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As previously reported in IDACORP, Inc.'s and Idaho Power Company's (IPC) Annual Report on
Form 10-K for the year ended December 31, 2007 and subsequent filings with the Securities and
Exchange Commission, including the Quarterly Report on Form 10-Q for the quarter ended
September 30, 2008, IPC submitted a revised OATT filing with the Federal Energy Regulatory
Commission (FERC) requesting an increase in transmission rates in 2006. In the filing, IPC
proposed to move from a fixed rate to a formula rate, which allows for transmission rates to be
updated each year based on FERC Form 1 data. The formula rate request included a rate of return
on equity of 11.25 percent. IPC’s filing was opposed by several affected parties. Effective June 1,
2006, the FERC accepted IPC’s proposed new rates, subject to refund pending the outcome of the
hearing and settlement process.

On August 8, 2007, the FERC approved a settlement agreement by the parties on all issues except
the treatment of contracts for transmission service that contain their own terms, conditions and rates
that were in existence before the implementation of OATT in 1996 (Legacy Agreements). This
settlement reduced IPC’s proposed new rates and, as a result, approximately $1.7 million collected
in excess of the settlement agreement rates between June 1, 2006, and July 31, 2007, was refunded
with interest to customers in August 2007. As part of the settlement agreement, the FERC
established an authorized rate of return on equity of 10.7 percent.

On August 31, 2007, the FERC Presiding Administrative Law Judge (ALJ) issued an initial
decision (Initial Decision) with respect to the treatment of the Legacy Agreements, which would
have further reduced the new transmission rates requested by IPC. IPC, as well as the parties
opposing IPC, appealed the Initial Decision to the FERC, although IPC’s reasons for appealing
were obviously different than those of the opposing parties. If implemented, the Initial Decision
would have required IPC to make additional refunds of $5.4 million (including $385,000 of
interest) for the June 1, 2006 through December 31, 2008 period. IPC previously reserved this
entire amount over the same period of time.

On January 15, 2009, the FERC issued an Order on Initial Decision (FERC Order), which upheld
the Initial Decision of the ALJ in most respects, but modified the Initial Decision in one respect that
is unfavorable to IPC. The decision requires IPC to reduce its transmission service rates to FERC
jurisdictional customers. Furthermore, IPC is required to make refunds to FERC jurisdictional
transmission customers in the total amount of $13.3 million (including $1.1 million in interest) for
the period since the new rates went into effect in June 2006. Refunds are required to be made
within 45 days of the FERC Order. Based on the FERC Order IPC has reserved an additional $7.9
million (including $694,000 in interest) in the fourth quarter of 2008, bringing the total reserve
amount to $13.3M. Prior to the FERC Order, the FERC jurisdictional transmission revenues (net of
the $5 million reserve) booked in the last seven months of 2006, 2007 and 2008 were $8.1 million,
$13.3 million and $15.8 million, respectively. Under the FERC Order, the transmission revenues



would have been $6.4 million in the last seven month of 2006, $11 million in 2007 and $12.6
million in 2008.

IPC intends to file a request for rehearing with the FERC. IPC cannot predict when the FERC will
rule on the request for rehearing or the ultimate outcome of this matter.
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