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2009 Annual Power Supply Expense True-Up

DISPOSITION: STIPULATION ADOPTED
I.

BACKGROUND

In Order No. 08-238,1 as amended by Order No. 09-373,2 the Public Utility
Commission of Oregon (Commission) adopted a Power Cost Adjustment Mechanism
(PCAM) for Idaho Power Company (Idaho Power). The PCAM procedure requires Idaho
Power to make an Annual Power Supply Expense True-Up (True-Up) filing every February
to calculate the deviation between actual net power supply expenses (NPSE) and the
expenses collected by the Company’s Combined Rate3 for a twelve-month period (the
preceding January through December). Under the PCAM, the deviation is evaluated to
determine eligibility for transfer to the Company’s Annual Power Supply Expense True-Up
Balancing Account (True-Up Balancing Account).4
Under the PCAM, the deviation is considered with regard to an asymmetrical
dead band around the Idaho Power’s Return on Equity (ROE), as authorized in the
Company’s last general rate case. A positive deviation (actual expenses exceed the expenses
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In Re Idaho Power Company’s Application for Authority to Implement a Power Cost Adjustment Mechanism,
Docket No. UE 195, Order No. 08-238 (Apr 28, 2008).
2
Docket UE 195, Order No. 09-373 (Sept 18, 2009).
3
Under Order No. 08-238, Idaho Power annually updates its NPSE included in its Oregon rates through an
automatic adjustment clause, referred to as the annual power cost update (APCU). The APCU and the True-Up
are both components of the PCAM. The APCU is comprised of two primary components: an October power
cost update and a March power cost 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 Idaho Power's net power supply expense based upon updated actual forecasted conditions.
The rates from the October Update and March Forecast are combined, and that combined rate (Combined
Rates) is then included in rates effective on June 1 of each year.
4
The True-Up Balancing Account tracks the Company’s Power Cost Adjustment (PCA), as quantified at the
end of each 12-month period ending December, together with 50 percent of the annual interest calculated at the
Company’s authorized cost of capital.
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recovered in rates) is reduced by the dollar equivalent of 250 basis points of the Company’s
ROE. A negative deviation (actual expenses are less than those recovered in rates) is reduced
by the dollar equivalent of 125 basis points of ROE before it would be shared with
customers—subject to other terms of the PCAM. If a positive deviation is smaller than the
upper dead band, or a negative deviation is less than the lower dead band, no amount will be
accounted for in the True-Up Balancing Account for that year.
On February 26, 2010, Idaho Power filed the Company’s 2009 calendar year
True-Up. The True-Up used the Company’s 2008 Results of Operations (ROO) report to
calculate a system-wide positive NPSE deviation of $41.6 million, with $1.9 million
allocated on an Oregon basis. Idaho Power calculated that the Oregon-based NPSE deviation
was within the dead bands calculated using the 2008 ROO. Accordingly, Idaho Power asked
the Commission to enter an order confirming that the Company correctly calculated, pursuant
to Order Nos. 08-238 and 09-373, the amount of the True-Up for later inclusion in rates as
$0.00, and that no amount should be added to the Company’s True-Up Balancing Account
for 2009.
A prehearing conference was held on April 7, 2010. On April 30, 2010,
Idaho Power filed supplemental testimony that calculated the dead band using the
Company’s 2009 ROO report. Although the upper and lower dead band values changed
when the updated ROO report was used, the Company’s conclusions did not.
On May 6, 2010, Staff and Idaho Power participated in a settlement
conference. On May 13, 2010, a Stipulation between Staff and Idaho Power (Stipulating
Parties) was filed with the Commission, along with supporting joint testimony.
II.

THE STIPULATION

The Stipulating Parties agree that Idaho Power correctly calculated, under
Order Nos. 08-238 and 09-373, the amount of the True-Up as $0.00 for later inclusion in
rates. Staff attests that the True-Up results in fair, just and reasonable rates for the
Company’s customers in Oregon. The Stipulating Parties also agree that Idaho Power will
not add any amount to the Company’s True-Up Balancing Account for 2009. For these
reasons, the Stipulating Parties recommend that the Commission adopt the Stipulation,
entering an order with its terms and conditions.
III.

DISCUSSION

The Commission encourages parties to a proceeding to voluntarily resolve issues to the
extent that settlement is in the public interest. The only parties to this docket are
Commission Staff (Staff) and Idaho Power. They have entered into a Stipulation that
resolves all outstanding issues. No party has filed an objection to the Stipulation.
The Commission examined the Stipulation, the supporting testimony and the
pertinent record in the case. The Commission concludes that the Stipulation is an appropriate
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