ARKOOSH
LAwW OFFICES

iy C. Tom Arkoosh

“ tom.arkoosh@arkoosh.com

April 8, 2013

Ms. Jean Jewell VIA HAND DELIVERY
Commission Secretary

Idaho Public Utilities Commission

472 W. Washington

Boise, ID 83702

Re: GNR-E-11-03 — Filing of Confidential Information Pursuant to Rule 67
Dear Ms. Jewell:

Accompanying this letter please find enclosed an original and seven copies of our Reply
Comments in the above matter containing confidential information pursuant to the Protective
Agreement between Avista Corporation, Idaho Power Company, Pacific Corp, Idaho Public
Utilities Commission staff, and Intervenors to be filed pursuant to Rule 67 of the IPUC Rules of
Procedure. Such information is labeled “Confidential” because the same was provided to us in
discovery under that label, pursuant to the Agreement.

Sincerely,
ARKOOSH LAW OFFICES
Erin Cecil
Legal Assistant
/emce
Enclosures
Cc: Client
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C. Tom Arkoosh, ISB No. 2253
ARKOOSH LAW OFFICES

802 W. Bannock Street, Suite 900
P.O. Box 2900

Boise, Idaho 83701-2598
Telephone: (208) 343-5105
Facsimile: (208) 343-5456

E-mail: tom.arkoosh@arkoosh.com

Attorneys for Twin Falls Canal Company, North
Side Canal Company, Big Wood Canal
Company and American Falls Reservoir District

No. 2
BEFORE THE IDAHO PUBLIC UTILITIES COMMISSION

IN THE MATTER OF THE
COMMISSION’S REVIEW OF PURPA Case No. GNR-E-11-03
QF CONTRACT PROVISION
INCLUDING THE SUBROGATE REPLY COMMENTS OF NORTH SIDE
AVOIDED RESOURCE (SAR) AND CANAL COMPANY, TWIN FALLS
INTEGRATED RESOURCE CANAL COMPANY, BIG WOOD CANAL
PLANNING (IRP) METHODOLOGIES COMPANY, AND AMERICAN FALLS
FOR CALCULATING PUBLISHED RESERVOIR DISTRICT NO. 2
AVOIDED COST RATES.

COME NOW Twin Falls Canal Company, North Side Canal Company, Big Wood Canal
Company, and American Falls Reservoir District #2 (collectively, “Canal Companies™), by and
through their counsel of record, C. Tom Arkoosh of Arkoosh Law Offices, and hereby submit
these Reply Commenits.

These Reply Comments are submitted on behalf of the Canal Companies pursuant to
Order No. 32737, which provides parties the opportunity to address the comments of other
parties filed on March 25, 2013. Having reviewed Idaho Power Company’s Comments on

Reconsideration (“IPC Comments”) and the Comments of the Commission Staff (“Staff
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Comments”), the Canal Companies take exception with two somewhat related but distinct issues
raised by these parties: 1) the delivery standard that a canal drop project—or any project--must
achieve in order to obtain the full avoided cost resource capacity value, and 2) the on-peak
capacity factors being advocated for canal drop or seasonal hydro projects’ by these entities.
As expressed in our March 25, 2013 comments, we continue to urge the Commission adopt an
on-peak or seasonal capacity factor for canal drop projects of 100% in order to reflect the full
avoided capacity cost for superior performing canal drop or seasonal hydro projects.

The on-peak capacity factor is a very critical input to the avoided cost spreadsheet model
used to determine standard avoided cost prices. It directly impacts the amount of avoided
capacity cost that is reflected in the resulting standard avoided cost prices. For example, an
on-peak capacity factor value of 80% will result in only 80% of the avoided capacity cost (the
capital cost and the fixed operation and maintenance cost of the avoided resource) being included
in the avoided cost price. Similarly, on-peak capacity factors of 60% and 95% will result in the
avoided cost prices reflecting only 60% and 95% of the avoided capacity costs, respectively.
The IPC Comments argue that no resource is capable of delivering capacity during 100 percent
of the on-peak hours over a 20 year period and, consequently, no resource should be paid 100%
of the avoided cost of capacity:

However, it is not reasonable to assume that a project will achieve a perfect 100

percent capacity factor and will never have any outages during Idaho Power’s

peak energy need period during the 20-year contract term as is implied by the

suggested use of a 100 percent capacity factor. Even a well operated and

maintained facility is likely to have unexpected mechanical and forced outages

occur over the typical contractual term, and it is not reasonable to pay a 20-year

price based upon the assumption that a project has a perfect 100 percent capacity
factor. (IPC Comments at page 10)

