BEFORE THE IDAHO PUBLIC UTILITIES COMMISSION

IN THE MATTER OF THE JOINT APPLICATION OF IDAHO POWER COMPANY AND RAFT RIVER RURAL ELECTRIC COOPERATIVE, INC. FOR AUTHORITY TO SELL TO RAFT RIVER CERTAIN ELECTRIC DISTRIBUTION FACILITIES CURRENTLY OWNED BY IDAHO POWER COMPANY
)

)

)

)

)

)

)

)
CASE NO. IPC-E-00-17

ORDER NO.  28631

BACKGROUND

On November 14, 2000, Idaho Power Company and Raft River Rural Electric Cooperative filed a Joint Application requesting Commission approval of the sale to Raft River of certain Idaho Power electrical distribution facilities in southern Owyhee County, Idaho.  Idaho Power is an electric utility subject to the regulation of the Commission pursuant to Title 61, Idaho Code.  Raft River is a non-profit cooperative electric corporation incorporated under the laws of the state of Idaho providing retail electric service to approximately 2,800 customers in Idaho, Utah and Nevada.  Raft River is not subject to regulation by the Commission.  The Application was filed pursuant to Idaho Code § 61-328.

According to the Application, Idaho Power “has determined it would be desirable to sell and transfer its Nevada retail distribution operations to another independent utility.”  Joint Application p. 2-3.  As factors in reaching its determination, Idaho Power cites the difficulty of operating the small and remote Nevada service territory and its interest in providing potentially competitive services in the state of Nevada.  Tr. pp. 10-11.  Under an Asset Purchase Agreement executed by the parties, Idaho Power proposes to sell the distribution facilities, pertinent rights-of-way and personal property to serve approximately 1,250 Idaho Power customers in Nevada and approximately 90 customers in Idaho.  Idaho Power’s distribution line that serves its northern Nevada customers is also the only distribution line serving the small number of customers in Idaho, and there is no feasible way to supply service to the Idaho customers without using the distribution facilities in Nevada.  Thus Idaho Power cannot sell the Nevada portion of the line without also selling the relatively small portion of the distribution facilities located within Idaho.

In addition to the Asset Purchase Agreement, the parties executed a Power Supply Agreement to facilitate the transition of customers from Idaho Power to Raft River.  Idaho Power agreed to provide the electrical power to serve its former customers for an initial term of five years, with five one-year options thereafter.  The Power Supply Agreement is subject to approval by the Federal Energy Regulatory Commission (FERC) and, according to testimony presented at hearing, FERC has approved the agreement.   Tr. p. 17.

On December 1, 2000, the Commission issued a Notice of Application and Notice of Right to Intervene, and on December 19, 2000, issued a Notice of Hearing to convene a public hearing on the Joint Application on January 19, 2001.  No petitions to intervene were filed and the case proceeded to hearing with only Idaho Power, Raft River and the Commission Staff as parties. 

DISCUSSION

Pursuant to state law, the Idaho Public Utilities Commission is given the responsibility to review the sale of electric public utility property to ensure that (1) the transaction is consistent with the public interest, (2) the cost of electricity and service rates will not be increased because of the transaction, and (3) the buyer of the electric utility’s property has both the intent and the financial ability to operate the property in the public service.   Idaho Code § 61-328.  The testimony and exhibits presented at the hearing support the findings necessary for the Commission to approve the sale. The Asset Purchase Agreement covers all of Idaho Power’s Nevada distribution facilities and equipment, certificates of public convenience and necessity, its retail Nevada jurisdiction, and a small segment of Idaho distribution facilities that are on the end of a distribution feeder that runs through Nevada and turns back into Idaho.  Tr. p. 8. The Purchase Agreement provides for the sale of the distribution facilities and other electric assets at net book cost as stated on Idaho Power’s books and records.  Testimony indicated the total net book value is approximately $1.8 million, and only $80,000 is for the facilities located in Idaho.  Tr. pp. 10, 19.  The purchase price also includes Raft River’s share of prorated items (taxes, fees, and regulatory assessments relating to the assets) and prepaid expenses. Raft River has a cost and rate structure and customer service orientation similar to that of Idaho Power.  Tr. p. 12.

