, while the rates resulting from the March 
Forecast are listed on Schedule 55. The rates associated with the October Update and the 
March Forecast become effective on June 1 of each year. 
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On October 20,2011, Idaho Power filed testimony and exhibits in support of its 2012 
APCU. The October Update included updated plant capacities for all company owned 
resources, updated sales and load forecasts, changes in natural gas and coal prices, and 
expenses related to contracts entered into pursuant to the Public Utility Regulatory 
Policies Act 6f 1978 (PURP A). The October Update also included the costs and benefits 
associated with Idaho Power's new Langley Gulch power plant-a 300 megawatt (MW) 
combined-cycle natural gas plant that is currently under construction. 

On March 22, 2012, Idaho Power filed its 2012 March Forecast, which consisted of direct 
testimony describing the company's updated estimate of the expected net power supply 
expense. In the March Forecast, the company updated fuel prices, forecast normalized 
sales and loads, forecast hydro generation, known power purchases and sales, and the 
forward price curve. The March Forecast included significantly greater PURPA 
expenses-an increase of nearly 50 percent over last year's March Forecast. 

Combining the October Update and the March Forecast, Idaho Power reports a unit cost 
of$20.77 per megawatt-hour (MWh), which is $2.79 per MWh more than last $17.98 per 
MWh adopted in the company's 2011 APCU. 

The Citizens' Utility Board of Oregon (CUB) and Commission Staff participated as 
parties in this proceeding. In opening testimony, Staff identified that the large increase in 
purchases required under PURP A accounted for approximately 70 percent of the increase 
in Idaho Power's net power supply expense. Staff further identified an increased in Idaho 
Power's load growth and coal costs as other factors contributing to the increased costs. 

Following the filing of testimony and settlement discussions, the parties reached informal 
resolution of all issues. On May 4 ,  2011, Idaho Power, CUB, and Staff jointly submitted 
a stipulation resolving all issues among the parties which resulted in a revised APCU, 
updating the company's net power supply expense and resulting in new rates, to be 
effective June 1, 2012. The stipulation is attached as Appendix A. Motions filed by 
Idaho Power, CUB, and Staff to admit the prefiled testimony and stipulation into the 
record are hereby granted. 

II. STIPULATION 

The parties agree to a unit cost of$20.76 per MWh, which is one cent less than the 
amount calculated by the company by combining the revised 2012 October Update and 
March Forecast. This amount excludes the costs and benefits associated with the 
Langley Gulch power plant, which the company agreed to remove because the plant is 
not scheduled to be online until part way through the test period. 

The parties also agree that the calculation of the agreed upon unit cost is correct and in 
conformance with the methodology adopted in Order No. 08-238, and that the resulting 
rates are fair, just, and reasonable. 

2 
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We have reviewed the testimony and supporting exhibits in this case, the stipulation and 
the joint explanatory brief. Based on that review, we find that the stipulated unit of 

$20.76 per MWh conforms to the methodology adopted in Order No. 08-238. We further 
find that Idaho Power's allocation methodology conforms to the methodology adopted in 
Order No. 10-191. 

Based on those findings, we conclude that the rates resulting from the terms of the 
stipulation are just and reasonable, and should be made effective on June 1, 2012. These 
new rates will result in an average increase of 4 .03 percent for Idaho Power's customers 
in Oregon. 

IT IS ORDERED that: 

IV. ORDER 

1. The stipulation filed by Idaho Power Company, the Citizens' Utility Board of 
Oregon, and the Staff of the Public Utility Commission of Oregon, attached as 
Appendix A, is adopted. 

2. The 2012 Annual Power Cost Update is acknowledged as being in compliance 
with the Commission's rules and prior decisions. 

3. Idaho Power Company must file new tariffs consistent with this order to be 
effective no earlier than June 1, 2012. Advice No. 12-08 is pennanently 
suspended. 

Made, entered and effective ____ M_AY _l
_
8_20

_
1
_
2 ____ . 

6tt111· '- (_( . (fJU£AJL/l./''-
susan K. Ackerman 

Commissioner 

Stephen M. Blooml-i� 
Commissioner 

A party may request rehearhrg 6r'nic�nsideration of this order pursuant to ORS 756.561. A 
request for rehearing or reconsideration must be filed with the Commission within 60 days 
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of the date of service of this order. The request must comply with the requirements in 
OAR 860-014-0095. A copy of any such request must also be served on each party to the 
proceeding as provided by OAR 860-013-0070(2). A party may appeal this order by filing a 
petition for review with the Court of Appeals in compliance with ORS 183.480-183.484. 
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7 This Stipulation resolves all issues among the parties to this Stipulation related to 

8 Idaho Power Company's ("Idaho Power" or "Company") 2012 Annual Power Cost Update 

9 ("APCU") filed pursuant to Order No. 08-238.1 The APCU updates the Company's net power 

10 supply expense and results in new rates, to be effective June 1, 2012. 

