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)
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)
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ELECTRIC SERVICE. LEGAL MEMORANDUM IN
SUPPORT OF INTERIM RATE
INCREASE

This Memorandum is submitted in response to the Commission’s request
in Order No. 29369 that parties and intervenors submit Iegal. memoranda addressing the
legal standard that the Commission should use in cohsidering Idaho Power’s request for
interim rate relief and explaining why ldaho Power should or should not be granted the
interim rate relief granted in its Application. This Memorandum demonstrates three
points. First, Idaho law gives the Commission broad discretion to authorize interim

rates. This discretion logically flows from the fact that interim rates can be changed

IDAHO POWER COMPANY’S LEGAL MEMORANDUM IN SUPPORT
OF INTERIM RATE INCREASE Page 1



when the Commission makes its final determination on permanent rates. Second, the
standard for granting interim rateé IS no more stringent than for permanent rates and the
just, reasonable and sufficient standard applies equally. Third, a full rate case is not
required to authorize interim rates. Interim rates should be granted if the Commission
finds that the amount of interim rate relief will not exceed the amount of permanent rate
relief ultimately allowed and if the Commission finds that the public interest would
support an interim rate order. |

This Memorandum also addresses the factual bases upon which the
Commission should conclude that the Company’s interim rate increase request is in the
public interest.

L.
STATEMENT OF THE FACTS

The Commission’s October 28, 2003 Notice of Application correctly
- summarizes Ildaho Power’s request for interim rates. The Company has requested that
the 4.16% interim rate increase be part of, and not in addition to, the general rate
increase proposed by the Company. The Company has also proposed that the interim
rates would not be subject to refund but could be adjusted prospectively based on the
Commission’s ultimate determination in this case. In its request for interim rates, the
Company identified four revenue requirement items which represent known and
measurable changes to the Company’s revenue requirement that have occurred since
the last general rate case almost ten years ago:

(1) The construction and operation of the Danskin Power Plant,
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(2)  The costs incurred to relicense the Company’s Mid-Snake (Upper
Salmon, Lower Salmon and Bliss), Shoshone and C.J. Strike hydro
facilities,
(8)  The change in depreciation expense approved in Order No. 29363
in Case No. IPC-E-03-07, and
(4)  Theincrease in Idaho’s share of net power supply costs from
85.5% in 1993 10 94.1% in 2003 due to reallocation between
wholesale and retail jurisdictions.
Based on a 2003 test year and holding all other financial and accounting items constant,
these four revenue requirement items represent the basis for Idaho Power’s request for
interim recovery of additional revehue,on an annualized basis in the amount of
$20,124,165.
The Company’s filing also addresses the recent action of the Company’s
Board of Directors to reduce the common stock dividend. This action was taken to
improve the Company’s financial position through improved cash flows and a
strengthened balance sheet thereby reducing the Company’s cost of financing.
Reducing the need for financing and the cost of financing at a time when the Company
is embarking on significant infrastructure improvements is clearly in the public interest.
1L
LEGAL STANDARD

A. The Commission Has the Authority To Establish Interim Rates.

There is no provision in the Idaho Code which directly addresses the legal

standard to be applied by the Commission in considering a request for interim rate relief
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as compared to the standard to be applied to permanent rates. Idaho Code § 61-502
provides in pertinent part “the Commission shall determine the just, reasonable or
sufficient rates, fares, tolls, rentals, charges, classifications, rules, regulations, practices
or contracts to be thereafter observed and enforced and shall fix the same by order as
hereinafter provided . . . “ Idaho Code § 61-502.

While there is no statutory provision directed specifically to interim rates
as compared to permanent rates, it is well settled that the Commission has authority to
establish interim rates and substantial discretion in setting the level of those rates. In
Grindstone Butte Mutual Canal Company v. Idaho Power Company, 98 Idaho 860, 574
P.2d 902 (1978), the Idaho Supreme Court held:

Appellants similarly argue that the Commission lacks authority to

enter interim orders. All Commission orders as to rates are

subject to change, given the mandate of Idaho Code § 561-502

that the Commission continue to evaluate the rates charged and

make changes as necessary. It is true that no statute gives

explicit authority to the Commission to enter “interim” or

“temporary” orders; however, implied in the directive of on-going

investigation is the power to make orders affecting rates that are

temporary in nature. '
Grindstone Butte, 98 ldaho 860, 864.

In Citizens Utilities Co. v. Idaho Public Utilities Commission, 99 ldaho 164,
579 P.2d 110 (1978), the Idaho Supreme Court confirmed its recent prior ruling in
Grindstone Butte that the Commission’s authority under Idaho Code § 61-502 directs
the Commission to review, and if necessary, modify rates that are no longer just or
reasonable. In interpreting Idaho Code § 61-622 the Court stated:

If the Commission fails to reach a conclusion concerning the

merits of a requested rate increase within the seven month

suspension period, the rate must go into effect. The fact that
the requested rate increase must go into effect at the
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expiration of the seven month period, of course, does not in
any way conclude the Commission’s inquiry into the propriety
of the rate increase or any way limit the Commission’s
authority and duties. If the suspension period expires before
the Commission has reached a conclusion, the utility may
implement the new rates subject to subsequent modification
by the Commission. Under Idaho Code § 61-502, the
Commission is under a continuing obligation to review utility
rates and charges.

