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SAFE HARBOR STATEMENT

This Form 18K containsii f or-wao i ng st atementso intended to qualify
established by the Private Securities Litigation Reform Act of 1995. Foiteakihg statements should be read
with the cautionary statements and important factors indliéhis Form 1K at Part I, tem7i Manage ment 8s
Discussion and Analysis of Financial Condition and Results of Operattt@RWARD-LOOKING
I NFORMATI ON. -lbokingFstatenreats adle all statements other than statements of historical fact, gncludin
without | imitation those that are identified by the us:
Aintends, 06 Aplans, 0 fApredicts, 06 Aprojects, o0 Amay resul

PART | - IDACORP, INC. AND IDAHO PO WER COMPANY

ITEM 1. BUSINESS

OVERVIEW

IDACORP, Inc. (IDACORP) is a holding company formed in 1998 whose principal operating subsidiary is Idaho
Power Company (Idaho Power). IDACORP is subject to the provisions of the Public Utility Holding Company Act

of 2005, which provides certain access to books and records to the Federal Energy Regulatory Commission (FERC)
and state utility regulatory commissions and imposes certain record retention and reporting requirements on
IDACORP.

Idaho Power was incorpoeat under the laws of the state of Idaho in 1989 as successor to a Maine corporation
organized in 1915ldaho Power is an electric utility engaged in the generation, transmission, distribution, sale and
purchase of electric energy and is regulated by ERGand the state regulatory commissions of Idaho and Oregon.
Idaho Power is the parent of Idaho Energy Resources Co. (IERC0), a joint venturer in Bridger Coal Company
(Bridger Coal), which supplies coal to the Jim Bridger generating plant owned irypdeho Power.

| DACORPOs other subsidiaries include:

¢ IDACORP Financial Services, Inc. (IFS), an investor in affordable housing and other real estate
investments;

¢ Ida-West Energy Company (leest), aroperator of small hydroelectric generation projeltd satisfy
the requirements of the Public Utility Regulatory Policies Act of 1978 (PUR&#)

¢ IDACORP Energy (IE), a marketer of energy commodities, which wound down operations in 2003.

| DACORPO&s business strategy e mpehabsuisziense silsd ah d dRachvoe rP oanse r|
only reportable business segment, contributing 98.6 pe]
2009. Segment data is presented in Note 17 to the consolidated financial statements. At December 31, 2009,

IDACORP had 1,994 fultime employees, 1,979 of which were employed by Idaho Power.

Idaho Power detailed a thrpart strategy of responsible planning, responsible development and protection of

resources, and responsible energy use to ensure adequgtesemplies. ldaho Power continues to evaluate and

refine its business strategy to ensure coordination among and integration of all functional areas of the company.

|l daho Power 6s business strategy bal armsokismaintaieingthet er est s

companyo6s financi al sttatedyincludest y and flexibility. The
RESPONSI BLE PLANNI NG: |l daho Power 6s planning process |
transmission resources to meet population growth and inegealectricity demand. This planning process now
integrates | daho Powero6s regulatory strategy and finan

economic development in the growing communities we serve.

RESPONSIBLE DEVELOPMENT AND PROTECTRDO OF RESOURCES: Il daho Powerdés b
included the development and protection of generation, transmission, distribution and associated infrastructure, and

the natural resources Idaho Power depends upon. The strategy now includes spsadfcation of workforce

planning, development and retention related to these strategic elements.



RESPONSI BLE ENERGY USE: |l daho Power déds business strate
response programs and preparation for potential carbon and renewable portfolio standard legislation. The strategy
now includes targeted reductions relatiogarbon emission intensity apdblic disclosure ofhese reductions.

IDACORP and Idaho Power make available free of charge their Annual Report on FétnQui@rterly Reports on

Form 16Q, Current Reports on Formiand all amendments to these repfitesl or furnished pursuant to Section

13(a) or 15(d) of the Securities Exchange Act of 1934 as soon as reasonably practicable after the reports are

el ectronically filed with or furnished to the Securiti
www.idacorpinc.com and can also be accessed through a link to the IDACORP website on the Idaho Power website

at www.idahopower.com.

UTILITY OPERATIONS

|l daho Powerdéds service territory covers appregoimately 2.
with an estimated population of one million. Idaho Power holds franchises in 71 cities in Idaho and nine cities in

Oregon and holds certificates from the respective public utility regulatory authorities to serve all or a portion of 25

counties in ldho and three counties in Oregon. As of December 31, 2009, Idaho Power supplied electric energy to
approximately 490, 000 gener al business customer s. | dal
are involved in food processing, electroreecsl general manufacturing, forest products, beet sugar refining and

winter recreation.

Weather, customer demand and economic conditions impact electricity sales. Extreme temperatures increase sales
to customers who use electricity for cooling and heatimgl moderate temperatures decrease sales. Increased
precipitation levels during the agricultural growing season reduce electricity sales to customers who use electricity
to operate irrigation pumps.

Rates and Revenues

Retalil

Electric utilities have Hitorically been recognized as natural monopolies and have operated in a highly regulated
environment in which they have an obligation to provide electric service to their customers in return for an exclusive
franchise within their service territory with apportunity to earn a regulated rate of return. ldaho Power is under

the retail jurisdiction (as to rates, service, accounting and other general matters of utility operation) of the Idaho
Public Utilities Commission (IPUC) and the Oregon Public Utilign@nission (OPUC) and as a regulated electric
utility, Idaho Power is generally not subject to retail competition. The IPUC and the OPUC determine the rates that
Idaho Power charges to its general business customers. Idaho Power is also under tmgutatailyrjurisdiction

of the IPUC, the OPUC and the Public Service Commission of Wyoming as to the issuance of debt and equity
securities.

Approxi mately 95 percent of I daho Power s gener al busi i
Idaho Paver uses general rate cases, power cost adjustment mechanisms, a fixed cost adjustment (FCA) mechanism,

and subjecspecific filings to recover its costs of providing service and to earn a return on investment. Significant

rate cases and proceedings aseussed in more detail in Note 3 to the consolidated financial statements.

Special Customer Electric Service Agreements

Micron: The IPUC authorized Idaho Power to amend temporarily an electric service agreement with one of its

largest customers, Microhechnology, Inc. (Micron) for the period January 2009 through June 2009, to provide

Micron flexibility in restructuring its operations. Subsequently, the IPUC approved an extension of the temporary
amendment through December 31, 2009. The amendmenisadid have a significant i mpact
earnings and are not expected to have a significant impact on 2010 earnings. The IPUC approved a replacement
agreement between Idaho Power and Micron on February 12, 2@i4ing operating and planmgrbenefits to

Idaho Power while allowing Micron to reduce its contract denfeord 85 MW to 60 MW

Hoku: In September 2008, Idaho Power entered into an electric service agreement with a new customer, Hoku
Material s, Il nc. (Hoku), to provide electric service to
Pocatello, Idaho. The IPUC approvée klectric service agreement in March 2009. The initial term of the



agreement was four years beginning June 1, 2009, (this date was subsequently changed to December 1, 2009) with a
maximum demand obligation during the initial term of 82 MW.

Hoku was stl not taking service on December 1, 2009, and Idaho Power agreed to temporarily waive the minimum

billed energy charge in the Hoku special contract, effective December 1, 2009. The temporary waiver would remain

in effect until the month the contract lotttor first exceeds 70 percent of the total contract demand, or March 31,

2011, whichever comes first. The IPUC has approved this waiver. While thenmouith delay in the starting date

for Hokubds required ener gy pes,the fiewersue reduatianslanedaggsly offsgétdoyn 0 P o w
corresponding reductions in Ildaho Powerds costs of pr o

Wholesale

As a public utility under Part Il of the Federal Power Act (FPA), Idaho Power has authority to chargebasekiet

rates for wholesale energy sales under its FERC tariff and to provide transmission services under its Open Access
Transmission Tariff (OATT). |l daho Power 6s OATT is revi
Idaho Power files annually with tHeERC in its Form 1. The Energy Policy Act of 2005 (Energy Act) granted the

FERC increased statutory authority to implement mandatory transmission and reliability standards, as well as

enhanced oversight of power and transmission markets, including fotagainst market manipulation.

Significant rate cases and proceedings are discussed in more detail in Note 3 to the consolidated financial

statements.

Idaho Power has one firm wholesale power sales contract with Raft River Electric Cooperative fbb DpW.
This contract expires in September 2010. However, Raft River Electric Cooperative has provided notice that is
intends to renew the contract, as allowed in the original agreement, through September 2011.

Idaho Power has one wholesale reservessebntract, with United Materials of Great Falls, Inc. The agreement
requires ldaho Power to carry reserves in association with an energy sales agreement between Idaho Power and
United Materials from the Horseshoe Bend Wind Farm located in Montanaterfihnef the agreement runs

seasonally through May 2013.

Energy sales

The foll owin
|l daho Power 6
Operations: o

g table presents I daho Power s revenues an:i
s operations arfhieMD&RESUISTS OFIOPERATIONS&Iityi n Par t

Years Ended December 31,

2009 2008 2007
Revenues (thousands of dollars)

Residential $ 409,479 $ 353,262 $ 308,208
Commercial 232,816 203,035 170,001
Industrial 141,530 122,302 101,409
Irrigation 109,655 105,712 88,685
Deferred revenue related to Hells Canyon

relicensing AFUDC (9,715) - -

Total general business 883,765 784,311 668,303
Off-system sales 94,373 121,429 154,948
Other 67,858 50,336 52,150

Total $ 104599 $ 956,076 $ 875,401

Energy use (thousands of MWh)

Residential 5,300 5,297 5,227
Commercial 3,858 3,970 3,937
Industrial 3,140 3,355 3,454
Irrigation 1,650 1,922 1,924

Total generabusiness 13,948 14,544 14,542
Off-system sales 2,836 2,048 2,744

Total 16,784 16,592 17,286




Power Supply

Idaho Power primarily relies on compaawned hydroelectric, coal and gii®d generation facilities and long

termpowep ur chase agreements (PPAs) to supply the energy ne
hydroelectric generation varies depending on water conditions in the Snake River and market purchases and sales

are used to balance supply and demand throughott he year . -costhgdnoelectAicoplamsrates | o w
typically the companyds | argest source of electricity.
inltem2-AProperties. o

Weather, customer growth and economic conditionmact power supply costs. Drought conditions and customer

growth cause a greater reliance on more expensive purchased power to meet load requirements. Conversely,
favorabl e hydroelectric generati on c oectdcigéneratings i ncr ease
facilities and reduce the need for purchased power. Economic conditions can affect market price of natural gas and

coal, which may impact fuel expense and market prices for purchased power.

|l daho Power 6s sy st thenargerpeakdemand ogoereny in thg summer. THeval system

peak demand is 3,214 MW, set on June 30, 2808 the altime winter peak demand is 2,527 MW set on

December 10, 20009. During these an dystemtisHulyrcomsmitteditoo ar he a:
serve loads and meet required operating reserves.

The following table presents I daho Powerds tot al power

MWh Percent of total generation

2009 2008 2007 2009 2008 2007

(thousands of MWhs)

Hydroelectric plants 8,096 6,908 6,181 53% 48% 46%
Coalired plants 6,941 7,279 7,144 45% 50% 52%
Natural gas fired plants 242 217 223 2% 2% 2%

Total system generation 15,279 14,404 13,548 100% 100% 100%

Purchased powercogeneration and
small power production (CSPP) 970 757 777

Purchased powerOther 1,942 2960 4,419
Total purchased power 2912 3,717 5,196
Total power supply 18,191 18,121 18,744

Hydroelectric Generation

Idaho Power operates 17 hydroelecpiojects located on the Snake River and its tributaries. Together, these
hydroelectric facilities provide a total nameplate capacity of 1,709 MW and annual generation equal to
approximately & million MWh under median water conditions.

Because ofitse/!| | i ance on hydroelectric generation, |l daho Power
affected by water conditions. The availability of hydroelectric power depends on the amount of snow pack in the
mountains upstream of fatilitdes, heservBirstorage, BEingtime dnow matketforiver i ¢

base flows, spring flows, rainfall, amount and timing of water leases, and other weather and stream flow

management considerations. During low water years, when stream flows into ldakorP6 s hy dr oel ectri ¢
are reduced, | daho Power6s hydroelectric generation is
resource portfolio (hydroelectric, cefided and gadired) available for offsystem sales and, generally,iacreased

use of purchased power to meet load requirements. Both of these situati@asiction in oflsystem sales and an

increased use of more expensive purchased pomesult in increased power supply costs.

Stream flow conditions improved 2009 resulting in an increase of 1.2 million MWh generated from Idaho

Power s hydroelectric facilities as compared to 2008.
U.S. Army Corps of Engineers, indicated that Brownlee reservoir irfhovipril through July 2009 was 5.6 million

acrefeet (maf), or 89 percent of the National Weather Service Northwest River Forecast Center (NWRFC) average,
compared to 4.4 maf, or 70 percent of the NWRFC average, in 2008.
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Storage in selected federal regsrs upstream of Brownlee asBébruary 212010, was 118 percent of average.
The stream flow forecast releasedrabruary 192010, by the NWRFC predicts that Brownlee reservoir inflow for
April through July 2010 will b&.9 maf, or 4ercent of theNWRFC average.

Power generation at the Idaho Power hydroelectric power plants on the Snakalftidepends on the state water

rights held by Idaho Power and the letegm sustainability of the Snake River, tributary spring flows and the

Eastern SnakBlain Aquifer that is connected to the Snake River. Idaho Power continues to participate in water
management issues in Idaho that may affect those water rights and resources with the goal to presénllesto the

extent possible, the loAgrm availabi i t y of water for use at I daho Power 6s
River. For further information see Part Il, Iterit @ M D &IALEGAL MATTERS 1 Snake River Basin Water

Rights. o

Idaho Power is subject to the provisions of the Federal Power A&tYFPas a #Apublic wutilityo a
therein defined and is subject to regulation by the FERC. As a licensee under Part | of the FPA, Idaho Power and its
licensed hydroelectric projects are subject to conditions set forth in the FPA and F&ElRt€degulations. These

conditions and regulations include provisions relating to condemnation of a project upon payment of just

compensation, amortization of project investment from excess project earnings, possible takeover of a project after
expiratian of its license upon payment of net investment, severance damages and other matters.

Idaho Power obtains licenses for its hydroelectric projects from the FERC, similar to other utilities that operate
nonfederal hydroelectric projects on qualified watersvaThese licenses last for 30 to 50 years depending on the
size, complexity, and cost of the project. Idaho Power is actively pursuing the relicensing of the Hells Canyon
Complex and Swan Falls projects. For further information on relicensing astisétePart I, ltem7 i MD &iA
RELI CENSI NG OF HYDROELECTRI C PROJECTS. 0

The state of Oregon has a Hydroelectric Act providing for licensing of hydroelectric projects in that state. With
respect to project property Pk ®xbavaadHells @Ganydn facgitesare | daho P
subject to the Oregon Hydroelectric Act. Idaho Power has obtained Oregon licenses for these facilities and these

|l icenses are not in conflict with the FPA or I daho Pow

Coal and Natural-Gas Combustion Generation

Idaho Power capwns three codiired power plants and owns two natural gas combustion turbine power plants. The
coalfired plants are: Jim Bridger located in Wyoming; Boardman located in Oregon; and Valmy located in Nevada.
The naturabasfired plants, Danskin and Bennett Mountain, are located in Idaho.

Fuel supplycoal
Idaho Power, through its subsidiary IERCo, owns atbire interest in Bridger Coal, which owns the Jim Bridger

mine that supplies coal to the Jim Bridger generatlagtfonethird owned by Idaho Power). The mine, located

near the Jim Bridger plant, operates under a-tengy sales agreement that provides for delivery of coal over a 51

year period ending in 2024 from surface, higall, and underground sources. Thm Bridger mine has sufficient

reserves to provide coal deliveries for the term of the sales agreement. Idaho Power also has a coal supply contract
providing for annual deliveries of coal throwgcte 2014 f
Hills mines located near the Jim Bridger plant. This contract supplements the Bridger Coal deliveries and provides
another coal supply to operate t he -hfaailityBndiundtgoaltrainpl ant .
allow the pant to take advantage of potentially lovegrst coal from other mines for tonnage requirements above

established contract minimums.

NV Energy, as operator of the Valmy generating plant, has an agreement with Arch Coal Sales Company, Inc. to

supply coal tahe plant through 2011. As a 50 percent owner of the plant, Idaho Power is obligated to purchase

onehal f of the coal, I daho Powerdés portion ranging from
has a coal supply contract with Black Butte & | Companybés Bl ack Butte Mine for d
Power is obligated to purchase emaf of the coal purchased under this agreement ranging from as low as 44,000 to

as many as 500,000 tons annually

The Boardman generating plant receigeal from the Powder River Basin through annual contracts. Portland
General Electric, as operator of the Boardman plant, has two agreements with Foundation Coal West, Inc. to supply



all of Boardmands coal requi r eough A0fLls Ad arien gefcdnbowrenofithea d d i t i
plant, Idaho Power is obligated to purchase ten percent of the coal purchased under these agreements, which
cumulatively ranges from 175,000 to 225,000 tons annually.

Fuel supplynatural gas

Idaho Power owns armperates the Danskin and Bennett Mountain combustion turbines, which are supplied gas
through Northwest Pipeline GP6s (Northwest) pipeline.

or to meet system requirements. Natural gas is tramsparider two longerm agreements with Northwest. The

first agreement, which runs into 2022, with annual ext
British thermal units (MMBtu) per day. Idaho Power also has the ability to flmtabhof 78,092 MMBtu on an

alternate firm basis without incurring a reservation charge on the additional amount. The second agreement,

beginning in 2012 and running through 2027, provides Idaho Power with transportation capacity for 22,000 MMBtu

per day. In addition to the two longerm gas transportation agreements, ldaho Power has entered inteterfong

storage agreement with Northwest for 131,453 MMBtu of total storage capacity at the Jackson Prairie Storage

Project located in Lewis County, Washiagt As the project is developed, storage capacity will be phased into
service and allocated to I daho Power on a monthly basi
53 percent of its total, and its full allotment is expected to bénesbloy January 2011. The firm storage contract

expires in 2043, with bilateral termination rights at the end of the contract. Storage gas will be purchased and stored

with the intent of fulfilling needs as identified for summer peaks or to meet systeimeraents.

Idaho Power plans to construct and operate the Langley Gulch condyidlechatural gas power plant.
Construction is scheduled to begin during the summer of 2010 with-tmeottate targeted for the summer of 2012.

Gas for Langley Gulchwil be supplied through Northwestodds pipeline.
system requirements and fueling strategies.

Purchased Power Agreements

Idaho Power has four firm wholesale purchased power contracts. The first contract is withePy FHus, LLC,

for 83 MW per hour during heavy load hours, to address increased demand during June, July and August. The
contract term is through August 2011. The second contract is with Raft River Energy I, LLC for 13 MW (nameplate
generation) from & Raft River Geothermal Power Plant Unit #1 located in southern Idaho. The contract term is
through April 2033. The third contract is with Telocaset Wind Power Partners, LLC, for 101 MW (nameplate
generation) from its Elkhorn Valley wind project locateadastern Oregon. The contract term is through 2027. A
fourth contract is currently before the IPUC for authorization. This contract is with USG Oregon LLC for 22 MW
(estimated average annual output) from itbéaonstructed Neal Hot Springs #1 gemtinal power plant located

near Vale, Oregon. The contract term is 25 years with an option to extend. Commercial operation is expected in
late 2012.

Idaho Power hasne x c hange agreement with Clatskanie PReofupl eds Ut
to 18 MWs of energy from the Arrowrock Project in soutl
purchased at the Mi@olumbia trading hub. The initial term of the agreement is January 1, 2010, through

December 31, 2015. Idaho Poviexs the right to renew the agreement for two additionalyféae terms. Idaho

Power also has an exchange agreement with NV Energy that is pending approval from the Public Utilities

Commission of NevadaT he term of the agreement is one business dé&ywirlg the Public Utilities Commission

of Nevadaés approval, and continuing for two consecut i
energy hourly.

CSPP Purchases
Pursuant to the requirements of Section 210 of PURPA, the state regutatunissions have each issued orders

and rules regulating | daho Power 6s purchase of power f
facilities. A key component of the PURPA contracts is the energy price contained within the agreements. The
PURFA regul ations specify that a utility must pay energy

Avoided Cost is a price established by the | PUC and OP!
generation resources. The IRldnd OPUC have established specific rules and regulations to calculate the
published avoided cost that Idaho Power is required to include in the PURPA contracts.
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Idaho Power has contracts for the purchase of energy from a number of private devélagershese contracts:

¢ Idaho Power is required to purchase all of the output from the facilities located inside its service territory.

e Idaho Power is required to purchase the output of projects located outside its service territory if it has the
abiltyt o receive at the facilityb6s requested point of

e The IPUC jurisdictional portion of the costs associated with CSPP contracts is fully recovered through base
rates and the PCA; the OPUC jurisdictional portion is recoviaredigh general rate case filings and the
Oregon power cost mechanism.

e For IPUC jurisdictional contracts, projects that generate up to ten average MW of energy monthly are
eligible for IPUC Published Avoided Costs for up to ay2@r contract term.

e For OPLL jurisdictional contracts, projects with a nameplate rating of up to ten MW of capacity are
eligible for OPUC Published Avoided Costs for up to ay2@r contract term.

e If a PURPA project does not qualify for Published Avoided Costs, Idaho Power isaettiuinegotiate the
terms, prices and conditions with the developer. These negotiations reflect the characteristics of the
individual projects (i.e., operational flexibility, location and size) and the benefits to the Idaho Power
system and must be cortsist with other similar energy alternatives.

On March 12, 2009, the IPUC increased the Published Avoided Cost rates. For example, the ratgdar a 20

levelized 2009 contract increased from $69.54/MWh to $88.92/MWh. This increase continues a falioratee

for PURPA project development and may lead to additional PURPA agreements. Those agreements may result in

Idaho Power acquiring energy at above wholesale market prices and at times when a surplus already exists as well as
requiring additional opational integration costs, thus increasing costs to its customers. As noted above,
substantially al/l CSPP costs are recovered through bas:

As of December 31, 2009, Idaho Power had signed agreerngnischase energy from 96 CSPP facilities with
contracts originally ranging from one to 35 years. Eighty of these facilities, with a combined nameplate capacity of
298 MW, were ofline at the end of 2009; the other 16 facilities under contract, with Ginethnameplate capacity

of 266 MW, are projected to come-tine during 2010 and 2011. The majority of the new facilities will be wind
resources which will generate on an intermittent basis. During 2009, Idaho Power purchased 970,419-megawatt
hours (MWH from CSPP facilities at a cost of $59 million, resulting in a blended price of 6.1 cents per kilowatt
hour.

Wholesale Competition

The 1992 National Energy Policy Act and the FERCGO6s rul
framework to opethe wholesale energy market to competition. Gperess transmission for wholesale customers

provides energy suppliers with opportunities to sell and deliver electricity at nimrked prices. Idaho Power

actively monitors and participates, as apprdpria energy industry developments, to maintain and enhance its

ability to effectively participate in wholesale energy markets in a manner consistent with its business goals

Wholesale Energy Market Activities
Idaho Power participates in the wholesalergg market by buying power to help meet load demands and selling

power that is in excess of | oad demands. | daho Power 0:¢
and frequently updated operating plans and influenced by customer loadst praxds, and cost and availability of
generating resources. Some of I daho Power és hydroel ec!

that is available by choosing when to run generation units and when to store water in resenesiesdetisions

affect the timing and volumes of market purchases and market sales. Even in below normal water years, there are
opportunities to vary water usage to maximize generation unit efficiency, capture marketplace economic benefits
and meet load seand. Wholesale energy market prices and compliance factors, such as allowable river stage
elevation changes and flood control requirements, influence these dispatch decisions.

Transmission Services

| daho Power 6s gener at i thrgugh ita iotegraied tiaresmissiarr sgstefn and are opeyated e c t e d
on a coordinated basis to achieve maximum4doaalr r yi ng capabi l ity and reliabilit
system is directly interconnected with the transmission systems of the Bonnewide Rdministration (BPA),

Avista Corporation, PacifiCorp, NorthWestern Energy and NV Energy. Such interconnections, coupled with

transmission line capacity made available under agreements with some of the above entities, permit the interchange,
purchaseand sale of power among all major electric systems in the west interconnecting with thepeédikiag

)
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northern and summareaking southern regions of the western power system. Idaho Power provides wholesale
transmission service and provides firm and-fiom wheeling services for eligible transmission customers. Idaho
Power is a member of the Western Electricity Coordinating Council, the Western Systems Power Pool, the
Northwest Power Pool, the Northern Tier Transmission Group, and the North Americgy Etendards Board.

