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Would you please state your name and address?

Don Reading, Ben Johnson Associates, Boise, Idaho

Have you prepared an appendix that describes your qualifications in regulatory and
utility economics?

Yes. Appendix A, attached to my testimony, serves this purpose.

Does your testimony include any attachments?

Yes. Attached are Exhibit 201: Danskin Station Costs; Exhibit 202: Danskin Generation
Summary; Exhibit 203: Mtn. Home Generation Station; Exhibit 204: Mid-Columbia
Prices; Exhibit 205: Proposed Change in Fixed and Energy'Charges.

What is your purpose in making your appearance at this hearing?

Our firm has been retained by the Industrial Customers of Idaho Power (ICIP) to assist in
the evaluation of Idaho Power's (Company, IPCo) rate application. General rate
applications are usually complex, and that is certainly true of this one. I have review the
Company's testimony and exhibits, as well as the discovery filed by the interveners and
responses by the Company. My testimony will be focus only on several significant

issues. Silence on other issues does not imply acceptance of the Company's position.

Would you please describe how your testimony is organized?

Yes. Following this introduction, my testimony has two major sections. The first section
deals with the costs and assumed operating hours of the Company’s Danskin Station
Generating Facility. The second section discusses how system loads on Idaho Power’s

system have changed dramatically over the past ten years with an increased focus on

- ~peaks on the system.
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Danskin Station

Q.

Let’s turn to your first major section, which is the impact on proposed rates from
the inclusion of Idaho Power's Danskin Generating Station located in Mt. Home.
Based on the Company's exhibits did you examine the contribution of the Danskin
Station to generating resources?

Yes. Company Exhibit 33 estimates power supply costs and the output of all Idaho
Power’s current generation assets given current system demand for each year for the
period 1928 through 2003. The output and power supply costs are thus normalized over
the 75 year period for the water conditions that existed for that given year. An average is
calculated that would represent the mean or expected output and power supply costs
under normal water conditions to meet native load. Danskin Station’s normalized
average annual output over this 75 year period is 804.6 Mwh or the equivalent of just 8.9
hours per year. (Exhibit 33, page 1 of 77; hours based on 90 MW) At this output, the fuel
costs including the Fixed Capacity Charge - Gas Transportation, are $3.267 million. If
you add the annual capital costs of $7.728 million (Idaho Power Company, Application p.
7. “The annual revenue requirement associated with the construction of this peaking
generating resource is $7,727,782.”) This leads to an average normalized annual cost of
$10.995 million. The normalized average cost per kilowatt hours basis (kWh) (not
MWh!) is $13.65.
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3 Chart 1

Danskin Station
Cost perkWh

max $130.51

source: Exhibit 33

In fact, as shown in the Chart 1 above and in Exhibit 201 over the normalized 75 year
period the highest Mwh production from Danskin Station was found by the Company to

be 2,886.3 in 1960 for a cost of $3.84 per kWh for that year. The highest is $130.51 in
1995.

Could you briefly describe the Danskin Generation Station?

The generating plant consists of two (2) natural gas-fired combustion turbines rated at

approximately 45 MW each (Unit #2 and Unit #3). It is located about two miles from

Mountain Home, Idaho and first produced power in September 2001. It is supplied by

~ gas from the Williams Northwest Pipeline located near the plant. Due to air quality

standards the plant is limited in operations to 5,140 hours per year.
4
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The Plant has been in operation since the fall of 2001. What has been the actual
output of the facility?

The first unit (which is actually called unit #2) first produced power on September 25,
2001, followed by an on line date five days later by unit #3. (Idaho Power Company’s
Response to 3™ Production Request of Commission Staff, page 34.). For calendar 2002,
the first full year of operation, output from Danskin was 43,368 Mwh (FERC Form 1,
2002, page 403). Production costs that are listed for calendar 2002 are $5.14 million,
which yields a running cost of 11.85 cents per kWh. However this does not include the
annual capital costs of $7.7 million. When capital costs are included, the running costs

£o up to 29.7 cents per kWh.

