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ACCEPTANCE OF FILING

ORDER NO.  26510





On April 3, 1995, The Washington Water Power Company (Water Power; Company) filed its 1995 electric Integrated Resource Plan (IRP) with the Idaho Public Utilities Commission (Commission).  The Company’s filing complies with the Commission’s direction in Order No. 22299 issued January 27, 1989 which requires Water Power to file a biennial resource management report (now IRP) describing the status of the Company’s electric resource planning.  A Notice of Filing in Case No. WWP-E-95-2 was issued by the Commission Secretary on May 16, 1995.
As a result of the Commission’s Order No. 25883 in Water Power Case No. WWP-E-93-10 the Company’s IRP is important and significant in the calculation of avoided costs for qualifying facilities (QFs) greater than 1 megawatt (MW) in size pursuant to the Public Utility Regulatory Policies Act of 1978 (PURPA).  As an operative planning tool the IRP also has significance for smaller QFs whose rates are published under the Surrogate Avoided Resource (SAR) methodology.
Pursuant to the Commission’s direction and invitation, Water Power on March 13, 1995 in Case No. WWP-E-93-10 submitted updated data and proposed changes to the manner in which it calculates its avoided cost rates pursuant to PURPA.  One of the proposed modifications was to change the Company’s first deficit year to 2011.  Addressing this proposed change the Commission in Order No. 26009 stated: 
Regarding the adjustment of the Company’s first deficit year, we believe that this issue would most effectively be resolved in the Company’s current Integrated Resource Plan filing (Case No. WWP-E-95-2) and it is so ordered. . . . It is our intention to use the first deficit year of 2000 originally proposed by the Company [in Case No. WWP-E-93-10] until the matter is finally resolved.

On July 17, 1995, Idaho Power Company (Idaho Power) filed an Application with the Commission in Case No. IPC-E-95-9 proposing an avoided cost IRP methodology, a proposed procedure and method for utilizing Idaho Power’s IRP for calculating avoided costs.  Because of the generic implications of the filing, The Washington Water Power Company and PacifiCorp dba Utah Power & Light Company were made parties to the proceeding and interested parties were permitted to intervene.  Since Idaho Power’s filing the parties have met both formally and informally in an attempt to achieve understanding, compromise, and a proposed settlement.  They continue in their efforts, a hearing is scheduled for July 2, 1996 and the case docket is still open.
On February 8, 1996, the Commission issued a Notice of Scheduling and Modified Procedure in Case No. WWP-E-95-2.  The Commission provided Water Power the opportunity to submit updated data and proposed changes to its IRP so as to facilitate and accommodate its use for calculation of avoided cost rates.  The Commission also established a deadline of April 26, 1996 for filing written comments or protests with respect to Water Power’s 1995 electric IRP.  The Commission Staff (Staff) was the only party to file written comments.
Staff reviewed the Company’s 1995 IRP and recommends that it be accepted for filing.   Staff’s comments can be summarized as follows: 
Staff questions the Company’s (and DRI McGraw Hill’s) assumption that gas prices will escalate at about 5% per year (a rate that is nearly twice the rate of expected inflation of either electric prices or general inflation as measured by the CPI).  Because the Company’s gas price forecast affects its projected demand for electricity for space heating, Staff contends that the Company may have slightly overstated its load forecast.
Regarding the Company’s reliance on DRI and perhaps other subscription services as a source of data, and because Water Power’s IRP will now be used to set avoided cost rates, Staff suggests that Water Power should provide a mechanism for public access and review of the data relied upon.
Regarding Water Power’s resource plan Staff questions further the assumption of Mid Columbia contract renewals given electric industry restructuring and probable increased competition for available resources.  Staff on hydro relicensing notes that the Company has assumed that all existing hydro facilities will be relicensed yet makes no assumptions about the cost of relicensing or the cost of any related environmental mitigation.  The cost of relicensing Staff contends may potentially influence the selection of future generating resources.
Regarding demand-side management, Staff notes that although Water Power projects no need for additional resources for the next 10 years, the Company for the near term proposes to continue its DSM efforts to maintain DSM capability in the service area, and to continue or enhance market transformation efforts.
Staff believes that the role and format of the IRP, as well as the Company’s Conservation Plan may need to be examined in light of the changes that are occurring within the electric industry.  Staff recommends that this question be addressed by the Commission, by way of Modified Procedure, in a separate proceeding that is initiated as soon as possible after the conclusion of this case and other utilities’ IRP submittal cases.
Staff suggests that the Company include in future IRPs a discussion of its wholesale marketing and brokering activities.  The links between the Company’s resource planning to meet native retail customer load and planning to compete successfully in the wholesale market must be explored.  The Commission and customers, Staff contends, need to be assured that the Company’s wholesale dealings are in the best interest of the customer and that the future supply of low cost, reliable power is not jeopardized.  
Since avoided costs for projects greater than 1 megawatt are now determined using the Company’s IRP, and since much of the Company’s future resource acquisitions will be market purchases, Staff contends that it is important for the Company to include market purchases in its integrated resource planning (e.g., assumptions about secondary energy prices, multi year and seasonal market acquisitions).  Staff notes that tracking the actual resource acquisitions of Water Power may be a more accurate indication of the Company’s true avoided costs than resources planned in their IRP which may never actually be acquired.
Noting that Water Power’s coal plant estimates are much higher than those of Idaho Power and PacifiCorp, Staff suggests that although perhaps still within a range of reasonableness, they may need to be  reviewed and updated.
Staff has reviewed the variables included in the Company’s IRP which are used in the calculation of avoided costs.  Staff believes that all of these variables fall within a reasonable range.

