ORDER NO. 01-1107
ENTERED DEC 27 2001

Thisisan dectronic copy. Attachmentsmay not appear.
BEFORE THE PUBLIC UTILITY COMMISSION

OF OREGON
UM 1007

In the Matter of IDAHO POWER COMPANY's )
Application to Amend ) SUPPLEMENTAL ORDER
Order No. 01-307. )

DISPOSITION: ORDER NO. 01-307 AMENDED; WITH CONDITIONS

On October 31, 2001, Idaho Power Company filed an application, pursuant to
ORS 756.568, ORS 757.259 and OAR 860-027-0300, requesting the Commisson amend
Order No. 01-307.1 The basisfor the current request is detailed in Staff’ s recommendation memo,
attached as Appendix A.

Based on areview of the application and the Commission’ s records, the Commission
finds that this application satisfies gpplicable statutes and adminigtrative rules.
At itsregular public meeting on December 18, 2001, the Commission adopted Staff’ s recommendation
to approve Idaho Power Company's current request.

ORDER
IT ISORDERED THAT the supplementa application of Idaho Power Company to
amend Order No. 01-307 is granted, subject to the conditions, as further stated in Appendix A. All
other provisions of Order No. 01-307, shdl, to the extent not modified by this order, remainin full force
and effect.

Made, entered and effective

BY THE COMMISSION:

Becky L. Beier

Commission Secretary
A party may request rehearing or reconsideration of thisorder pursuant to ORS 756.561. A party may appeal this
order to a court pursuant to ORS 756.580.

1 The application was sent to the Public Utility Commission on October 30, 2001, and filed by the Administrative
Hearings Division on October 31, 2001.
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ITEM NO. 5
PUBLIC UTILITY COMMISSION OF OREGON
STAFF REPORT

PUBLIC MEETING DATE: December 18, 2001
REGULAR X CONSENT EFFECTIVE DATE January 1, 2001
DATE: December 11, 2001
TO: Phil Nyegaard through Lee Sparling and Ed Busch
FROM: Maury Gabraith and Ed Krantz

SUBJECT: |IDAHO POWER COMPANY: (Docket No. UM 1007) Reqguests amendment of
Order No. 01-307 to include in the power cost deferra mechanism certain costs
associated with the BPA credit and programs to reduce power supply expenses.

STAFF RECOMMENDATION:

We recommend that the Commission gpprove Idaho Power's application to amend Commission Order
No. 01-307 to include in the power cost deferra mechanism certain costs associated with programs to
reduce power supply expenses, with conditions. All costs are subject to a prudence review and
therefore subject to refund.

DISCUSSION:

On October 30, 2001, Idaho Power Company (Idaho Power or company) filed an application, thet
was docketed UM 1007. In thisfiling, the company requests the Commission to amend its Order No.
01-307 to dlow the company to include Oregon's dlocable share of the expenses incurred from
January 1, 2001 through December 31, 2001, associated with certain programs Idaho Power has
initiated in the state of Idaho to reduce system net power supply expenses, in the previoudy gpproved
deferred account. This application was filed pursuant to ORS 756.568, ORS 757.259 and OAR 860-
027-0300.

The original application filed by 1daho Power, dated December 19, 2000 and docketed as UM 1007,
requesting deferred accounting for its excess net power costs, included only the Oregon Demand Buy-
Back programs and inadvertently excluded Idaho programs that were implemented to reduce net
variable power costs on atotal system bass. Staff's preliminary review of these programs supports the
company's request to include the programs cogtsin the deferred account. A thorough review of each of
these programs as well asdl net power costs will be made during the prudence audit to be conducted in
early 2002. Any adjustments resulting from that audit can be made at a later date without any impact on
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current rates (the amortization is set a Sx percent of revenues and, based on the October 31, 2001
baance, will likdly continue for more than eighteen years).