11 PARTIES 

12 1. The parties to this Stipulation are Staff of the Public Utility Commission of Oregon 

13 ("Staff'), the Citizens' Utility Board of Oregon (CUB) and Idaho Power Company (together, the 

14 "Stipulating Parties"). 

15 BACKGROUND 

16 2. Pursuant to Order No. 08-238, Idaho Power annually updates its net power 

17 supply expense included in rates through an automatic adjustment clause, the APCU. The 

18 APCU is comprised of two components-an "October Update" and a "March Forecast." The 

19 October Update contains the Company's forecasted net power supply expense reflected on a 

20 normalized and unit basis for an April through March test period. The March Forecast contains 

21 the Company's net power supply expense based upon updated actual forecasted conditions. 

22 Pursuant to Order No. 10-1912 the Company allocates the APCU revenue requirement to 

23 

24 

25 

26 

Page 1 

1 Re Idaho Power Company's Application for Authority to Implement a Power Cost Adjustment 
Mechanism, Docket UE 195, Order No. 08-238 (Apr. 28, 2008). 

2 Re Idaho Power Company's 2010 Annual Power Cost Update, Docket UE 214, Order No. 10-191 
(May 24, 201 0). 
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1 individual customer classes on the basis of the total generation-related revenue requirement 

2 approved in the Company's last general rate case, instead of the previous equal cents per 

3 kWh approved in Order No. 08-238. Order No. 10-191 also directs the Company to adjust its 

4 base rates to reflect changes in revenue requirement related to the October Update, while the 

5 rates resulting from the March Forecast are listed on Schedule 55. The rates associated with 

6 the October Update and the March Forecast become effective on June 1 of each year. 

7 3. On October 20, 2011, Idaho Power filed testimony and exhibits for the 2012 

8 APCU ("2012 October Update").3 Pursuant to Order No. 08-238 the 2012 October Update 

9 updated the following variables: loads, fuel prices, transportation costs, maintenance rates, 

10 heat rates, and forced outage rates for themral plants4 The test period for the 2012 October 

11 Update was April 2012 through March 2013 and included updated plant capacities for all 

12 Company owned resources and updated sales and load forecast5 The 2012 October Update 

13 specifically accounted for changes in natural gas and coal prices, generation and expenses 

14 related to contracts entered into pursuant to the Public Utility Regulatory Policies Act of 1978 

15 ("PURPA''), and the addition of the Company's Special Contract with Hoku Materials, Inc. 

16 ("Hoku"). 6 The 2012 October Update also included the costs and benefits associated with the 

17 Company's new Langley Gulch power plant, which is a 300 megawatt ("MW') combined-cycle 

18 natural gas plant that is currently under construction. Idaho Power anticipates that the. plant 

19 will be online in July 2012.7 

20 4. The 2012 October Update resulted in a cost per unit of $19.07 per megawatt-

21 

22 

23 

24 

25 

26 

Page 2 

hour ("M\Nh"). 8 During discovery Idaho Power discovered an error in how it had calculated its 

3 See Idaho Power/1 00. 

4 Idaho Power/1 00, Wright/2. 

5 Idaho Power/1 00, Wright/2. 

6 Idaho Power/1 00, Wright/2-6. 

7 Idaho Power/1 00, Wright/3. 

'Idaho Power/100, Wright/7. 
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1 PURPA expenses. Correcting for this error resulted in a reduction of nine cents to the 2012 

2 October Update cost per unit. 9 The October Update unit cost that became effective June 1, 

3 2011, was $16.96 per MWh.10 

4 5. On October 27, 2011, CUB filed its Notice of Intervention. On November 28, 

5 2011, Administrative Law Judge Sarah K. Wallace held a prehearing conference at which the 

6 parties to Docket UE 242 agreed upon a procedural schedule that would allow the Public 

7 Utility Commission of Oregon ("Commission") to issue an order on Idaho Power's 2012 APCU 

8 prior to June 1, 2012-" 

9 6. Staff and CUB served discovery on Idaho Power and conducted a thorough 

10 investigation of the 2012 October Update. On January 25, 2012, Staff and CUB filed Opening 

11 Testimony addressing the 2012 October Update. In that testimony, CUB indicated that it had 

12 analyzed the 2012 October Update and raised several issues through discovery that were 

13 adequately addressed by the Company. CUB also advised that it would review the March 

14 Forecast and then determine whether to provide substantive testimony.12 

15 7, Staff's testimony discussed the primary factors affecting the Company's 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 
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requested increase in net power supply expenses. Staff identified the large increase in 

PURPA contracts, which accounts for approximately 70 percent of the increase, as the 

primary driver of this year's increase in net power supply expenses.13 Staff's testimony also 

described the analysis Staff performed and concluded that the Company's 2012 October 

Update conformed to the requirements of Order No. 08-238 and that the Company's analysis 

and calculations were correct.14 

9 Idaho Power/203. 
10 Idaho Power/1 00, Wright/7. 

11 Re Idaho Power Company's 2012 Annual Power Cost Update, Docket UE 242, Prehearing 
Conference Memorandum at 1 (Nov. 29, 2011). 
12 See CUB/100, Feighner/1-2. 