The Commission deferred the issue of Water Power’s first deficit year calculation from Water Power’s avoided cost case (WWP-E-93-10) to the Company’s IRP case (WWP-E-95-2).  In Order No. 25883 in Case No. WWP-E-93-10 the Commission directed the Company to recalculate its first deficit year and present the calculation in an amended filing.  In Order No. 26009 the Commission stated the following:
Water Power proposed using a first year deficit year of 2011 as opposed to the first deficit year of 2000 set forth in the Company’s original Application. . . .

Regarding the adjustment of the Company’s first deficit year, we believe that this issue would most efficiently be resolved in the Company’s current Integrated Resource Plan filing (Case No. WWP-E-95-2) and it is so Ordered.

The Commission referenced its direction that the adjustment of Water Power’s first deficit year be resolved in Case No. WWP-E-95-2 again in Order No. 26086.
In Case No. WWP-E-95-2 the Commission in Notice of Filing issued May 16, 1995 stated as follows:
Pursuant to the Commission’s direction and invitation Water Power on March 13, 1995 in Case No. WWP-E-93-10 submitted updated data and proposed changes to the manner in which it calculates its avoided cost rates pursuant to PURPA.  One of the proposed modifications was to change the Company’s first deficit year to 2011. Addressing this proposed change the Commission in Order No. 26009 stated:

Regarding the adjustment of the Company’s first deficit year, we believe that this issue would most effectively be resolved in the Company’s current Integrated Resource Plan filing (Case No. WWP-E-95-2) and it is so Ordered . . . it is our intention to use the first deficit year of 2000 originally proposed by the Company [in Case No. WWP-E-93-10] until the matter is finally resolved.

In further Notice issued by the Commission in Case No. WWP-E-95-2 on February 8, 1996 the Commission stated:
On April 3, 1995, The Washington Water Power Company (Water Power; Company) filed its 1995 Electric Integrated Resource Plan (IRP).

As a result of the Commission’s Order No. 25883 in Water Power Case No. WWP-E-93-10 the Company’s IRP is important and significant in the calculation of avoided costs  for qualifying facilities greater than 1 megawatt  (MW) in size pursuant to the Public Utility Regulatory Policies Act of 1978 (PURPA).

YOU ARE FURTHER NOTIFIED that pursuant to discussions of the parties in Case No. IPC-E-95-9 and with the consent of the Commission, Water Power is provided the opportunity to submit updated data and propose changes to its IRP so as to facilitate and accommodate its use for calculation of avoided cost rates.  The deadline for such filing is Friday, March 15, 1996.

YOU ARE FURTHER NOTIFIED that the deadline for filing written comments or protests with respect to Water Power’s 1995 electric Integrated Resource Plan . . . is Friday, April 26, 1996.


COMMISSION FINDINGS
The Commission has reviewed Washington Water Power’s 1995 electric Integrated Resource Plan including executive summary and appendices and the filed comments of the Commission Staff.  The Commission has also reviewed the filings of record and its Orders in avoided cost Case No. WWP-E-93-10.
The Company’s IRP filing was submitted in response to Commission Order No. 22299 in Case No. U-1500-165.  That case was initiated by the Commission to determine the direction, future and scope of electric utility conservation and weatherization programs in Idaho.  In that Order the Commission directs each electric utility to submit biennial reports on the status of its resource planning.  We expect filed plans to emphasize clarity, understandability, resource capabilities and planning flexibility and to be based on sound reasoning and analysis.  Filed reports are further expected to recognize the managerial aspects of owning and maintaining existing resources as well as plans for procuring new resources and avoiding/reducing load.  The Commission finds that Water Power’s 1995 IRP fulfills those requirements.  The concerns of Staff identified above are also concerns of the Commission and we encourage the Company to consider them in its current planning process.  The Commission continues to recognize that integrated resource planning is an ongoing, changing process.  As when we initially required their filing, we considered the IRP to be similar to an accounting balance sheet, i.e., a “freeze frame” look at a utility’s fluid process. 
According to the Company’s medium growth electric forecast in Case No. WWP-E-95-2, Water Power will not need additional energy resources until the year 2010 (Executive Summary page 10; Appendix F pages 41, 47).  The Commission notes that this calculation is generally consistent with the Exhibit 19 first year deficit calculation and testimony of Water Power witness H. Douglas Young in Case No. WWP-E-93-10.  We find the change in first deficit year to be reasonable and authorize its use for avoided cost purposes.
As referenced above, the Commission notes that utility IRPs have increased significance to the extent that they are to now be used for avoided cost purposes.  The precise manner in which they are to be used will be determined in Commission Docket No. IPC-E-95-9.

CONCLUSION OF LAW
The Idaho Public Utilities Commission has jurisdiction over this matter and The Washington Water Power Company, an electric utility, pursuant to the authority and power granted under Title 61 of the Idaho Code and the Commission’s Rules of Procedure, IDAPA 31.01.01.000 et seq.

ACCEPTANCE OF FILING
Based on our review, we find it reasonable to accept the Company’s filed 1995 electric Integrated Resource Plan.  Our acceptance of the 1995 IRP should not be interpreted as an endorsement of any particular element of the plan, nor does it constitute approval of any resource acquisition or proposed action contained in the plan.

O R D E R
In consideration of the foregoing and as more particularly described above IT IS HEREBY ORDERED that the first deficit year of The Washington Water Power Company as set forth in its 1995 electric Integrated Resource Plan may be used by the Company for avoided cost purposes.
THIS IS A FINAL ORDER.  Any person interested in this Order may petition for reconsideration within twenty-one (21) days of the service date of this Order.  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  June 1996.



                                                                                       RALPH NELSON, PRESIDENT



                                                                                       MARSHA H. SMITH, COMMISSIONER



                                                                                       DENNIS S. HANSEN, COMMISSIONER


ATTEST:


                                                                 
Myrna J. Walters
Commission Secretary
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