Citizens’ Util., 99 Idaho 164, 169. (Emphasis added)

The Citizens’ Utilities case is also instructive in its analysis of the various
provisions that govern the Commission’s review and approval of rate increases. The
Court in Citizens’ Utilities first looked at Idaho Code § 61-307 which provides that a
utility must give both the Commission and the public thirty days notice of any increase in
rates. As the Court noted, this statute, read alone, would indicate that the thirty days
notice is the only requirement for a rate increase. However, as the Court went on to
note:

The statute must be read in conjunction with Idaho Code § 61-622.
The first sentence of Idaho Code § 61-622 specifies that “[N]o
public utility shall raise any fare, rate, toll, rental or charge . . .
under any circumstances whatsoever, except upon a showing
before the Commission and a finding by the Commission that such
increase is justified.” (emphasis ours). The second sentence of
idaho Code § 61-622 provides the mechanism for carrying out the
requirements of the first sentence, in that it provides that the
Commission can “enter upon a hearing concerning the propriety of
‘requested rates increases and enter orders suspending, for a
period not exceeding seven months, the time when the requested
rate increase would otherwise go into effect pursuant to Idaho
Code § 61-307. ‘

Citizens’ Util., 99 Idaho 164, 168.
In providing this background, the Court confirmed that if the Commission

so desired following the thirty-day period, the Commission has the authority to make a

IDAHO POWER COMPANY’S LEGAL MEMORANDUM IN SUPPORT
OF INTERIM RATE INCREASE Page 5



finding that the rate increase is justified. In other words, Idaho Code § 61-622 is not
simply a mechanism to build in delay in the rate approval process, but is a tool that the
Commission can use it if needs additional time to make a final decision. Idaho Power
believes this sequence of events underscores the role interim rates should play in the
ratemaking process. The Commission can approve temporary rates knowing that it can
change those rates prospectively at a later date.

Although the Citizens Ultilities case does not specifically deal with an
interim rate request, it confirms that when rates to go into effect, either interim or
permanent, not even Idaho Code § 61-622 (Iimiti_ng the period of suspension in a
requested rate increase) divests the Commission of authority to continue its inquiry into
the propriety of a rate change or in any way limit the Commission’s authority and duties
to establish just and reasonable rates. As a result, the Commission has the authority,
and Idaho Power respectfully submits in this case, the obligation, to implement interim
rates recognizing that it can adjust the utility’s rates at the conclusion of the rate case.’

B. The Commission Is Not Required To Conduct A Full-Scale Rate Case In

Order To Approve Interim Rates.

There is no difference in the legal standard to be applied to either interim
or permanent rates. Both interim rates and permanent rates must be just, reasonable,
non-discriminatory, non-preferential and sufficient. There is neither statutory authority
nor Idaho case law that would support an argument that an interim rate request is held
to a higher legal standard than any other type of rate request. In fact, because the

Commission can adjust interim rates following the completion of the rate review

For the convenience of the Commission, copies of Idaho Code §§ 61-307, 61-502 and 61-622 are
attached to this Memorandum..
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process, the Commission is not required to conduct a full-scale rate case in order to
approve interim rates. Sollong as the utility has presented a prima facie case and the
Commission’s decision rests on adequate findings, the Commission has all the authority
it needs to approve an interim rate request.

Idaho Power acknowledges that before the Commission issues an order
approving rates, there must be an adequate record that would aliow the Commission to
make the required findings of fact and conclusions of law to support its decision. The
Company also acknowledges that the granting of interim rates should not be taken
lightly. However, because the Commission can subsequently adjust interim rates
following the completion of the full rate review process, the Commission is not legally
required to conduct a full-scale rate case in order to approve interim rates. Interim rates
can be put into effect if the Commission reasonably concludes that the utility has made
a prima fécie case that the interim rates will produce revenues that are less than the
revenues the utility will receive upon completion of the permanent rate case.

This is precisely the conclusion the Commission feached in Idaho Power
Company’s request for interim rate relief in 1982. In Order No. 17070 issued in Case
No. U-1006-185-A, the Commission granted ldaho Power’s request for interim rate relief
because the Commission concluded that the Company had demonstrated that the
amount granted in interim revenues would be less than the amount the Company would
ultimately receive at the conclusion of the U-1006-185 case with the issuance of the
final order addressing all of the issues in the U-1006-185 docket.

We find that $24,192,800 is the Company’s just and reasonable

revenue requirement based exclusively upon consideration of

Valmy-related changes to its revenue requirement from Case No.
U-1006-173.
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The Company’s need for additional revenues undoubtedly
exceeds $24,192,800. Had this been an ordinary application for
interim rate relief in which “the broad public interests” could be
considered, see Intermountain Gas Company v. Idaho Public
Utilities Commission, 97 Idaho 113, 127, 540 P.2d 775, 789
(1975), we would not hesitate to weigh the Company’s
commendable performance in signing contracts for cogeneration
and small power production, to evaluate its progress in the
residential weatherization program, or to recognize increased
capital costs since issuance of our Order in Case No. U-1006-
173 and adjust its equity return. But the Company restricted its
Application in Case No. U-1006-185-A to Valmy-related
adjustments, and we confirmed this narrowing of the issues by
Order. Having narrowly defined the issues in its Application, the
Company, as all litigants, must accept in Case No. U-1006-185-A
the consequences of doing so. (Order No. 17070, p. 11)

In its Application for interim rates in this proceeding, the Company is
requesting that the Commission apply the same legal standard it applied in Case No. U-
1006-185 and 185-A in Order No. 17070 in 1982. The four revenue requirement items
identified in the Company’s Application are all known and measurable changes and do
not require extensive review to verify the amounts requested.

