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Authorization to defer for future rate recovery
certain excess net power supply expenses.
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)
)
)
)
)

ORDER

DISPOSITION: STIPULATION APPROVED

On July 1, 2005, Idaho Power Company, Commission Staff (Staff), and
the Citizens’ Utility Board of Oregon (CUB) submitted a stipulation and supporting
testimony, pursuant to OAR 860-014-0085, to enact the company’s deferral application.
The Stipulation is attached hereto as Appendix A.

On March 2, 2005, Idaho Power filed its application for a deferral of
excess net power expenses incurred between March 2, 2005, and February 28, 2006. The
Company filed testimony in support of its application on March 2 and April 20. CUB
filed its notice of intervention on March 29, and a prehearing conference was held on
April 4. All of the parties to this docket, the Company, Staff, and CUB, signed on to the
stipulation and joint testimony submitted on July 1.

According to the Stipulation, Idaho Power is experiencing near-record low
hydro conditions, outside the range of normal conditions. See Idaho Power/Staff/
Citizens’ Utility Board/100, Galbraith/Youngblood/Brown/3-4. The extreme conditions
will have a substantial financial impact on the Company and should be mitigated through
a deferred account. See id. at 4-5.

The parties agreed that the amount should be deferred pursuant to the
process set out in Order No. 01-307, which allows the company to recover the difference
between its actual costs and the base, set in its last rate case.1 On a system-wide basis,
the deferral will not apply to the first $31.38 million that is deferred, but the amount

1 For purposes of this proposed deferral, base net variable power costs will be the level set in Idaho Power’s
UE 167 general rate case.
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between $31.38 and $50.21 million that is deferred will be shared 50-50 between
customers and shareholders, and any deferred amount over $50.21 million will be shared
80-20 between customers and shareholders. Of that amount, 4.8 percent will be allocated
to the company’s Oregon customers. See Stipulation at 3. The amount to be deferred
will be subject to a prudence review and earnings test before being amortized in customer
rates. See ORS 757.259.

As discussed in UM 1071, our review of a deferral application begins with
whether the application may be approved under ORS 757.259(2)(e). See Order
No. 04-108 at 8. If the statute allows the deferral, we then use our discretion as to
whether to grant the application, considering the type of event that caused the request for
deferral and the magnitude of that event on the utility. See id.

In UM 1071, we rejected an application by the Portland General Electric
Company (PGE) for deferral of power costs related to a 1 in 4.5 hydro year. See id. at 9.
In this case, Idaho Power is facing the second-lowest annual inflow volume in the
company’s history. See Idaho Power/Staff/Citizens’ Utility Board/100,
Galbraith/Youngblood/Brown/4. In addition, in UM 1071 we rejected PGE’s application
because it only had an impact of 172 basis points of return on equity. See Order
No. 04-108 at 9. In contrast, in this case, Idaho Power estimates that if its base power
supply expense is adopted in the rate case, the excess power supply expense will have a
financial impact of 966 basis points of return on equity; if Staff’s base power supply
expense is adopted in the rate case, the excess power supply expense will have a financial
impact of 1,468 basis points of return on equity. See Idaho Power/Staff/Citizens’ Utility
Board/100, Galbraith/Youngblood/Brown/4. We find that, in this case, the event is
extraordinary enough and the magnitude of impact on the utility is substantial enough to
warrant deferral of related power costs.

Based on a review of the application and supporting testimony, the
Commission finds the Stipulation for the deferred application satisfies the relevant
statutes and administrative rules, and should be adopted.


