These groups have been formed to more efficiently coordinate transmission reliability and planning throughout the
western grid.

Resource Planning

Idaho Power filed its 2009 Integrated Resource Plan (IRP) with the IPUC and OPUCeimliz 2009. Idaho
Power updates the | RP every two years. The | RP foreca:
years, analyzes potential supsigle and demanside options and identifies nei@rm and longerm actions.

The fourprimary goals of the IRP are to:

(1) identify sufficient resources to reliably serve
area throughout the 2@ar planning period;

(2) ensure the selected resource portfolio balances cost, righaindnmental concerns;

(3) give equal and balanced treatment to both sugigly resources and demaside measures; and

(4) involve the public in the planning process in a meaningful way.

The 2009 IRP analyzed supgide resources, demasile manageent programs, and transmission options taking
into account many factors including the estimated costs of complying with potential carbon legislation as part of
determining the preferred resource portfolio. The preferred portfolio positions Idaho Poa@mnfadiance with
anticipated carbon regulations and a federal Renewable Electricity Standard (RES). Due to the uncertainty
regarding future carbon regulations, no new conventional coal resources were selected in the preferred portfolio.

During the develpment of the 2009 IRP, Idaho Power conducted regular public meetings with the IRP Advisory
Council (IRPAC). The IRPAC members include the IPUC, the OPUC, political, environmental, and customer
representatives and representatives of other public intamgig IRPAC meetings also serve as the primary forum
for involving the public in the planning process.

During the time between resource plan filings, the public and regulatory oversight of the activities identified in the
IRP allows for discussion andljaistment of the IRP as warranted. ldaho Power makes periodic adjustments and
corrections to the resource plan to reflect changes in technology, economic conditions, anticipated resource
development and regulatory requirements.

Supply-side Resource

The foundation of | daho P o wa®vnell genesation faglities incuding@7 ces i s it
hydroelectric plants, two gdged plants and cmwnership in three codiredp | ant s (di scussed i n @l
PROPERTI ESO) . T o bneddss IdahePoweu dlso utilizes lemgersma uP R &6 s to supply

energy needed to serve customers.

Idaho Power also has projects identified for construction that including ths®00angley Gulch combined

cycle power plant, and a 49 MW expansion of $ifshone Falls hydroelectric facility. Idaho Power is also

planning the Boardman to Hemingway and the Gateway West transmission lines and constructing the Hemingway
substation to improve reliability, relieve congestion and provide system flexibility(ior e i nf or mati on s e
7 MD&A 1 LIQUIDITY AND CAPITAL RESOURCESI Capital RequirementsMa j o r Projectso). T h
included discussion related to the following resources:

Geothermal RFPs

Although the results of previously conducted geothenaplest for proposal (RFRyocesses have been

disappointing, Idaho Power continues to work with project developers capable of delivering energy to the
companyo6s service ar ea. -MW mhaementsBfgeothermahenaesgy in the200PdRe d t wo |
preferred portfolio, one in 2012 and one in 2016.
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Wind RFP

The 2009 IRP preferred portfolio includes 150 MW of wind generation comidig@in 2012. In May 2009, Idaho
Power issued an RFP for up to 150 MW of wind generation to coriaeno laterthan the end of 2012. Idaho

Power accelerated the release of the wind RFP to take advantage of the benefits offered in the American Recovery
and Reinvestment Act of 2009 (ARRA or the economic stimulus package). Proposals were received in June 2009
and lcaho Power expects to submit a contract to the IPUC for approval in the first half of 2010.

Combined Heat and Power (CHP) RFP

CHP resources were not included in the 2009 IRP preferred portfolio because of the level of uncertainty in being
able to successlily develop a CHP project. However, Idaho Power continues to work with large customers and
other parties to explore CHP development opportunities.

In November 2009, Idaho Power signed an agreement to jointly investigate a CHP project with the Idataf Offic
Energy Resources (1 OER) and Amal gamated Sugar, one of |
agreement establishes the framework for a CHP feasibildi
Idaho facility that could be as large 230 MW. IOER and Idaho Power will jointly fund the study.

DemandSide Management Programs

In 2009, Idaho Power spent approximately $35 million on energy efficiency and targeted demand reduction

programs. Approximately $33 million of funding for thesegrams came from Idaho and Oregon energy

efficiency tariff riders. The balance of the funding comes from Idaho Power base rates and from the remaining

funds from the BPAO6s Conservation and Renewabl es Discol

Idaho Powehas several energy efficiency programs in place and in development, targeting savings across the entire
year and across a wide range of customer segments. The emphasis of these programs is to reduce energy
consumption, especially during periods of higlmeind and minimize or delay the need to build new sugipghy

alternatives. |l daho Power déds programs include:

e irrigation demand response and irrigation efficiency programs target irrigation customers with financial
incentives for allowing Idaho Power taénrupt service to their irrigation pumps, and for either improving
the energy efficiency of an irrigation system or installing a new energy efficiency system;

¢ residential air conditioning equipment control measures;

¢ residential energy efficiency prograasgeted at new and existing homes, focusing on customer education
and the application of energy efficiency remediation, including energy efficient building techniques,
insulation augmentation, air duct sealing, and the use of efficient lighting; and

¢ indudrial and commercial facilities application of energy efficient techniques and technologies, operational
and management processes to reduce energy consumption, and a new industrial peak reduction program.

|l daho Power 6s r evi s edramdesigngvastappooved B ¢ha IlPUCRreJaraary?809.p r o g
Participating customers receive a credit on their bills in exchange for allowing Idaho Power, within specified
parameters, to interrupt service to their irrigation pumps during certain peak hours-iwegek period in June and
July. The cost of the program was $10 million in 2009 and is expected to increase to $11 million by 2011.

|l daho Power6s voluntary Commerci al Demand Response pr o
than 200 kibwatts and was approved in May 2009 by the IPUC. Idaho Power signedyadiveontract with a
thirdparty aggregator, Ener NOC, to operate the program an

peak reductions. This program is dispatchablearimgy Idaho Power will have flexibility to schedule peak

reduction benefits during times of greatest need) and is expected to increase to 50 MW of summer peak demand
reduction availability by 2012. The anticipated cost of the program is approximatetyifi@@ over its first five

years.

Approximately $3 million of energy efficiency spending was related to research, analysis and development,
education, technology evaluation, and market transformation. Some of this activity was done in conjunction with
the Northwest Energy Efficiency Alliance (NEEA). Idaho Power contributed $1 million to the NEEA in 2009.

In 2009, |l daho Power 6s energy efficiency programs reducd
targeted demand reduction programs reduhea summer peak reduction of about 200 MW.
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Environmental Regulation

|l daho Power6s activities are subject to a broad range
designed to protect, restore and enhance the quality of the enviroimgiading air, water, and solid waste.
Environment al regulation continues to impact | daho Pow
of equipment and facilities required for compliance with such regulations, and the modificatjatenh operations

to accommodate such regulations. In addition to generally applicable regulations, the FERC licenses issued for

|l daho Power6s hydroelectric generating plants have envi
meet disslved gas and temperature standards in the tail waters downstream from the plants. Idaho Power monitors

these issues and reports the results to the appropriate regulatory agencies.

Idaho Power cawns three codfired power plants and owns two natural gasmbustion turbine power plants that
are subject to a broad range of environmental requirements, including air quality regulation.

|l daho Powerdéds environmental compliance costs will cont]
with potential additional regulation under discussion at the state and federal level. For a more detailed discussion of
these and other environmental issues, please see Part Il,itémv/D &IAENVI RONMENTAL | SSUES. o

Idaho Power estimates its environmental exjiires, based upon present environmental laws and regulations, will
be as follows, excluding Allowance for Funds Used During Construction (AFUDC) (in millions of dollars):

2010 20117 2012

Studies and measures related to environmental concerns aelegtric facilities $ 6 $ 21
Investments in environmental equipment and facilities at thermal plants 12 41
Total capital expenditures $ 18 % 62
Operating costs for environmental facilitiellydroelectric $ 16 $ 41
Operating costs faenvironmental facilities Thermal 8 19
Total operations and maintenance $ 24 $ 60

IFS

IFS invests primarily in affordable housing developments, which provide a return principally by reducing federal

and state income taxes through tax cregiits accelerated tax depreciation benefits. IFS generated tax credits of $8
million, $11 million and $15 million in 2009, 2008 and
rehabilitation projects such as the Empire Building in BoishdddFS made $14 million and $8 million of new

investments during 2009 and 2008, respectively, and will continue to review future legislation for new opportunities

for investment that will be commensurate with the ongoing needs of IDACORP.

IFS has focusion a diversified approach to its investment strategy in order to limit both geographic and operational
risk. Over 90 percent of | FS6s investments have been |
gross amount of I1$P0%ilson ip @x ctellitonvestments. gTheséd irevestments cover 49 states,

Puerto Rico and the U.S. Virgin Islands. The underlying investments include over 700 individual properties, of

which all but three are administered through syndicated funds.

IDA-WEST
Ida-West operates and has a 50 percent interest in nine hydroelectric plants with a total generating capacity of 45
MW. Four of the projects are | ocated in I daho and fi v

faci | ider PURPA Idaho Power purchased all of the power generated-byddaat 6 s f our | daho hy
projects at a cost of $9 million in 2009 and $8 million in both 2008 and 2007.
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ITEM 1A. RISK FACTORS

The following are factors that could havsignificant impact on the operations and financial results of IDACORP,
Inc. and Idaho Power Company and could cause actual results or outcomes to differ materially from those discussed
in any forwardlooking statements:

¢ Reduced hydroelectric generation ca reduce revenues and increase costs, and reduce earnings and
cash flows. Idaho Power Company has a predominately hydroelectric generating base. Because of Idaho
Power Companydés heavy reliance on hydrtoopdrations. r i ¢ gen
When hydroelectric generation is reduced, Idaho Power Company must increase its use of generally more
expensive thermal generating resources and purchased power and opportunitiesykienffsales are
reduced, which reduces revenuesadidition, while Idaho Power Company can expect to recover the
majority of the net power supply costs above the level included in its rates, recovery of the excess amounts
does not occur until the subsequent power cost adjustment year.
e Continuing declinesin stream flows and overappropriation of water in Idaho may reduce
hydroelectric generation and revenues and increase cost§he combination of declining Snake River
base flows, oveappropriation of water and drought conditions have led to disputesgasncface water
and ground water irrigators, and the state of Idaho. Recharging the Eastern Snake Plain Aquifer, which
contributes to Snake River flows, by diverting surface water to porous locations and permitting it to sink
into the aquifer is one proped solution to the dispute. Diversions from the Snake River for aquifer
recharge may further reduce Snake River flows available for hydroelectric generation and reduce Idaho
Power Companyds revenues and i ncr e ameatagreementsvith Il daho
the state of Idaho resolves litigation regarding certain Idaho Power Company water rights on the Snake
River and provides for ongoing Snake River water issues to be addressed in the comprehensive aquifer
management plan process. Hoeethere is no assurance that this process will lead to increased Snake
River stream flows for I daho Power Company6s hydroe
initiated legal action against the U.S. Bureau of Reclamation over the interpretatieffect of a 1923
contract with the U.S. Bureau of Reclamation on the operation of the American Falls Reservoir and the
release of water from that reservoir to be used at
projects. The comprehensive dguimanagement plan process and the resolution of the litigation may
affect Snake River flows available for hydroelectric generation and thereby reduce Idaho Power Company
revenues and increase costs.
el daho Power Companyds reliance on coal and natur al
exposes it to risk of increased costs and reduced earnings. addition to hydroelectric generation, Idaho
Power Company relies on coal and natural gas tatiigeneration facilities. Market price increases in
coal and natural gas can result in reduced earnings. Increases in demand for natural gas, including
increases in demand due to greater industry reliance on natural gas for power generation, nray result
market price increases, shtetm price volatility and/or supply availability issues. In addition, delivery of
coal and natural gas depends upon gas pipelines, rail lines, rail cars and roadways. Any disruption in Idaho
Power Company dyreqtiira thd congpang o fing altenzative fuel sources at higher costs, to
produce power from higher cost generation facilities or to purchase power from other sources at higher
costs.
eLoad growth in I daho Power Co mp eater haketamdr vi ce territ
operational risk and could increase costs and reduce earnings and cash flows.
0 Increases in both the number of customers and the demand for energy have resulted and may continue
to result in increased reliance on purchased power to maeteersload requirements. The price
volatility of electricity has substantially increased from what it was at the inception of the power cost
adjustment. While Idaho Power Company can expect to recover the mafdtigynet power supply
costs above theamounts included in its rates, recovery of the excess amounts does not occur until the
subsequent power cost adjustment year, and the remaining amount is absorbed by Idaho Power
Company which could increase costs and reduce earnings and cash flows.
0 lLoadgowt h can result in the need for additional i nv
infrastructure to serve the new load. If Idaho Power Company were unable to secure timely rate relief
from the Idaho Public Utilities Commission, the Oregon Public Utility @assion or the Federal
Energy Regulatory Commission to recover the costs of these additional investments, the resulting
regulatory lag would have a negative effect on earnings and cash flows.
o Load growth can create planning and operating difficultiesdfahd Power Company that can
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negatively impact its ability to reliably serve customers.

e Weather can reduce power sales and revenues and reduce earnings and cash flowarmer than
normal winters, cooler than normal summers and increased rainfall durimgghgon seasons will reduce
retail revenues from power sales and may impact the amount and timing of hydroelectric generation.
Extreme weather events can disrupt transmission and distribution systems and cause service interruptions
and extended outaggnd potentially interrupt use of generation resources. Disruption in transmission and
distribution systems increases operations and maintenance expenses and reduces earnings and cash flows.

el daho Power Companyods ri sk maniagdochedgimytpowprandigasy and pr
exposures and counterparty creditworthiness may not always perform as intended, and we may
suffer economic lossesldaho Power Company actively manages the market risk inherent in its energy
related activities and counterpadredit positions. Idaho Power Company has procedures that monitor
compliance with our risk management policies and programs, including verification of transactions, regular
portfolio reporting of various risk management metrics and daily counterpadif tsk analysis.
However, actual hydroelectric and thermal generation, transmission availability and market prices may be
significantly different than those originally planned for when we enter into our risk management positions.
The high volatility d these items creates uncertainty in the appropriate amount of hedging activity to
pursue. Forecasts of future loads and available resources to meet those loads are inherently uncertain and
may cause ldaho Power Company to ewgrunderhedge actual resoce needs, exposing the company to
market risk on the ovepr underhedged position. Changes in market prices are also unpredictable and can
at times result in Idaho Power Companyds hedged pos
positions. lmddi t i on, |l daho Power Companyds counterparty
from failing to perform, forcing the company to replace forward contracts with transactions in the open
market. As a result, risk management decisions may hgniicant impacts if actual events result in
greater losses or costs in delivering energy to customers and could negatively affect financial condition,
results of operations or cash flows.

¢ Increased capital expenditures can significantly affect liquidity.Increases in both the number of
customers and the demand for energy require expansion and reinforcement of transmission and distribution
systems and generating facilities. If Idaho Power Company does not receive timely regulatory recovery,
Idaho Power Capany will have to rely more on external financing for its future utility construction
expenditures. These large planned expenditures may weaken the consolidated financial profile of
IDACORP, Inc. and Idaho Power Company. Additionally, a significanigrodf Idaho Power

Companyodés facilities were constructed many years ag
accordance with industry practices, may require significant capital expenditures. Failure of equipment or
facilities used in Idaho PowerCompy 6 s system could potentially increas

expenses, purchased power expenses and capital expenditures.
e If the Idaho Public Utilities Commission, the Oregon Public Utility Commission or the Federal

Energy Regulatory Commission grant lessate recovery in rate case filings than Idaho Power

Company needs to cover increased costs of providing services, earnings and cash flows may be

reduced If the Idaho Public Utilities Commission, the Oregon Public Utility Commission or the Federal

EnergyRegulatory Commission grant less rate recovery in rate case filings than Idaho Power Company

needs to cover increased costs of providing services, it may have a negative effect on earnings and cash

flows and could result i mddowmdhmoadPowesf CloInhAGARB,s Icm
e Climate change could affect customer demand and hydroelectric generation and disrupt

transmission and distribution systems, reducing earnings and cash flow&ong-term climate change

could affect Idaho Power Compa® s business in a variety of ways, 1in

and precipitation could affect customer demand, (ii) extreme weather events could increase service

interruptions, outages, and maintenance costs; (iii) changes in the amount agafistiowpack and

stream flows could adversely affect hydroelectric generation, and (iv) legislative and/or regulatory

developments related to climate change could affect plans and operations including placing restrictions on

the construction of new gendien resources, the expansion of existing resources, or the operation of

generation resources in genewad (v) consumer preference for, and resource planning decisions

requiring, renewable or low GH@&mitting sources of energy could impact demand frgistiag sources

and require significant investment in new generation and transmission resodmged. these effects of

climate change could reduce I daho Power Companyds e
e Complying with environmental laws and regulations will increase capital expenditures and operating
costs and may reduce I daho Power Company6s earnings

electricity needs of its customersidaho Power Company is subject to extensive federal, state and local
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environmental statas, rules and regulations relating to air quality, water quality, natural resources and

health and safety. Compliance with these environmental statutes, rules and regulations involves significant
capital and operating expenditures. Congress is consigiegislation to limit and reduce greenhouse gas

emissions, and the Environmental Protection Agency is taking action to address climate change and

regulate greenhouse gas emissions, including the adoption of new reporting requirements that apply to
IdahoPower Companybés facilities. The Environment al P
Afendanger ment findingd for greenhouse gas emissions
Air Act will require it to regulate carbon dioxide and other greeshayas emissions from major stationary
sources, including I daho Power Companyb6s thermal f a
standards for motor vehicles. The adoption of a mandatory federal program to reduce carbon dioxide and

other greenhase gas emissions would raise uncertainty about the future viability of fossil fuels,

specifically coal, as an economical energy source for new and existing electric generation facilities.

Mercury and ot her pollutant eherind fadlittemiase afsasabjactiod a ho Po
extensive regulation. The adoption of new statutes, rules and regulations to reduce emissions, including

controls to reduce carbon dioxide, greenhouse gas, mercury or other pollutant emissions will result in
increasecdtapital expenditures and could increase the cost of operatinfiresbdjenerating plants or make

them uneconomical to operate and result in reduced earnings and cash flows.

Complying with state or federal renewable energy portfolio standards could inciEse capital

expenditures and operating costs and reduce earnings and cash flowsnumber of states have

adopted renewabl e energy portfolio standards. I dah
required to comply with a ten percent renewable ggnportfolio standard beginning in 2025, and it is

possible that Idaho and other states in which Idaho Power Company operates or sells power could adopt
renewable energy portfolio standards in the future. A bill passed by the U.S. House of Representatives

June 26, 2009, would, if enacted, require utilities to obtain as much as 20 percent of their electricity from
renewable sources by 2020 and reduce demand by an additional 5 percent through conservation and

increased energy efficiency. A bill pendimgthe U.S. Senate would require 15 percent of electricity from

renewable sources by 2021. New state or federal renewable energy portfolio standards could increase

capital expenditures and operating costs and reduce earnings and cash flows.

The listing asthreatened or endangered under the Endangered Species Act of fish, wildlife or plant

species that are found in the areas of I daho Power
lines may require mitigation, affect the location of a project or the allity to construct a project and

result in increased capital expenditures and operating costdelicensing of the Hells Canyon and Swan

Falls hydroelectric projects and the construction of Langley Gulch and the Gateway West and Boardman to
Hemingway tranmiission lines require consultation under the Endangered Species Act to determine the

effects of these projects on any listed species within the project areas. The recent listing of slickspot

peppergrass as a threatened species will require an Endangeoses3\ct consultation for the

transmission and water lines for Langley Gulch as well as for the Gateway West and Boardman to

Hemi ngway transmission |ines. This listing may al s
wind power from any wind peer farms that were to be built in these areas. Any negative effects of the

listing of slickspot peppergrass or any other species under the Endangered Species Act may require

mitigation, cause a delay in relicensing or construction of projects, affdoctitéon or ability to construct

a project and increase the costs of construction and operations.

Conditions that may be imposed in connection with hydroelectric license renewals may require large

capital expenditures, increase operating costs, reduce hyelectric production and reduce earnings

and cash flows.daho Power Company is currently involved in renewing federal licenses for several of its
hydroelectric projects. The Federal Energy Regulatory Commission may impose conditions with respect to

emi ronmental, operating and other matters in connec’
Il icenses. These conditions could have a negative e
large capital expenditures and increase operating cesis;e hydroelectric production and reduce

earnings and cash flows.

|l daho Power Company6s business is subject to subst a
adversely affected by increased costs resulting from, or liability under, existing or future redations

or requirements. Idaho Power Company is subject to extensive federal and state laws, policies, and

regulations, as well as regulatory actions and regulatory audits, including those of the Federal Energy

Regulatory Commission, the Environmental teotion Agency, the North American Electric Reliability

Corporation, the Western Electricity Coordinating Council and the public utility commissions in Idaho,

Oregon and Wyoming. Some of these regulations are changing or subject to interpretatiotyrartd fai
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comply may result in penalties or other adverse consequences. ldaho Power Company has reported
compliance issues to the Federal Energy Regulatory Commission, and the Western Electricity Coordinating
Council has recently completed an audit of kality standards. Compliance with these requirements
directly influences I daho Power Company®d6s operating
Power Companyds operating costs.

IDACORP, Inc., its affiliate IDACORP Energy and Idaho Power Companyare subject to costs and

other effects of legal and regulatory proceedings, settlements, investigations and clainl®BACORP,

Inc., IDACORP Energy and Idaho Power Company are involved in a number of proceedings, including the
California refund proceeding, portion of which remains pending before the Federal Energy Regulatory
Commission and the United States Court of Appeals for the Ninth Circuit; a refund proceeding affecting
sellers of wholesale power in the spot market in the Pacific Northwest; ancdcahee proceedings

originating at the Federal Energy Regulatory Commission, a portion of which remains pending in the

United States Court of Appeals for the Ninth Circuit. It is possible that additional proceedings related to

the western energy situatiomay be filed in the future against IDACORP, Inc., IDACORP Energy or Idaho
Power Company. IDACORP, Inc. and Idaho Power Company are or may also be subject to costs and other
effects of additional legal claims, actions and complaints, including thosedraddtee Jim Bridger, Valmy

and Boardman codired plants, in which Idaho Power Company holds an ownership interest. State
attorneys general have brought actions against compagrigléng additional disclosure of climate change
related risks and impactand private parties have brought tort actions against companies relating to their
alleged contribution to climate change. If IDACORP, Inc., IDACORP Energy or Idaho Power Company

are required to make payments in connection with any legal or regulatmeepgling, settlement,

investigation or claim, earnings and cash flows could be negatively affected.

As a holding company, IDACORP, Inc. does not have its own operating income and must rely on the
upstream cash flows from its subsidiaries to pay dividendsral make debt payments.IDACORP, Inc.

is a holding company and thus its primary assets are shares or other ownership interests of its subsidiaries,

primarily I daho Power Company. Consequently, | DACC
itsddbt i s dependent upon dividends and other payment s
subsidiaries are separate and distinct legal entities and have no obligation to pay any amounts to

IDACORP, Inc., whether through dividends, loans or otleeypme n't s . The ability of |

subsidiaries to pay dividends or make distributions to IDACORP, Inc. depends on several factors, including

their actual and projected earnings and cash flow, capital requirements and general financial condition,

regulatory restrictions, and the prior rights of holders of their existing and future first mortgage bonds and

other debt securities.

A downgrade in | DACORP, I nc. s and I daho Power Comp
t he compani acss capitali imciedsd their cost of borrowing, and require the companies

to post collateral with transaction counterparties. Credit rating agencies periodically review the

corporate credit ratings and lotgrm ratings of IDACORP, Inc. and Idaho Pov@mpany. IDACORP,

Inc. and Idaho Power Company also have borrowing arrangements that rely on the ability of the banks to

fund | oans or support commerci al paper . Downgrades
credit ratings, or those affectingaet i onshi p banks, could | imit the comg
including the commercial paper markets, require the companies to pay a higher interest rate on their debt

and require the companies to post collateral with transaction counterparties.

Volatility and decreased lending capacity in the financial markets may negatively affect IDACORP,

I nc. s and I daho Power Companyds ability to access
IDACORP, Inc. and Idaho Power Company require liquiditpag operating expenses and principal of and

interest on debt and to finance capital expendituF@sancial markets have experienced extreme volatility

and disruption, causing the cost of borrowing to rise and the availability of liquidity and credit for

borrowers to decrease; As a result, IDACORP, Inc. and Idaho Power Company may experience higher

interest costs and/or be unable to access capital, including the commercial paper markets. These conditions
may adversely affect | BACOBMpahpbésbdéseanlitbdahoopPewa
condition and cash flows.