It is also important to note that the Commission has a legal obligation to
consider the impact of not granting interim rate relief to Idaho Power. Without interim
rates and the revenues associated with those interim rates, the Company will continue
to earn less than it is legally entitled to earn and shareowner property will continue to be
confiscated. The seminai case discussing confiscation of shareholder property is
Bluefield Waterworks & Improvement Co. v. Public Service Commission of West
Virginia, 262 U.S. 679, 43 S.Ct. 675, 67 Lawyer’s Edition 1176 (1923). In Bluefield the .

Supreme Court of the United States held:
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The question in the case is whether the rates prescribed in the

commission’s order are confiscatory and therefore beyond

legislative power. Rates which are not sufficient to yield a

reasonable return on the value of the property used at the time it

is being used to render the service are unjust, unreasonable

and confiscatory and their enforcement deprives the public utility

company of its property in violation of the Fourteenth

Amendment. This is so well settied by numerous decisions of

this court that citation of the cases is scarcely necessary.

262 U.S. at 690, 43 S.Ct. at 678. (Emphasis added)

In their prefiled testimony and exhibits, Company witnesses have
presented testimony and exhibits that demonstrate that Idaho Power is not earning an
adequate return on its investments currently providing service to customers. At current
rates, the Company’s ability to attract capital and to maintain adequate service is
currently being adversely impacted. The four revenue requirement items identified as
the bases for the interim rate request are known and measurable and represent a
minimum level of rate recovery currently needed to allow the Company to meet its
obligations to its customers.

L.
INTERIM RATES ARE IN THE PUBLIC INTEREST

In Order No. 17070 quoted above, the Commission discussed its ability to
grant interim rates based on Idaho Power's commendable performance in signing
contracts for cogeneration and small power production, weatherization, etc. The:
Commission characterized these kinds of considerations as “the broad public interests”

(quotation marks in the original, Order No. 17070, p. 8).2 Idaho Power believes that the

prefiled testimonies of Mr. Keen and Mr. Gale presents a prima facie case that the

A copy of Order No. 17070 is attached to this Memorandum for the Commission’s convenience.

IDAHO POWER COMPANY’S LEGAL MEMORANDUM IN SUPPORT
OF INTERIM RATE INCREASE : Page 9



“proad public interest” would support the implementation on interim rates at this time.

On pages 27 and 28 of Mr. Keen’s direct testimony in the 03-13-A case, Mr. Keen notes
that Idaho Power’s Board of Directors recently made one of the most difficult decisions
a Board can make by significantly reducing the dividend on the Company’s common
stock. This decision demonstrates the importance the Company’s Board places on
providing the necessary capital to fund needed infrastructure investments. Mr. Keen's
testimony also notes that despite the decrease in the dividend, the Company will still
have to rely heavily on the capital market to fund its system improvement program going
forward.

The public interest is served through interim rate relief by providing
additional cash for investments in system improvements to benefit customers. But
perhaps even more importantly, interim rates will improve the Company’s financial
picture with the end goal of reducing the Company’s cost of money. Interim rate relief,
coupled with the Board’s reduction of the dividend, will send a strong signal to the
capital markets that both the Company and the Commission stand ready to make the
decisions necessary to enable Idaho Power to obtain the additional financing required at
a reasonable cost. Reducing the need for additional financing and lower financing costs
at a time of heévy infrastructure investment is clearly in the public interest.

In addition, Mr. Gale in his testimony describes two Company-initiated
programs, the Green Power Program and the Comprehensive Risk Management Policy,}
both of which certainly qualify as the type of programs that are consistent with “the
broad public interests” cited by the Commission in Order No. 17070 as independent

grounds for interim rate relief. Idaho Power believes that the Commission can legally
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consider both the four known or measurable charges described in Mr. Gale’s testimony
and the “broad public interest” programs discussed by Mr. Gale and Mr. Keen in
reaching a decision on the granting of interim rates.
Iv.
CONCLUSION

Idaho Power acknowledges that there may be a perception that the
granting of interim rates requires a utility to meet a higher legal standard. A review of
Idaho law, however, does not support that view.

The legal standard to be applied to the approval of interim rates is the
same as for any other rate, i.e., ‘just, reasonable and sufficient.” The real question is
whether the Commission must conduct a full rate case before determining that interim
rates are appropriate. The Idaho Supreme Court’s decisions in Grindstone Butte and
the Citizens’ Utilities cases both confirm the Commission’s ability under idaho Code
§ 61-502 to adjust rates on an interim basis pending a hearing on permanent rates.
Recognizing that interim rates are subject to final adjustment at the time final rates are
approved, it is logical to conclude that the approval of short-term interim rates does not
require a higher standard than that required by Idaho Code § 61-502. Idaho Power's
prima facie case for interim rate relief has been presented by prefiled testimony and
exhibits and by measurable changes that provide the Commission with substantial
competent evidence on the record to support a determination by the Commission that a
4.16% interim rate increase will not exceed the amount of perm-anent rate relief
ultimately allowed. In addition, the testimony of Mr. Keen and Mr. Galel demonstrates

that the requested interim rate relief is appropriate based on the “broad public interest”
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standard as described in Commission Order No. 17070. For all of these reasons, Idaho
Power respectfully concludes that the Commission can and shouid grant the interim rate
relief requested.