13 See Staff/100, Schue/1. 

14 See Staff/100, Schue/10. 
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1 8. On March 9, 2012, the Company filed an Application and supporting testimony 

2 requesting the inclusion of the costs and benefits of Langley Gulch in the Company's revenue 

3 requirement. A decision in that docket is expected April 1, 2013. 

4 9. The procedural ;schedule called for a settlement conference on February 14, 

5 2012, and for all parties to file reply testimony on March 19, 2012. However, because there 

6 were no disputes among the parties at that time, the parties cancelled the settlement -

7 conference and Chief Administrative Law Judge Michael Grant granted Staff's Motion to 

8 Modify the procedural schedule and removed from the schedule the date for parties to file 

9 reply testimony.15 

10 10. Thereafter, on March 22, 2012, the Company filed its 2012 March Forecast, 

11 which consisted of direct testimony describing the Company's estimate of the expected net 

12 power supply expense for the upcoming water year-April 2012 through March 2013.15 Order 

13 No. 08-238 calls for the March Forecast to update the following variables: fuel prices, 

14 transportation costs, wheeling expenses, planned and forced outages, heat rates, forecast of 

15 normalized sales and loads updated for significant changes since the 2012 October Update, 

16 forecast hydro generation, wholesale power purchase and sale contracts, forward price curve, 

17 PURPA expenses, and the Oregon state allocation factor.17 

18 11. In this year's filing, however, the only variables that had changed since the 2012 

19 October Update were fuel prices, forecast normalized sales and loads, forecast hydro 

20 generation, known power purchases and sales, and the forward price curve.18 The fuel prices 

21 were updated to reflect changes in forecast natural gas and coal costs.19 The sales and load 

22 ----------

23 

24 

25 

26 
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forecast was updated to reflect a revised delivery schedule for Hoku, which resulted in a 

reduction in the forecast load 20 The hydro update, based upon updated streamflow forecasts 

and reservoir levels, reflected the fact that this year's forecasts are slightly lower than last 

year's!1 The 2012 March Forecast also included significantly greater PURPA expenses-an 

increase of nearly 50 percent over last year's March Forecast.22 

12. In conformance with the requirements of Order No. 08-238, the Company 

calculated a cost per unit for the 2012 March Forecast of $20.86 per MWh, which is $2.83 per 

MWh more than last year's cost per unit of $18.03 per MWh.23 

13. Combining the revised 2012 October Update24 and 2012 March Forecast 

resulted in a cost per unit of $20.77 per MWh.25 

14. The 2012 March Forecast also included the Company's proposed rate spread 

used to spread the revenue requirement to the various customer classes. The Company's 

proposed allocation conformed to the methodology approved by the Commission in Order No. 

10-191.26 

15. On March 22, 2012, the Company als? filed Tariff Advice No. 12-08, which 

included the revised tariff sheets for the 2012 October Update and March Forecast. The rate 

effective date on the revised tariff sheets is June 1, 2012. 

16. A second settlement conference was scheduled for March 30, 2012 and took 

place on that date. . While the parties discussed substantive issues the results of the 

20 Idaho Power/200, Wright/4-5. 
2 1 Idaho Power/200, Wright/5. 
2 2 Idaho Power/200, Wright/6. 
"Idaho Power/203. 

24 Rather than the filed $19.07 per MWh that was included in the original 2012 October Update, the 
calculation reflected in Idaho Power/203 used $18.98, which corrected for an erroneous PURPA 
expense calculation. 

25 Idaho Power/203. 
26 Idaho Power/200, Wright/? -9; Re Idaho Power Company's 2010 Annual Power Cost Update, Docket 
UE 214, Order No. 10-191 (May 24, 2010). 
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1 settlement conference were inconclusive. However, the Company did agree to recalculate 

2 some of its proposed numbers and provide those to the parties. Thereafter Staff moved to 

3 suspend the schedule and Chief Administrative Law Judge Michael Grant granted Staff's 

4 motion.27 

5 17. At the time the schedule was suspended CUB was not yet on board with the 

6 positions that Staff and the Company were taking. Rather than undo the suspension CUB 

7 agreed to wait for the Company's recalculations and to then determine whether CUB was on 

8 board with the Staff/Company settlement. 