It should be remembered --- and an economists’ favorite saying -- sunk costs are sunk.
From the Company's prospective (and economically rational once the plant is built) the
annual amortized cost of $7.7 million doesn’t matter in deciding when to operate the
plant. As long as the variable costs -- primarily natural gas prices for a unit like this -- are
covered by the market value of power, it will be rational to run the plant. The variable
costs of the power produced from Danskin have varied between 60.2 cents per kWh in
2001 and 29.7 cents per kWh in 2002. However, ratepayers in this case are being asked
to shoulder the burden of the capital costs in their rates. From the ratepayers’ prospective

therefore, the full cost — both variable and fixed — is the relevant cost.

How do the costs you discussed above compare to what the Company told the
Commission in their application for a Certificate of Public Convenience and
Necessity (CPCN) about the operation of the plant?

In its CPCN Application the Company described the expected operating costs of Danskin

~ Station as follows:
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The preliminary estimate of the levelized cost per megawatt hour
(MWh) would range from an upper level of $223 per MWh based
on a capital cost for the Station of $55.2 million, 500 hours of
annual generation, and levelized fuel costs of $5.05 per MMBtu
over the 30-year life of the Station, to a lower range cost of $77 per
MWh based on a Station cost of $46 million, 5,140 hours of annual
dispatch, and average fuel costs of $5.05 per MMBtu. (Idaho
Public Utilities Commission Order No. 28773, Case No. IPC-E-01-
12, July 11, 2001, page 5.)

This means that the actual cost of 29.7 cents per kWh for 2002 was 33% higher than the
highest estimated cost, and 385% higher than the lowest estimate. It should be
remembered that 2002 was a low water year when output of the plant would be expected
to be high and hence one would expect the cost per kWh to be on the low end of the

range.

How does the estimated cost range for Danskin output found in the Company's
CPCN compare to the normalized range presented by the Company in this case?

As shown above and in Exhibit xx the normalized range of output and demand over the
75 year period presented by the Company in this case varies from a low of $3.84 per kWh
to a high of $130.51 per kWh. This translates into 1,285% higher than actual on the low
end to 43,943% higher on the high end. So both the actual and expected costs
significantly exceed what the Company told the Commission they expected would be the
costs to ratepayers for the output of this plant when they applied for their CPCN.

Based on the information presented to it by the Company did the Commission
authorize the construction of Danskin Station?
Yes. However in its Order authorizing the plant, the Commission expressed discomfort

about the amount of information provided by the Company.

The Company needs to provide the Commission with more
information. What other alternatives were considered? What was

6
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the Company’s forecasted need? The Company expressed concern
that we will assess its decision to build based on hindsight and
from a perspective of changed market conditions. We assure the
Company that the review standard employed by the Commission
will be what Company knew or should have known at the time it
made its decision to build. (IPUC Order No. 28773, page 13.)

Q. The Company offered and the Commission accepted a "Commitment Estimate" for
the capital cost portion of the plant. Did the final cost of the facility fall at or below
that estimate? ' '

A. Idaho Power Committed that capital costs would not exceed $55.2 million. According to
the Company's Application in this case the cost of construction was "approximately $49
million". This construction cost has led to the Company's request for the annual revenue

requirement of $7,727,782 associated in the investment in the Danskin Power Plant.
(Application, page 7.)

Q. If the investment costs for Danskin Station were lower than the "Commitment
Estimate" why are the actual operating costs and the expected normalized costs so
much higher?

A. As shown above, Idaho Power based its operating estimates for running the plant on an
assumption that it would run between 500 and 5,140 hours per year. Even though the last
2 years have been exceptionally dry, the plant has only been on line at the low end of the

estimated range.

Unit #2 was first synchronized at 18:55 on 9/25/01. Between that
date/time and the end of the month of October 2003, unit #2
operated for a total of 1,268 hours. Unit #3 was first synchronized
at 21:27 on 9/30/01. Between that date/time and the end of the
month of October 2003, unit #3 operated for a total of 1,235.3
hours. Between 18:55 on 9/25/01 and the end of October 2003, at
least one unit was on line for a total of 1,714.58 hours. (Idaho
Power Company's Response to 3rd Production Request of
Commission Staff, Response to Request No. 86, pages 34,35.)
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This means Unit #2 has averaged 634 hours annually over the last two years, while Unit
#3 has averaged 617.65 hours annually. For the combined units at least one was on line
for an annual average of 857.29 hours. The estimate is close to the low range of 500
hours however is only 1/6th the high range. With capital costs fixed at $7.7 million per
year plus the fixed capacity charge for gas transport of $3.2 million the annual fixed costs
of the plant are $10.9 million. Therefore the cost of production on a kWh basis are
highly dependent on the number of hours the facility is in operation. It appears that even
in dry years, like the last two, the plant will not be run in a range that will produce power

at a reasonable cost.