Respectfully submitted this 12th day of November, 2003.

BARTON L. KLINE

Attorney for Idaho Power Company
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said-schedules. [1913,:ch. 61; § '13b, p.
C.S, § 2415; 1L.C.A, § 59-305.]
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Constitutionality of regulation.
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19F.2d 547,1927D P.U:R. 388 (D. Idaho 1927)
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and applied). :

titutionality .of Regulation. ...
ny: regulation: Av.v.hich{-operate&.;as .a-confis-
of, private property .or- constitutes an
1 unreasonable .infringement of
personal or..property .rights. is void because
repugnant to the constitutional gnaranties.of '
due process and equal protection of the laws.
Osborn Utils: Corp: v Public Utils. Comm’n,
52 1daho 571, 17 P.2d 333 (1932). . .

- BECISIONS UNDER Pmoﬁ Law

mains and connect to the consumer’s. prop-
erty, when the rate usually.chargedhad-been
offered and tendered the company. Bothwell v.
Co }i,tners’ Co., 13 Idaho 568, 92 P. 533
(1907). :

form. — The commission ‘shaﬂ have

in its:discretion, to determine and prescribe by
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préceding sections as it may.

find expedient; and to modify the requirements
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A, § 59:306.)

§ 2416;
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diately preceding or following the item. [1913, ch. 61, § 14, - 247 reen. C L.
106:50; C.S., § 2417, L.C.A, § 59-307.] ‘

Cross. ref.- Finding of commission neces-
sary for increase in rate, § 61-622:

Sec. to sec: ref.. This section is referred to
in § 61-622.

Cited in: Wardner v. Oregon R. & Nav Co
2 P.U.C.I: 128; Bunker Hill'Co: v: Wasbmgton
Water Power Co.; 98" 1daho 249, 561 P:2d 391
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Cited in:: State V.. Kou.m, 58 Ida.bo 493 76
P.2d-917.(1938);-1daho Mut. Benefit Assn V.
Robison; 65 Idaho 793,154/ P.2d 156 (1944); In
re Pacific Tel. &:Tel. ‘Co., 71:1daho.476; 233
P2d 1024-(1951); Cltlzens Utils. Co.v. Idaho




615 PROCEDURE BEFORE COMMISSION AND IN COURTS 61:622°

Compller s notes 'I‘hls section wh.lch com: -
pnsed 191:3;.ch. 61 last.pa.rt of § 57a,
-C

omplmnt by utlh —_— Any pubhc utlhty shall have a nght'
unds upon Wh1ch complamts are a]lowed to be

not Igo into. eﬁ'éct prbwded that thé ‘penod of suspensmn of such. :rate fare :
toll, rental; charge; classification, conitract, practice, rule orregulation shall
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not:extend beyond thirty (30) days when such rate, fare,-toll, rental, charge

classification, contract; practice; rule or regulation would otherwise go into
effect pu suant _to ection’ 61 307, Idaho Code, unless the commission in 1tsf
dlscretlon extends: the penod ‘of..suspension for an initial _period not,
exceeding five«(5) months ‘nor unless-the commission after a showmg of good”
cause on the record grants:an additional sixty. (60) days prov1ded further;:
that prior.; to: the expiration of said periods’ of ‘stspension ‘the. commission -
may, with the consent in writing signed: by the party filing’ such schedule :
permanently.or further suspend the same. On such hearing, the commission
shall establish,.the; rates;fares,.tolls, rrentals; :charges;. classifications,

contracts practlces rules or regulatmns proposed in:whole or in: part 0T

Compller s notes. Sectlon 2 of S.L. 1975, abbreviated proceedings to account for this

ch. 81 declared an emergency. Approved smgle_} item expense of the company. Indus-
March 21, 1975. -+ - 4eigl Custorners:of Idaho Power v Idaho Pub:*
Sectng of SI'L: 1976 ch 263 declaredan UtllS Commn 134 Idaho 285, 1 P.3d 786

ment of Jomt rate' § 61- 504
Power to ralse lower, change and fix. rates

The words ‘3 -showing of & goo ¢ause on the
*_can be read -to- mean only that- the
i..the: ‘case” must “disclose’ that: the
_—,adetronalr days are:mecessary,, as; opposed: to_,{

record-that good tause’ emsted to suspend the
rates for the-additional-:60 days: hecause of the
size:of the:increase requested; thé-complexity
of the casést présented:by the-elettric: ut111ty
and the workload of the commission at- ;
time; and-where nochallenge had been made
to' thesefindirigs;:the comiission-aéted prop="
erly. Washmgton Water Power Co. v. 1daho

Amortlzatxon perlod.
Burden of proof.
Discretion -of commssmn

ission: Was pur-' ¥

sting its: statutory -authority-when it adopted. -+that inc_reased fateswas: peve_rdlegallx inaugu-