! The Staff Comments propose the use of the term “seasonal hydro” instead of “canal drop hydro” to refer to any
hydro project that provides capacity when it is most needed by the utility. For these comments, the Canal
Companies consider these two terms as having the same meaning.
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The Canal Companies agree with IPC that no resource can be expected to provide 100% on-peak
deliveries 100% of the time. This is precisely why utilities recognize or take into account
forced outage rates for various resources and have planning reserve margins to account for
expected outages and a host of other circumstances. However, this does not mean that a QF
resource should not be able to receive 100% of the avoided capacity costs. As a case in point,
IPC Exhibit No. 3, page 18, has a “base load” 90% exceedance capacity factor of 92%”. In
actuality, this is an “expected” or “50%” value as it is based on an expected forced outage rate of
8%. This is a typical value for base load resources. As such, any QF resource that can
provide on-peak deliveries comparable to or exceeding the expected on-peak deliveries of the
avoided resource should receive 100% of the avoided capacity cost.

As previously explained by illustrative examples, the current calculus in the avoided cost
pricing model assigns capacity-related costs based on the assumption that the avoided resource
can and does provide on-peak capacity 100% of the time. Thus, even an avoided cost base load
resource that provides 92% on-peak deliveries all the time will only be paid 92% of the avoided
capacity resource value. This is simply wrong. By analogy, the pricing model would only
“pay” IPC 92% of the capital and fixed operation and maintenance costs of Langley Gulch since
this resource cannot provide—and is not expected to provide--100% oﬁ-peak deliveries over its
entire economic life. This Commission and the avoided cost pricing model must recognize that
the avoided resource cannot provide 100% on-peak deliveries 100% of the time. As long as the
QF project can match or exceed the on-peak deliverability of the avoided resource, it should

receive 100% of the avoided resource capacity value. Either the logic in the avoided cost

2 In the Staff Comments, using similar reasoning to IPC, staff advocates an on-peak capacity factor of 93% instead
of IPC’'s 92% for base load resources. Either value is acceptable to the Canal Companies as the on-peak
benchmark with which to pay 100% of the avoided capacity cost.
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pricing model should be changed or the input values—the resource specific on-peak capacity
factors—should be adjusted to account for the pricing model calculus such that an on-peak
capacity factor of 92% equates to receiving 100% of the avoided capacity costs.

In addressing the appropriate on-peak capacity value to use in establishing standard rates
for canal drop projects, the IPC Comments simply re-iterate the proposed 67.1% on-peak
capacity factor contained in the direct testimony of Mr. Stokes (Exhibit No. 3, pagel8). In our
March 25, 2013 comments, the Canal Companies showed that this value is simply not credible
and should not be used to derive avoided cost prices for canal drop projects. Indeed, the
independent analysis performed by staff did not rely on any of the data employed by IPC to
calculate this value. Consequently, for this issue, the focus of these comments will be on staff’s
recommended on-peak capacity factor for “seasonal” hydro projects of 79%.

As noted in the Staff Comments, staff’s analytical approach differed from IPC’s in the
specific projects used in the sample (seven projects with MV90 metering versus IPC’s four
projects with PI metering), the definition of the on-peak summer period (staff included June 23
through June 30 in addition to the month of July used by IPC), staff applied a “correction factor”
in order to have the sample be more reflective of the entire population of the identified seasonal
projects and staff used hourly data from a longer period of time (2007 - 2012 as compare to 2008
—2011). (See Staff Comments at page 4 and page 6). While the Canal Companies appreciate
the sound analysis undertaken by staff, the Canal Companies disagree with the recommended
79% on-peak value since it will not result in superior canal drop or seasonal projects receiving
the value of the capacity these projects are providing. To show why this is the case, the
following table presents the specific capacity factor values for each of the seven projects used in

staff’s analysis for the peak hours of June 23 through July 31 based on the actual hourly on-peak
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exceedance value represents the minimum capacity value that is delivered during 90% of the
time, in actuality, 90% of the time IPC could plan on capacity being greater than this value.
Only 10% of the time would the actual deliveries be below the 90% exceedance value. Except
for the poor performing Project B shown in Table 1, the difference between the 90% exceedance
value and the expected value are very close. This is far from what is implied or could be
interpreted from the Staff Comments.