The Company estimates the cost of output from Danskin from a low of $3.84 per
kWh to a high of $130.51 per kWh. Why are these costs so much higher than
predicted by the Company and which were used as the basis for the Commissions
approval?

Based on both actual operations and expected needs, the hours of operation are

significantly less than the Company claimed in its application.

For the immediate future, Idaho Power indicates that it intends to
operate the Station 5,140 hours per year, i.e., up to the limit
allowed by its air quality permit. Once the Garnet project comes
on line in 2004, however, the role of the Mountain Home Station,
Staff states, could change. (IPUC Order No. 28773, page 7.)

Therefore, the Company expected the plant to be on line for over 5,000 hours through
2004. In reality the plant has operated only 2,686 hours since its only line date through
December 2003. (Idaho Power Company's Response to the 1st Production Request of
ICIP, Response to Request No. 53,54. see Exhibit 202) This means the plant has operated
just over half the claimed hours in the past 2 and 1/3 years. Because the hours of

operation have been so limited the cost of output on a kWh basis is very high.
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Q. Did Idaho Power intend the Danskin Plant to fill native load or for off system sales?

In a response to a Staff Production Request in Case No. IPC-E-01-12 (the CPCN
application) the Company stated;

Idaho Power is proposing to develop the Mountain Home Generation Project to
serve the needs of Idaho Power’s native load customers. There may be times
when all or a portion of the Station’s generation is surplus to the needs of Idaho
Power’s native load customers. (Idaho Power Company’s Response to the First
Production Request of the Commission Staff, Case No. IPC-E-01-12, Response to
Request No. 8.)

While that may be true, the number of hours from the facility needed to serve native load
is low and thus the cost is high. In response to an ICIP production request, the Company
provided a Mtn. Home Generation Station Operating Plan dated July 7, 2001 — just before the
Commission issued its CPCN for the plant. (Idaho Power Company’s Response to First
Production Request of the ICIP, Response No. 57; Exhibit 203) This document indicated
expected operating hours for the plant to be 3,673 for the last 5 months of 2000; 4,344 for 2001;
2,952 for 2002, 1,682 for 2003, and just 848 for 2004 and 2005. These are significantly less that
the 5,140 hours in the ‘immediate future’ that Idaho Power presented to the Commission.

e

Do you know why the hours of operations of Danskin Station have been so limited?
A. The Company probably assumed it would use the plant for secondary sales as well as to
meet native load needs. This would mean the plant would be on line sufficient hours to
bring the costs on a kWh basis in line with what the Company expected would be the

costs of power.
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Idaho Power’s marketing and trading analysts have indicated that
annual heavy load period market prices for the next few years will
likely be in the range of $50 to $350 per MWh. The estimated
forward price is approximately $350 per MWh for April 1 through
March 2002. The five to ten years forward prices currently are in
the range of $55 per MWh. Hourly prices have historically been
several times the annual average and could be in excess of $1000
per MWh in the near term. (Idaho Power Application, Case No.
IPC-E-01-12, page 4.)

Note this reference is to the Company's marketing and trading arm. In reality prices in
the secondary market have not been as high as they predicted. What is irrational about
the Company’s estimates is that the upper range could be sustained for an extended
period of time. At prices equal to 35 cents per kWh the market would be expected to
adjust with customer curtailments and fuel switching. Even if Danskin would have been
on line the full 5,140 hours per year, market prices would need to be above $77 per MWh

for the plant to be cost effective for secondary sales.

Q. You indicated that Danskin would be used for secondary sales as well as to meet

native load needs. What has been the experience since the plant came on line?