IDAHO POWER COMPANY

Case No. U-1006-185 & 185-A

Order No. 17070



BEFORE THE 1DAHO PUBLIC UTILITIES COMMISSION

IN THE MATTER OF THE APPLICATION
OF 1DAHO POWER COMPANY FOR
AUTHORITY TO INCREASE ITS RATES
AND CHARGES FOR ELECTRIC SERVICE
TO ELECTRIC CUSTCMERS IN THE STATE
OF IDAHO;

CASE NO. U-1006-185

)
)
)
)
)
;
AND IN THE EVENT OF SUSPENSION OF )
THESE RATES AND CHARGES, THE )
COMPANY REQUESTS, )
)
)
)
)
)
)
)
)
)

A UNIFORM PERCENTAGE INCREASE

IN RATES AND CHARGES TO RECOVER
INCREASED COSTS TO THE COMPANY
AS A RESULT OF VALMY STEAM
ELECTRIC GENERATING STATION UNIT
ONE BEING PLACED INTO SERVICE.

CASE NO. U-1006-185-A

ORDER NO. 17070

APPEARANCES

FOR THE APPLICANT: LARRY D. RIPLEY
ELAM, BURKE, EVANS, BOYD
& KOONTZ .
c¢/o 1daho Power Company
P. 0. Box 70
Boise, 1D 83707

and

PAUL L. JAUREGUI
GENERAL COUNSEL
1DAHO POWER COMPANY
P. 0. Box 70

Boise, ID 83707

FOR THE COMMISSION STAFF: MICHAEL S. GILMORE
DEPUTY ATTORNEY GENERAL
1DAHO PUBLIC UTILITIES

COMMISSION
Statehouse
Boise, ID 83720

FOR 1CA: HAROLD MILES
” 316 15th Avenue South
Nampa, ID 83651

FOR PUMPLRS: ROBERT C. HUNTLEY, JR.
RACINE, HUNTLEY, OLSON, NYE
& COOPLR

P. 0. Box 1391
Pocatello, ID 83201

FOR MONSANTO: LOUISE F. RACINE, JR.
RACINE, HUNTLEY, OLSON, NYE
& COOPER

P. 0. Box 1391
Pocatello, ID 83201



FOR FMC: R. MICHAEL SOUTHCOMBE
CLEMONS, COSHO & HUMPHREY
1110 First Interstate Building
Boise, ID 83702

and

JAMES N. ROETHE .
PILLSBURY, MADISON & SUTRO
225 Bush Street

P.0O. Box 7880

San Francisco, CA 94120

FOR GRINDSTONE BUTTE: JEFFREY R. CHRISTENSON
ANDERSON, KAUFMAN, RINGERT
& CLARK '
P.O. Box 2773
Boise, 1D 83702

FOR INEL: : IGNACIO RESENDEZ and
LAWRENCE GOLLOME
OFFICE OF CHIEF COUNSEL
1DAHO OPERATIONS OFFICE
U. S. Department of Energy
550 2nd Street
Idaho Falls, ID 83401
FOR THE DS1'S AND GRANT E. TANNER and
SCHEDULE 19 INTERVENORS: RONALD L. SAXTON and
THOMAS K. O'SHAUGHNESSY
LINDSAY, HART, NEIL & WEIGLER
700 Columbia Square
111 Southwest Columbia Street
Portland, OR 97201
FOR SIMPLOT: BLAIR D. JAYNES
ASSISTANT CORPORATE COUNSEL
J. R. SIMPLOT COMPANY
P.0. Box 27
Boise, ID 83707
Idaho Power Company initiated these Case Nos. U-1006-185
and U-1006-185-A on December 30, 1981, by Application for a
general rate increase. By this Order issued in Case No. U-1006-185-4,
we find that the Company has a Valmy-related revenue deficiency
from its retail Idaho Customers of $24,192,800.
SCOPE OF CASE NO. U-1006-185-A
In Case No. U-1006-185 the Company requested rate
relief of $72,941,628, effective February 1, 1982. 1In the alter-
native, if the Commission suspended its proposed rates in Case
No. U-1006-185-A, the Company requested rate relief of $29,676,000,
effective February 1, 1982. The Company alleged that its request
in the latter case was based upon inclusion of its Valmy Unit

No. 1 in ite rate basc¢ and associated changes in expenses and
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revenues based upon the 1980 test year, i.e., the test year used in
the preceding general rate case, No. U-1006-173. Application, ¥ XIX.

{n Order No. 16993, issued January 6, 1982, we suspended
the proposed increase in both Case Nos. U-1006-185 and U-1006-185-A
for thirty days plus five months from the proposed effective date
of February 1, 1982. I.C. § 61-622.

On January 8, 1982, we issued Order No. 16996, defining
the issues in these two cases. Order No. 16996 provided:

We hereby provide that Case No. U-1006-185-A

is considered a part of U-10006-185 and there-

fore restrict the issues which may be consid-

ered in Case No. U-1006-185-A to those related

to inclusion of the Valmy Plant in rate base

and related adjustments resulting from its

ijnclusion in rate base. We hereby provide

that all findings, orders and rates resulting

from Case No. U-1006-185-A are subject to

revision in Case No. U-1006-185, which is

hereby declared to be a general rate case in

which all issués normally considered in a

general rate case may be addressed, and we

further declare that, unless otherwise di-

rected by order, rates established by order

in Case No. U-1006-185-A shall not later be

retroactively adjusted in Case No. U-1006-185,

but may be prospectively revised or amended.