One or more of the banks participating in | DACORP,
facilities could default on their obligations to fund loans requested by the companies oould

withdraw from participation in the credit facilities, which could negatively affect cash flows and the

ability to meet capital requirements. IDACORP, Inc. and Idaho Power Company have $100 million and

$300 million multtyear revolving credit facilies, respectively, with a group of lender banks that expire in

April 2012. These facilities supplement operating cash flow and provide a primary source of liquidity. The
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facilities are also used as backup for commercial paper borrowings and are af@ilgblesral corporate
purposes. IDACORP, Inc. and Idaho Power Company are subject to the risk that one or more of the
participating banks may default on their obligations to make loans under the credit facilities. IDACORP,
Il nc. and | da h oinaBilaywoeobtainGaams prader théir sespective credit facilities as needed
could negatively affect cash flows and the ability to meet capital requirements.
e IDACORP and Idaho Power Company may incur losses on their investments or be unable to sell
their investments when they desire to do so, which could adversely affect their liquidity and financial
condition. IDACORP and Idaho Power Company invest cash in gieom interest bearing accounts,
including money market funds. Volatility in the financial mkgts may result in a lack of liquidity and
declines in value of some money market funds. The companies may realize additional losses on some or all
of their invested funds or be unable to sell their investments when they desire to do so. This could
adve sely affect | DACORP6s and I daho Power Companyos
¢ National and regional economic conditions may cause increased late payments and uncollectible
accounts, which would reduce earnings and cash flow&ecent concerns overengy costs, the
availability and cost of credit, declining business and increased unemployment have contributed to a
recession. These factors have resulted, and may continue to result, in an increase in late payments and
uncollectible accounts and reddulcd ACORP | nc. ds and | daho Power Compan
¢ National and regional economic conditions, in conjunction with increased electric rates, may reduce
energy consumption, which may reduce revenues and future growthlhe present economic egsion
and increased rates may reduce the amount of energy our customers consume, result in a loss of customers
and reduce customer growth. A decrease in overall customer usage may reduce revenues, earnings, and
future growth.
e Adverse results of income ta audits could reduce earnings and cash flowsT'he outcome of ongoing
and future income tax audits could differ materially from the amounts currently recorded, and the
di fference could reduce | DACORPO6s and I daho Power C
e Employee workforce factors could increase costs and reduce earningslaho Power Company is
subject to workforce factors, including, but not limited to, loss or retirement of key personnel, availability
of qualified personnel, an aging workforce, and impadtefforts to organize workforce, including the
possible unionization of one or more segments of the workforce. The costs of attracting and retaining
appropriately qualified employees to replace an aging workforce could reduce earnings and cash flows.
e Terrorist threats and activities could result in reduced revenues and increased cost©ACORP, Inc.
and ldaho Power Company are subject to direct and indirect effects of terrorist threats and activities.
Potential targets include generation and transanidacilities. The effects of terrorist threats and activities
could prevent Idaho Power Company from purchasing, generating or transmitting power and result in
reduced revenues and increased costs.
¢ IDACORP, Inc. and Idaho Power Company could be vulnerale to security breaches or other similar
events that could disrupt their operations, require significant capital expenditures and/or result in
claims against the companiesin the normal course of business, Idaho Power Company collects,
processes and réta sensitive and confidential customer and proprietary information. Despite the security
measures in place, l daho Power Compatyselice facilities
providers, could be vulnerable to security breaches or other sewiats that could interrupt operations,
resulting in a shutdown of service and expose Idaho Power Company to liability. In addition, Idaho Power
Company may be required to expend significant capital and other resources to protect against security
breacles or to alleviate problems caused by security breaches.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None
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ITEM 2. PROPERTIES

|l daho Power6s system is comprised of 17 hydroelectric
Oregon, twanatural gadired plants located in southern Idaho and interests in thrediosgisteam electric

generating plants located in Wyoming, Nevada and Oregon. The system also includes approximately 4,796 pole

miles of highvoltage transmission lines, 23 gtep transmission substations located at power plants, 22

transmission substations, eight switching stations, 223 energized distribution substations (excluding mobile

substations and dispatch centers) and approximately 26,675 pole miles of distribeton lin

Idaho Power holds FERC licenses for all of its hydroelectric projects that are subject to federal licensing. These
projects and the other generating stations and their nameplate capacities are listed below:

Nameplate
Capacity License
Project (kW) Expiration
Hydroelectric Developments:
Properties subject to federal licenses:
Lower Salmon 60,000 2034
Bliss 75,000 2034
Upper Salmon 34,500 2034
Shoshone Falls 12,500 2034
CJ Strike 82,800 2034
Upper Malad- Lower Malad 21,770 203t
Brownlee- Oxbow- Hells Canyon 1,166,900 200t (1)
Swan Falls 27,170 201C
American Falls 92,340 202t
Cascade 12,420 2031
Milner 59,448 203¢
Twin Falls 52,897 204C
Other Hydroelectric:
Clear Lakes Thousand Springs 11,300
Total Hydroelectric 1,709,045
Steam and Other Generating Plants:
Jim Bridger (coafired) (2) 770,501
Valmy (coatfired) (2) 283,500
Boardman (coafired) (2) 64,200
Danskin (gadired) 270,900
Salmon (dieseinternalcombustion) 5,000
Bennett Mountain (gafired) 172,800
Total Steam and Other 1,566,901
Total Generation 3,275,946
® Licensed on an annual basis while application for new rgetr license is pending.
@ daho Power6s ownership interests are 33 percent for

shown represent I daho Powerds share.

Relicensing of I daho Power 6s hydr ofeNIBACtRELICENSING®DFect s i s
HYDROELECTRI C PROJECTS. o

Idaho Power owns in fee all of its principal plants and other important units of real property, except for portions of
certain projects |Iicensed under t he Fpdypertyisasosubjecer v o
to the | ien of its Mortgage and Deed of Trust and t
property is subject to minor defects common to properties of such size and character that do not materially impai
the value to, or the use by, Idaho Power of such properties. Idaho Power considers its properties-to be well
maintained and in good operating condition.

i rs
he |
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IERCo owns a onthird interest in Bridger Coal Company and coal leases near the Jim By@lggnating plant in
Wyoming from which coal is mined and supplied to the plant.

Ida-West holds 50 percent interests in nine operating hydroelectric plants with a total generating capacity of 45 MW.
These plants are located in Idaho and California.

ITEM 3. LEGAL PROCEEDINGS
Pl ease see Note 10 to | DACORPO6s and | daho Power ds cons
ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
None
EXECUTIVE OFFICERS OF THE REGISTRANTS

The names, ages and positions of athef executive officers of IDACORP, Inc. and Idaho Power Company are

listed below along with their business experience during the past five years. Mr. J. LaMont Keen and Mr. Steven R.
Keen are brothers. There are no other family relationships amongpffieses, nor is there any arrangement or
understanding between any officer and any other person pursuant to which the officer was elected.

J. LAMONT KEEN, 57
¢ President and Chief Executive Officer of IDACORP, Inc., July 1, 20p&sent.
President and Géf Executive Officer of Idaho Power Company, November 17, 200@sent.
Executive Vice President of IDACORP, Inc., March 1, 20QRily 1, 2006.
President and Chief Operating Officer of Idaho Power Company, March 1) 2002ember 17, 2005.
Senior VicePresident Administration and Chief Financial Officer of IDACORP, Inc. and Idaho Power
Company, May 1999 March 2002.
e Member of the Boards of Directors of both IDACORP, Inc. and Idaho Power Company.
DARREL T. ANDERSON, 51
e Executive Vice PresideiitAdministrative Services and Chief Financial Officer of IDACORP, Inc. and
Idaho Power Company, October 1, 2G08resent.
e Senior Vice Presiderit Administrative Services and Chief Financial Officer of IDACORP, Inc. and Idaho
Power Company, July 1, 20040ctobel, 2009.
¢ Vice President, Chief Financial Officer and Treasurer of IDACORP, Inc. and Idaho Power Company,
March 2002 July 2004
¢ Vice President Finance and Treasurer of IDACORP, Inc. and Idaho Power Company, May 2&Zh
2002.
DANIEL B. MINOR, 52
e Executive Vice PresideiitOperations of Idaho Power Company, October 1, 200&sent.
e Senior Vice Presiderit Delivery of Idaho Power Company, July 1, 200@ctober 1, 2009.
¢ Vice President Administrative Services & Human Resources of IDACORP, Ind.ldaho Power
Company, November 2008 July 2004
¢ Vice President Corporate Services of I[daho Power Company, May 2088vember 2003
¢ Director of Audit Services of Idaho Power Company, July 200ay 2003.
REX BLACKBURN, 54
e Senior Vice President and Gaal Counsel, IDACORP, Inc. and Idaho Power Company, April 1, 2009
present.
e Lead Counsel of Idaho Power Company, January 1, 200&rch 31, 2009.
e Lawyer at Blackburn and Jones, LLP, January 200@cember 31, 2007.
LISA A. GROW, 44
e Senior Vice Presiderni Power Supply of Idaho Power Company, October 1, 200@sent.
¢ Vice President Delivery Engineering and Operations of Idaho Power Company, July 20j 2005
September 30, 2009
e General Manager of Grid Operations and Planning of Idaho Power CompanyeO2®4i July 20, 2005
e Operations Manager (Grid Ops) of Idaho Power Company, Marchi2Q@2ober 2004.
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STEVEN R. KEEN, 49
¢ Vice President and Treasurer of IDACORP, Inc. and Idaho Power Company, June 1 p?é8ént.
¢ President of IDACORP Financial Seres, September 1998Viay 31, 2007.
PATRICK A. HARRINGTON, 49
e Corporate Secretary of IDACORP, Inc. and Idaho Power Company, March 15; pé&sent.
e Senior Attorney, June 2003March 15, 2007.
DENNIS C. GRIBBLE, 57
¢ Vice President and Chief Informationf@er of IDACORP, Inc. and Idaho Power Company, June 1, 2006
T present.
¢ Vice President and Treasurer of IDACORP, Inc. and Idaho Power Company, July 2004 1, 2006.
LORI D. SMITH, 49
¢ Vice President Corporate Planning and Chief Risk OfficerlBIACORP, Inc. and Idaho Power
Company, January 1, 2008resent.
¢ Vice President Finance and Chief Risk Officer of IDACORP, Inc. and Idaho Power Company, July 2004
1 January 1, 2008.
LUCI K. MCDONALD, 52
¢ Vice President Human Resources of IDACORP, Irand Idaho Power Company, December 2004
present.
e Corporate Staff Director of Human Resources of Boise Cascade Corporation, SeptembieNa@&ber
2004.
NAOMI SHANKEL, 38
¢ Vice President, Audit and Compliance of IDACORP, Inc. and Idaho Power Compangmbep 21, 2006
T present.
¢ Director, Audit Services of IDACORP, Inc. and Idaho Power Company, Julyi2@@ptember 21, 2006.
JEFFREY MALMEN, 42
¢ Vice President Public Affairs of IDACORP, Inc. and Idaho Power Company, October 1, PQb8sent.
e Senior Mamgeri Governmental Affairs of IDACORP, Inc. and Idaho Power Company, December xx,
200771 October 1, 2008
eChief of Staff of the Office of IidNaveroberQaOv er nor C. L.
e Chief of Staff of the Office of Idaho Congressman GilBut c ho Ot t eirDecethen2008.r y 2001
JOHN R. GALE, 59
¢ Vice President Regulatory Affairs of Idaho Power Company, March 20Qikesent.
WARREN KLINE, 54
¢ Vice President Customer Service and Regional Operations of Idaho Power Company, July 20, 200
present.
e General Manager of Regional Operations of Idaho Power Company, Marchi 208220, 2005.
N. VERN PORTER, 50
¢ Vice President Delivery Engineering and Operations, Idaho Power Company, October 1| 2088ent.
e General Manager of Power Protioa of Idaho Power Company, April 22, 200@®ctoberl, 2009.
e Senior Manager of Power Supply Operations of Idaho Power Company, August 20€B22, 2006.
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PART Il

I TEM 5. MARKET FOR REGI STRANT6S COMMON EQMATTERS RELATE
AND ISSUER PURCHASES OF EQUITY SECURITIES

| DACORP&s common stock, without par value, is traded o]
there werel3,803holders of record and the stock price wa8.92per share.

The outstandingshr es of | daho Power ds common stock, $2.50 par v
IDACORP became the holding company of Idaho Power on October 1, 1998.

The amount and timing of dividends pai detomof|l DACORPO&s c
| DACORPb&6s Board of Directors. The Board of Directors |
appropriateness i n | i gh-termdifancialpdsiton Bnd Gesultsofoperatonst capitah d | on g
requirements, rating agencequirements, legislative and regulatory developments affecting the electric utility

industry in general and Idaho Power in particular, competitive conditions and any other factors the Board of

Directors deems relevant. The ability of IDACORP to payd#inds on its common stock is dependent upon

dividends paid to it by its subsidiaries, primarily Idaho Power.

A covenant under | DACORPO6s credit facilit-LlQEIBIGY | daho P
AND CAPITAL RESOURCES FinancingPrgramsi Cr edit Facilitieso requires | DAC
maintain leverage ratios of consolidated indebtedness to consolidated total capitalization, as defined, of no more

than 65 percent at the end of each fiscal quarter.

| daho Power 6 efCddéuetappreved bg thedlRUC on April 21, 2008, states that Idaho Power will not

pay any dividends to | DACORP that wil!l reduce | daho Po:
adjusted capital without IPUC approval. Idaho Power mitstio approval of the OPUC before it could directly or

indirectly loan funds or issue notes or give credit on its books to IDACORP.

Il daho Powerds ability to pay dividends on its common s
dividends on its cmmon stock are limited to the extent payment of such dividends would violate the covenants or

|l daho Power 6s Code of Conduct. At December 31, 2009, f
51 percent and 53 percent, respectively. Basedoathesest ri cti ons, | DACORPG6s and | d

limited to $608 million and $514 million, respectively, at December 31, 2009.

|l daho Powerds articles of incorporation contain restri
prefered stock dividends are in arrears. ldaho Power has no preferred stock outstanding. IDACORP and Idaho
Power paid dividends of $57 million, $54 million and $53 million in 2009, 2008 and 2007, respectively.

The following table shows the reported highdnd w s al es price of | DACORPG6s commor
for 2009 and 2008 as reported in the consolidated transaction reporting system.

Quarters
Common Stock, without par value: 1% 2" 3¢ 4"
2009
High $ 3047 $ 26.20 $ 2956 $ 32.83
Low 20.91 22.22 24.68 27.71
Dividends paid per share 0.30 0.30 0.30 0.30
2008
High $ 3511 $ 33.36 $ 3389 $ 30.66
Low 28.74 28.55 27.96 21.88
Dividends paid per share 0.30 0.30 0.30 0.30

Issuer Purchases oEquity Securities:

None
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Performance Graph

The following performance graph shows a comparison of theyfae cumulative total shareholder return for
IDACORP common stock, the S&P 500 Index and the Edison Electric Institute (EEI) Electric Utilitees The
data assumes that $100 was invested on December 31, 2004, with begfrpenipd weighting of the peer group
indices (based on market capitalization) and monthly compounding of returns.

Comparison of Cumulative Total Return
$100 Invested December 31, 2004

$175
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Periods Ending December 31
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[ =—1DACORP.Iuc. _— S&P300Index -—=-EEI Electric Utilities Index ]

Source: Bloomberg and Edison Electric Institute

EEI Electric
IDACORP S & P 500 Utilities Index
2004 $ 100.00 $ 100.00 $ 100.00
2005 99.86 104.91 116.05
2006 136.18 121.46 140.14
2007 128.56 128.13 163.34
2008 111.83 80.73 121.03
2009 126.99 102.10 133.99
The foregoingpper f or mance graph and data shal |l -Kfoopurposesofde emed A

Section 18 of the Securities Exchange Act of 1934 or otherwise subject to the liabilities of that section and should
not be deemed incorporated by referente amy other filing of IDACORP or Idaho Power under the Securities Act
of 1933 or the Securities Exchange Act of 1934, except to the extent IDACORP or Idaho Power specifically
incorporates it by reference into such filing.
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ITEM 6. SELECTED FINANCIAL DATA

IDACORP, Inc.
SUMMARY OF OPERATIONS
(thousands of dollars except per share amounts)

2009 2008 2007 2006 2005

Operating revenues $ 1,049,800 $ 960,414 $ 879,394 $ 926,291 $ 842,864
Operating income 203,583 190,667 152,078 169,704 154,653
Income from continuing operations 124,375 98,245 81,803 100,075 85,716
Diluted earnings per share from

continuing operations 2.64 2.17 1.86 2.34 2.02
Dividends declared per share 1.20 1.20 1.20 1.20 1.20
Financial Condition:
Total assets $ 4,238,727 $ 4,022,845 $ 3,653,308 $ 3,445,130 $ 3,364,126
Longterm debt (including current portion 1,419,070 1,269,979 1,168,336 1,023,773 1,039,852
Financial Statistics:
Times interest charges earned:

Before tax!) 2.88 2.47 2.35 2.78 2.65

After tax® 2.59 2.23 2.16 2.54 2.37
Book value per shaf@ $ 2923 % 2785 % 26.89 $ 2576  $ 23.96
Marketto-book ratio® 109% 106% 131% 151% 121%
Payout ratid” 45% 55% 65% 48% 79%
Return on yeaend common equif§) 8.9% 7.5% 6.8% 9.5% 6.2%

The financial statistics listed above are calculated in the following manner:

® The sum of interest on lorlgrm debt, other interest expense excluding the allowance for funds used during construction credits (AFUD
income before income taxes divided by the sum of interest ortéongdebt and other interest expense exolgdiFUDC credits.

@ The sum of interest on lorigrm debt, other interest expense excluding AFUDC credits, and income from continuing operations divided
sum of interest on lonterm debt and other interest expense excluding AFUDC credits.

® Total equity at the end of the year divided by shares outstanding at the end of the year.

® The closing price of IDACORP stock on the last day of the year divided by the book value per share, which is descritsavin (3)

©® Dividends paid per comon share for the year divided by earnings per diluted share of the year.

® Net income divided by total equity at the end of the year.

In thesecond quarter of 2006, IDACORRanagement designated the operations of two subsidiaries, IDACORP
Technologies, Inc. and IDACOMM as assets held for sale, and the companies were sold in July 2006 and February

2007, respectively. | DACORPO® s c colassifiodtion ofdahe eeglits bfithesenc i al
businesses as discontinued operations for all periods presented. Beginning January 1, 2009, noncontrolling interests
(previously known as minority interests) Ildatede required

financial statements reflect the reclassification of noncontrolling interests to equity for all periods presented.

I' TEM 7. MANAGEMENT®6S DI SCUSSI ON AND ANALYSI S OF FI N,
RESULTS OF OPERATIONS

(Dollar amounts and Megawgtburs(MWh) are in thousands unless otherwise indicated).

INTRODUCTION:

I n Management és Discussion and Analysis of Financial C
financial condition and results of operations for IDACORP, Inc. and its sahbsili(collectively, IDACORP) and

Idaho Power Company and its subsidiary (collectively, Idaho Power) are discussed.

IDACORP is a holding company formed in 1998 whose principal operating subsidiary is Idaho Power. IDACORP

is subject to the provisions dfeé Public Utility Holding Company Act of 2005, which provides certain access to

books and records to the Federal Energy Regulatory Commission (FERC) and stategtili#iory commissions
and imposes certain record retention and reporting requireme i2AQORP.
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Idaho Power is an electric utility with a service territory covering approximately 24,000 square miles in southern
Idaho and eastern Oregon. Idaho Power is regulated by the FERC and the state regulatory commissions of Idaho
and Oregon. IdahBower is the parent of Idaho Energy Resources Co., (IERCO0) a joint venturer in Bridger Coal
Company, which supplies coal to the Jim Bridger generating plant owned in part by Idaho Power.

| DACORP6s other subsidiaries include:

¢ IDACORP Financial Service#nc. (IFS), an investor in affordable housing and other real estate
investments;

e |[da-West Energy Company (lel/est), aroperator of small hydroelectric generation projects that satisfy
the requirements of PURPANd

e IDACORP Energy (IE), a marketer of engrgommodities, which wound down operations in 2003.

On February 23, 2007, IDACORP completed the sale of all of the outstanding common stock of IDACOMM to
American Fiber Systems, Inc.

While reading the MD&A, please refer to the accompanying consolidataacial statements of IDACORP and
Idaho Power, which present the financial position at December 31, 2009 and 2008, and the results of operations and
cash flows for each company for the years ended December 31, 2009, 2008 and 2007.

FORWARD-LOOKING INFORMA TION:

In connection with the safe harbor provisions of the Private Securities Litigation Reform Act of 1995, IDACORP

and Idaho Power are hereby filing cautionary statements identifying important factors that could cause actual results

to differ materiallyfrom those projected in forwaildoking statements, as such term is defined in the Reform Act,

made by or on behalf of IDACORP or Idaho Power in this Annual Report on Feknih(resentations, in

response to questions or otherwise. Any statementexpatss, or involve discussions as to expectations, beliefs,

plans, objectives, assumptions or future events or performance, often, but not always, through the use of words or
phrases such as fAanticipates, 0 Ppbahsevedsipoedest smat apr
result, o fimay continuedo or similar expr es s-ookmg , are noif
Forwardlooking statements involve estimates, assumptions and uncertainties and are qualifie@mitegiroy

reference to, and are accompanied by, the following important factors, which are difficult to predict, contain
uncertainties, are beyond | DACORP6s or I daho Power 6s c¢
from those containeahiforwardlooking statements:

e The effect of regulatory decisions by the Idaho Public Utilities Commission, the Oregon Public Utility
Commission and the Federal Energy Regulatory Commission affecting our ability to recover costs and/or
earn a reasonabletesof return including, but not limited to, the disallowance of costs that have been
deferred,;

e Changes in and compliance with state and federal laws, policies and regulations, including new
interpretations by oversight bodies, which include the Federafi#megulatory Commission, the North
American Electric Reliability Corporation, the Western Electricity Coordinating Council, the Idaho Public
Utilities Commission and the Oregon Public Utility Commission, of existing policies and regulations that
affect he cost of compliance, investigations and audits, penalties and costs of remediation that may or may
not be recoverable through rates;

e Changes in tax laws or related regulations or new interpretations of applicable law by the Internal Revenue
Service or dier taxing jurisdiction;

e Litigation and regulatory proceedings, including those resulting from the energy situation in the western
United States, and penalties and settlements that influence business and profitability;

e Changes in and compliance with lawesgulations and policies including changes in law and compliance
with environmental, natural resources and endangered species laws, regulations and policies and the
adoption of laws and regulations addressing greenhouse gas emissions, global climatendagrgy
policies;

¢ Global climate change and regional weather variations affecting customer demand and hydroelectric
generation;
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e Overappropriation of surface and groundwater in the Snake River Basin resulting in reduced generation at
hydroelectridfacilities;

e Construction of power generation, transmission and distribution facilities, including an inability to obtain
required governmental permits and approvals, rigftway and siting, and risks related to contracting,
construction and stattp;

e Opeation of power generating facilities including performance below expected levels, breakdown or
failure of equipment, availability of transmission and fuel supply;

e Changes in operating expenses and capital expenditures, including costs and availaf@teriafs, fuel
and commodities;

eBlackouts or other disruptions of I daho Power Compa

interconnected transmission system;

Population growth rates and other demographic patterns;

Market prices and demand for energy Juging structural market changes;

Increases in uncollectible customer receivables;

Fluctuations in sources and uses of cash;

Results of financing efforts, including the ability to obtain financing or refinance existing debt when

necessary or on favoralilerms, which can be affected by factors such as credit ratings, volatility in the

financial markets and other economic conditions;

e Actions by credit rating agencies, including changes in rating criteria and new interpretations of existing
criteria;

e Changesn interest rates or rates of inflation;

¢ Performance of the stock market, interest rates, credit spreads and other financial market conditions, as well

as changes in government regulations, which affect the amount and timing of required contributions to

pension plans and the reported costs of providing pension and other postretirement benefits;

Increases in health care costs and the resulting effect on medical benefits paid for employees;

Increasing costs of insurance, changes in coverage terms anditiigabbtain insurance;

Homeland security, acts of war or terrorism;

Natural disasters and other natural risks, such as earthquake, flood, drought, lightning, wind and fire;

Adoption of or changes in critical accounting policies or estimates; and

New acounting or Securities and Exchange Commission requirements, or new interpretation or application

of existing requirements.