A. The Company does not specifically identify any generation resource when making off

system sales. However the Company, in a good faith effort to respond to the ICIP's

production request, did provide estimates based on operating parameters of their system.

However, because Danskin is the highest cost Company-owned
resource and in order to make a good faith effort to respond to this
request, in the attached information the Company has assumed that
in any hour that the Company was a net purchaser, generation from
Danskin was used to serve native load; and conversely, in any hour
that the Company was a net seller, generation from Danskin was
generated for off system sales. (IPCo Response the 1st Production
Request of the ICIP, Response 53,54.)

10
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The results of that modeling effort indicate Danskin Station produced 106,192 MWh
from its on line date in the fall of 2000 through the end of December 2003. (See Exhibit
xx.) Of that amount 78,452 MWh or 73.9% were assumed to serve for native load. It is
apparent that estimates of operating hours for Danskin for off system sales have not
developed. For example for 2003 the estimate of generating for off system sales was
only 2,655 hours.

Q. Wouldn't it be fair to look at the decision in the context of the chaos in the energy
markets in 2000 and 2001?

A. Certainly. The turmoil in energy markets during 2000 and the first half of 2001 are well

known. In the fall of 2000 and early 2001 the Company had engaged in several programs
to obtain power, including industrial and irrigation buy backs in order to obtain power
needed to serve load. As indicated in the Chart 2 (Exhibit 204, page 1.) below pnces for
electricity on the market reached unprecedented levels in December 2001 and remained
high through the spring of 2001.

11
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Chart 2
Mid-Columbia On Peak Electric Price $MWhr
$3,500
$3,000
$2,500
. $2,000
=
s
3
$1,500 Commission
Application Approve .
On Line
$1,000 1
$500 l [ 41
Y v
$0 T T T T T T T T T T
O O O OO O8O OO N AN AN N A A
QQQQQQQQQQQQQQ
R U U R R R R IR IR RO
A A g QT N gAY N
source: WSJ, Dow Jones Mid-Columbia Index

Q. In Chart 2 you have indicated when the application for Danskin was filed, when the
Commission approved the CPCN, and the on line date. It looks like market prices
had changed dramatically by the time the Commission issued its Danskin CPCN
Order. Could you explain?

A. Chart 3 (Exhibit 204, page 2.) below shows for the year 2001 the Dow Jones Mid-

Columbia Index, application date, Commission approval, and the on line date for

Danskin.

12
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Chart 3
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Note that by the time the Commission approved the CPCN market conditions had
changed dramatically and by the time the plant came on line the price for market power
was back to pre-2000 levels. This meant the ability to run the plant and make a profit
diminished even when including only the variable expenses and not the fixed costs. It
also shows that prices were not remaining at the $350 per Mwh through March 2002 as
predicted by Idaho Power’s marketing and trading analysts. This should have a warning
to the Company that they needed to reassess the economic viability of the plant. As
_discussed above, the Commission had asked for more information and documentation

about the facility. It would have been wise for the Company to reassess at the time of the
13
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Commissions approval. Even if there had been expenditures up to that date, the
Company could have come to the Commission for ratemaking treatment. That would
have been a better choice than now asking ratepayers to assume the costs of a plant that

will sit idle most of time.

. What type of ratemaking treatment are you referring to?

The Company could have ceased construction and sought recovery of its then sunk costs.

Did the Danskin Generating Station fit within the Company's Integrated Resource
Plan (IRP)?

Idaho Power acknowledged during the application process that Danskin was not part of
their IRP.

Idaho Power acknowledges that the Mountain Home Station is not
identified in the Near-Term Action Plan in the Company’s 2000
IRP. Nevertheless, Idaho Power believes that construction of the
Station is consistent with the IRP. The Station provides a cost-
effective alternative to planned wholesale market purchases. Idaho
Power believes that recent market prices for purchased power
create a unique circumstance to be addressed for the 2001-2004
period. (Idaho Power Application, Case No. IPC-E-01-12, page 4.)

The Commission in approving Danskin recognized what it characterized as 'volatility' in
the electric spot market that could mean deviation from the IRP would be justified.
However the Commission also firmly stated there was not sufficient information

available to make a least cost decision.