For purposes of petition for rehearing and

appeal, orders issued in Case No. U-1006-185-4

shall be considered interlocutory orders in

Case No. U-1006-185.

On January 8, 1982, the Commission Staff filed a state-
ment of position with regard to rate allocation in Case No.
U-1006-185-A. It served notice that the Staff would recommend a
uniform percentage increase in total revenues to all customer
classes and special contract customers except FMC, but would
recommend that the base of FMC's increase be the revenué require-
ment allocated to FMC in Case No. U-1006-173 and that FMC's
increase would be calculated by applying the same uniform per-
centage increase to that basc as applied to other customers. The
Pumpers filed a similar rccommendation on January 11, 1982, and
Grindstone Butte followed on January 19, 1882.

In response FMC moved to continue the hearings in Case
No. U-1006-185-A and objected to the Staff's and Irrigators'

proposed spread of requested interim relief. The Staff filed a

written response to FMC's Motion.
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At the hearing on January 25, 1982, we heard argument
on the Motion. Tr. pp. 19-43. We ruled in the following manner,
id. at 44-45:

(1) The statements of the Staff, the Pumpers and
Grindstone Butte would be treated as motions;

(2) Order No. 16993 limited the scope of Case No.
U-1006-185-A to issues associated with inclusion of Valmy in the
rate base;

(3) The Staff's, Pumpers' and Grindstone Butte's
motions would expand the scope of the case beyond the limiting
Order;

(4) Therefore, the Staff's, Pumpers' and Grindstone
Butte's motions were denied; and

(5) FMC's motion was denied becéuse there was no need
to continue the case to allow it to rebut the others' positions.

REVENUE REQUIREMENT

The Company's Application alleged and its prepared
testimony and exhibits introduced at hearing supported a revenue
deficiency of $29,676,000 resulting from inclusﬁon of Valmy in
the rate base. Application, 4 XVIlI; testimony of Bruce, Tr. 56;
testimony of Crowley, id. at 87; Ex. 2A, p. 4.t

The Staff's prepared testimony submitted before the
hearing calculated the Company's revenue requirement as $25,551,300.
Testimony of Miller, Tr. p. 177; Ex. 101, p. 2. Before testimony
was taken, the Company agreed to accepi the Staff's recommendation.
Tr. pp. 31, 49. See also id. at 224

Both the Company's and the Staff's recommendations on
revenue requi?ement were modified from that contained in their
prepared testimony in response to Order No. 17045, issued on
January 21, 1982, in Case No. U-1006-193. That Order shifted

master-metered mobile home parks and apartment buildings that

1. 1In developing Cost of Service, the Company recognized the
normalization requirements of the Economic Tax Recovery Acts of
198]1. See Answer to Data Request 16.
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submeter their tenants from the commercial class to the residen-
tial class, thereby reducing the Company's revenués to the extent
that the commercial rates formerly paid by these customers would
exceed their residential rates. This reclassification of customers
increased the Company's revenue requirement by $48,431.81.
Testimony of Eberle, Tr. p. 167; testimony of Miller, id. at 181.

Idaho Power Company's calculation of the $29,676,600
revenue requirement was made in two steps: (1) Addition to the
rate base approved by the Commission in Case No. U-1006-173 of
that portion of the investment in Valmy allocated to rate base
under the interstate allocation factors used in Case No. U-1006-173,
testimony of Crowley, Tr. pp. 85-86; and (2) additions to the
Company's revenues and expenses approved in that case for the
test year 1980 that would have resulted from operation of Valmy,
id. at 86-88.

The Staff accepted the Company's inc¢lusion of Valmy in
the rate base, testimony of Miller, Id. at 175-177; Ex. 101,

p. 1; but rejected the Company's adjustments to 1980 revenues and
expenses resulting from Valmy-related opportunity sales, pur-
chased power expenses, fuel expenses and the like because the
Company did not treat those items in Case U-1006-185-A consistent-
1y with its method of treating them in Case U-1006-173, testimony
of Ferguson, Tr. p. 213. Because the Staff was unable to review
the reasonableness of the Company's adjustments tO €Xpenses and
revenues from the 1980 test year under the ratemaking standards
of Case U-1006-173, the Staff recommended that no adjustments LO
revenucs and expenses be recognized other than a wash transaction
equating the two. Id. at 217-218, 220-221.

No party opposed the Staff's position by direct testi-
mony. However, during cross-examination of Crowley and Ferguson
it was established that Idaho Power normalized its data for the
1980 test year to take into account additional revenues and
expenses which would have been associated with the Valmy Plant

had it been in operation during that year, but did not also
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adjust its revenue and expense data for other plants to take into
account how Valmy would have affected their operations. Id. at
109, 111-112, 136-140, 240-250. Both witnesses also conceded
during cross-examination that Valmy's addition to the‘Company‘s
facilities would have affected the operation of other plants.
Id. at 112, 139-140, 231-233.

In their post-hearing memorandum, the DSI's argued that
1daho Power's revenue requirement in this case should not exceed
$17,981,400. They calculated this revenue requirement by taking
the Company's own adjustments to revenues and expenses to the
Company's total system contained in the Company's exhibits in
Case No. U-1006-185, then altering the Company's exhibits in Case
No. U-1006-185-A to take into account the effect of Valmy's
operation on the test-year data for Case No. U-1006-185-A. They
argued that their calculation took into account Valmy's effect
upon the opportunity sales and fuel costs associated with Idaho
Power's other resources, but the Company's and the Staff's calcu-
lations did not. DSI's memorandum, pp. 1-2.