Under terms of the Power Supply Agreement, Idaho Power will provide energy for up to 10 years to the customers transferred to Raft River.  According to the testimony, the size of the transaction and loads to be served under the Power Agreement are so small that they will not affect Idaho Power’s electric rates in Idaho.  Tr. pp. 13, 20.  Idaho Power is not assuming any additional electric loads that would not be present if the transferred customers had remained customers of Idaho Power.  This transaction will have no adverse affect on Idaho Power’s water rights, water usage, or hydroelectric generating resources.  Tr. p. 14.

The evidence also demonstrates that Raft River has the bona fide intent and financial ability to successfully operate and maintain the retail and distribution facilities located in the state of Idaho.  Raft River currently serves consumers in a territory of over 3,750 square miles in Idaho, Nevada and Utah.  Tr. p. 28.  Raft River has 1,588 residential, 186 small commercial, 51 large commercial and 809 irrigation customers that utilize over 191,386 MWh of power.  Raft River will finance the acquisition with a 30-year note from the National Rural Utility Cooperative Finance Corporation.  Raft River’s existing retail rates are all equal to or lower than Idaho Power’s retail rates.  Tr. p. 29.  In addition, and consistent with its non-profit mandate, Raft River has committed to maintain the rates of the customers transferred from Idaho Power at present existing Idaho Power retail rates for at least one year.  Tr. p. 29.

We find that Raft River has the bona fide intent and financial ability to operate and maintain the sale property in the public service, based upon its extensive experience in providing electric service, its purchase of the Idaho Power assets at book value, and its favorable financial statements and ratios.  We also find the revenue reduction for Idaho Power from the transfer of customers will not adversely impact its remaining customers due to the concomitant reduction in expenses and sale of related distribution plant.  Nor will Idaho Power’s obligation to supply energy under the Power Supply Agreement adversely effect the Company or its Idaho customers.  The energy sold through the Power Supply Agreement is limited to a maximum of 15 MW over the 10-year contract period and can only be used for Raft River retail customers.  The Commission in its order explicitly limits the use of the power sold by Idaho Power under the Power Supply Agreement for use by customers in the exchanged customers’ service area only and prohibits use by other Raft River customers or wholesale sales outside the exchanged customer area.  The Commission reviewed customer service fees, policies and practices and found them to be similar between the two companies.

We find that the cost of electricity and rates for supplying service will not be increased by reason of the transaction, that Raft River has the bona fide intent and financial ability to operate and maintain said property in the public service and that the sale is consistent with the public interest.  Because the transaction satisfies the requirements of Idaho Code § 61-328(3)(a)-(c), the Commission approves the sale.
In order to confirm that the assets and expenses are transferred at book value, Idaho Power will provide no later than seven days prior to the closing date of the proposed transaction, schedules detailing the various components of the Asset Purchase Agreement purchase price.  Items to be provided should at least include schedules of the (1) assets transferred and their book value, (2) estimated items to be prorated, their value and the method by which the items are prorated between Idaho Power and Raft River and (3) estimated prepaid expenses to be transferred.  Idaho Power will also file no later than seven days prior to the closing date of the transaction the anticipated related accounting entries, and will also file the actual closing documents and related accounting entries no later than seven days after the closing date.

O R D E R

IT IS HEREBY ORDERED that the Joint Application of Idaho Power and Raft River for the sale and transfer of distribution facilities and service areas is approved.  The power sold by Idaho Power under the Power Supply Agreement shall be solely for use by customers in the service area acquired by Raft River in this transaction and may not be used by other Raft River customers or for wholesale sales outside the exchanged customer area.

IT IS FURTHER ORDERED that Idaho Power shall provide schedules detailing the various components of the purchase price and related accounting entries no later than seven days prior to the closing date of the transaction as previously discussed in this Order.  Idaho Power shall also file the actual closing statements and related accounting entries no later than seven days after the closing date.


THIS IS A FINAL ORDER.  Any person interested in this Order (or in issues finally decided by this Order) or in interlocutory Orders previously issued in this Case No. IPC‑E-00-17 may petition for reconsideration within twenty-one (21) days of the service date of this Order with regard to any matter decided in this Order or in interlocutory Orders previously issued in this Case No. IPC-E-00-17.  Within seven (7) days after any person has petitioned for reconsideration, any other person may cross-petition for reconsideration.  See Idaho Code § 61-626.

DONE by Order of the Idaho Public Utilities Commission at Boise, Idaho, this

day of January 2001.


DENNIS S. HANSEN, PRESIDENT


MARSHA H. SMITH, COMMISSIONER


PAUL KJELLANDER, COMMISSIONER

ATTEST:

Jean D. Jewell  

Commission Secretary
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