We are convinced that the volatility of the electric spot market
created a situation that justified a deviation from the Company’s
2000 IRP and its actions in developing plans for the Mountain
Home Station. The information provided however is insufficient
to determine the reasonableness of the related costs. As reflected

14
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in Staff comments, it is unknown whether the Mountain Home
Station was the least cost alternative. Because the Mountain Home
Station was not selected pursuant to a RFP process, we are unable
to conclude based on the information provided that the
commitment estimate is reasonable. The Company in its
Application, we note, also provides no comparison of alternatives
(alternatives available but not chosen). As reflected in its
comments, Power Development Associates believes it offered the
Company a better project. Communication and timing appear to
be factors in the Company’s decision to proceed with its own
project. It also appears that the Company’s choice of equipment
may be better suited to later conversion to combined cycle. There
is no record as to whether other alternatives were also considered
and rejected. We are unconvinced that the best measure of the cost
of alternative resources is market price estimates in effect at the
time the decision to proceed was made. The record supporting
such a finding remains to be developed. (IPUC Order No. 28773,

page 12.)

It appears the Commission skepticism has been proven by time. As shown in Chart 3,
2002 market conditions had already changed by the time the Commission gave its

approval in July of 2001.

How has Idaho Power Company responded the Commissions skepticism and the
lack of an alternative to Danskin?
Idaho Power apparently rushed the project in response to then-current market prices and

the potential benefits of generation.

In summary, given high market prices for power and the extremely
high demand for turbines at the time, the sooner a combustion
turbine project could be constructed, the greater its value. While
the Commission's Order No. 28773 tended to minimize high
current market prices as a justification for constructing the Danskin
Project, it must be remembered that at the time no one was sure
what market prices would be in the future. At the time, FERC was
continuing to refuse to impose hard market caps in the West and its
public pronouncements repeated the market would be permitted to
operate to take care of the energy supply problem. At the time, the

15
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prospect for continuing high market prices as very real.
Considering the market prices experienced at the time of the
decision to proceed with Danskin, potential customer cost savings
from a project like Danskin were on the order of $10 to $20
million per month. (IPCo Response to 4th Production Request of
Commission Staff, Response 88.)

As indicated in the Charts above, at the time the Commission approved the plant, prices--
while high by today's standards -- were different than in the proceeding months of
extremely high prices. These changing market conditions should have given the
Company pause and caused them to take a new look at the plant before attempting to
saddle ratepayers with a fixed cost of nearly $11 million per year for limited output at

outrageous costs.

The Company has recently received a CPCN for the Bennett Mountain generating
facility. When this peaking plant becomes part of Idaho Power's system how is it
expected to effect the operation of Danskin Station?

As indicated by the Company above, Danskin is Idaho Power's highest cost resource.
The will not change with addition of Bennett Mountain to Idaho Power's generating

resource portfolio:

Both plants are intended to meet Idaho Power’s peak load
requirements in the summer and winter daytime hours. With the
Bennett Mountain plant not yet online, the Danskin plant operated
slightly more than 500 hours during 2002, and operated
approximately 475 hours through September of 2003. Both years
have been considered low water years in which above normal
thermal generation and market purchases have been required.
Since first going online in August 2001, Danskin has operated in
all but two months. Once Bennett Mountain becomes available,
however, Danskin will likely operate far less

hours. Both plants will need to be operated at times during the
summer daytime hours, but still, Staff believes Danskin’s operation
could easily be cut in half from its current operational level. (IPUC
Staff Comments, Case No. IPC-E-03-12)

16
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At 500 hours the full cost of output to ratepayers from Danskin is about $0.25 per
kWh. However staff estimates that it will run 'far less' and the output 'easily’ cut in half,
At 250 hours per year the cost per kWh is 48.8 cents. Remember this is the estimate for
the driest years, on average -- according to the Company's filing the plant on average
produced about 800 MWh. At half this amount or 400 MWh per year the plant costs to
ratepayers on a per kWh (again NOT MWh) will be $27.46 after Bennett Mountain

comes on line.

What recommendations do you have for the Commission in dealing with the very
high cost the Company is asking ratepayers to shoulder in relation to the Danskin
Generating Station?

