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On March 11, 2002, Idaho Power Company (Idaho Power, Company) filed an Application (Application) for an energy cost financing order authorizing the issuance and sale of up to $172,000,000 in Energy Cost Recovery Bonds (Bonds).  The Application further requested that the Commission allow Idaho Power to impose a usage-based Energy Cost Bond Charge (Bond Charge) ranging between 0.50 cents/kWh and 0.65 cents/kWh.  Application at 18.  Pursuant to Idaho Code § 61-1503(7), the Commission must approve or disapprove within 45 days of the Application, i.e., April 25, 2002.

STATUTORY AND REGULATORY OVERVIEW


Last year the Idaho Legislature passed Senate Bill 1255, which added Chapter 15 entitled “Energy Cost Recovery Bonds” to Idaho Code Title 61.  By doing so, the Legislature intended to facilitate the recovery of large energy cost increases through Power Cost Adjustments (PCA) by issuing bonds.  Idaho Code § 61-1501.   Thus, the legislation provides the Commission and public utilities with a mechanism to recover increased costs while leveling the rate impact on customers.  Id.  


More specifically, this legislation authorized the Commission to issue “energy cost financing orders” in favor of a public utility seeking to recover “energy cost amounts.”  Energy cost financing orders create “energy cost property” transferable by an electric or gas public utility to an assignee, which may in turn issue Bonds secured by energy cost property.  Idaho Code §§ 61-1503(9) and 61-1504(2).  Idaho Code § 61-1502(5) defines “energy cost amounts” to include: an electric utility’s PCA, the costs of issuing, supporting and servicing its assignee’s Bonds, the costs of retiring and refunding its existing debt and equity securities in connection with the issuance and sale of Bonds, and taxes related to the recovery of the Bond Charge.  The legislation also authorizes the imposition and collection of a Bond Charge, which must be reflected on bills of the utility’s Idaho customers.  Idaho Code §§ 61-1502(6) and 61-1503.


Idaho Code § 61-1503(2) states that the Commission shall not issue an energy cost financing order unless the sum of: (1) any PCA then in effect, (2) any Bond Charge then in effect, and (3) the amount identified in the utility’s Application by which the PCA would need to be increased absent an issuance of Bonds, exceeds a minimum amount previously approved by the Commission.  In June 2001, the Commission established this minimum threshold amount as one cent per kWh (approximately $128,000,000) in Case No. IPC-E-01-19.  Order No.  28761.  

THE APPLICATION

A.  Minimum Threshold Met


The Company stated approximately $262,000,000 can presently be included for recovery through the PCA mechanism.  Application at 4.  This amount includes: (1) approximately $82,000,000 in excess power supply costs beyond the 2000-2001 forecast, (2) approximately $15,000,000 in forecasted power supply costs for the 2002-2003 PCA year, (3) approximately $147,000,000 of voluntary load reduction payments to irrigators and Astaris for the 2001-2002 PCA year, and (4) the unamortized balance of the previously authorized PCA charge for the period of October 1 through September 30, 2002, which is approximately $18,000,000 as of May 16, 2002.  Id.  Because the recoverable PCA amounts total approximately $262,000,000, Idaho Power asserted that the amount by which the PCA would need to be increased absent an issuance of Bonds exceeds the one cent per kWh minimum threshold amount previously approved by the Commission.  Id.

B.  The Public Interest

The Company argued that the proposed sale and issuance of Bonds will better serve the public interest than collecting the recoverable PCA amounts over a one-year period.  Id. at 5.  Idaho Power stated that issuing the Bonds in lieu of a conventional one-year financing will significantly reduce its cost of financing the recoverable PCA amounts and will spread the impact of those costs over a longer period of time.  Id. 

According to the Application, the net proceeds from the Bonds will be used for general corporate purposes.  Id.  The Company further alleged that the proposed issuance and sale of the Bonds is for a lawful object within Idaho Power’s corporate purposes, is consistent with its proper performance as a public utility, and is compatible with the public interest.  Id. at 5-6.  

C.  The Nature of the Bonds

Idaho Power stated that the Bonds are to be issued in the form of notes of the Special Purpose Financing Entity (SPE).  Id. at 9.  These notes would be obligations of the SPE and will not constitute a debt, liability or other legal obligation of Idaho Power or the State of Idaho.  Id.  Idaho Power requested authority to issue the Bonds at any time during the period that begins on the date the Commission renders an Order approving the issuance and ends on the first anniversary of the date when that Order became non-appealable.  Id.  The amortization schedule for each series of Bonds should provide for their retirement in full within approximately three years after issuance.  Id. at 10.  