The closeness in the 90% exceedance and expected values shown for the superior
performing canal drop projects is also consistent with IPC’s own hydro projects. The following
table is a sampling of IPC hydro projects on-peak capacity factors derived from information
contained in IPC’s Integrated Resource Plan (“IRP”) under the three different planning
scenarios.

Table 2
Select IPC ROR Hydro Projects - On-Peak Capacity Factors®

50% Water 70% Water 90% Water

Run of River Plants -50% Load -70% Load -70% Load
Lower Malad 87% 87% 87%
Swan Falls 50% 49% 45%
Twin Falls 22% 22% 20%
Upper Saimon B 80% 78% 76%
Total: 46% 45% 43%

For IPC’s owned hydro projects, the differences between the 50% (expected) water scenario and
the 90% water exceedance value are comparable to the canal drop projects, as is also the wide
range of capacity values between the various projects for a given scenario. More importantly,

each of these projects is “paid” its full cost under cost-of-service regulation even though its

? The values in the table are derived from IPC’s IRP. The nameplate ratings used in the calculations are from
page 27 of the IRP dated November 2011 while the expected MWs under the three different scenarios are from
the IRP technical appendix, pages 96, 106 and 116 dated June 2011.
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capacity contribution is far from 100% during the peak period and far below the performance of
superior canal drop projects. As QF resources are substitutes for company owned resources,
equity requires that canal drop projects should be paid for the capacity they provide.

As the characteristic of the avoided resource is based on an expected on-peak delivery
amount—capability less the expected forced outage rate—QF projects should be paid on this
same expected delivery standard. As shown by the historical delivery values in Table 1, several
of the sampled projects have delivered at an on-peak rate very close to the 92% on-peak level of
the avoided resource. These projects should be paid essentially 100% of the avoided resource
capacity value. If on the other hand, Staff believes the on-peak deliveries for canal drop
projects should be based on a 90% exceedance value--since this is what is used for IPC hydro
projects--then canal drop projects should be measured against the 90% on-peak deliverability of
IPC’s owned hydro projects and not the avoided resource. Based on the sampled data for the
hourly projects, the QF canal drop projects provide comparable on-peak deliveries as compared
to the IPC projects. Using this ‘;hydro yardstick” confirms that the superior performing canal
drop proj ects should recgive 100% of thg avbid,éd capacity costs.

As noted in ou}r‘VMavrcht 25, 2Q13 cpmmenté, _tbe Commission should approve the use of a
100% on;peak céxp’acity fact§r fpf derijving standard éVoided cost energy prices for canal drop or
seasonal projects to ensure the supéﬁor pé_rforn;iiig préjééts are paid for the capacity they do in
fact provide. In addition, the avoided cosf pricing fnodel Should be modified or used in a
manner so that avoided cost prices reflect 100% of the e;voided resource cost for expected

on-peak capacity deliveries at or above the avoided resource expected on-peak capacity factor.
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Respectfully submitted,

DATED this % day of April, 2013.

}UL\AW OFFICES

C. Tom Arkoosh

Attorneys for Twin Falls Canal Company, North Side
Canal Company, Big Wood Canal Company and American
Falls Reservoir District No. 2

OS
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CERTIFICATE OF SERVICE

T HEREBY CERTIFY that on this 6 day of April, 2013, I served a true and correct
copy of the foregoing upon each of the following individuals by causing the same to be delivered
by the method and to the addresses indicated below:

Jean Jewell, Commission Secretary
Idaho Public Utilities Commission
427 W. Washington St.

Boise, Idaho 83702

Daniel Solander

Rocky Mountain Power
201 S. Main St., Ste. 300
Salt Lake City, UT 84111

Ronald L. Williams
Williams Bradbury PC
1015 W. Hays St.
Boise, Idaho 83702

Robert A. Paul

Grand View Solar II

15690 Vista circle

Desert Hot Springs, CA 92241

R. Greg Ferney

Mimura Law Offices, PLLC
2176 E. Franklin Rd., Ste. 120
Meridian, Idaho 83642

Bill Piske, Manager

Interconnect Solar Development, LLC
1303 E. Carter

Boise, Idaho 83706

Robert D. Kahn, Executive Director
Northwest and Intermountain Power
Producers Coalition