Any forwardlooking statement speaks only as of the date on which such statement is made. New factors emerge
from time to time andt is not possible for management to predict all such factors, nor can it assess the impact of
any such factor on the business or the extent to which any factor, or combination of factors, may cause results to
differ materially from those contained in afoyward-looking statement.

EXECUTIVE OVERVIEW:

Business Strategy

| DACORP&s business strategy emphasizes I daho Power as |
threepart strategy of responsible planning, responsible development and protectsowtes, and responsible

energy use to ensure adequate energy supplies. ldaho Power continues to evaluate and refine its business strategy to
ensure coordination and integration with all functional
bal ances the interest of owners, customers and empl oye:
flexibility. The strategyincludes:

RESPONSI BLE PLANNI NG: |l daho Power 6s planning process |
transmission resources to meet population growth and increasing electricity demand. This planning process now
integrates | daho Power6s regulatory strategies and fin:

economic development in the groginommunities we serve.

RESPONSI BLE DEVELOPMENT AND PROTECTI ON OF RESOURCES: |
included the development and protection of generation, transmission, distribution and associated infrastructure, and
natural resources ldah@®er depends upon. The strategy now includes consideration of workforce planning,

development and retention related to these strategic elements.
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RESPONSI BLE ENERGY USE: |l daho Power 6s business strateg:
response mgrams and preparation for potential carbon and renewable portfolio standard legislation. The strategy

now includes targeted reductions relating to carbon emission intensipublid disclosure ofeporting these

reductions.

2009 Financial Results

IDACORPG&6s net income and earnings per diluted share for
2009 2008 2007

Net Income Attributable to IDACORP, Inc. $ 124350 $ 98,414 $ 82,339

Average outstanding sharediluted (000s) 47,182 45,379 44,365

Earningsper diluted share $ 264 % 217 $ 1.86

The following table presents a reconciliation of IDACORP net income for 2008 to 2009 (in millions):

Net Income Attributable to IDACORP, Inc. - 2008 $ 98.4
Change in Idaho Power net income before taxes:

Rate and other regulatory changes, net of PCA and FCA mechanisms $ 48.8

Reduced sales volumes (23.3)

Increase in other operations and maintenance expense, excluding FCA (2.8)

Increase in depreciation expense (8.5)

2008 OATT rate refund 5.0

2008investment impairment 6.8

Other net increases 0.3
Decrease in income tax expense 2.1

Total increase in Idaho Power net income 28.4
Decreased net income at IFS (net of tax) (2.9
Decrease imxpenses at holding company (net of tax) 0.7
Other net decreases (net of tax) (0.2)

Net Income Attributable to IDACORP, Inc. - 2009 $ 124.4

Changes to the Idaho power cost adjustment (PCA) mechanism and base rate increasesdblatdffettt in the

first quarter of 2009, positively impacted net income as did decreased net power supply costs. Earnings in 2009 also
increased due to a May 2009 Oregon Public Utility Commission (OPUC) stipulation allowing the deferral for future
recovey of $6.4 million of excess power supply costs incurred in 2007.

|l daho Powero6és retail customer sales volumes decreased
decreased 14 percent primarily due to increased precipitation. Econatnis fand energy conservation also
contributed to the reduction in sales volume.

Other O&M expense increased due to an increase in payroll related expenses and uncollectible accounts and was
partially offset by decreases in outside services and otheea@fipenses. Depreciation expense increased mainly
due to the accelerated depreciation of the existing meter infrastructure. Two items that positively impacted the
comparison of 2009 to 2008 results relate to 2008 activities that did not recur in 2@ATA rate refund ordered

by the FERC that reduced transmission revenue and an impairment of investments.

|l daho Power6s 2009 effective income tax rate decreased
amount of other regulatory flothrough tax adjustments, partially offset by the tax expense on hightnpre
income.

There was no accelerated amortization of deferred investment tax credits during 2009 as the Idaho jurisdictional

earnings exceeded 9.5 percent of the Idaho retail conepaity, as permitted by the Idaho 2009 settlement
agreement.
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Regulatory Matters

Idaho Power has a number of pending or recently completed regulatory filings. Regulatory matters are discussed in

more detail later in the MD&A.

Idaho 2009 Settlement Agrement: In January 2010, the IPUC approved a settlement agreement among ldaho
Power, sever al of Il daho Powerés customer §2011. Ale | PUC
settlement contains four important elements: (1) a generdreatee until January 1, 2012, with some exceptions;

(2) a specified distribution of the expected 2010 PCA decrease to directly reduce customer rates, providing some
general rate relief to Idaho Power and resetting base level power supply costs for theifRfarward; (3) use of
investment tax credits to get to a 9.5 percent return on equity in the Idaho jurisdiction; and (4) an equal sharing of
any ldaho earnings exceeding the authorized level of 10.5 percent.

Oregon 2009 General Rate Caseln Decembe009, Idaho Power filed a Joint Stipulation and testimony in

support of a stipulation that would settle the revenue requirement issues surrounding the general rate case filed on
July 31, 2009. If approved by the OPUC, the Joint Stipulation would resal$b million, or 15.4 percent, increase

to base rates. The new rates reflect a return on equity of 10.175 percent and an overall rate of return of 8.061
percent. The requested effective date for new rates is March 1, 2010.

Oregon 2010 Annual Power CasUpdate: In October 2009, Idaho Power filed the October Update portion of its

st

2010 annual power cost update (APCU). The filing refl

power supply costs would increase $2.6 million over the prevdmtisber Update, an average 8.2 percent increase.
The actual impact of the 2010 APCU will be determined once the March Forecast portion is filed in March 2010 and
combined with the October Update. Final rates are expected to become effective on 0dife 1, 2

Oregon Excess Power Cost Deferrals May-December 2007 Excess Power Costin May 2009, the OPUC

adopted a stipulation allowing Idaho Power to defer excess net power supply costs of $6.4 million (including interest

through the date of the order) fitve period May 1 through December 31, 2007. Idaho Power recorded this deferral
in the second quarter of 2009.

Idaho and Oregon Rate Orders: Idaho Power received five additional rate orders from the IPUC and the OPUC at
the end of May 2009. The IPUCtezorders are for the Fixed Cost Adjustment mechanism, Idaho Energy Efficiency
Rider, Advanced Metering Infrastructure (AMI), and PCA, and the OPUC rate order is for the Annual Power Cost
Update. Each of these orders increases rates, but only the AM| @ldéing to the installation of new meters,

increases | daho Power 6s rate base.

Open Access Transmission Tariff (OATT) Amended Legacy Agreementdn 2009, Idaho Power submitted

filings to the FERC to increase rates under two agreements Idaho PowsétthBacifiCorp and to terminate
certain contract services, replacing them with OATT
effective June 13, 2009, for a net annualized revenue increase of $3.2 niilierrERC accepted the seconahil

S

and suspended the rates, setting the case for settlement judge procedures and hearing. Idaho Power began collecting

the new rates effective August 19, 2009, with a net annualized revenue increase of $3.7 million. Settlement
discussions are ongoin@-he impact of these revised agreements on 2010 transmission revenue is expected to be a
$3.8 million increase as compared with 2009.

Integrated Resource Plan (IRP): Idaho Power filed the 2009 IRP with the IPUC and OPUC in December, 2009.
The IRP addresses available supgilye and demanside resource options, planning period load forecasts, potential
resource portfolios, a risk analysis and Aeam and longermaction plans.

Liquidity

IDACORP and Idaho Power expect to continue financing capital requirements with a combination of internally
generated funds and externally financed capital. In 2009, IDACORP issued 489,360 common stock shares through
its continuos equity program at an average price of $28.79 per share for proceeds of $14 million. In March 2009,
Idaho Power issued $100 million of its 6.15% First Mortgage Bonds and in November 2009, Idaho Power issued
$130 million of its 4.5% First Mortgage Bonde1 December 2009, Idaho Power repaid $80 million of its 7.2%
First Mortgage Bonds. These matters are discussed
later in the MD&A.
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Capital Requirements: Idaho Power has several major projects in devatag. The most significant projects are
summari zed here and are discussed f ur ti Gapital Requiredidnts QUI DI T°
iMajor Projects.o

e Langley Gulch power plant: Langley Gulch will be a natural gdised combined cycle combustio
turbine (CCCT) generating plant with a summer nameplate capacity of approximately 300 MWs and a
winter capacity of approximately 330 MWs. The plant will be constructed at an estimated cost of $427
million near New Plymouth, Idaho commencing in summe2@nd is anticipated to achieve commercial
operation by November 1, 2012. Contract incentives may advance the commercial operation date to July 1,
2012. Idaho Power received cost recovery and ratemaking assurances from the IPUC for this project.
e Transmission Projects: The BoardmafHemingway Line is a proposed 58¥ line between a substation
near Boardman, Oregon and the Hemingway substation. Idaho Power estimates total construction costs of
$600 million and expects its share of the project to bedmiv@0 and 50 percent. Idaho Power estimates
the project will be completed in 2015. Idaho Power and PacifiCorp are jointly exploring Gateway West, a
project to build transmission lines between Windstar, a substation located near Douglas, Wyoming and
Hemngway substation. The current estimate@0cost for
million and %00 million. Initial phases of the project could be completed by 20ld aho Power 6 s s ha
may change and the timing of the projesggments may be deferred and constructed as demand requires.
PensionPlan.As | daho Power 6s pension plan is below the minim
future minimum contributions are required. Based on the assumptions allowedhenB&4&, WRERA, Treasury
guidance and IRS guidance, IDACORP and Idaho Power were not required to contribute to the pension plan in
2009, and estimated minimum required contributions will be approximately $6 million in 2010, $44 million in 2011,
$47 millionin 2012, $39 million in 2013, and $40 million in 2014. On October 20, 2009, Idaho Power filed an
application with the IPUC requesting the clarification of a pension recovery method for cash contributions made to
the pension plan. On February 17, 20h@,IPUC approved a recovery methodology that would permit Idaho
Power to include in future rate cases a reasonable amortization and recovery of cash contrithgiansortization
of deferred pension costs is expected to match the revenues receivedleapdusion contributions are recovered
through rates Approximately $29 million, $8 million and $3 million of pension expenses were deferred as a
regulatory asset in 2009, 2008, and 2007, respectively.

Other Issues

Water Management Issues Power genet#n at the Idaho Power hydroelectric power plants on the Snake River

depends on the state water rights held by Idaho Power and thtefomgustainability of the Snake River, tributary

spring flows and the Eastern Snake Plain Aquifer that is connectied 8nake River. ldaho Power continues to

participate in water management issues in Idaho that may affect those water rights and resources with the goal to
preserve, to the fullest extent possible, the {mrgn availability of water for use at ldahoRow 6 s hydr oel ect r |
projects on the Snake River. For a further idmakecussi on
River Basin Water Rights 0

Environmental Issues: Longt er m cl i mat e change could signklimatceantl y af
change regulations are expected to have major implications for Idaho Power and the energy industry. On September
17, 2009, | DACORPO6s and I daho Power 6s Board of Direct ol
the carbon dioxide (C) emi ssi on intensity of I daho Power 6s utilit.y
further prepare Idaho Power for potential legislative and/or regulatory restrictions on greenhouse gas (GHG)

emissions while minimizing the costs of complyingwitheh r estri cti ons on | daho Power

Idaho Power, along with its partners in its coal plants, is required to monitor and report quarterly to the
Environmental Protection Agency (EPA) their GHG emissions beginning January 1, 2010. The EPAchtedindi

that it will begin to regulate GHG emissions from stat.]
new source review and operating permit programs when the regulations relating to GHG emissions from motor
vehicles are finalized.dlaho Power 6s ther mal facil i tpiomudgatedri)enatiandls o s ubj

ambient air quality standards including those for ozone and fine particulate matter, (ii) laws and regulations limiting
mercury emissions, (iii) regional hazdsest available retrofit technology requirements and (iv) new source review

and performance standards. |l daho Power 6s environment al
foreseeable future, particularly in light of possible additionalleggun at the federal and state levels. These issues
are discussed in more detail in AENVI RONMENTAL | SSUES.
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Boardman Coal Plant: On January 14, 2010, Portland General Electric announced that it intended to pursue an
alternative operating plan, subjectregulatory approval for its Boardman cdiaéd electricity generation plant.
Under the plan, nedgerm expenditures for pollution control equipment would be significantly reduced and the plant
would either cease to operate in 2020, or it would disoogatthe use of coal as a fuel source. Idaho Power is a ten

percent owner of the plant, representing 64,

200
net book value in the Boardman plant was $20 million with annual depreciation okepately $1.2 million.

American Recovery and Reinvestment Act of 2009tUnder the ARRA, Idaho Power submitted a grant application
to the Department of Energy (DOE) in August 2009, requesting $47 million. This grant would match a $47 million
investment k Idaho Power in Smart Grid technology as well as other incremental projects. In October 2009, Idaho
Power received notice that its application was selected for negotiation. Negotiations with the DOE on the grant

agreement terms are expected to be cotaglm the first quarter of 2010.

Key Operating and Financial Metrics

2010 2009

Estimate Actual

Idaho Power Operation & Maintenance Expense (Millions) $295%$305 $293

Idaho Power Capital Expenditures (Millions) $355%$365 $273
Idaho PoweHydroelectric Generation (Million MWh) 6.58.5 8.1
Non-regulated subsidiary earnings and holding company expenses (Mill $0-$3.0 $1.8

EffectiveIncomeTax Rates:

Idaho Power 13%-17% 23%
Consolidated IDACORP 6% - 10% 15%

The rangdor capital expenditures includes amounts for Langley Gulch power plant, the HemiBgwayont

transmission line, the Hemingway substation and expenditures for the siting and permitting of major transmission

expansions for the Boardman to Hemingway ance®ay West transmission projects.

The projected range for annual hydroelectric generation is based o12@D0%nake River Basin snowpackeat

percent of average on Febru&d; 2010, with reservoir storage levels in selected federal reservoirs upsfream

Brownlee at approximately 118 percent of average &sbfuary 212010.

The effectivdncometax rate ranges includbe utilization of up t&25 million of additional deferred investment

tax credit (ADITC) amortization at Idaho Power. The ratesataeflect discrete events such as examination

settlements or method changes.
RESULTS OF OPERATIONS:

This section of the MD&A takes a cl ose

r |l ook

at

t he

earnings over the last three years.tHis analysis, the results of 2009 are compared to 2008 and the results of 2008

are compared to 2007.

The following table presents earnings (losses) for IDACORP and its subsidiaries:

2009 2008 2007

Idaho Power $ 122559 $ 94,115 $ 76,579
IDACORP Financial Services 521 3,426 7,112
IDACORP Energy (238) 406 (171)
Ida-West Energy 2,727 2,353 2,223
Holding company expenses (1,219) (1,886) (3,471)
Discontinued operations - - 67

Net Income Attributable to IDACORP,Inc. $ 124,350 $ 98,414 $ 82,339
Average outstanding sharediluted (000s) 47,182 $ 45,379 44,365
Earnings per diluted share $ 2.64 217 $ 1.86
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Utility Operations

Operating environment: Idaho Power primarily uses its hydroelectric @odHired generation facilities and long
term power purchase agreements to supply the energy needed to serve customers. Regional energy market
purchases and sales are used to balance supply and demand throughout the year.

Idaho Power develops operatiplans during the year to provide guidance for generation resource utilization and
energy mar ket activities. |l daho Power 6s energy ri sk m:
framework for the plans. The plans incorporate forecastgeneration unit availability, reservoir storage and

stream flows, gas and coal prices, customer loads and energy market prices.

In developing its plans, Idaho Power determines to what extent its own resources can be used to meet forecast loads
and wherto transact in the regional energy market. The allocation of hydroelectric generation between heavy load
and light load hours or calendar periods is also a consideration. This allocation is intended to utilize the flexibility

of the hydroelectric systeto shift generation to high value periods, while operating within the constraints imposed

on the system.

Hydroel ectric generation depends on stream flows in th
hydroelectric facilities are built. Stream flowse dependent on the amount of snow pack in the mountains upstream
of I daho Power éds hydr oel ect roff, dverfbase flowsi springflows, ranfat andh gt i me

other weather and stream flow management considerations. Idahodteneases water from third parties to
augment stream flows and increase its ability to meetsmidmer electricity demands with loweost hydroelectric
generation and to offset the impact of drought and changing water use patterns in southern Idaho.

When hydroelectric generation is reduced, Idaho Power has less electricity availablesfateidf sales and, most

likely, will increase its use of purchased power to meet load requirements, resulting in increased power supply costs.
During good water year increased offystem sales and the decreased need for purchased power reduce power
supply costs.

Regional energy market prices can also be affected by hydroelectric generating conditions. In times with high
hydroelectric generation the availability atfundant energy tends to reduce wholesale prices, and during low
hydroelectric generation wholesale prices tend to be higher.

A combination of increased precipitation, higher reservoir storage releases and the purchase of leased water resulted
in81mili on MWh generated from I daho Power 6s hydroelectric
2008 and 6.2 million in 2007. Hydroelectric generation 9&percent of the 3@ear average in 2009. The

observed stream flow data released in Auge89, by the U.S. Army Corps of Engineers, Northwest Division

indicated that Brownlee reservoir inflow for April through July 2009 @uésnillion acrefeet (maf), compared to

4.4 maf in April-July 2008 Annual Brownleaeservoir inflow for 2009 was 1118af, or 70 percent of the NWRFC

average compared to 10.1 maf in 2008 and 8.5 maf in 2007. Storage in selected federal reservoirs upstream of

Brownlee as of Februag/l, 2010 was118percent of average. The stream flow forecast released on Feb®jary

2010, by the NWRFC predicts that Brownlee reservoir inflow for April through July 2010 w2ll9raaf, or46

percent of the NWRFC average.

The following table presents I daho Powerds energy sal e:
2009 2008 2007
General business sales 13,948 14,544 14,542
Off-system sales 2,836 2,048 2,744
Total energy sales 16,784 16,592 17,286
Hydroelectric generation 8,096 6,908 6,181
Coal generation 6,941 7,279 7,145
Natural gasand otheigeneration 242 217 222
Total system generation 15,279 14,404 13,548
Purchased power 2,912 3,716 5,196
Line losses (1,407) (1,528) (1,458)
Total energy supply 16,784 16,592 17,286
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| daho P o we meidlian anmoatl hydroelectric generation 818illion MWh, based on hydrologic conditions
for the period 1928 through 29@nd adjusted to reflect the current level of water resource development.

General Business RevenueRate actions have significanilppacted general business revenue over the last three
years. The following table presents significant rate increases during that period. These and other rate actions are
di scussed further i n AREGUL AT ORsyliddid findnEiRtStédmerdsn d i n Not e

Percentage Annualized $
Description Effective Date Increase increase (millions)
20072008 PCA 6/1/2007 145 $ 78
2007 Idaho general rate cast 3/1/2008 5.2 32
20082009 PCA 6/1/2008 10.7 73
Danskin Plant 6/1/ 2008 1.37 9
2008ldaho general rate case 2/1/2009 3.1 21
2008 Idaho general rate cast 3/19/2009 0.9 6
20092010 PCA 6/1/2009 10.2 84
AMI 6/1/2009 1.8 11

The primary influences on electricity sales volumes are weather, customer demand and economic conditions.
Extreme temperatures increase sales to customers who use electricity for cooling and heating, and moderate
temperatures decrease sales. Precipitation levels during the agricultural growing season affect sales to customers
who use electricity to operaiigigation pumps. Increased precipitation reduces electricity usage by these customers.
The following table presents Boise, Idaho weather conditions for the last three years:

2009 2008 2007 Normal
Heating degreelays™” 5,612 5,586 5,128 5,727
Cooling degrealays'” 1,188 1,068 1,290 807
Precipitation (inches) 11.3 9.3 8.1 12.1

® Heating and cooling degretays are common measures used in the utility industry to analyze the demand for elec
and indicate when a customer would use electricity for heating and air conditioning. Adiegraeasures how muct
the average dailyetmperature varies from 65 degrees. Each degree of temperature above 65 degrees is countes
cooling degrealay, and each degree of temperature below 65 degrees is counted as one heatidgylegree
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The followingtablepr esent s | daho Power 6s gener al busidieme s s
number of customers for the last three years:
2009 2008 2007
Revenue
Residential $ 409,479 $ 353,262 $ 308,208
Commercial 232,816 203,035 170,001
Industrial 141,530 122,302 101,409
Irrigation 109,655 105,712 88,685
Deferred revenue related to Hells Canyon relicensing AFUDC (9,715) - -
Total $ 883,765 $ 784,311 $ 668,303
MWh
Residential 5,300 5,297 5,227
Commercial 3,858 3,970 3,937
Industrial 3,140 3,355 3,454
Irrigation 1,650 1,922 1,924
Total 13,948 14,544 14,542
Customers (average)
Residential 405,144 402,520 397,285
Commercial 64,151 63,492 61,640
Industrial 127 122 126
Irrigation 18,753 18,401 18,043
Total 488,175 484,535 477,094
Customers (yeaend)
Residential 406,631 404,373 400,637
Commercial 64,349 64,125 62,765
Industrial 129 125 123
Irrigation 18,818 18,542 18,126
Total 489,927 487,165 481,651

2009 vs. 2008:

¢ Rates: Rate changes positively impacted general business revenue by $128 million in 2009 as

revendu

compared to 2008. PCA rate increases accounted for $79 million of the increases and base rate changes
contributed $49 million.Also, a new tiered rate structure fosidential and small commercial
customers was implemented February 1, 2009, as part of the general rate case. The table below presents

the residential rates by tier.

Idaho Residential Rate Structure

February 1, 2008 Summer Non-Summer

February 1, 2009 Summer

Non-Summer

0-300 kWh 5.6973 cents 5.6973 cents
Above 300 kWh  6.4125 cents 5.6973 cents

0-800 kWh

801-2,000 kWh

5.9750 cents 5.5792 cents
7.2798 cents 6.1991 cents

Above 2,000 kwh 8.7358 cents 7.1290 cents

e Customers: General businesgvenues increased $10 million due to customer growth of one percent
¢ Usage: Changes in usage decreased general business revenue $38 million. Irrigation usage decreased

14 percent primarily due to increased precipitation. Commercial and industrialalsagkeclined due
to a weaker economy and increased energy efficiency. Idaho Power does have in place the Load

Growth Adjustment Rate (LGAR) and FCA mechanisms, both of which diminish the impact of changes
in sales volumes from levels included in badesa

2008 vs. 2007:

¢ Rates: Rate changes positively impacted general business revenue by $114 million in 2008 as

compared to 2007. PCA rate increases accounted for $82 million of the increases and base rate changes

contributed $31 million of the increase

e Customers: General business customer growth of two pergemeased revenue $8 million.
e Usage: Changes in usage, primarily resulting from cooler summer temperatures, decreased general

business revenue $5 million.
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Off-system salesOff-system sales emist primarily of longterm sales contracts and opportunity sales of surplus

system energy. The f ol | o wsystegn sdlea forlthe lagi threesyearst s | daho Pow
2009 2008 2007

Revenue $ 94373 $ 121,429 $ 154,948

MWh sold 2,836 2,048 2,744

Revenue per MWh $ 33.28 $ 59.29 $ 56.47

2009 vs. 2008:0ff-system sales revenue declined 22 percent in 2009 due to lower market prices, partially offset by
increased sales.riPes for wholesale power in the Northwest were moegler than in 2008 due to an abundance of
energy in the region during the spring and fall and due to lower energy commaodity pmipesved hydroelectric
generating conditions and lower system load increased the amount of electricity available for sale.

The offsystem sales revenue per MWh is nearly 40 percent lower than the purchased power cost per MWh. In
accordance with I daho Powerés risk management policy,
delivery in the third quarter of 2009. Maxstthe purchases were identified and made months in advance when

market prices were higher. In the third quarter, reduced demand and improved generating conditions caused

regional energy market prices to drop and Idaho Power to have additional surpyysasedable for sale off

system into that lower price energy market.

2008 vs. 2007:0ff-system sales revenue declined 22 percent in 2008. Sales volumes decreased due to changes to
|l daho Power 6s risk management pgmduliediylesg forivatceshlés activity. i mp | e m«
Revenue per MWh increased due to the impact of higher energy commodity prices through much of 2008.