The DSI's argument is persuasive, but their calculation
of the revenue requirement is defective. We find that it is
unreasonable to include Valmy in the rate base without also
adjusting the revenues and expenses of the total system to take
into account Valmy's effect upon them. We find on this record
that it is proper to adjust the Company's data in the manner
suggested by the DSI's memorandum. We further find that adjust-
ments of this kind give the best matching of rate base, revenues
and expenses available on Lhis record. We note, further, fhat
the DSI's adjustments to the Company's Ex. 2A had their origin in
the Company's Ex. 4, an exhibit based upon a method of stream
flow normalization not yet approved by the Commission and one
that {(according to the Company's testimony in that case) will
yield a larger revenue requirement om a given rate base than the
method used in Case No. U-1006-173 (although the same testimony

asserts that it should lead to smaller rate bases in the future).
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Thus, according to the Company's testimony, the DSl's memorandum
overstates the Company's Valmy-rclated revenue and expense adjust-
ments (other than income taxes) based upon the stream-flow normal-
ization method used in Case No. U-1006-173 to the extent that it
differs from the method of Case No. U-1006-185. -

Nevertheless, we do not accept the DSI's calculation of
the revenue requirement as an upper limit. We make three adjustw
ments to it: the first, to take into account the transfer of i
some commercial customers to the residential rate schedule; the.-
second, to take into account the Company's underestimation in its
Application of its investment in Valmy; and the third, to take:
into account the omitted tax consequences of the DSI's adjust-"
ments to the Company's test-year revenues and expenses. The '
tesﬁimony of Eberle, Tr. p. 167; the testimony of Miller, id at’
177, 181; and Ex. 101, Col. (d) explain the first two adjustments.
The third is shown in the attachments. The calculation of the:
resulting revenue requirement of §24,192,800, or a 9.53% increase,
is shown in the schedules attached to this Order. t

We find that $24,192,800 is the Company's just and -
reasonable revenue requirement based exclusively upon considera-
tion of Valmy-related changes to its revenue requirement from !
Case No. U-1006-173. = We further note that calculation of the
revenue requirement was impeded by, not helped by, the DSI's
presentation of its position through memorandum, which cannot be
cross-examined, rather than by direct testimony. Had they pre-
sented their position by direcL testimony, all parties would have
had an opportunity to mnote its deficiencies, and the Company <
would have had an opportunity to rebut it. In the regulation of
public utilities, in contrast to setting rates for public power,
it is the practice to allow other parties to cross-examine the:
Intervenor's case. Having said this, we te11 the Intervenors
that they may pursue the matter in the general case.

The Company's need for additional revenues undoubtedly :

exceeds $24,192,800. Had this been an ordinary application for
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interim rate relief in which "the broad public interests” could
be considered, see Intermountain Gas Company V. Idaho Public
Utilities Commission, 97 ldaho 113, 127, 540 P.2d 775, 789 (1975),
we would not hesitate to weigh the Company's commendable pér-
formance in signing c&ntracts for cogeneration and small power
production, to evaluate its progress in the residential weatheriza-
tion program; or to recognize increased capital costs since the
issuance of our Order in Case No. U-1006-173 ana adjust 1its
equity return. But the Company restricted its Application in
Case No. U-1006-185-A to Valmy-related adjustments, and we con-
firmed this narrowing of the issues by Order. Having narrowly
defined the issues in its Application, the Company, as all liti-
gants, must accept in Case No. U-1006-185-A the consequences of
doing so.

RATE ALLOCATION AND RATE DESIGN

The Company and the Staff both recommended that the
rates of each class of tariff customer be increased by approx-
imately a uniform percentage equalling the percentage increase by
which the revenue requirement exceeds existing revenues.? Testi-
mony of Crowley, Tr. p. 94; Ex.lSA, Ex. 6A; testimony of Ferguson,
Tr. pp. 222-233. We find this proposal to be a just and reasénable
method of allocating the rate increase among the tariff-customers
and adopt it for the reasons given in their testimony.

The Company and the Staff also recommended that the
uniform percentage increase be spread to Monsanto, INEL and
Simplot, id., but the Company recommended that this be done by a
uniform percentage increase to their demand, minimum and energy
charges, Ex. 5A, Tr. pp. 17-20, while the. Staff recommended that
all incrcases in their rates be allocated to energy, Iid. at 223.

The Company testified that the special contract customers' rates

2. The uniform percentage increase for tariff and special con-
tract customers is based upon the adjusted kwh sales shown in Ex.
6A. Total adjusted sales in that exhibit are 9,084 ,464,837 kwh.

It is also based upon the revenue requirement found reasonable
in Case No. U-1006-173, some of which was unfunded.
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would be unreasonable, discriminatory and preferential without
such increases. Id. at 95. The Staff agreed. Id. at 223.