1117 Minor Ave., Ste. 300

Seattle, WA 98101

U.S. Mail, postage prepaid
Hand-Delivered
Overnight Mail

Facsimile

_X__ViaE-Mail jean.jewell@puc.idaho.gov

_ X Via E-Mail daniel.solander@pacificorp.com

U.S. Mail, postage prepaid
Hand-Delivered
Overnight Mail

Facsimile

U.S. Mail, postage prepaid
Hand-Delivered
Overnight Mail

Facsimile

_X__ Via E-Mail ron@williamsbradbury.com

U.S. Mail, postage prepaid
Hand-Delivered
Overnight Mail

Facsimile

_X__ Via E-Mail robertapaul08@gmail.com

U.S. Mail, postage prepaid
Hand-Delivered
Overnight Mail

Facsimile

_ X Via E-Mail greg@mimuralaw.com

U.S. Mail, postage prepaid
Hand-Delivered
Overnight Mail

Facsimile

_X__ Via E-Mail billpiske@cableone.net

U.S. Mail, postage prepaid
Hand-Delivered
Overnight Mail

Facsimile

_X__ Via E-Mail rkahn@nippc.org
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Michael G. Andrea
Avista Corporation
1411 East Mission Ave.
Spokane, WA 99202

Dean J. Miller

Chas McDevitt
McDevitt & Miller, LLP
P.O. Box 2564

Boise, Idaho 83701

Don Sturtevant, Energy Director
J.R. Simplot Company

P.O. Box 27

Boise, Idaho 83707

James Carkulis, Managing Member
Exergy Development Group of ID, LLC
802 W. Bannock St., Ste. 1200

Boise, Idaho 83702

M.J. Humphries

Blue Ribbon Energy LLC
3470 Rich Lane

Ammon, Idaho 83406

Arron F. Jepson

Blue Ribbon Energy LLC
10660 South 540 East
Sandy, UT 84070

Brian Olmstead, General Manager
Twin Falls Canal Company

P.O. Box 326

Twin Falls, Idaho 83303

John R. Lowe

Consultant to Renewable Energy
Coalition

12050 SW Tremont St.

Portland, OR 97225

U.S. Mail, postage prepaid
Hand-Delivered

Overnight Mail

____ Facsimile

_ X Via E-Mail michael.andrea@avistacorp.com

U.S. Mail, postage prepaid
____ Hand-Delivered
Overnight Mail
__ Facsimile
_X__ Via E-Mail joe@mcdevitt-miller.com

chas@mcdevitt-miller.com

U.S. Mail, postage prepaid
Hand-Delivered

Overnight Mail

___ Facsimile

_X__ Via E-Mail don.sturtevan@simplot.com

U.S. Mail, postage prepaid
Hand-Delivered

Overnight Mail

__ Facsimile

_ X ViaE-Mail
jcarkulis@exergydevelopment.com

U.S. Mail, postage prepaid
___ Hand-Delivered
Overnight Mail
___ Facsimile
_ X Via E-Mail blueribbonenergy@gmail.com

U.S. Mail, postage prepaid
Hand-Delivered

Overnight Mail

___ Facsimile

_X__Via E-Mail arronesq@aol.com

U.S. Mail, postage prepaid
____ Hand-Delivered
Overnight Mail
__ Facsimile
_ X Via E-Mail olmstead@tfcanal.com

U.S. Mail, postage prepaid
Hand-Delivered
Overnight Mail

Facsimile

_X__ Via E-Mail jravenesanmarcos@yahoo.com
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Donovan E. Walker
Jason B. Williams

Idaho Power Company
P.O. Box 70

Boise, Idaho 83707-0700

Ted Sorensen PE

Birch Power Company
5203 South 11" East
Idaho Falls, Idaho 83404

Bill Brown, Chair

Board of Commissioners of Adams
County, ID

P.O. Box 48

Council, Idaho 83612

Kristine A. Sasser

Deputy Attorneys General

Idaho Public Utilities Commission
472 W. Washington St.

Boise, Idaho 83702

Wade Thomas, General Counsel
Dynamis Energy, LLC

776 W. Riverside Dr., Ste. 15
Eagle, Idaho 83616

Glenn Ikemoto
Margaret Rueger -
Idaho Windfarms, LLC
672 Blair Ave.
Piedmont, CA 94611

Ted Diehl, General Manager
North Side Canal Company
921 N. Lincoln St.