Other revenues: The following table presents the components of other revenues:

2009 2008 2007
Transmissiorservices and property rental $ 36,037 $ 31,456 $ 38,663
Energy efficiency 31,821 18,880 13,487
Total $ 67,858 $ 50,336 $ 52,150

2009 vs. 2008 Other revenues increased $18 million due mainly to the following:

e Transmission revenu@screased $5 million due primarily to OATT rate refunds ordered by the FERC
reducing 2008 revenues. ldaho Power recorded approximately $4 million of refunds related to transmission
sales from prior years. The OATT is discussed in more detail in Notth8 tmnsolidated financial
statements; and

¢ Energy efficiency revenues increased $13 million. These revenues mirror program expenditures and result
in a zero net impact on net income. Energy efficiency revenues and expenses have steadily increased as
program activity has increased.

2008 vs. 2007 Other revenues decreased $2 million due mainly to the following:
e Transmission revenues decreased $7 million, due primarily to the aforementioned OATT rate refunds and
to OATT rate decreases; and
¢ Energy efficiemy revenues increased $5 million.

Energy efficiency activities are funded through a rider mechanism on customer bills. Energy efficiency program
expenditures are reported as an operating expense with an equal amount of revenues recorded in other revenues
resulting in no net impact on earnings. The cumulative variance between expenditures and amounts collected

through the rider is recorded as a regulatory asset or liability pending future collection from or obligation to

customers.An asset balance inchtes that Idaho Power has spent more than it has collected and a liability balance
indicates that Idaho Power has collected more than it has spentAt December 31, 2009, | dah
was a regulatory asset of $11 million.
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Purchased powerThe f ol |l owing table presents I daho Power6s pur

2009 2008 2007
Expense $ 160,569 $ 231,137 $ 289,484
MWh purchased 2,912 3,716 5,196
Cost per MWh purchased $ 55.14 $ 62.20 $ 55.71

2009 vs. 2008 Purchased power expense decreased $71 million due to lower system load and more favorable
hydroelectric generating conditions, which decreased the amount of purchased power Idaho Power needed to serve
loads.

2008 vs. 2007 Purchased power expense deaedakb8 million due tomproved hydroelectric generation
conditions and more normal weather, which allowed Idaho Power to better utilize its own generation resources
Despite improved water conditions in the region, overall market prices remained higér dee year due to a
gradual spring runoff and a need tefitereservoirs. In addition, increases in energy commodity prices impacted
the electricity market.

Fuelexpense:The f ol l owing table presents | ditstoal and patuelrgdss f u el
generating plants:

2009 2008 2007
Expense
Coal $ 130,234 $ 132,015 $ 114,837
Natural gas and other 19,332 17,388 19,485
Total fuel expense $ 149,566 $ 149,403 $ 134,322
MWh generated
Coal 6,941 7,279 7,145
Natural gas and other 242 217 222
Total MWh generated 7,183 7,496 7,367
Cost per MWh
Coal $ 1876 $ 1814 $ 16.07
Natural gas $ 79.88 $ 80.13 $ 87.77
Weighted average, all sources $ 20.82 $ 1993 $ 18.23

2009 vs2008 Fuel expense remained nearly the same due to offsetting variances. The decrease in generation is
due to lower system loads and lower wholesale energy prices, which resulted in reduced dispatch due to economics,
and an unplanned migkar maintenanceutage at Boardman. Coal prices were higher in 2009 due to an increase in
operating costs at Bridger Coal Company, which supplies coal to the Jim Bridger plant, as well as higher prices for
coal delivered to the Boardman plant.

2008 vs. 2007:Fuel expase increased $15 million due to higher coal prices at the Valmy and Jim Bridger plants.

Coal prices at Valmy increased 13 percent due to higher transportation costs. Production costs at Bridger Coal

Company were 13 percent higher due to difficultiehitd underground longwall mining operation in January and

February, the continued transition to underground mining operations, and rising prices for fuel and other

commodities. The increases were partially offset by a nine percent reduction in fuedl expeat | daho Power 6
natural gas fired plants, which had favorable market conditions in the fourth quarter due to pipeline transportation
constraints in the region.

PCA: PCA expense represents the effects of the Idaho and Oregon power supply costs deferral mechanisms, which
are discussed in more detailiPoeveow Siump pfil BRECWISAT ®RY eMA T |
presented, net power supply costs were hitfeam the amounts estimated in the annual PCA forecast, resulting in

the deferral of costs for recovery in subsequent rate years. As the deferred costs are recovered in rates, the deferred
balances are amortized.
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The following table presents the compotseof the PCA:

2009 2008 2007
Idaho power supply cost deferral $ (42,533) $ (108,688) $ (118,850)
Oregon power supply cost deferral 184 (5,196) (1,994)
Oregon 2007 excess power cost order (6,358) - -
Amortization of prior year authorizdshlances 115,417 66,471 (287)
Total power cost adjustment $ 66,710 $ (47,413) $ (121,131)

2009 vs. 2008 The $114 million change in the PCA is due primarily to lower deferral of power supply costs and
higher amortization of previoushjeferred power supply costs. In addition, an order from the OPUC that allows
Idaho Power to defer for future recovery $6 million of costs incurred in 2007 was recorded in May 2009.

2008 vs. 2007 The $74 million change in 2008 PCA expense is due piiyrtarhigher amortization from prior
year excess net power supply costs to match increased revenues.

Other operations and maintenance (O&M) expenses:

2009 vs. 2008 Other O&M expenses increased $6 million due primarily to an $8 million increase irrdédted

charges and a $2 million increase in charges for uncollectible accounts, partially offset by decreases of $4 million in
legal, other contracted services and office supplies due to cost containment measures.

The deterioration of the economy acrbsd aho Power 6s service area led to an i
approximately $5 million representing approximately a half percent of general business revenues for 2009. The

reserve for uncollectible accounts has also increased over 2008nmatlaotably the residential and commercial

reserves.

2008 vs. 2007 Other O&M expenses increased $8 million due mainly to an $11 million increase in labor related

charges, a $2 million increase due to new water leases, a $2 million increasellactible accounts due to

economic conditions, and an increase of $4 million for
The increases were partially offset by a $6 million decrease in FCA charges, a $3 million decrease in transmissio

costs due to lower purchased power volumes and lower thermal O&M expense of $4 million due to lower annual

outage costs.

Energy efficiency: Energy efficiency activities are funded through a rider mechanism on customer bills. Energy
efficiency progranexpenditures are reported as an operating expense with an equal amount of revenues recorded in
other revenues, resulting in no net impact on earnings. Energy efficiency expenses were $32 million, $19 million
and $14 million in 2009, 2008 and 2007, respedty.

Gain on the sale of emission allowances3ain on sale of emission allowances was $0.3 million, $0.5 million and
$3 million in 2009, 2008 and 2007, respectively. The |
allowances were sold from 200% 2007.

Non-utility Operations

IFS: IFS contributed $1 million, $3 million and $7 million to net income in 2009, 2008 and 2007, respectively;
principally from the generation of federal income tax credits and accelerated tax depreciation benefits iitdated
investments in affordable housing and historic rehabilitation developments.

IFS made $14 million in new investments in 2009 and $8 million in 2008. IFS generated tax credits of $8 million,
$11 million and $15 million during 2009, 2008 and 20@5pectively. IFS will continue to pursue new

opportunities for investment commensurate with the ongoing needs of IDACORP.

Ida-West: Ida-West had net income of $3 million in 2009 and $2 million in 2008 and 2007V & continues to
hold joint venturanvestments in independent power projects.
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Energy Marketing: In 2003, IE wound down its power marketing operations, closed its business locations and sold
its forward book of electricity trading contracts to Sempra Energy Trading. In 2007, all trading contracts expired.
IE has not recorded any material net inecfor the years presented. Currently, IE has no operations but has been
working to settle outstanding legal matters surrounding transactions in the California energy markets in 2000 and
2001.

Discontinued Operations Discontinued operations presents thgults of operations of IDACOMM, Inc. prior to
its sale in early 2007.

Income Taxes

Idaho Power is currently evaluating a tax accounting method change that would allow a current income tax
deduction for repair related expenditures on its utility agkatsare currently capitalized for book and tax purposes.
The deduction would be computed for tax years 1999 and forward. ldaho Power has the ability to apply for this
method change following the automatic consent procedures and could make such apmlitathe filing of

| DACORPG6s 2009 consolidated federal income tax return |
accounting treatment requires immediate income recognition for temporary tax differences of this type. A
regulatoryassesi est abl i shed to reflect I daho Powerds ability t

temporary differences reverse.

Status of audit proceedings:l n December 2008, the I RS began its examin
The 2006 examwasoop | et ed i n May 2009. The |1 RS b2008taxyears s e x a mi
in July 2009 and completed the exam in December. The 2006 examination report was submitted to the U.S.

Congress Joint Committee on Taxation (JCT) for review in June 20@%vas accepted without change in July.

Tax years 2002008 did not require JCT review. The settlement of these years resulted in a net income tax benefit

of $4 million for 2009 at both IDACORP and Idaho Power.

In May 2009, IDACORP formally entered theS Compliance Assurance Process (CAP) program for its 2009 tax

year. The CAP program provides for IRS examination throughout the year. The 2009 examination is expected to be
completed in 2010. In January 2010, IDACORP was accepted into CAP for @tga&30ytear. IDACORP and Idaho

Power are unable to predict the outcome of these examinations.

Specifically within the 2009 CAP examination, the | RS |
capitalization. In September 2009,the IRSéssu | ndustry Director Directive #5 (
compliance priorities and audit techniques related to the allocation of mixed service costs in the uniform

capitalization methods of electric utilities. The IRS and Idaho Power are jeirglyating the impact the IDD

gui dance has on | daho Power6s wuniform capi twllbezati on m
completed during 2010.

LIQUIDITY AND CAPITAL RESOURCES:

Operating Cash Flows

| DACORPOs o per at iivangrincigally by Idatiooner. General lisiness revenues and the costs

to supply power to gener al business customers are fact
cash flows, and are subject to risks and uncertainties relatimgtat her and water conditions
ability to obtain rate relief to cover its operating costs and provide a return on investment.

| DACORPG6s and | daho Power 6s operating cash inflows for
and £72 million, respectively. These amounts were an increase of $148 million and $153 million, respectively,
compared to the year ended December 31, 2008. The following are significant items that affected operating cash

flows in 2009:

¢ In 2009, PCA rates e closely matched actual net power supply costs than in 2008. This more timely
recovery of current costs improved cash flows by approximately $65 million compared to 2008. In
addition, the collection of deferred net power supply costs increased $tthrodmpared to 2008.

e Changes in net cash paid and refunded for income taxes improve cash flows by $42 million and $50 million
at IDACORP and Idaho Power, respectively, primarily due to audit settlements.
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eA refund of $13 mil |l i dransmisaic custanters upbroa finadoedér fomRhe we r 6 s
FERC on I daho Power 6s OATT. The OATT is discussed
statements.

¢ Net income increased by approximately $26 million and $28 million at IDACORP and Idaho Power,
respectively, compared to 2008.

| DACORPO&6s and |l daho Powerds operating cash flows for t|
$120 million, respectively. These amounts were an increase of $56 million and $38 million, respectively, compared

to the year ended December 31, 2007. The following are significant items that affected operating cash flows in

2008:

e Collection of previously deferred net power supply costs increased $66 million compared to 2007.
¢ Income tax payments increased $17 millemd $33 million for IDACORP and Idaho Power, respectively,
due to the timing of and increases in taxable income.

Investing Cash Flows

|l daho Powerdéds construction expenditures were $252 mil |
respectively. ldaho Power is experiencing a cycle of heavy infrastructure investment needed to address customer

growth, peak demand growth, and aging plant and equipment.

Net proceeds from the sales of emission allowances provided investing cash aimagi@ly $2 million, $3 million
and $20 million in 2009, 2008 and 2007, respectively. The changes were primarily caused by changes in the
number of allowances sold each year as well as changes in market prices.

In August 2007, Idaho Power reimbursed IDBRP for the $44 million refundable tax deposit IDACORP made on

|l daho Power 6s behalf with the I RS related to a dispute:
withdrew $20 million from the deposit and in December 2008 the remainder of the des®sipplied to accrued

taxes and interest. Income tax matters are discussed furtetdr? to the consolidated financial statements.

In 2009 and 2008, Idaho Power had cash inflows of $2 million and $5.7 million, respectively, from the sale of
Southweslntertie Project right®f-way. IDACORP made cash investments in affordable housing through IFS of
$6 million and $8 millionn 2009 and 2008, respectivelyn 2009, IFS received $9 million from the sale of
investments.

Financing Cash Flows

Debt: OnDecember 1, 2009, Idaho Power repaid $80 million of its 7.2% First Mortgage Bonds. On November 20,
2009, Idaho Power issued $130 million of its 4.5% First Mortgage Bonds, Secured Medium Term Notes, Series H,
due March 1, 2020. On August 20, 2009, Idabwé& completed the remarketing of its $166.1 million Pollution
Control Revenue Refunding Bonds and on August 25, 2009, Idaho Power used the proceeds from the remarketed
bonds plus other funds to prepay its $170 million Term Loan Credit Agreement. TagdAdllontrol Revenue
Refunding Bonds and Term Loan Credit Agreement are discussed further in Note 4 to the consolidated financial
statements. On March 30, 2009, Idaho Power issued $100 million of its 6.15% First Mortgage Bonds, Secured
MediumTerm NotesSeries H, due April 1, 2019. On February 27, 2009, IFS repaid $7 million of its outstanding
debt. IDACORP and Idaho Power reduced skenn debt by $94 million and $109 million, respectively.

On July 10, 2008, Idaho Power issued $120 million of #25% First Mortgage Bonds, Secured Mediligrm

Notes, Series H, due July 15, 2018. On October 18, 2007, Idaho Power issued $100 million of 6.25% First
Mortgage Bonds, Secured Mediuherm Notes, Series G, due October 15, 2037. On June 22, 2007, Idatro Powe
issued $140 million of 6.30% First Mortgage Bonds, Secured Mediemm Notes, Series F, due June 15, 2037.
These issuances were used to retire sieonh and longerm debt and finance capital expenditures.

Equity: IDACORP has entered into Sales Aggrgreements as a means of selling its common stock from time to

time in atthe-market offerings. Under these agreements IDACORP sold 881,337 shares in 2007 at an average price

of $32.32. In 2008, IDACORP sold 1,453,967 shares an average price of $28209, IDACORP received $14
million, net of agentdés fees, from the issuance of 489,
| DACORP&6s current Sales Agency Agreement is with BNY M
2009 there were 2.1 million shares remaining on the current agency agreement.
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IDACORP uses original issue common stock for its Dividend Reinvestment and Stock Purchase Plan and 401(k)
plan for the purpose of adding additional common equity to its capitatsteu Under these plans, IDACORP

issued 366,673 shares in 2009, 280,250 shares in 2008 and 250,020 shares in 2007, for proceeds of $9.6 million,
$8.4 million and $8.4 million, respectively.

IDACORP issued 25,800 shares in 2009, 30,700 shares in 200® A7 shares in 2007, in connection with the
exercise of stock options, for proceeds of $0.6 million, $0.9 million and $0.3 million, respectively.

IDACORP and Idaho Power paid dividends of $57 million, $54 million and $53 million in 2009, 2008 and 2007,
respectively. IDACORP made capital contributions of $20 million, $37 million and $51 million to Idaho Power in
2009, 2008 and 2007, respectively.

Financing Programs

| DACORP&6s consolidated
December 31, 2009. | d
debt of 53 percent at December 31, 2009.

ruct wbtro5l pewantsat st ed of

apital t
s consolidated capital

c S
aho Power 6

Shelf Registrations IDACORP currently has approximately $574 million remainingteshelf registration

statement that can be used for the issuance of debt securities and common stock. Effective with the November 20,

2009, issuance noted above, Idaho Power has no securities remaining registered on its shelf registration statement.

Idaho Power intends to file a new shelf registration statement that can be used for the issuance of first mortgage
bonds and unsecured debt. Pl ease see Note 4 to | DACORI
for more information regarding tgrterm financing arrangements.

Credit Facilities: IDACORP and Idaho Power each have a-fjear credit agreement that terminates on April 25,

2012, which is used for general corporate purposes and commercial papaptzaekprovides for the issuande o

l oans and standby |l etters of credit. | DACORPG&s faciliHf
outstanding, which may be increased upon request to $1
to $300 million at any amtime outstanding, which may be increased upon request to $450 million. Each company

may request ongear extensions of the then existing termination date. Interest on borrowings under the facilities is

a Eurodollar rate or a floating rate, plusamargid et er mi ned by the companyés ratin
term debt securities. The companies also pay a utilization fee and a facility fee.

Each facility contains a covenant requiring a leverage ratio of consolidated indebtedness to cahtmtidiate
capitalization of no more than 65 percent as of the end of each fiscal quarter. At December 31, 2009, the leverage
ratio for IDACORP was 51 percent and for Idaho Power was 53 percent. There are additional covenants, subject to
exceptions, that phibit or restrict: certain investments or acquisitions; mergers or sale or disposition of property
without consent; the creation of certain liens; and any agreements restricting dividend payments to the company
from any material subsidiary. At Decembdr, 2009, IDACORP and Idaho Power were in compliance with all

facility covenants.

The events of default under the facilities include: nonpayment of principal, interest and fees, when due or subject to
a grace period; materially false representations oramties; breach of covenants, subject in some instances to grace
periods; bankruptcy or insolvencglated events; default in the payment of indebtedness in excess of $25 million,
defaults that will permit acceleration of such debt, or the acceleratamyadf such debt; the acquisition of 20

percent of the outstanding voting shares of the company; the failure of IDACORP to own all of the outstanding
voting stock of Idaho Power; unfunded liabilities of all single employer plans under the Employee Retireme

Income Security Act of 1974 (ERISA) exceeding $75 million; and environmental proceedings, investigations or
violations of law, which could reasonably be expected to have a material adverse effect.

The facilities were amended effective February 2, 28ttt@e request of IDACORP and Idaho Power because of

their concern about continuing compliance with the unfunded liability provisions. The amendments removed
representations and default provisions relating to unfunded liabilities of all single empknygirpéxcess of $75

million and replaced them with representations and default provisions relating to meeting the minimum funding
standards and not requesting a funding waiver under the Internal Revenue Code or ERISA. Unfunded liabilities will
now be re¢vant and measured only upon notice of termination of a plan and will then constitute a default only if
they exceed $75 million.
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A default or an acceleration of indebtedness of IDACORP or Idaho Power in excess of $25 million, including
indebtedness undére applicable facility, will result in a cross default under the other facility. Upon any

bankruptcy or insolveneyelated event of default, the obligations of the lenders to make loans under the facility will
automatically terminate and all unpaid obligns will become due and payable. Upon any other event of default,

the lenders holding 51 percent of the outstanding loans or of the aggregate commitments may terminate or suspend
the obligations to make loans or declare the obligations to be due yatiea

A ratings downgrade would result in an increase in the cost of borrowing, but would not result in a default or

acceleration of the debt wunder the facilities. I f | dal
Power must extendr@enew its authority for borrowings under its IPUC and OPUC regulatory orders. The IPUC
order provides that I daho Powerds authority will conti.

promptly notifies the IPUC and files to continue its or@diauthority to borrow. The Oregon statutes permit the
issuance of shoterm debt without approval of the OPUC.

Without additional approval from the IPUC, the OPUC and the Public Service Commission of Wyoming, the
aggregate amount of shderm borrowimgs by Idaho Power at any one time outstanding may not exceed $450
million.

The following table outlines available liquidity as of December 31, 2009 and 2008.

IDACORP @ Idaho Power
2009 2008 2009 2008
Revolving credit facility $ 100,000 $ 100,000 $ 300,000 $ 300,000
Commercial paper outstanding (53,750) (13,400) - (108,950)
Floating rate draw - (25,000) - -
Identified for other us&’ - - (24,245) (24,245)
Net balance available $ 46,250 $ 61,600 $ 275,755 $ 166,805

@ Port of Morrow and American Falls bonds that holders may put to Idaho Power.
@ Holding company only.

At February 19, 2010, IDACORP had no loans and $25 million of commercial paper outstanding and Idaho Power
had no loans and rammmercial paper outstanding.

Certain of I daho Power6és derivative instruments contai |
mai ntain an investment grade credit rating from each of
unsecired debt were to fall below investment grade, it would be in violation of these provisions, and the

counterparties to the derivative instruments could request immediate payment or demand immediate and ongoing

full daily collateralization on derivative itreiments in net liability positions. Credibntingent features are also

discussed in Note 15 to the consolidated financial statements.

Credit Ratings
Access to capital markets at a reasonable cost is determined in large part by credit quality oviimg falble

outlines the current S&P, Moodydés and Fitch Ratings, [
securities:
S&P Moodybs Fitch
Idaho Power IDACORP Idaho Power IDACORP Idaho Power |IDACORP
Corporate Credit Rating BBB BBB Baa 1l Baa 2 None None
Senior Secured Debt A- None A3 None A- None
Senior Unsecured Debt BBB BBB- Baa 1l Baa 2 BBB+ BBB
ShortTerm TaxExempt Debt BBB-/A-2 None Baa 1/ None None None
VMIG-2
Commercial Paper A-2 A-2 P-2 P-2 F-2 F-2
Credit Facility None None Baa 1 Baa 2 None None
Rating Outlook Stable Stable Negative Negative Negative Negative
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These security ratings reflect the views of the rating agencies. An explanation of the significance of these ratings
may be obtained from each rating agency. Satihgs are not a recommendation to buy, sell or hold securities.

Any rating can be revised upward or downward or withdrawn at any time by a rating agency if it decides that the
circumstances warrant the change. Each rating should be evaluated inddpefidey other rating.

Capital Requirements

Idaho Power is experiencing a cycle of heavy infrastructure investment, adding capacity to its baseload generation,
transmission system and distribution facilities to ensure adequate supply of electrimityitie service to new
customers and to maintain system reliability. l daho P
require continuing upgrades and component replacement, and the costs related to relicensing hydroelectric facilities
and complying with the new licenses are substantial. Due to the heavy infrastructure requirements 2612010

Idaho Power will continue to focus on critical infrastructure needs that relate to system reliability and resource
adequacy and has reducedjomg capital expenditures and major projects from prior estimates. The table below
presents the low and high ranges of the capital expenditure categories. Idaho Power expects that total capital
expenditures will be at or slightly above $1 billion frof1®-2012. Internal cash generation after dividends is

expected to provide less than the full amount of total capital requirements for 2010 through 2012. While IDACORP
and Idaho Power expect minimal need for external financing in 2010, except for issuadeethe dividend

reinvestment and employeelated plans, and potential giending of 2011 debt maturities should IDACORP and

Idaho Power decide to access the capital markets, IDACORP has access to its registered securities including its
Continuous Egity Program (CEP) which has approximately 2.1 million shares of common stock available and

Idaho Power intends to file a new shelf registration statement that can be used for the issuance of first mortgage
bonds and unsecured debt. IDACORP and Idaho Pexyeect to continue financing capital requirements with a
combination of internally generated funds and externally financed capital.

The following table presents I daho Powerds estimated c:
2010 throu 2012 (in millions of dollars):

2010 20112012
Ongoing capital expenditures $ 155160 $ 352380
Advanced Metering Infrastructure (AMI) 2325 2325
Langley Gulch Power Plant (detailed belo 138140 175180
Other major projects 3940 90-95
Total $ 355365 $ 640680

Major Projects:

AMI: The AMI project provides the means to automatically retrieve energy consumption information, eliminating
manual meter reading expense. ldaho Power intends to install this technolagprmximately 99 percent of its

customers and is on pace to complete the installations by the end of 2011. The total cost estimates for the project are
approximately $74 million. Idaho Power has expended approximately $24 million of the total codieesrober

31, 2009. The remaining costs are included in the table above.

Langley Gulch Power PlanttOn September 1, 2009, the | PUC issued an o
2009, request for a CPCN authorizing Idaho Power to construct, own aradeoier Langley Gulch power plant.

Langley Gulch will be a natural gdised CCCT generating plant with a summer nameplate capacity of

approximately 300 MWs and a winter capacity of approximately 330 MWs. The plant will be constructed near New
Plymouth,ldaho, commencing in summer 2010, and is anticipated to achieve commercial operation by November 1,

2012. Contract incentives may advance the commercial operation date to July 1, 2012. The total cost estimate for

the project including AFUDC is $427 miin, $54 million of which Idaho Power incurred as of December 31, 2009.

The remaining costs are included in the table abdve.e pl ant wi | | connect to Il daho P

Idaho Power requested in its application that the IPUC provide Idaho Ratlvexssurances of future ratemaking

treat ment for construction costs up to I daho Power ds c
had satisfied statutory requirements that would entitle Idaho Power to receive such ratemakingeasstihenc

order grants Idaho Power assurance aneéappgoval to include $396.6 million of construction costs in Idaho

Power 6s rate base when Langley Gulch achieves commerci
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may request recovery of addital costs if they exceed $396.6 million provided that Idaho Power is able to
demonstrate that the additional costs were reasonably and prudently incurred.