We find that it would be unfair, unreasonably discrim-
inatory, preferential and adverse to the public interest noﬁ to
adjust these special contract customers' rates because it would
be unfair, unjust, unreasonably discriminatory, preferential and
adverse to the public interest to exemﬁt them from the increased
costs associated with this new production plant. We further find
for the reasons stated by the Staff that it is just and reasonable
to allocate the increase exclusively to their energy charges and
to leave the demand or minimum charges in their contracts constant.
We further direct that INEL's and Monsanto's contracts be modified
in a manner that will give the increase in the energy charges
directed by this Order solely to Idaho Power Company and not to
any other utility. Further, pursuant'to agreement between INEL
and the Company, we also provide that the increase in INEL's
demand charges inconsistent with the Order in Case No. U-1006-173
be corrected.

Finally, with regard to FMC, we note that its rates can
now be set under the same standa%ds as a tariff customer's because
its contract with ldaho Power has been modified to that effect.
We find that it is just and reasonable to allocate to it a uniform
percentage increase fundéd exclusively by its energy charges for
the same reasons given for that allocation to the tariff customers.
Further, our finding that the Company's rtotal revenue requirement
in this case was $24,192,800 was built upon a revenue base includ-
ing revenues allocated to FMC in Case No. U-1006-173, but not
funded. Testimony of Miller, Tr. pp. 183-188.- We find that it
would be unreasonably discriminatory and preferential to allocate
any of the uniform percentage increase on this unfunded amount to
customers other than FMC. We further find that it would expand
the issues of this case to fund the uniform percentage increase
on this amount to FMC. Therefore, we find that it is just and

reasonable to leave the uniform percentage increase on this
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amount unfunded. We therefore find that it is just and reasonable
to allocate to FMC a uniform percentage increase on its rates now

in effect.
REVIEW OF THE ORDER
In Order No. 16996, issued January 8, 1982, in Case
"Nos. U-1006-185 and U-1006-185-A, we provided:

We hereby provide that all findings, orders
and rates resulting from Case No. U-1006-185-A
are subject to revision in Case No. U-1006-185,
which is hereby declared to be a general rate
case in which all issues normally considered
in a pgeneral rate case may be addressed, and
we further declare that, unless otherwise
directed by Order, rates established by Order
in Case No. U-1006-185-A shall not later be
retroactively adjusted in Case No. U-1006-185,
but may be prospectively revised or amended.
For purposes of petition for rehearing and
appeal, orders issued in Case No. U-1006-185-A
shall be considered interlocutory orders in
Case No. U-1006-185.

Our finding of the revenue requirement of $24,192,800
based upon the record in this case and our recognition at pp. 7-8
of this Order that the Company's actual revenue requirement is
larger convinces us that no customer of Idaho Fower Company will
pay unreasonably high rates as a result of this Order. We there-
fore provide that this Order be considered interlocutory and that
the rates established by this Order will not be retroactively
adjusted in Case No. U-1006-185, but may be prospectively revised

or amended in that Case.

BASED UPON THE BASIC FINDINGS OF FACT AND
CONCLUSIONS OF LAW CONTAINED IN THE TEXT OF
THIS ORDER, WE MAKE THE FOLLOWING FINDINGS OF
ULTIMATE FACT AND CONCLUSIONS OF LAW:
FINDINGS OF ULTIMATE FACT
1

ldaho Power Company is an electrical corporation sub-
ject to our regulation under the Public Utilities Law. The rates
of all of its tariff customers and its special contract customers

in the State of Idaho are subject to our regulation under the

Public Utilities Law.
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11
Idaho Power Company's increased revenue requirement
based solely upon addition of the Valmy Unit No. 1 to its rate
base and related adjustments to the Company's' revenues and expenses
is $24,192,800. This revenue requirement is a 9.53% increase
over its currently existing rates.
111
‘1t is just and reasonable to allocate this revenue
réquirement by a 9.53% increase to the rates of all tariff and
special contract customers. It is just and reasonable to allo-
cate this increase exclusively to their energy charges.
v
1t would be unfair, unjust, unreasonably discriminatory,
preferential and adverse to the public interest not to increase
the rates of special contract customers Monsanto, INEL and Simplot,
by 9.53%.
CONCLUSIONS OF LAW
1
The Commission has jurisdiction to authorize Idaho
Power Company a rate increase iﬁ this matter to both its ﬁariff
and special contract customers. |
11
The Commission has authority to increase the rates of
Idaho Power Company's special contract customers in the manner
provided in this Order.
111
This Order is an interlocutory order and not a final

order.

IT 1S HEREBY ORDERED that Idaho Power Company may file
rates and charges authorized by this Order for its tariff and
special contract customers to be effective on one day's notice

for service rendered thereafter.
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IT IS FURTHER ORDERED that all rates and charges filed

by Idaho Power Company conform to this Order.

DONE by Order of the Idaho Public Utilities Commission
~
at Boise, Idaho, this O day of February, 1982.
(/_]2::> g:::::::;;.—4é%l/fﬁ\

—7 PRESIDENT

COpPMISSIONER

ATTEST:

BASSISTANT SEC
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IDAHO POWER COMPANY

Revenue Regquirement
{$000"'s)

Rate Base

Authorized Rate of Return
Income Requirement

Less: Operating Income
Income Deficiency

Tax Factor

'

Revenue Deficiency

Less: Revenue Granted Order #16830

NET REVENUE REQUIREMENT

SCHEDULE 3

~$ 959,632.5

X 11.188%
$ 107,363.7
78,022.8

$ 29,340.9

X 1.9806
$ 58,112.6

33,919.8
$ 24,192.8