Jerome, Idaho 83338

U.S. Mail, postage prepaid
Hand-Delivered
Overnight Mail

Facsimile

_X Via E-Mail dwalker@idahopower.com

jwilliams@idahopower.com

U.S. Mail, postage prepaid
Hand-Delivered
Overnight Mail

Facsimile

_X  Via E-Mail ted@tsorenson.net

U.S. Mail, postage prepaid
Hand-Delivered
Overnight Mail

Facsimile

_X __ Via E-Mail bdbrown@frontiernet.net

U.S. Mail, postage prepaid
Hand-Delivered
Overnight Mail

Facsimile

_X _ Via E-Mail kris.sasser@puc.idaho.gov

U.S. Mail, postage prepaid
Hand-Delivered
Overnight Mail

Facsimile

_X __Via E-Mail wthomas@dynamisenergy.com

U.S. Mail, postage prepaid
Hand-Delivered
Overnight Mail

Facsimile

_ X Via E-Mail glenni@envisionwind.com

margaret(@envisionwind.com

U.S. Mail, postage prepaid
Hand-Delivered
Overnight Mail

Facsimile

_X__ Via E-Mail nscanal@cableone.net
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Megan Walseth Decker
Senior Staff Counsel
Renewable Northwest Project
917 SW Oak St., Ste. 303
Portland, OR 97205

Peter J. Richardson

Gregory M. Adams
Richardson & O’Leary, PLLC
P.O. Box 7218

Boise, Idaho 83702

Marv Lewallen

Clearwater Paper Corporation
601 W. Riverside Ave., Ste. 1100
Spokane, WA 99201

Benjamin J. Otto

Idaho Conservation League
P.O. Box 844

Boise, Idaho 83701

Don Schoenbeck

RCS

900 Washington St., Ste. 78
Vancouver, WA 98660

Liz Woodruff

Ken Miller

Snake River Alliance
P.O. Box 1731

Boise, Idaho 83701

Deborah E. Nelson
Kelsey J. Nunez

Givens Pursley LLP

P.O. Box 2720

Boise, Idaho 83701-2720
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U.S. Mail, postage prepaid

_____ Hand-Delivered
Overnight Mail

_ Facsimile

_X__ Via E-Mail megan@rmp.org

U.S. Mail, postage prepaid
Hand-Delivered
Overnight Mail

Facsimile

_ X Via E-Mail peter@richardsonandoleary.com

greg(@richardsonandoleary.com

U.S. Mail, postage prepaid
_____ Hand-Delivered

Overnight Mail
__ Facsimile
_ X ViaE-Mail
marv.lewallen@clearwaterpaper.com

U.S. Mail, postage prepaid

____ Hand-Delivered
Overnight Mail

Facsimile

_X__ Via E-Mail botto@idahoconservation.org

U.S. Mail, postage prepaid
____ Hand-Delivered
Overnight Mail
___ Facsimile
_X __ Via E-Mail dws@r-c-s-inc.com

U.S. Mail, postage prepaid

____ Hand-Delivered
Overnight Mail

Facsimile

X Via E-Mail lwooruff@snakeriveralliance.org

Emiller@snakeriveralliance.org

U.S. Mail, postage prepaid
Hand-Delivered
Overnight Mail

Facsimile

_X  Via E-Mail den@givenspursley.com

kin@givenspursley.com
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Dr. Don Reading
6070 Hill Rd.
Boise, Idaho 83703

Tauna Christensen
Energy Integrity Project
769 N. 1100 E.

Shelley, Idaho 83274

Lynn Harmon

AFRD #2

409 N. Apple St.
Shoshone, Idaho 83352

Michael J. Uda

Uda Law Firm, P.C.

7W. 6o Avenue, Suite 4E
Helena, MT 59601

Attorneys for Mountain Air Projects,

LLC

J. Kahle Becker

The Alaska Center

1020 W. Main Street, Suite 400
Boise, ID 83702

Attorneys for Mountain Air Projects,

LLC

U.S. Mail, postage prepaid
_____ Hand-Delivered
Overnight Mail
___ Facsimile
_ X Via E-Mail dreading@mindspring.com

U.S. Mail, postage prepaid

Hand-Delivered

Overnight Mail

__ Facsimile

_X__Via E-Mail tauna@energyintegrityproject.org

U.S. Mail, postage prepaid
Hand-Delivered

Overnight Mail

__ Facsimile

_X__Via E-Mail lynnharmon@cableone.net

‘U.S. Mail, postage prepaid

_____ Hand-Delivered
Overnight Mail

Facsimile

_X__ Via E-Mail muda@mthelena.com

U.S. Mail, postage prepaid
Hand-Delivered
Overnight Mail

Facsimile

_ X Via E-Mail kahle@kahlebeckerlaw.com

2t/

C. Tom Arkoosh
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