Idaho Power is responsible for specific portions of the Langley Gulch Project, which includ#ipgrtiné site

under the Payette County planning and zoning ordinance, design and construction of the cooling water pump station
and pipeline from the Snake River to the site, design and construction of the gas pipeline from the Williams
Northwest Pipelingo the site, and design and construction of the new electric transmission lines to the existing grid.
The cost of these activities are included in the $427 million estimated total cost for Langley Guich.

Other Major Projects:

Hemingway Station:Constuction is underway for the new 5&¥ Hemingway station, located near Boise, Idaho.

This station wil!/ relieve capacity and operating const.
native load customers. The station was originally pbthe Gateway West Project, but construction was

accelerated to help meet forecast deficits and improve reliability. The station is expected to be in service by summer

2010 at a total cost of approximately $57 million. The 2010 cost estimate fawofletpincluding substation

interconnections, is $20 million and is included in the above table.

HemingwayBowmont Transmission LineA part of the Hemingway Station Project, the HemingsBayvmont
transmission line, currently under construction, is 12srof new 23ekV double circuit transmission line that will

provide power to the Treasure Valley in southwest Idaho. The project is scheduled to be in service by summer 2010
at a total cost of approximately $16 million. The 2010 cost estimate fordfezpis $6.5 million and is included in

the above table.

BoardmarHemingway Line: The BoardmasHemingway Line is a proposed 58Y transmission project between

a substation near Boardman, Oregon and the Hemingway station. This line will providessamseervice for

existing network and native |l oad customers and other rq
reliability and relieve existing congestion. The line will allow for the transfer of up to 1,500 MW of additional

energy betwen Idaho and the Northwest, depending on the outcome of WECC rating studies to determine project

capacity limits. On March 9, 2009, Idaho Power initiated a community advisory project to engage the public in

route selection al tefemwred mute selecton will bé promassed iPcompianag with the

National Environmental Policy Act and Oregon Energy Facility Siting Council requirements. The initial phase of

the project, estimated at $50 million, will be funded primarily by Idaho Pangiincludes the engineering,

environmental review, permitting and rigliéway. Cost estimates for the 202012 timeframe of the initial

phase are included in the table above. Total cost estimates for the project (including initial phase praget estim

and construction costs of the line) are approximately $600 million. Idaho Power expects its share of the project to

be between 30 and 50 percent, to meet needs identified in the 2009 IRP and forecast growth of network customers.

Idaho Powernd PaciCorp are exploring potential joint development and ownership opportunities regarding the
BoardmarHemingway project.The Bonneville Power Administration is also currently investigatvhgther

participation in project may be feasibl€his project is epected to be completed in 2015 subject to siting,
permitting and regul atory approval s. Construction cosi
2010 to 2012 forecast.

Gateway West Projectidaho Power and PacifiCorp are jointly esgphg the Gateway West project to build

transmission lines between Windstar, a substation located near Douglas, Wyoming and the Hemingway station.

This project will provide transmission service for existing network and native load customers, forecasteégd
requests pursuant to I daho Power6s OATT transmission ol
and relieve existing congestion. Idaho Power and PacifiCorp have a cost sharing agreement for expenses incurred

for analysis work ofhe initial phases.

|l daho Powerds share of the initial phase-obWWayiengi neeri n
approximately $40 million and cost estimates for the 22002 timeframe of the initial phase are included in the
above tab e . Construction costs are not included in I daho I
project could be completed by 2014 depending on the timing of ridhigy acquisition, siting and permitting, and
construction sequencing. IdahoPowgés share will vary by segment across t

for its share is betweer880 million and $00 million. However, based on the 2009 IRP and the withdrawal of
somethirdparty transmission s er reimayehange and taestimiag, of thegrajecs Power 6 s
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segments may be deferred and constructed as demand requires. The Bureau of Land Management has indicated the
draft environmental impact statement is expected to be issued during the summer of 2010.

Foradisca si on of environmental considerations relating to
iEndangered Species. 0

Hydroelectric projectsin the table above Idaho Power has included costs relating to the relicensing of hydroelectric
facilities andcomplying with the renewed licenses. These costs total approximately $25 million for the three year
period. An additional $12 million relating to future hydroelectric projects is also included in the table.

Environmental Regulation Costédaho Power aticipates approximately $42 million in annual capital and

operating costs for environmental facilities during 2010. Hydroelectric facility expenses including costs for
relicensing Hells Canyon and thermal plant expenses account for approximately g22anil $20 million,

respectively. From 2011 through 2012, total environmental related operating and capital costs are estimated to be
approximately $122 million. Expenses related to the hydroelectric facilities are expected to be $62 million and
includecosts associated with the relicensing of Hells Canyon. Thermal plant expenses are expected to total $60
million during this period. These amounts are included in the table above but do not include costs related to possible
changes in the environmentalils or regulations and enforcement policies that may be enacted in response to issues
such as climate change and other pollutant emissions fronrfil@@hbeneration plants.

Other capital requirements: | D A C O R P degulated aapital expenditures are eéxted to be $7 million in
2010 and pri mar tstrugtured énVeatments. tCarremtlftBeéesare hosexpenditures anticipated for
2011 or 2012.

American Recovery and Reinvestment Act of 2009

Under the ARRA, Idaho Power submitted a gi@pplication to the Department of Energy (DOE) in August 2009,
requesting $47 million. This grant would match a $47 million investment by Idaho Power in Smart Grid technology
as well as other incremental projects. In October 2009, Idaho Power receicedimat its application was selected

for negotiation. Negotiations with the DOE on the grant agreement terms are expected to be complete in the first
quarter of 2010.

Off-Balance Sheet Arrangements

Idaho Power has agreed to guarantee the performameelafmation activities at Bridger Coal Company of which

IERCo owns a onthird interest. This guarantee, which is renewed each December, was $63 million at December

31, 2009. Bridger Coal Company has a reclamation trust fund set aside specificalydorgbse of paying these

reclamation costs. At this time Bridger Coal Company is revising their estimate of future reclamation costs. To

ensure that the reclamation trust fund maintains adequate reserves, Bridger Coal Company has the ability to add a

pg ton surcharge if it is determined that future | iabil
fund and the ability to apply a per ton surcharge, the estimated fair value of this guarantee is minimal.
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Contractual Obligations

The following table presents | DACORP6s and | daho Power

in which they are due:

Payment Due by Period

Total 2010 20112012 20132014 Thereafter

(millions of dollars)

Idaho Power:

Long-term debt? $ 1,414 $ 13 222 $ 72 $ 1,119
Future interest paymentd 1,256 77 146 129 904
Operating leases 15 3 3 3 6

Purchase obligations:
Cogeneration and small power

production 2,214 83 222 229 1,680
Large power productiof? 260 128 132 - -
Fuel supply agreements 383 64 117 107 95
Purchased power & transmissith 89 44 31 6 8
Other® 149 65 36 21 27

Total purchase obligations 5,780 465 9209 567 3,839
Pensiorand postretirement plaffé 256 13 106 95 42
Other longterm liabilities- Idaho Power 4 3 1 - -

Total Idaho Power 6,040 481 1,016 662 3,881
Other:
Long-term debt?" 9 8 - - 1
Total IDACORP $ 6,049 $ 489 $ 1,016 $ 662 $ 3,882
@ For additional information, see Note 4 to |DACORP&6s and I|da

@ Future interest payments are calculated based on the assumption that all debt is outstanding until maturity. Forustisinstnvariable
rates, interest is calculated for all future periods using the rates in effect at December 31, 2009.

© Large power production relates to the Langley Gulch power plant and includes two contracts with Siemens Energy, Ine. ttedgpinchase
of a gas turbine and the purchase of a steam turbine and an Engineering, Procurement and Construction SeméagsmMir8oise Power
Partners Joint Venture, a joint venture consisting of Kiewit Power Engineers Co. afithd I8dustrial Company, for design, engineering,
procurement, construction management and construction services for Langley Gulch.

@ Approximately $21 million of the obligations included in purchased power and transmission have contracts that do not speeifytéettos
expiration. As these contracts are presumed to continue indefinitely, 10 years of information estimated basetl @ontiaceterms, have
been included in the table for presentation purposes.

® Approximately $51 million of the amounts in other purchase obligations are contracts that do not specify terms relatatioi. exp these
contracts are presumed to tiooe indefinitely, 10 years of information, estimated based on current contract terms, have been included ir
table for presentation purposes.

® |daho Power estimates pension contributions based on actuarial data. Idaho Power cannot estimate pension contribaitafyist ythis
ti me. For more information on pension, pl ease r afSmtements Not

M Amounts include the obligations of | DACORP6s subsidiaries o

REGULATORY MATTERS:

Rate changes and regulatory decisions have a significant impact on results of operationsfewiscashis

section discusses several important rate matters that have affected results during the past two years, as well as
significant pending regulatory issues. Regulatory matters and the financial impact of rate decisions are also
discussed in Not8 to the consolidated financial statements.
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Idaho Power has continued to focus on timely recovery of its costs through filings with the IPUC and OPUC. The
table below summarizes the most significant base rate changes during the last two years.

Notes

Annualized
Effective $ Impact
Description Date (millions)
Base rate increases
Idaho
2007 general rate case 3/1/2008 $ 321
Danskin power plant 6/1/2008 8.9
2008 general rate case 2/1/2009 20.9
3/19/2009 6.1
AMI 6/1/2009 10.5
Oregon
2008 annual power cost upda 6/1/2008 4.8
Depreciation filing 1/1/2009 (0.4)
AMI 6/1/2009 0.8
2009 annual power cost upda 6/1/2009 3.9

2009 Idaho Settlement Agreement

No rates of return were specified in the settlement
Adds $64.2million to rate base for this project
Provides a return on equity of 10.5 percent and ove
rate of return of 8.18 percent. Approximately $15
million related to increases in base net power supp
costs. Allowed Idaho Power to include in rates
approximately $10.6 million relating to AFUDC on
the Hells Canyon Complex relicensing project.
Order i s based on I daho
in AMI through December 31, 200®llowed Idaho
Power to begin thregear accelerated depreciation o
existing metering equipment on June 1, 2009. The
associated increase in annualized depreciation exp
is $9.2 million.

Represents a 15.7 percent increase in Oregon rate

Authorizes accelerated depreciation and recovery ¢
existing meters in the Oregon jurisdiction over an 1
month period beginning January 200Bhe associatec
increase in annual depreciation expense is $0.8 mi
Represents an 11.5 percent increase in Oregon rat

On January 13, 2010, the IPUC approved@at t | ement agreement among | daho
customers, the IPUC staff and others. Significant elements of the settlement agreement include:

e A general rate moratorium in effect until January 1, 2012. The moratorium does not aptpisrto

specified revenue requirement proceedings, such as the PCA, the FCA, pension funding, AMI, energy

efficiency rider, and government imposed fees.

¢ A specified distribution of the expected 2010 PCA. This distribution is intended to reduce custosper rate

provide some general rate relief to Idaho Power and reset base power supply costs for the PCA. The
associated rate change is expected to become effective June 1, 2010. This provision is in anticipation of a

significant reduction in PCA rates for th810-2011 PCA year. The PCA reduction will be allocated as

follows:

o The first $40 million wild.l be allocated equally

share would be applied to increase permanent base rates on a uniform percentagellbastotmer

cl asses and contract

customer s. The customer so

o All of the next $20 million will be allocated to customers as a direct PCA rate reduction.

o PCA reductions in excess of $60 million will be applied teaab any increase in the base level of net

power supply expenses.

o If the PCA reduction exceeds $60 million plus the increase in base net power supply expenses, the next

$10 million will be allocated equally between Idaho Power and customers.

o Any remaindemill go entirely to customers.

eA provision to share earnings with customer s
10.5 percent in any calendar year from 2009 to 2011 in its Idaho jurisdiction. Idaho Power will share with
Idaho custmers 50 percent of any returns in excess of 10.5 percent.
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e A provision to allow the accelerated amortization of accumulated deferred investment tax credits (ADITC)
if Idaho Power 6s actual rate of retufrom2@Nto20lui ty i s
in its Idaho jurisdiction. Idaho Power would be permitted to amortize additional ADITC in an amount up
to $45 million over the thregear period, but could use no more that $15 million in any one year unless
there is a carryoverCarryover amounts are added to the $15 million annual allowance up to a maximum
amortization of $25 million in any one year.

Because | da h qurisdictienegatutn®n equityawambetween 9.5 and 10.5 percent, the sharing and
accelerated amortization pfisions were not triggered in 2009.

The settlement agreement also included a provision to reestablish the base level for net power supply costs effective

with the June 1, 2010, PCA rate change. On January 19, 2010, Idaho Power filed with the IPUEt éoreque

increase base net power supply costs by $74.8 million in the Idaho jurisdi€tiamount, which is subject to
approval by the |1 PUC, reflects the maxi mum increase to
be used for both base eatand PCA calculations. The actual change in net power supply costs for rate purposes will
depend upon the amount approved by the IPUC as well as the amount of any PCA decrease determined for the
20102011 PCA yearWritten comments or protests withpee ct t o | daho Power ds applicat
2010.

2009 Oregon Rate CaseOn December 16, 2009, Idaho Power filed a Joint Stipulation and testimony in support of
a stipulation that would settle the revenue requirement issues surrounding thérgemeese filed on July 31,

2009. If approved by the OPUC, the Joint Stipulation would result in a $5 million, or 15.4 percent, increase to base
rates. The new rates reflect a return on equity of 10.175 percent and an overall rate of return of&061 e
requested effective date for new rates is March 1, 2010.

Power Supply Cost Deferrals

|l daho Power 6s power supply costs can vary significant]l
commodity markets. ldaho Power has powast@djustment mechanisms in both Idaho and Oregon. These

mechanisms allow Idaho Power to recover from or refund to customers a majority of the fluctuations in power

supply costs. Because of these mechanisms, the primary financial impacts of powecastpgyiations is that

cash is paid out but recovery from customers does not occur until a future period, resulting in fluctuations in

operating cash flows from year to year.

The following table summari zes | dtadunngtRedastdawo@emrs.def er r ed |
Idaho Oregon® Total
Balance at January 1, 2008 $ 92,322 $ 5100 $ 97,422
Costs deferred through PCA and PCAM 108,688 5,196 113,884
Prior costs expensed and recovered through rates (64,030) (2,441) (66,471)
SO, allowances credited to accoufit (2,184) (175) (2,359)
Interest and other 6,025 598 6,623
Balance at December 31, 2008 $ 140,821 $ 8,278 $ 149,099
Costs deferred through PCA and PCAM 42,533 (184) 42,349
Prior costs expensed aretovered through rates (113,134) (2,283) (115417)
S0, allowances credited to accolint (2,034) (83) (2,117)
Interest and other 3,226 1,135 4,361
2007 Excess power costs order - 6,358 6,358
Balance at December 31, 2009 $ 71,412 $ 13,221  $ 84,633

@ Oregon power supply cost deferrals are subject to a statute that specifically limits rate amortizations of deferretikcosts
percent of gross Oregon revenue per year (approximately $2 million). Deferrals are amortized sequentially.

@ The IPUC has allowed Idaho Power to retain its PCA sharing percentage of the gain from sales of SO2 allowances as
shareholdebenefit with the remainder recorded as a customer benefit, substantially all of which was used to reduce t
Proceeds fnm the sale of renewable energy certificates (RECs) are also expected to reduce the PCA. RECs are acq
Idaho Power through purchases of renewable energy.

PCAWorkshops!l n i ts order appr 2000 RGA, thedPUG direcked ldaba Pdvser t@ 2ti8
wor kshops with the | PUC Staff and sever al of I daho Pow
PCA filing. The workshops resulted in thelfating changes to the PCA mechanism, effective February 1, 2009:

47



e PCA sharing ratié the PCA allocates the deviations in net power supply expenses between customers (95
percent) and shareholders (5 percent). The previous sharing ratio was 90/10.

e LGART the LGAR is an element of the PCA formula that is intended to eliminate recovery of power
supply expenses associated with load growth resulting from changing weather conditions, a growing
customer base, or changing customer use patterns. The 2007 geteerake reset the LGAR from $29.41
to $62.79 per MWh, but applied that rate to only 50 percent of the load growth beginning in March 2008.
The stipulation agreed on a new formula for calculating the LGAR. Based on the final rates approved by
the IPUC inthe 2008 general rate case and the supporting data, the current LGAR is $26.63 per MWh,
effective February 1, 2009.

eUse of I daho Power 6s oper attheoperapoh plam forecastmay bestar ppl vy c o
match current collections with aetiunet power supply costs in the year they are incurred and result in
small er amounts being incupderdati v, theg i-2000iP@Awi wmigt ly eta
filing.

e Inclusion of thirdparty transmission expensdransmission expenses paidthird parties to facilitate
wholesale purchases and sales of energy, including losses, are a necessary component of net power supply
costs. Deviation in these costs from levels included in base rates is now reflected in PCA computations.

¢ Adjusted distibution of base net power supply coitisase net power supply costs are distributed
throughout the year based upon the monthly shape of normalized revenues for purposes of the PCA deferral
calculation.

Fixed Cost Adjustment Mechanism (FCA)

The FCAmechai sm began as a pilot program for I daho Power 0s
customers, running from 2007 through 2009. The FCA is
disincentive to invest in energy efficiency programs byasajing (or decoupling) the recovery of fixed costs from

the variable kilowathour charge and linking it instead to a set amount per customer. On October 1, 2009, Idaho

Power filed an application with the IPUC to make the FCA mechanism permanent bgdiamirary 1, 2010. The

application is being processed under modified procedure.

Idaho Power accrued $6.6 million related to the FCA in 2009; subject to IPUC approval, recovery should begin June
1, 2010. The IPUC approved a rate increase effective Ju09, through May 31, 2010, to recover $2.7 million

of fixed costs underecovered during 2008. The IPUC approved a rate reduction, effective June 1, 2008 through
May 31, 2009, to return $2.4 million of fixed costs evecovered in 2007.

Langley Gulch Power Plant Ratemaking Treatment
On September 1, 2009, the IPUC issued an order providing cost recovery and ratemaking assurances related to Idaho

Power s Langley Gulch project. The |1 PUC founwdd that | d:
entitle Idaho Power to receive such ratemaking assurances and granted Idaho Power assurarappaodgbite
include $396.6 million of construction costs in |Idaho |

operation. The order contelates that Idaho Power may request recovery of additional costs if they exceed $396.6

million; provided that Idaho Power is able to demonstrate that the additional costs were reasonably and prudently

incurred. Please see further discussion of the Larigleyy c h proj ect in ALI QUI DI TY AND
RESOURCES Major ProjectsLangl ey Gul ch Power Plant. o

Pension Expense

In the 2003 Idaho general rate case, the IPUC disallowed recovery of pension expense because there were no current
cash contributions being ma to the pension plan. On June 1, 2007, the IPUC issued an order authorizing Idaho

Power to account for its defined benefit pension expense on a cash basis. The IPUC acknowledged that it is
appropriate for Idaho Power to seek recovery in its revenugredoent of reasonable and prudently incurred

pension expense based on actual cash contributions. Idaho Power deferred approximately $29 million, $8 million

and $3 million of pension expense to a regulatory asset in 2009, 2008, and 2007 respectivel.ovgadoesnot

receivea carrying charge on tlwirrentdeferral balance.

On October 20, 2009, Idaho Power filed an application with the IPUC to implement a mechanism to track and
recover annually cash contributions made to the pension plan. Estimiaietim required contributions will be
approximately $6 million in 2010, $44 million in 2011 $47 million in 2012, $39 million in 2013, and $40 million in
2014. In its commentshe IPUC Staff recommended against establishing an annual tracking mechanism
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supported allowing the inclusion in a future rate case of reasonable amortization of cash contributions. Idaho Power

met with the IPUC Staff to clarify its understanding of their recommendation. As a result of the meeting, Idaho

Power filed replycoome nt s wi th the | PUC stating that is was not o]
clarification that the IPUC will approve amortization of future deferred cash contributions at the same time and in

the same amounts as will be approved for recovény February 17, 201€he IPUC issued its order approving the
recovery methodol ogy agreed to by I daho Power and the |
The IPUC also approved a carrying charge on the difference between actublitions and the recovery of these

amounts in rates.

Idaho Power recovers pension expense in its Oregon jurisdiction on the accrual basis.

Idaho Energy Efficiency Rider (Rider)

|l daho Power déds Rider is the chief ntinenelgyeficientyec hani sm f or
conservation, and demand response programs. Effective June 1, 2009, Idaho Power collects 4.75 percent of base
revenues, or approximately $333 million annually, under the Rider.

In the 2008 general rate case, Idaho Powerrégeed t hat the | PUC explicitly find 1
between 2002 and 2007 of $29 million of funds obtained from the Rider were prudently incurred and no longer

subject to potential disallowance. In 2009, the IPUC approved a stipulatiotfyicern$14.3 million of Rider

funding as prudent, and on January 25, 2010, Idaho Power and the IPUC Staff filed a stipulation for approval by the

IPUC to find the remaining expenditures through 2007 were prudently incurred.

On October 5, 2009, Idaho Powaerd other investeowned electric utilities serving in Idaho began a series of
informal public workshop with the IPUC Staff to discuss how energy efficiency evaluation and prudency will be
determined on a prospective basis. As a result a Memorandundefdtending (MOU) written by Staff, Idaho
Power and other investawned electric utilities in Idaho has been signed outlining a process for future energy
expenditure approvalT his document was filed with the IPUC on January 25, 2010.

In the first quartr of 2010, Idaho Power expects to request a similar prudency determination from the IPUC for

Rider expenditures in 2008 and 2009. Idaho Power spent approximately $19 million in 2008 and $33 million in

2009 for riderffunded energy efficiency and demandpense initiatives in its Idaho and Oregon jurisdictions
combined. The increase in spending in 2009 reflects |
implementation of a revised irrigation peak rewards program and commercial demandegspgnam in 2009.

FERC OATT Proceeding: In 2006, Idaho Power moved from a fixed rate to a formula rate for its open access
transmission tariff (OATT), which allows transmission rates to be updated each year. The FERC accepted Idaho
Power 6s nmates, dffectivendure d, 2006, subject to refund pending the outcome of a hearing and
settlement process.

Whil e the majority of issues related to I daho Power 6s
awaiting an order upon reconsidera on from t he FERC regarding the treat me
agreements are contracts for transmission service that were in existence before the implementation of the OATT in
1996. The i mpact of FERCOSs nainbfitha lgegacysAgreeeénts gs pravided fagat ed |
in the agreements. Revisions are expected to increase annual transmission revenue by approximately $3.8 million in
2010 compared to 2009.

l daho Power 6s OATT is di scus sfmahcidl statemdnes.r i n Note 3 to t|

FERC Compliance Program: The FERC issued Policy Statements on Enforcement in 2005 and 2008 and a Policy
Statement on Compliance in 2008. These statements encourage companiegpoddt the FERC matters that
constitute or mgaconstitute violations of the Federal Power Act (FPA), the Natural Gas Act, the Natural Gas Policy
Act and the requirements of FERC rules, regulations, orders and tariffs. The Policy Statements identify self
reporting as a factor the FERC will consideidietermining the proper remedy for a violation and emphasize the role
compliance programs play in identifying and correcting violations and in evaluating whether and the extent to which
penalties may be imposed.
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Idaho Power has implemented a complianceopgr am t o ensure that its operations
requirements and to provide a means of identifying, correcting and if warrantecpgeting any such matters to

the FERC. Idaho Power also sedports matters relating to transmission religbstandards to the WECC. In

2007, FERC Order No. 693 approved mandatory reliability standards developed by the North American Electric

Reliability Corporation. In 2008, FERC Order No. 706 also approved Critical Infrastructure Protection Reliability
Standards (CIP) developed by the North American Electric Reliability Corporation. The WECC, a regional electric
reliability organization, has responsibility for compliance and enforcement of these standards. As part of its
compliance program, ldaho Powesrs r eported compliance issues relating t
|l daho Powerdéds OATT to the FERC, as well as matters rel.
Some of these matters have been resolved, while others aredgewed by the FERC or the WECC. Those

matters that have been resolved to date have resulted in no material impact to Idaho Power. Idaho Power is unable

to predict what action if any the FERC or the WECC will take with regard to the unresolved niatibis Power

plans to continue its policy of using its compliance program to reduce potential violations andeépalinatters

to the FERC and the WECC.