A brief summary of the Idaho programsis asfollows:

() Temporary Mobile Generation
The leasing and operation of temporary mobile dectric generation facilities for generation of
additional power supply.
(b) Irrigation Voluntary Load Reduction
An energy conservation program for large irrigation cusomersduring the 2001 growing
Season.
(c) Large Power Voluntary Load Reduction
A temporary energy buy-back program gpplicable to indudtrid and large  commercid
customers of 1daho Power able to reduce their load by at least 1 MW.
(d) AdarisVoluntary Load Reduction
Adaris LLC (alarge power customer) and Idaho Power Company entered into an addendum to
the specid contract that alows Agtaris to receive credit at pre-defined below-market rates for
opting to not consume 50 MWs of energy.
(e) Mountain Home Generation
The congtruction and operation of two netural gas-fired combustion turbinesrated at
approximately 45 MWs each.
(f) Other
Credit from IDACORP Energy (Direct Assignment to Oregon)

Tota system net variable power costs as of October 31, 2001, totaled $433 million. That balance
includes about $163 million for the additiona programs in this current gpplication. If thisfilingis
gpproved these costs will flow through the UM 1007 deferra mechanism and be alocated to Oregor?.

The company aso filed an gpplication on October 17, 2001, also docketed under UM 1007,
requesting the Commission to include in Idaho Power's power cost deferrd mechanism a Bonneville
Power Administration (BPA) credit. After severd discussons between the company and Steff, it is
mutualy agreed that it is not necessary or reasonable to pursue including the BPA credit in the deferred
account because of the short time frame (the single month of October 2001) and the insignificant dollar
amount involved. The company has withdrawn the application for the BPA credit, so no action is
required.

History

2 The additional $163 million in total system cost equates to approximately $6 million on an Oregon basis after deferral
mechanism sharing ($163 million * 80% sharing * 4.78%) = Oregon allocation.
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On December 19, 2000, Idaho Power Company filed an application docketed as UM 1007 requesting
an accounting order authorizing the company to defer excess net power costsincurred as aresult of
extraordinarily high wholesale power prices. No party opposed the application.

Staff reviewed 1daho Power's UM 1007 filing as well as additiond information provided in response to
Staff data requests. The company's power supply costs were far greater than forecasted due to the
combination of high purchased power costs and bel ow-average hydroe ectric generating conditions. On
March 7, 2001, Staff proposed a mechanism for calculating Idaho Power's deferred excess power
costs. The parties discussed Staff's proposal a a settlement conference held on March 21, 2001. At
that meeting, Staff and the company agreed on a mechanism to calculate the company's deferred excess
power costs. The agreed-upon gpproach is virtudly the same as the Commission-approved approach
for both Portland Generd Electric Company and PacifiCorp in their dockets concerning deferra of
changes in net variable power costs. See OPUC Order Numbers 01-231 (PGE) and 01-420
(PacifiCorp).

Staff recommended and the Commission gpproved deferral of a portion of 1daho Power's excess net
power costs in Docket UM 1007 using the agreed-upon mechanism (Order No. 01-307).

Idaho Power filed an application on April 18, 2001, docketed UE 123, to implement tariff schedules
increasing its Oregon revenues by $774,950 (3 Percent). The Commission issued Order No. 01-408
effective May 2, 2001, gpproving the gpplication and requiring that a hearing be scheduled and ordering
that the rates are subject to refund. Subsequently, at the Commission's June 15, 2001 public mesting,
the Commission granted the company's request to delay implementation of the increase to June 18,
2001.

At the November 20, 2001 public meeting, the Commisson authorized the company to incresse the
amortization rate to Sx percen.

Alternatives

1. Staff recommends the Commission approve Idaho Power's request to modify Order No. 01-
307 and include the cost of the Idaho programsin the power cost deferral. We believe that
including these cogts in the deferral caculation for 2001 is fair and reasonable, aswell as
condstent with the intent of the original deferra authorization.

2. The Commission could determine that the origina order was specific to certain power costs and
the additiona programs were outside the scope of that authorization, and therefore only the
program costs that were incurred on and after the October 17, 2001 application date are
eigible for deferral. The Commission could decide that these programs were not part of the
origina application, and accordingly under ORS 757.259(3) cannot be deferred prior to the
date of the current application, which for these programs was October 17, 2001.

PROPOSED COMMISSION MOTION:

Idaho Power's application to amend Commission Order No. 01-307 to include in the power cost
deferra mechanism certain costs associated with programs to reduce power supply expenses be
4
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approved. Further, al program costs are subject to the results of a prudence review and therefore
subject to refund.
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