According to its Application, the Bonds are expected to be in the highest long-term rating category of one or more nationally recognized rating agencies.  Id. at 16.  These Bonds would not result in gross income to Idaho Power and will be recorded as debt of Idaho Power for financial and tax reporting purposes.  Id.  

D.  The Bond Charge

The Bond Charge (on a cents/kWh basis) over the life of the Bonds would generally be based on the amount of collections required and the projected electricity usage for a specific period.  Id. at 17.  Assuming the issuance of $172,000,000 in Bonds and current electricity usage estimates, Idaho Power calculated that the Bond Charge would be approximately 0.54 cents/kWh at the time of issuance.  Id.  If the electricity used by Idaho Power customers remains constant or increases, the Bond Charge may decrease in the second and third years due to reduced interest costs as principal is repaid and increased electricity usage forecasts.  Id.  Because variables like interest rates and electricity usage projections may change prior to issuance of the Bonds, Idaho Power requested that the Commission authorize a Bond Charge between 0.50 cents/kWh and 0.65 cents/kWh.  Id. at 17-18.  The Company also sought authorization to recover the actual costs of issuing, servicing and supporting the Bonds through the Bond Charge, even though these costs would not be known until the Bonds are issued.  Id. at 19.  

Idaho Power proposed that the Bond Charge go into effect on the date the Bonds are issued.  Id. at 20.  According to its Application, the Company intends to collect the Bond Charge from all of Idaho Power’s existing and future retail customers located within its service area.  As of July 21, 2002, Idaho Power also intends to collect the Bond Charge from its then-existing and future retail customers located within the Prairie Service Area.  Id. at 22.  The Bond Charge would be separately identified on bills presented to retail customers.  Id. at 23.

Pursuant to Idaho Code § 61-1503(7), Idaho Power will apply to the Commission annually for Bond Charge adjustments to correct any under- or over-collections during the period since the last adjustment.  Id. at 21.  The annual adjustments will ensure that the Bond Charge billing will timely collect sufficient amounts to make all principal and interest payments during the period the adjusted Bond Charge is to be in effect.  Id.  This Bond Charge true-up will be based on the most recent electricity sales forecast, estimates of debt service and other transaction-related expenses, and a projection of uncollectable Bond Charge amounts.  Id.  
STAFF RECOMMENDATION


Staff recommends that the Commission process this Application by Modified Procedure.  Staff is aware that the Commission must issue an Order approving or denying the Application by April 25, 2002 according to the statute.  Unless the deadline is extended, a shortened comment period would be required.  Staff is concerned that a shortened comment period could hamper the ability of interested parties to adequately respond to the Company’s Application and may not allow adequate time for the Commission to fully consider the issue.  

Staff has consulted with Idaho Power, which has indicated it would not oppose extending the 45-day timeframe by two weeks if it would enable the Commission and Staff to fully consider the Application and its implications.  If the Application is approved, the 21-day reconsideration period must pass before the bonds are issued.  If the timeframe for issuing an Order is expanded by two weeks, the Bond Charge could not take effect until after May 16, 2002 when the current PCA is scheduled to expire.  In the event the Commission issues an energy cost financing order, both parties recommend delaying expiration of the existing PCA charge so that the resulting Bond Charge and the new PCA rate can be implemented at the same time.  Both parties also recognized that any PCA extension could negatively impact irrigators. If the Commission rejects the Application, the PCA rate could go into effect on May 16, 2002 as scheduled.

COMMISSION DECISION

1.  Does the Commission wish to process this case under formal or Modified Procedure?  

2.  If the Commission chooses Modified Procedure: 

A.  Does the Commission wish to decide this case within the 45-day statutory deadline, or take an additional two weeks to consider the Application even though implementation of the energy bond charge may not coincide with changes in the PCA?

B.  
If the Commission adheres to the April 25, 2002 statutory deadline, does it wish to shorten the comment period from 21 to 14 days? 

C.  
Does the Commission wish to schedule public workshops and/or hearings in this matter?

D.  
Does the Commission wish to identify specific issues in the Notice of Application on which it seeks public comment?
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