Bonneville Power Administration Residential Exchange Program:The Pacific Northwest Electric P@w

Planning and Conservation Act of 1980 (the Act), through the Residential Exchange Program (REP), has provided

access to the benefitsoflewo st f eder al hydroelectric power to residen
investorowned utilities(IOUs). The REP is administered by the Bonneville Power Administration (BPA).

Pursuant to agreements between the BPA and Idaho Power, benefits from the BPA were passed through to Idaho
Power 6s residenti al and smalldredfsar m customers through el

On May 3, 2007, the U.S. Court of Appeals for the Ninth Circuit ruled that the agreements entered into between the

BPA and the IOUs (including Idaho Power) are inconsistent with the Act and shortly thereafter suspended REP
paymentsto ldahoPew and t he | OUs. Ef fective June 1, 2007, I da
bill s. Subsequent BPA filings and decisions have provi
Power has filed petitions for review of these dams with the U.S. Court of Appeals for the Ninth Circuit.

Idaho Power has been working with the other northwest IOUs and corsumed utilities, northwest state public
utility commissions and the BPA to resolve these issues.

Settlement efforts tooklgce from August through November of 2009 and parties in the case have agreed to the

selection of a mediator, with sessions expected to begin in the spring of 2010. Since these benefits were passed
through to I daho Power dsatttuesnt omermsqot tdepo@aut €ed meo oti axt di e
financial condition or results of operations.

RELICENSING OF HYDRO ELECTRIC PROJECTS:

Idaho Power, like other utilities that operate nonfederal hydroelectric projects on qualified waterways, obtains
licenses for its hydroelectric projects from the FERC. These licenses last for 30 to 50 years depending on the size,
complexity, and cost of the project. Idaho Power is actively pursuing the relicensing of the Hells Canyon Complex
(HCC) and Swan Fallsrpjects.

The relicensing costs are recorded in construction work in progress until neweaulticenses are issued by the

FERC, at which time the charges will be transferred to electric plant in service. Relicensing costs and costs related
to new licanses will be submitted to regulators for recovery through the ratemaking process. Relicensing costs of
$117 million and $4 million for HCC and Swan Falls, respectively, were included in construction work in progress
at December 31, 2009.

The IPUC authoged Idaho Power to include in rates approximately $6.8 million annually ($10.6 million grossed up
for income taxes) of AFUDC relating to the HCC relicensing project. This became effective February 1, 2009, and
Idaho Power collected approximately $9.7 ioillin 2009. Collecting these amounts in current rates will reduce the
relicensing amount submitted to regulators for recovery through the ratemaking process.

Hells Canyon Complex: The most significant ongoing relicensing effort is the HCC, which pesvid

approximately 68 percent of I daho Powerds hydroelectri«q
generating nameplate capacity. In July 2003, Idaho Power filed an application for a new license in anticipation of
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the July 2005 expiratioof the therexisting license. ldaho Power is currently operating under an annual license
issued by the FERC and expects to continue operating under annual licenses until the new license is issued.

Consistent with the requirements of the National Emvitental Policy Act of 1969, as amended (NEPA), the FERC

Staff issued on August 31, 2007, a final environmental impact statement (EIS) for the HCC, which the FERC wiill

use to determine whether, and under what conditions, to issue a new license for tie PrEeurpose of the final

EIS is to inform the FERC, federal and state agencies, Native American tribes and the public about the
environmental effects of I daho Powerds proposed operat.
and is develping comments for filing with the FERC. However, certain portions of the final EIS, involve issues

that may be influenced by the water quality certifications for the project under section 401 of the Clean Water Act

and formal consultations under the Engared Species Act (ESA), which remain unresolved. Idaho Power

anticipates filing comments to the final EIS as the section 401 and ESA processes progress and the manner in which

they may affect pending issues becomes certain.

In conjunction with the issumee of the final EIS, on September 13, 2007, the FERC requested formal consultation
under the ESA with the National Marine Fisheries Service (NMFS) and the U.S. Fish and Wildlife Service
(USFWS) regarding the effect of HCC relicensing on several aquatiteaestrial species listed as threatened

under the ESA. However, formal consultation has not yet been initiated and NMFS and USFWS continue to gather
and consider information relative to the effect of relicensing on relevant species. Idaho Poweesadatin

cooperate with the USFWS, the NMFS and the FERC in an effort to address ESA concerns.

Because the HCC is located on the Snake River where it forms the border between Idaho and Oregon, Idaho Power has
filed Water Quality Certification Applications, required under section 401 of the Clean Water Act, with the States of
Idaho and Oregon requasg] that each state certify that any discharges from the project comply with applicable state
water quality standards. Temperature and other water quality issues are of interest to various federal and state
agencies, Native American tribes, and otheripats who may provide input to the st
401 of the Clean Water Act requires that a state either approve or deny a 401 water quality certification application
within oneyear of the filing of the application or the state nbayconsidered to have waived its certification authority

under the Act. As a consequenitigho Powehas been filing and withdrawing its section 401 certification

applications with Oregon and Idaho on an annual basis while it has been working throemghuatty certification

issues with the stateddost recently, on December 23, 2008aho Powewithdrew the 401 certification applications

filed with Oregon and Idaho, and immediately refiled the applications, in order toldidnv Powerdditional ime

to address unresolved issues associated with water quality certification for the pbojeduch issue involves the
Temperature Enhancement Management Progranhdiéilad Poweproposed in its application and whether that

program provides reasonalassurance that discharges from the HCC will adequately address fall temperature water
quality criteria below Hells Canyon Dantdaho Power is continuing to work with Idaho and Oregon to ensure that

any discharges from the HCC will comply with the temp@etnd other applicable necessary state water quality

standards so that appropriate water quality certifications can be issukd fooject.

The FERC is expected to issue a license order for the HCC once the ESA consultation and the section 401
certification processes are completed.

Swan Falls Project: The license for the Swan Falls hydroelectric project expires in June 2010. In June 2008, Idaho
Power filed a license application with the FERC. On January 9, 2009, the FERC issued a scoping dipdnment
notice of scheduled scoping meetings, soliciting scoping comments and of its intent to prepare an EIS pursuant to
the NEPA. FERC held scoping meetings on February 10 and 11, 2009. On May 5, 2009, FERC issued Scoping
Document 2 for the project, aiding that based on the scoping meetings and comments received that staff will
prepare an EIS, which the FERC will use to determine whether, and under what conditions, to issue a new
hydropower license for the project. On June 16, 2009, FERC issuediite NbApplication Ready for

Environmental Analysis and Soliciting Comments, Recommendations, Terms and Conditions, and Prescriptions.
The deadline for filing comments, recommendations, terms and conditions, and prescriptions was August 15, 2009.
Filings were made by the USFWS and state of Idaho. The FERC expects to complete the EIS in 2010.

On June 6, 2008, Idaho Power filed an application with the Idaho Department of Environmental Quality (IDEQ) for
section 401 water quality certification. On Aptil2009, the IDEQ issued public notice, seeking public comment

on a draft section 401 certification for the project. No public comments were submitted and the IDEQ issued the
section 401 certification on May 4, 2009.
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Shoshone Falls Expansion:On Augustl7, 2006, Idaho Power filed a license amendment application with the
FERC, which would allow Idaho Power to upgrade the Shoshone Falls project from 12.5 MW to 62.5 MW. The
license amendment is expected to be issued in 2010. In conjunction with the &oegrsdment application, Idaho
Power has filed a water rights application with the Idaho Department of Water Resources (IDWR).

LEGAL MATTERS:

Western Energy Proceedings at the FERCidaho Power and IE are parties to proceedings at the FERC arising
fromt he fiwest er n i¢he @atifgrnia esergy anisastthiatmetwrred during 2000 and 2001, and the
energy shortages, high prices and blackouts in the western United States. High prices for electricity in California
and in western wholesale markdtging 2000 and 2001 caused numerous purchasers of electricity in those markets
to initiate proceedings seeking refunds or other forms of relief.

The three major sets of cases arising out of the western energy situation relate to (i) pricing oftsal@alifotnia
Independent System Operator (Cal ISO) and California Power Exchange (CalPX) markets (the California refund
proceeding); (ii) claims of market manipulation and tariff violations in those markets, some of which have been the
subject of FERC shw cause orders (the market manipulation cases); and (iii) pricing of sales in the spot power
markets in the Pacific Northwest (the Pacific Northwest refund proceeding).

Proceedings in all three sets of cases remain pending before the FERC. In afiditiare pending in the United

States Court of Appeals for the Ninth Circuit (Ninth Circuit) approximately 200 petitions for review of numerous
FERC orders regarding the western energy situation, including the California refund proceeding and the market
manipulation cases. Decisions in these appeals may have implications with respect to other pending cases, including
those to which Idaho Power or |IE are parties.

Idaho Power and IE have reached settlements with the principal parties to the Califormigpret@eding and the

market manipulation cases, but there remain claims by parties that have not settled that represent a small minority of
potential refunds in those proceedings. Idaho Power and IE are unable to predict the outcome of these matters, but
believe that the settlement releases they have obtained will restrict potential claims that might result from the
disposition of these two sets of proceedings and that these matters will not have a material adverse effect on their
consolidated financial gitions, results of operations or cash flows.

I n the Pacific Northwest refund proceeding, after revi
the Ninth Circuit remanded the case to the FERC on April 16, 2009 to consider whether evideadebd

mani pul ation would have altered the agencyb6s concl usi ol
Department of Water Resources (CDWR) in the proceedings. Although the FERC has not yet acted on the remand

from the Ninth Circuit, in gearate filings the California Parties (Pacific Gas & Electric Company, San Diego Gas &

Electric Company, Southern California Edison Company, the California Public Utilities Commission, the California
Department of Water Resources and the California Atto@eneral) and the City of Tacoma, Washington and the

Port of Seattle, Washington asked the FERC to take actions to reorganize and restructure the case so that they may
pursue claims that all spot market sales in the Cal ISO and CalPX markets and tiftbéNBethwest from

January 1, 2000 through June 20, 2001 should be repriced, and thereby become subject to refund, because market
manipulation and tariff violations affected spot market prices. This would expand the scope of the refund period in

the Padic Northwest proceeding from the December 25, 2000 through June 20, 2001 period previously considered

by the FERC. In May 2009, the California Parties requested that the FERC sever the CDWR sales from the Pacific
Northwest proceeding and consolidate @8WR sales portion with ongoing proceedings in cases that Idaho Power

and |IE have settled, as well as with a new complaint filed on May 22, 2009 by the California Attorney General

against some sellers, but not including Idaho Power and IE. In AugusttR@d@ity of Tacoma, Washington and

the Port of Seattle, Washington requested the FERC, either on a summary basis or after new evidentiary hearings, to
require refunds from all sellers in the Pacific Northwest spot markets for the expanded period (a20@0y

through June 21, 2000). Idaho Power and IE are unable to predict the outcome of these matters or estimate the

impact they may have on their consolidated financial positions, results of operations or cash flows.

Sierra Club Lawsuits at the Bridger and Boardman coal fired plants in which Idaho Power has ownership

interests: In February 2007, the Sierra Club and the Wyoming Outdoor Council filed a complaint against
PacifiCorp in the U.S. District Court in Cheyenne, Wyoming, alleging violations gliality opacity standards at
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the Jim Bridger coafired plant in Sweetwater County, Wyoming. Opacity is an indication of the amount of light

obscured by the flue gas of a power plant. The complaint alleged thousands of opacity permit violations by

PadfiCorp and sought a declaration that PacifiCorp had violated opacity limits, a permanent injunction ordering

PacifiCorp to comply with such limits, civil penalties of up to $32,500 per day per violation, and reimbursement of
plaintiffsén,coisntcsl wdi nd triggsasdmabl e attorneyso6 fees. | d
has a on¢hird ownership interest in the plant. PacifiCorp owns atiwals interest in and is the operator of the

plant. On February 10, 2010, PacifiCorp atalmiffs reached an agreement in principle to the settlement of the

lawsuit in its entirety. The settlement is subject to the approval of the Environmental Protection Agency and the

court. If approved, the settlement will not have a material adveseeff on | daho Power s consol
positions, results of operations or cash flows.

In September 2008, the Sierra Club and four otherprofit corporations filed a complaint against Portland General
Electric Company (PGE) in the U.S. District @bfor the District of Oregon alleging opacity permit limit violations

at the Boardman codired plant located in Morrow County, Oregon. The complaint also alleged violations of the

Clean Air Act, related federal regulations and the Oregon State Implenreet i on Pl an rel ating to
and operation of the plant. The complaint sought a declaration that PGE had violated opacity limits, a permanent
injunction ordering PGE to comply with such limits, injunctive relief requiring PGE to remedtiegec

environmental damage and ongoing impacts, civil penalties of up to $32,500 per day per violation, and

rei mbursement of plaintiffsé costs of I|itigation, i ncl i
this proceeding but has a fi8rcent ownership interest in the Boardman plant. PGE owns 65 percent and is the

operator of the plant. PGE has stated that it cannot determine with certainty the total amount of monetary penalties
and damages asserted, but based solely on the comtiaiestimated amount is $60 million.

Idaho Power is unable to predict the outcomthiEf matteror estimate the impadtmay have on its consolidated
financial positions, results of operations or cash flows.

Snake River Basin Water Rights: Idaho Power is engaged in the Snake River Basin Adjudication (SRBA),
general stream adjudication, commenced in 1987, to define the nature and extent of water rights in the Snake River
basin in Idaho, including the water rights of Idaho Power.

On March 25, 2009, mho Power and the State of Idaho (State) entered into a settlement agreement with respect to

the 1984 Swan Falls Agreement and I daho Power 6s water |
agreement is subject to certain conditions discubsémlv. The settlement agreement will also resolve litigation

between Idaho Power and the State relating to the Swan Falls Agreement that was filed by Idaho Power on May 10,

2007, with the Idaho District Court for the Fifth Judicial Circuit, which hasdgiction over SRBA matters

including the Swan Falls case.

The settlement agreement resolves the pending litigati
minimum flows at its hydroelectric facilities between Milner Dam and Swan Fals &re subordinate to future

upstream beneficial uses, including aquifer recharge. The agreement commits the State and Idaho Power to further
discussions on important water management issues concerning the Swan Falls Agreement and the management of
waterin the Snake River Basin. It also recognizes that water management measures that enhance aquifer levels,
springs and river flows, such as aquifer recharge projects, benefit both agricultural development and hydropower
generation and deserve study to deiae their economic potential, their impact on the environment and their

impact on hydropower generation. These will be a part of the Comprehensive Aquifer Management Plan (CAMP),
approved by the Idaho Water Resource Board (IWRB) for the Eastern Snakédrlder (ESPA), which includes

limits on the amount of aquifer recharge. Idaho Power is a member of the ESPA CAMP advisory committee and
implementation committee.

On April 24, 2009, the Governor of Idaho signed into law legislation approving pravistotiained in the

settlement agreement. On May 6, 2009, as part of the settlement, Idaho Power, the Governor of Idaho and the
IWRB executed a memorandum of agreement relating to future aquifer recharge efforts and further assurances as to
limitations onthe amount of aquifer recharge. Idaho Power and the State also filed a joint motion to the SRBA

court to dismiss the Swan Falls case and enter the stipulated water right decrees set forth in the settlement
agreement. Parties representing groundwates iiséhe ESPA objected to some of the language proposed by Idaho
Power and the State relating to water rights in the decrees to be entered by the SRBA court as contemplated by the
settlement agreement. Specifically, the concerns relate to the languagkinig@she subordination of the rights
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and its interplay with the original Swan Falls settlement document and implementing legislation. On January 4,

2010, the court issued an order approving the overall settlement subject to certain modificatiodsafo water

right decrees proposed by the company and the state. The company is working with the state and the parties to reach
agreement consistent with the courtés order regarding |

Idaho Power has also filed an action ia th.S. District Court of Federal Claims in Washington, D.C. in October,

2007 against the U.S. Bureau of Reclamation relating to a contract right for delivery of water to its hydropower
projects on the Snake River to recover damages from the U.S. Bur@aulamation for the lost generation

resulting from reduced flows and a prospective declaration of contractual rights so as to prevent the U.S. Bureau of
Reclamation from continued failure to fulfill its contractual and fiduciary duties to Idaho Powat.ofTithe matter

has not been scheduled.

Idaho Power is unable to predict the outcome of these matters or estimate the impact either may have on its
consolidated financial positions, results of operations or cash flows.

For further information regardiriggal proceedings, see Note 10 to the consolidated financial statements.
ENVIRONMENTAL ISSUES:

Global Climate Change:

longt er m cl i mate change could significantly affect 1l daho
following: (i) changes inemperature and precipitation could affect customer demand, (ii) extreme weather events

could increase service interruptions, outages, and maintenance costs; (iii) changes in the amount and timing of

snhowpack and stream flows could adversely affect hyelctric generation, and (iv) legislative and/or regulatory

developments related to climate change could affect plans and operations including placing restrictions on the
construction of new generation resources, the expansion of existing resourcegperatien of generation

resources in general, and (v) consumer preference for, and resource planning decisions requiring, renewable or low
GHG-emitting sources of energy could impact demand from existing sources and require significant investment in

new geaeration and transmission resources.

Greenhouse Gas Emission Reduction Goald: n Sept ember 2009, | DACORP6s and 1d
Directors approved guidelines that established a goal to reduce the carbon diox)deni@Sion intensity of Idaho
Power 6s utility operations. | daho Powerpénissigningedsityi s t o r €

for the 2010 through 2013 time period to,emisslomvel of 10
intensity of 1,194 Ibs C&MWh.

Since | dah o ,dMmssioa inténsity flliQuates with stream flows and production levels of anticipated
renewable resource additions, Idaho Power believes an average intensity reduction goal to be achieved over several
years is appropriate. Generatioom Idaho Powepowned and any renewable resources under contract for which

Idaho Power has longrm rights to the Renewable Energy Credits (RECs) will be included in the denominator of

this calculation. I daho P o vsiyreductiopgod, gswelkas additonala r d ac hi e
i nformation on;elmd aslsd oPcswewdéd ICDe reported on I daho Pow
intended to r educe ;éemisgitnantedsioyimea ménaer thay miningizgsethe Codtsoskth
reductions to Il daho Powerdéds customer s.

I n 2006 | dah oWeatoanked a& ene af thel 30 lodest emitters of @h produced among the

nationébés 100 | argest electricity producers,ouxeascording |
Defense Council, Public Service Enterprise Group and PG&E Corporation using publicly reported 2006 generation

and emissions data.

In May 2009, Idaho Power submitted information to the Carbon Disclosure Project (CDP), an independiamt, not

profit organization that claims the largest database of corporate climate change information in the world. The CDP
posted responding companies6 information at, its websit
emission intensity (Lbs/MWh) from its gemion facilities as submitted to the CDP was 1,150 and 1,097 for 2007

and 2008, respectively. Idaho Power estimates that ifse@@3sion intensity from Idaho Powewned generation

facilities for 2009 was 1,003 Lbs GMMWh.
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Regulation of Greenhouse Gakmissions: The American Clean Energy and Security Act of 2009, H.R. 2454,
Passed the U.S. House of Representatives on June 26, 2009. Senate Environment and Public Works Chairman
Barbara Boxer (BCA) and Senator John Kerry {MA) introduced a climate chae bill on the Senate floor on
September 30, 2009. The timeline for action on the Senate floor remains unclear and debate continues on the
direction, scope and timing of federal legislation to reduce GHG emissions. There are also state and regional
initiatives (including the western Regional Climate Action Initiative) considering regional rised

mechanisms to reduce GHG emissions.

Oregon enacted legislation in August 2007 establishing ecomade/goals for the reduction of greenhouse gas

emissions Oregonds goals seek to (i) by 2010, cease the gi
reduce greenhouse gas levels to 10 percent below 1990 levels; and (iii) by 2050, reduce greenhouse gas levels to at

least 75 percent below 1990 levelEhe legislation also calls for state governréatveloped policy

recommendations in the future to assist in the monitoring and achievement of these goals. The impact of the enacted
legislation on Idaho Power cannot be determined at this time.

On Januay 14, 2010, Portland General Electric announced that it intended to pursue an alternative operating plan
for its Boardman power plant. Under the alternative operating planter@aexpenditures for pollution control
equipment would be significantly reded and Boardman would either cease to operate in 2020, or it would
discontinue the use of coal as a fuel source. Idaho Power is a ten percent owner of the plant, representing 64,200
kW of hameplate capacity.

In support of international efforts to reduG&lG emissions, in January 2010, President Obama pledged to cut GHG
emissions in the United States from 2005 levels by 17 percent by 2020 and 80 percent by 2050. Any international
treaty creating mandatory GHG emission reduction requirements in the Stétied would need to be ratified by

the U.S. Senate and implemented through legislation adopted by the U.S. Congress.

In September 2009, the EPA issued a final rule that requires monitoring and reporting of GHG emissions by a

number of entities beginnirgn January 1, 2010. Most facilities will be required to report annually. Electric
generation facilities (incl udi ngemissioasunderPhe Giean BirsActf aci | i t |
(CAA) Acid Rain Program must report GQnitrous oxideand methane emissions to the EPA on a quarterly basis.

I n December 2009, the EPA issued an fAendanger ment fi ndi
been appealed to the U. S. Court of Appermesntf offi ndiiendd sil
required for the EPA and the Department of Transportation National Highway Traffic Safety Administration to

finalize their September 2009 proposal to adopt national GHG emission standards for motor vehicles. On

September 30, 2009, thé’BE acknowledged that the CAA will require it to regulate GHG emissions from stationary
sources (including Ildaho Powerdés thermal facilities) t|
when it finalizes its proposal to adopt national Gel@ission standards for motor vehicles. Under this proposed

rule, EPA is seeking to establish an applicability threshold of 25,000 tons of GHGs per ygaq®@ent) for

such programs.

Idaho Power will continue to monitor and evaluate any proposethational, federal, state or regional GHG
legislation or initiatives as well as any judicial decisions that could affect its generating facilities. The majority of
current initiatives regarding GHG emissions contemplate mdndstd compliance programghe regulation of

GHG emissions under the CAA could result in GHG emission limits on stationary sources that do not provide
marketbased compliance options such as-aagtrade programs or emission offsets. Such a program could raise
uncertainty aboute future viability of fossil fuels, specifically coal, as an economical energy source for new and
existing electric generation facilities because new technologies for reducingn@€sions from coal, including

carbon capture storage, are still in theelepment stage and are not yet proven. At this time, however, Idaho
Power is unable to estimate the costs of compliance with any such legislation or initiatives because they are in the
early stages of development and final legislation, if adopted, camjdfiom current proposals. In the 2009 IRP,
Idaho Power did not include any new conventional coal resources in the resource portfolio due to the uncertainty
regarding future carbon regulations.

Renewable Portfolio Standards (RPS):The American Clean Emgy and Security Act of 2009 as passed in the

U.S. House of Representatives on June 26, 2009, would require utilities to obtain 20 percent of their electricity from
renewable sources by 2020, and reduce demand an additional five percent through comseyaticreased
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energy efficiency. The Senate version would require electric utilities to meet 15 percent of their electricity sales

through renewable sources of energy or energy efficiency by 2021. Resources eligible to meet these standards

include wird, solar, geothermal, biomass, landfill gas, ocean, and incremental hydropower (efficiency improvements

or new capacity). Both bills recognize the benefits of existing hydroelectric generation by allowing utilities to

subtract generation from existing lgelectric projects from their total sales base prior to calculating the percentage
requirement. ldaho Power will be required to comply with a ten percent RPS in Oregon beginning in 2025. Idaho
Power expects to meet t he stheEtkimom Yalley aindeprojecs. NwRRSh t he RECO:
requirement currently exists in Idaho. ldaho Power continues to monitor proposed federal RPS legislation, which if
passed could increase capital expenditures and operating costs and reduce earnings and cash flows.

Idaho Power is currently purchasing energy from seven wind projects with a combined nameplate rating of 192

MW. Idaho Power also has an additional 275 MW of wind generation with signed and IPUC approved contracts

that have not yet been constructed; Bseaof IPUC rules related to PURPA contracts and the IPUC order for Idaho

Power to sell some ofitsnearer m RECs , |l daho Power does not hold the 6
these projects. Idaho Power continues to pursue additional geatheind, and combined heat and power (CHP)

generation resources with individual developers. Other renewable generation resources anticipated from future

CSPP contracts include solar, biomass, CHP and additional wind projects. For additional dis¢imsiotdaho

Power is preparing for IPEM1IBUSIINESS URLPTS OPERATIONSie ment s, see
Resource Planning. o

Air Quality

Idaho Power cawns three codired power plants and owns two natural gas combustion turbine power plants that
are subject to air quality regulation. The cfiedd plants are: Jim Bridger (33 percent interest) located in

Wyoming; Boardman (ten percent interest) located in Oregon; and Valmy (50 percent interest) located in Nevada.
The natural gafired plants, Daskin and Bennett Mountain, are located in Idaho. The CAA establishes controls on
the emissions from stationary sources like those owned by Idaho Power. The EPA adopts many of the standards and
regulations under the CAA, while states have the primaporesbility for implementation and administration of

these air quality programs. In February 2010, a bill was introduced in the Senate to impose limisioc SQ
emissions from power plants starting in 2012 and to require at least a 90 percemmeédunercury emissions

from coalfired generation. Idaho Power continues to actively monitor, evaluate and work on air quality issues
pertaining to federal and state mercury emission rules, possible legislative amendment of the CAA as discussed
above, Mitional Ambient Air Quality Standards (NAAQS), and Regional HaBest Available Retrofit

Technology (RH BART) and New Source Review (NSR) permitting.