9 18. On April 26, 2012, the Company provided the promised recalculations in the 

10 body of the draft Stipulation. Upon review of the draft Stipulation CUB detemnined that it was 

11 able to join the Stipulation. 

12 19. This Stipulation, presented on behalf of all parties to the docket, resolves all 

13 issues in the docket. 

14 AGREEMENT 

15 20. The Stipulating Parties agree to a cost per unit of $20.76 per MWh, which is one 

16 cent less than the amount calculated by the Company by combining the revised 2012 October 

17 Update and March Forecast. This amount reflects the Company's filed cost per unit after the 

18 removal of the costs and benefits associated with the Langley Gulch power plant. Because 

19 the Langley Gulch power plant is not scheduled to be online until part way through the test 

20 period, the Stipulating Parties agree to the removal of the costs and benefits associated with 

21 the plant from the rates that will be effective June 1, 2012. 

22 21. The Stipulating Parties also agree that the calculation of the agreed upon cost 

23 per unit rate is correct and in conformance with the methodology adopted by the Commission 

24 in Order No. 08-238 and the Stipulating Parties agree that the rates resulting from the agreed 

25 upon cost per unit are fair, just, and reasonable. 

26 27 Re Idaho Power Company's 2012 Annual Power Cost Update, Docket UE 242, Ruling (April 5, 2012). 
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1 22. The Stipulating Parties agree that the terms of this Stipulation should be made 

2 effective on June 1, 2012. 

3 23. The Stipulating Parties agree that the Company's allocation methodology 

4 conforms to that adopted by the Commission in Order No. 10-191. The results of this 

5 allocation are set forth in Attachment 1 to this Stipulation. 

6 24. The Stipulating Parties agree to submit this Stipulation to the Commission and 

7 request that the Commission approve the Stipulation as presented. The Stipulating Parties 

8 agree that the. adjustments and the rates resulting from the Stipulation are fair, just, and 

9 reasonable. 

10 25. This Stipulation will be offered into the record of this proceeding as evidence 

11 pursuant to OAR 860-001-0350(7). The Stipulating Parties agree to support this Stipulation 

12 throughout this proceeding and any appeal, (if necessary) provide witnesses to sponsor this 

13 Stipulation at the hearing, and recommend that the Commission issue an order adopting the 

14 settlements contained herein. 

15 26. If this Stipulation is challenged by any other party to this proceeding, the 

16 Stipulating Parties agree that they will continue to support the Commission's adoption of the 

17 terms of this Stipulation. The Stipulating Parties agree to cooperate in cross-examination and 

18 put on such a case as they deem appropriate to respond fully to the issues presented, which 

19 may include raising issues that are incorporated in the settlements embodied in this 

20 Stipulation. 

21 27. The Stipulating Parties have negotiated this Stipulation as an integrated 

22 document. If the Commission rejects all or any material part of this Stipulation, or adds any 

23 material condition to any final order that is not consistent with this Stipulation, each Stipulating 

24 Party reserves its right, pursuant to OAR 860-001-0350(9), to present evidence and argument 

25 on the record in support of the Stipulation or to withdraw from the Stipulation. Stipulating 

26 
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1 Parties shall be entitled to seek rehearing or reconsideration pursuant to OAR 860-001-0720 

2 in any manner that is consistent with the agreement embodied in this Stipulation. 

3 28. By entering into this Stipulation, no Stipulating Party shall be deemed to have 

4 approved, admitted, or consented to the facts, principles, methods, or theories employed by 

5 any other Stipulating Party in arriving at the terms of this Stipulation, other than those 

6 specifically identified in the body of this Stipulation. No Stipulating Party shall be deemed to 

7 have agreed that any provision of this Stipulation is appropriate for resolving issues in any 

8 other proceeding, except as specifically identified in this Stipulation. 

9 29. This Stipulation may be executed in counterparts and each signed counterpart 

10 shall constitute an original document 

11 This Stipulation is entered into by each Stipulating Party on the date entered below such 

12 Stipulating Party's signature. 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

Page 8 

STAFF 

By: 9::L. A,blb 
Date: � '1, 2Q2 ) I 

IDAHO POWER 

By: -----------------------
Date: ____________________ _ 

STIPULATION: UE 242 

CITIZENS' UTILITY BOARD OF OREGON 

By: ----------------
Date: _____________ _ 
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By: --
-----------------

Pate: _______________ _ 

STIPULATION: UE 242 

CITIZENS' UTIUTY BOARD OF OREGON 

�·�. -c�;f/ • �/J . 
By: C ;:( / ,, / {/"----
Date: '5 -4--= ";K?l L-
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