Mercury Emissions: Mercury continuous emission monitoring systems have been installed on all o&Hfieezb

units at the Jim Bridger, Boardman and Valmy plants and tests to confirm the accuracy of the data being collected
are currently underway. The EPA has announced that it is developing maximum achievable control technology
standards to reduce mergwemissions from codired power plants. In 2008, the State of Oregon adopted a

mercury rule requiring Boardman to reduce mercury emissions by 90 percent or meet an emission rate of 0.6
Ibs/trillion BTU by July 2012. The state is now considering all@wip to a two year extension. Idaho Power
continues to monitor Wyoming and Nevada actions related to mercury emissions. Idaho Power is unable to predict
at this time what actions the EPA or the other states may take to reduce mercury emissionsdahfiréd power

plants.

National Ambient Air Quality Standards: In July 1997, the EPA adopted new NAAQS for ozoradBr ozone

standard) and fine particulate matter of less than 2.5 micrometers in diameter (PM2.5 standard). Regulations

promulgated byie EPA to implement these NAAQS have been challenged and portions have been remanded back

to the EPA for reconsideration. The EPA and state efforts to implement the NAAQS adopted in 1997 are ongoing.

All of the counties in Idaho, Oregon, Nevada and Wyomi wher e | daho Power 6s power pl
designated as meeting attainment withdir ozone and PM2.5 standards adopted by the EPA in 1997.

In December 2006, the EPA revised the NAAQS for PM2.5. This new standard was challenged bgraohumb

groups in the U.S. Court of Appeals for the District of Columbia Circuit and the court remanded the standard back to

the EPA in February 2009. Al | of the counties in | dah:t
plants operate curregtivere designated as meeting attainment with the revised PM2.5 NAAQS. The impact of the

new standard will not be known until the judicial appeals are completed and the associated regulatory programs are
promulgated and implemented.
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In March 2008, the EPAromulgated a final regulation which revised thedir ozone NAAQS, and on January 19,
2010, the EPA proposed to adopt a more stringdmu ozone NAAQS. Idaho Power is unable to predict what
impact the adoption of this standard may have on its dpesat

On January 22, 2010, the EPA adopted a new NAAQS faordl@ level of 100 parts per billion averaged over a 1
hour period. The EPA has not yet designated areas as attaining or not attaining the new NAAQS. In addition, on
November 16, 2009, the BRproposed a more stringent NAAQS for SO a level between 50 and 100 parts per
billion averaged over a-tiour period. Idaho Power is unable to predict what impact the adoption and
implementation of these standards may have on its operations.

RegionalHazei Best Available Retrofit Technology: In accordance with federal regional haze rules,-tioed

utility boilers are subject to RH BART if they were built between 1962 and 1977 and affect any Class | areas. This
includes all four units at the JimiBiger plant and the Boardman plant. The two units at the Valmy plant were
constructed after 1977 and are not subject to the federal regional haze rule. The Wyoming Department of
Environmental Quality (WDEQ) and the Oregon Department of Environmentaity{@DEQ) are conducting an
assessment of emission sources pursuant to an RH BART process. The states are also working on reasonable
progress toward a long term strategy beyond RH BART to reduce regional haze in Class | areas to natural conditions
by theyear 2064.

PacifiCorp submitted an RH BART application for the Jim Bridger plant in January 2007. On June 3, 2009, WDEQ

issued a public notice requesting comment from the public on the draft RH BART State Implementation Plan (SIP)

arising out of the apjgation. WDEQ has proposed to issue an RH BART air quality permit for modification of

Bridger requiring installation of loMNO, burners with separated ovire air for NOQ, reduction, and flue gas

conditioning to enhance performance of the electrogpagicipitator particulate controls. According to WDEQ, these
controls will allow Bridger to meet the EPAO®&S presumpt.i
process of installing low NCburners and S&scrubber upgrades that are proposethé application. The SO

scrubber upgrade project has been completed on Units 2 and 4 and is expected to be completed on the other two units

by the end of 2011. Idaho Power expects to spend approximately $22 million between 2009 and 2012 to complete

these projects. WDEQ is further proposing to require Bridger Units 3 and 4 to be equipped with selective catalytic
reduction (SCR) NQcontrols before December 31, 2015 and December 31, 2016, respectively. WDEQ is requiring
installation of the two SCR umitas part ofitslony er m strategy in the regional haze
share of the cost to install the two SCRs is $120 million. Installation of this SCR pollution control equipment could

require extended maintenance outages. In addMtidEQ has proposed to require PacifiCorp to submit an

application by January 15, 2015, to install aidNG, controls at Bridger Units 1 and 2 by December 31, 2023.

Design and cost estimates for meeting this proposed requirement are not yet availaldemment period on the

draft RH BART SIP ended on August 4, 2009. WDEQ will finalize the SIP and submit it to the EPA for approval.

Legal challenges or appeals of the final SIP are possible. Idaho Power will continue to monitor this process.

In August 2008, the ODEQ issued a draft RH BART proposal for the Boardman plant. The RH BART proposal was
approved by the Oregon Environmental Quality Commission in June 2009. The pollution control requirements for
RH BART and the longerm strategy are estated to cost between approximately $52 million and $56 million

(Idaho Power share) based upon current market conditions for air quality control equipment. Approximately three
quarters of the costs will be incurred by 2014 with the remainder incurr2d1dy Installation of this pollution

control equipment could require extended maintenance outages. On January 14, 2010, PGE announced that it
intended to pursue an alternative operating plan for its Boardman plant. Under the alternative operatiegrplan,

term expenditures for pollution control equipment would be significantly reduced and Boardman would either cease
to operate in 2020, or it would discontinue the use of coal as a fuel source. Idaho Power does not yet know what
impact this decision wihave on the ODEQ proposal.

While not required under RH BART, installation of low NRurners and ovefired upgrades has been completed at
the Valmy plant.

New Source Review:Since 1999, the EPA and the U.S. Department of Justice have been punsaiiogal
enforcement initiative focused on the compliance status offitedlpower plants with the New Source Review
(NSR) permitting requirements and New Source Performance Standards (NSPS) of the CAA. This initiative has
resulted in both enforcemeiitigation and significant settlements with a large number of public utilities and other
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owners of coafired power plants across the country. The administration has indicated an intention to continue this
NSR enforcement initiative. The EPA sent inforimatrequests under section 114 of the CAA, requesting

information relevant to NSR and NSPS compliance to the Jim Bridger plant in 2003, the Valmy plant in 2009 and the
Boardman plant in 2008 with a follow up request for information in 2009. Idaho Poaeniswner of these plants,

but does not operate the plants. A number of utilities that have received section 114 information requests have
engaged in negotiations with the EPA to address any allegations-cbngrliance with NSR and NSPS

requirements.n some cases, such negotiations have resulted in settlements requiring the payment of civil penalties,
installation of additional pollution controls, the surrender of emission allowances, and the completion of supplemental
environmental projects. IdaliRower cannot predict the outcome of these investigatory matters at this time.

The EPA has announced its intention to propose new regulations pursuant to the Resource Conservation and
Recovery Act governing the management and storage of coal ash wastedatetmine whether to designate coal
ash as a hazardous waste.

Endangered Species:

Slickspot Peppergrass: This southwestern Idaho plant species was listed as threatened by the U. S. Fish and

Wildlife Service (USFWS) effective December 2009. Whiljaal habitat for the plant was not designated at the

time of listing,approximately 98% of the plant species is located on federal land owned by the Bureau of Land
Management (BLM) and the Department of Defense. Parts of the Gateway West and Boarnderamgway 500

kV transmission lines and the Langley Gulch transmission and water lines will cross BLM land. This listing will add

an additional requirement and species for consideration in the Endangered Species Act (ESA) section 7 consultation.
Asect on 7 consultation is a process us e dlistedospediesthatr mi ne a
may be within the project aredhis listing may impact the expense and timing of permitting for these projects.

Sage GrouseThe sage grouse hasen proposed for listing under the ESA. If the sage grouse is listed, this will

add an additional requirement and species for consideration in ESA section 7 consultations for the Gateway West
and Boardman to Hemingway 58¥ transmission lines and thehgley Gulch transmission and water lines and
winter habitat may impact the expense and timing for these projects.

Hells Canyon Project: In 2007 FERC requested initiation of formal consultation under the Endangered Species Act
(ESA) with the National Mane Fisheries Service (NMFS) and the (USFWS regarding potential effects of HCC
relicensing on several listed aquatic and terrestrial species. Formal consultation has not yet been initiated and NMFS
and USFWS continue to gather and consider informatiativelto the effects of relicensing on relevant species.

Idaho Power continues to cooperate with the USFWS, the NMFS and the FERC in an effort to address ESA concerns.
Idaho Power may be required to modify operations pursuant to the Biological Opiaiaviltliesult from formal

consultation. However, the issuance of a final Biological Opinion within the next 18 to 24 months is unlikely.

Bliss and Lower Salmon Falls Projects:Idaho Power is finalizing a Snail Protection Plan (Plan) in cooperation

with the USFWS. If the Plan is approved by the FERC, Idaho Power will file applications with the FERC to amend
the licenses for the Bliss and Lower Salmon Falls projects that @ititain operating flexibility at both projects for

the remainder of their licenses.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES:

When preparing financial statements in accordance with generally accepted accounting principles (GAAP),

| DACORPO&s awdar 8 damhaon &Pgpe ment must apply accounting polic
reported amounts of assets, liabilities, revenues and expenses and related disclosure of contingent assets and

liabilities. These estimates often involve judgment aboubfadhat are difficult to predict and are beyond
management s control . Management adjusts these esti ma:
assumptions and factors that are believed to be reasonable under the circumstances. Actual ardounts coul

materially differ from the estimates.

Management believes the following accounting policies and estimates are the most critical to the portrayal of their
financial condition and results of oper arcdmplexs and r equi
judgments, often as a result of the need to make estimates about the effect of matters that are inherently uncertain

and may change in subsequent periods.
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Accounting for Rate Regulation

GAAP requires entities that meet specific conditions tiecethe impact of regulatory decisions in their

consolidated financial statements and requires that certain costs be deferred as regulatory assets until matching
revenues can be recognized. Similarly, certain items may be deferred as regulatorgdialiiého Power must

satisfy the following conditions to apply regulatory accounting: (1) an independent regulator must set rates; (2) the
regulator must set the rates to cover specific costs of delivering service; and (3) the service territory must lack
competitive pressures to reduce rates below the rates set by the regulator.

|l daho Powerds has determined that it meets these condi
different rate making principles followed by the jurisdictisagulating Idaho Power. The primary effect of this

policy is that Idaho Power has recorded $721 million of regulatory assets and $297 million of regulatory liabilities at
December 31, 2009. Idaho Power expects to recover these regulatory assets frovarsubtough rates and

refund these regulatory liabilities to customers through rates, but recovery or refund is subject to final review by the
regulatory bodies. If future recovery or refund of these amounts ceases to be probable, or if Idaho Rovieeglete

that it no longer meets the criteria for applying regulatory accounting, Idaho Power would be required to eliminate

those regulatory assets or liabilities, unless regulators specify some other means of recovery or refund. Either
circumstancecouldave a materi al effect on I daho Power ds result

Asset Impairment

Available-for-sale securitiesldaho Power has investments in four mutual funds that experienced a significant

decline in fair value in 2008. Idaho Pemisrequired to evaluate these and other securities periodically to

determine whether a decline in fair value is other than temporary. If the decline in fair value is other than

temporary, the cost of the investment is written down to fair value andshés recorded as a realized loss. Two
significant factors that are considered when evaluating investments for impairment are the length of time and the
extent to which the market value has beeen3pesxent t han co:
and 43 percent of their value, primarily during the stock market downturn in September and October 2008 and had
been in loss positions from six to 12 months at December 31, 2008. Because of the severity of the declines in value,
Idaho Powerdetermined that the loss in value was ofitrantemporary and recorded a gex loss of $6.8 million

in the fourth quarter of 2008. At December 31, 2009, the fair value of these investments was above their new cost
basis and no impairment was recorded.

Equity-Method Investments: IFS has affordable housing investments with a net book value of $78 million at
December 31, 2009, and Hldest has investments in four joint ventures that own electric power generation

facilities. Except for one investment whiis consolidated, these investments are accounted for under the equity
method of accountingThe standard for determining whether impairment must be recorded for these investments is
whether the investment has experienced a loss in value that is cedsadeothethantemporary decline in value.
Impairment analyses on these investments were performed in 2009 and an immaterial impairment was recorded on
one of the IdaWest joint ventures. These estimates required IDACORP to make assumptions alpestfeim

flows, revenues, cash flows and other items that are inherently uncertain. Actual results could vary significantly
from the assumptions used, and the impact of such variations could be material.

Pension and Other Postretirement Benefits

Idaho RPwer maintains a qualified defined benefit pension plan covering most employees, an unfunded nonqualified
deferred compensation plan for certain senior management employees and directors called the Senior Management
Security Plan (SMSP), and a postretiratmedical benefit plan.

The costs IDACORP and Idaho Power record for these plans depend on the provisions of the plans, changing
employee demographics, actual returns on plan assets and several assumptions used in the actuarial valuations from
which theexpense is derived. The key actuarial assumptions that affect expense are the expetdsad letgrn

on plan assets and the discount rate used in determining future benefit obligations. Management evaluates the
actuarial assumptions on an annual haaléng into account changes in market conditions, trends and future
expectations. Estimates of future stock market performance, changes in interest rates and other factors used to
develop the actuarial assumptions are uncertain. Actual results coysigmificantly from the estimates.

The assumed discount rate is based on reviews of market yields eouailifly corporate debt. Specifically,
IDACORP and Idaho Power utilize data published in the Citigroup Pension Liability Index and apply the rates
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therein against the projected cash outflows of the plans. The discount rate used to calculate the 2010 pension
expense will be decreased to 5.9 percent from the 6.1 percent used in 2009.

Rateof-return projections for plan assets are based on histoisk&keturn relationships among asset classes. The
primary measure is the historical risk premium each asset class has delivered versus the retpearod. 80

Treasury Notes. This historical risk premium is then added to the current yieldyearl0.S. Treasury Notes, and

the result provides a reasonable prediction of future investment performance. Additional analysis is performed to
measure the expected range of returns, as well as-easstand besiase scenarios. Based on the current interest
rate environment, current ratd-return expectations are lower than the nominal returns generated over the past 20
years when interest rates were generally much higher.

Gross pension and other postretirement benefit expense for these plans totahdtid®4 16 million, and $15

million for the three years ended December 31, 2009, 2008 and 2007, respectively, including amounts allocated to
capitalized labor and amounts deferred as regulatory assets. For 2010, gross pension and other postretirement
benefit costs are expected to total approximately $41 million, which takes into account the change in the discount
rate noted above, as well as a decrease in expected return on plan assets. No changes were made to the other key
assumptions used in the aatahcalculation.

Had different actuarial assumptions been used, pension expense could have varied significantly. The following table
reflects the sensitivities associated with changes in the discount rate aofiredten on plan assets actuarial
assuptions on historical and future pension and postretirement expense:

Discount rate Rate of return
2010 2009 2010 2009
(millions of dollars)
Effect of 0.5% increase $ 41 $ 38) % @a7n s (1.5)
Effect of 0.5% decrease 45 4.1 1.7 1.5

No cash contributions were required or made to the qualified plan in 2007 or 2008. A $6 million contribution for
2009 is due in calendar year 2010, and estimated payme$dd ofiillion, $47 million, $39 million, and $40 million

are due in 20112012, 2013, and 2014, respectivelynder the SMSP, Idaho Power makes payments directly to
participants in the plan. Benefit payments are expected to be $3.3 million in 2010 and averaged $2.8 million per
year from 2007 to 2009. Gross postretirement ptantributions are expected to be $4.2 million in 2010, and
averaged $5.2 million from 2007 to 2009.

The IPUC has authorized Idaho Power to account for its defined benefit pension expense on a cash basis, and to
defer and account for accrued pension egpan aregulatory asset. The IPUC acknowledged that it is appropriate

for Idaho Power to seek recovery in its revenue requirement of reasonable and prudently incurred pension expense
based on actual cash contributions. Idaho Power began deferringpexémse to a regulatory asset account to be
matched with revenue when future pension contributions are recovered through rates. The deferral of pension
expense began in 2007. At December 31, 2009, $38 million of expense was deferred as a regelatory ass
Approximately $30 million is expected to be deferred in 2010.

Please refer to Note 11 of the consolidated financial statements, which contains additional information about the
pension and postretirement plans.

Contingent Liabilities

An estimated losfrom a loss contingency is charged to income if (a) it is probable that a liability had been incurred

at the date of the financial statements and (b) the amount of the loss can be reasonably estimated. If a probable loss
cannot be reasonably estimatad,accrual is recorded but disclosure of the contingency in the notes to the financial
statements is required. Gain contingencies are not recorded until realized.

IDACORP and Idaho Power have a number of unresolved issues related to regulatory andttegal If the

recognition criteria have been met, liabilities have been recorded. Estimates of this nature are highly subjective and
the final outcome of these matters could vary significantly from the amounts that have been included in the financial
statements.
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Income Taxes

IDACORP and Idaho Power use judgment and estimation in developing the provision for income taxes and the
reporting of taxrelated assets and liabilities. The interpretation of tax laws can involve uncertainty, since tax
authorities may interpret such laws differently. Actual income taxes could vary from estimated amounts and may
result in favorable or unfavorable impacts to net income, cash flows, aneldted assets and liabilities.

RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS
See Note 1 to the consolidated financial statements for a discussion of recently issued accounting pronouncements.
INFLATION

IDACORP and Idaho Power believe that inflation has caused and may continue to cause increases in certain
operating expenses antketreplacement of assets at higher costs. Inflation affects the cost of labor, products and
services required for operations and maintenance and capital expenditures. While inflation has not had a significant
i mpact on | DACORPO s asincteaseshnaitilit expeasesidse tairglaionaduld loave an
adverse effect on earnings because of the need to obtain regulatory approval to recover such increased expenses.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

IDACORP and Idaho Power are exposed to market risks, including changes in interest rates, changes in commodity
prices, credit risk and equity price risk. The following discussion summarizes these risks and the financial
instruments, derivative instruments andigkgive commaodity instruments sensitive to changes in interest rates,
commaodity prices and equity prices that were held at December 31, 2009.

Interest Rate Risk

IDACORP and Idaho Power manage interest expense and ahditongterm liquidity through aombination of

fixed rate and variable rate debt. Generally, the amount of each type of debt is managed through market issuance,
but interest rate swap and cap agreements with highdyg financial institutions may be used to achieve the desired
combinaion.

Variable Rate Debt: As of December 31, 2009, IDACORP and Idaho Power had $43 million and $5 million,
respectively, in floating rate debt net of temporary cash investments. Assuming no change in financial structure for
either company, if variable tierest rates were one percentage point higher than the rates in effect on December 31,
2009, interest rate expense would increase anthgrearnings would decrease by approximately $0.4 million for
IDACORP and $0.1 million for Idaho Power.

Fixed Rate Dédt: As of December 31, 2009, IDACORP and Idaho Power each had $1.4 billion in fixed rate debt,
with a fair market value also equal to $1.4 billion. These instruments are fixed rate and, therefore, do not expose the
companies to a loss in earnings duehanges in market interest rates. However, the fair value of these instruments
would increase by approximately $131 million for both IDACORP and Idaho Power if interest rates were to decline
by one percentage point from their December 31, 2009 levels.

Commodity Price Risk

Utility: 1 daho Power 6s exposure to changes in commodity pric
electricity to meet the demand of its retail electric customers. The weather is a major uncontrollable factgr affectin

the local and regional demand for electricity and the availability and cost of production. The objective of Idaho

Power s energy purchase and sale activity is to meet t|
physical reserves to em® reliability, and make economic use of temporary surpluses that may develop.

|l daho Powerdéds exposure to commodity price risk is |arg
mechanisms in Idaho and Oregon. ldaho Power has adopsidhaanagement program designed to reduce

exposure to power supply cagllated uncertainty, further mitigating commodity price risk. This program has been

revi ewed and accepted by the | PUC. |l daho Beswer 6s Ener
collaborative process with customers and regulators via a committee called the Customer Advisory Group (CAG).

The Risk Management Committee (RMC), comprised of selected Idaho Power officers and other senior staff,
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oversees the risk management pragralrhe RMC is responsible for communicating the status of risk management
activities to the ldaho Power Board of Directors, and to the CAG.

The Policy requires monitoring monthly volumetric electricity position and total monthly dollar (net power supply
cost) exposure on a rolling 48onth forward view. The Power Supply business unit produces and evaluates
projections of the operating plan and orders risk mitigating actions dictated by the limits stated in the Policy. The
RMC evaluates the actions irited by Power Supply for consistency and compliance with the Policy. Idaho Power
representatives meet with the CAG at least annually to assess effectiveness of the limits. Changes to the limits can
be endorsed by the CAG and referred to the Board otire for approval. The primary tools for risk mitigation

are physical and financial forward power transactions and fueling alternatives foraitisd generation

resources.

Credit Risk

Utility: 1daho Power is subject to credit risk based on its activity with market counterparties. Idaho Power is
exposed to this risk to the extent that a counterparty may fail to fulfill a contractual obligation to provide energy,
purchase energy or completedircial settlement for market activities. Idaho Power mitigates this exposure by
actively establishing credit limits, measuring, monitoring, reporting, using appropriate contractual arrangements and
transferring of credit risk through the use of finangiahrantees, cash or letters of credit. A current list of

acceptable counterparties and credit limits is maintained.

The use of performance assurance collateral in the form of cash, letters of credit, or guarantees is common industry
practice. ldaho Powemaintains margin agreements that allow performance assurance collateral to be requested

and/or posted with certain counterparties. As of December 31, 2009, Idaho Power had posted approximately $1.3

million of assurance collateral. Should Idaho Powgrexr i ence a reduction in its cred
unsecured debt to below investment grade, Idaho Power could be subject to additional requests by its wholesale
counterparties to post additional performance assurance collateral. Counterpddidstove instruments could

request immediate payment or demand immediate ongoing full daily collateralization on derivative instruments in

net liability positions. Based upon I daho Powasr 6s cur |
of December 31, 2009, the approximate amount of additional collateral that could be requested upon a downgrade is
approximately $16 million. Idaho Power actively monitors the portfolio exposure and the potential exposure to

additional requests for germance assurance collateral calls, through sensitivity analysis, to minimize capital

requirements.

Credit ri sk for I daho Power 6s retail customers i s mana:
issued by the IPUC. Idaho Poweolsligated to provide service to all electric customers within its service area.

Idaho Power records a provision for uncollectible accounts, based upon historical experience, to provide for the

potential loss from nonpayment by these customers. |daherReillcontinue to monitor the impact of the current

economic conditions on nonpayment from customers and will make any necessary adjustments to its provision for
uncollectible accounts.

Idaho administrative code for utility customer relations rulesipitshidaho Power from terminating electric service

during the months of December through February to any residential customer who declares that he or she is unable

to pay in full for utility service and whose household includes children, elderly or ipfient s o n s . |l daho Pov
provision for uncollectible accounts could be affected by changes in future prices as well as changes in IPUC

regulations.

Equity Price Risk
IDACORP and Idaho Power are exposed to price fluctuations in equity markets, printatlgttttheir pension
plan assets, a mine reclamation trust fund owned by an ageityod investment of Idaho Power and other equity

invest ments at I daho Power. As a result of market i nci
increasedhowever, increases in the benefit obligation were
therefore resulting in an increase in future amounts required to be contributed to the plan. Based on current laws,

Idaho Power estimates thatthhd ni mum contri bution to I daho Power 6s pens

A hypothetical ten percent decrease in equity prices would result in an approximate $1.9 million decrease in the fair
value of financial instruments that are classified aslablefor-sale securities.
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