Certainly market conditions have changed, but the magnitude of the cost difference that
the Company is asking ratepayers to pay and the exceptions presented to the Commission
are huge and it is unreasonable to expect ratepayers to pay this amount. The Company
did have the alternative of reassessing, but pushed ahead even while the market prices

were declining.
I recommend the Commission not give the Company rate base treatment for Danskin
Station. This recommendation is especially compelling since the Company is going

ahead with the Bennett Mountain plant which will cause Danskin to run even less.

If the Commission followed your recommendations would the Company need to

write-off the full costs of the facility?

There certainly would be significant costs. However the Company has indicated the

generators could be sold.

17
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If the generators were not ratebased and were not considered operating property,
the Company would be able to sell the generators at a later date if it so chose.
(Idaho Power Company’s Response to the First Production Request of the
Commission Staff, Case No. [PC-E-01-12, Response to Request No. 9.)

There could be other aspects of the plant that would allow for some cost recovery. Not
allowing the plant in ratebase may be expensive for the Company; however, if it is

allowed in ratebase it will be much more expensive for ratepayers.

Normalizing Peak

Idaho Power's last rate case was ten years ago. How do the Company's loads
compare to those that existed during the last rate case?
As surprising as it sounds energy consumption from native load is virtually the same as it

was 10 years ago.

The Company's 1993 annual normalized system load used in the
IPC-E-94-5 case was 14.5 million megawatt-hours (MWh). The
Company's 2003 annual normalized system load used in this case
is 14.1 million MWh. The annual system load served today is
approximately the same as it was ten years ago. (Idaho Power
Direct Testimony of Greg Said, page 3, lines 8 to 13.)

On a normalized basis consumption demand actually declined by 100,000 kWh annually.
The major reason for this change has been the loss of the Astaris (FMC) load of 1.7
million MWh. In addition the Company has phased out FERC jurisdictional contract
loads. While total load is flat compared to 10 years ago, there has been significant shifts
in use from various customer classes. These shifts had led to a substantial change in the

load profile of the Company.

18
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The FMC contract as well as the concluded FERC contracts that
existed ten years ago provided the Company with relatively
consistent monthly loads that were somewhat flat throughout the
year. The FMC load had an interruptible component. Load
growth within the various customer classes has tended to be much
more seasonal and dependent upon weather. As a result of the loss
of relatively flat loads and the addition of non-interruptible
seasonal loads, the Company's Integrated Resource Plan now
shows the need for summer peaking resources (June, July, and
August) and winter peaking resources (November and December).
(Idaho Power Direct Testimony of Greg Said, page 4,5, lines 13 to
23, line 1.)

Q. What has been the reaction of the Company to this dramatically different load
profile?

A. One significant reaction has been the proposed shift in rate structure for all classes of
customers in reducing kWh charges and increasing customer and demand rates. (Exhibit
203.)
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Chart 4

8
Percent Change in Proposed Fixed, Demand, and
Energy Charges by Customer Class
30.0%
20.0% A
10.0% -
0.0% 3 T T

Residentigl Small Comm Large C Irigatjon
-10.0%
-20.0% ||
-30.0%

E Fixed B Demand O Energy
data source: First Production Request of NW Energy Coalition, Response to Request No. 1

23
Idaho Power states the primary approach to ratemaking is to reflect costs "as accurately
as possible". (Idaho Power Direct Testimony of John R. Gale, page 11, lines 7,8.)
Along with the proposed increases in fixed and demand changes, the Company has

introduced both seasonal and diurnal rates.
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Q.

A.

Are there other responses the Company has made to address the shift in system load
profile?

Yes. Historically, the Company has maintained that its system was 'energy constrained’
not ‘capacity constrained'. This was due to the fact that it has a relatively high percent of
its generation portfolio in hydro plants and its largest customer (Astaris/FMC) was
largely interruptible. The Company could follow peak loads through the manipulation of

its dams or through its ability to curtail its largest customer.

The loss of the Astaris/FMC interruptible load, and additional operating constraints on its
hydro facilities (primarily for environmental concerns) have changed the Company’s
supply resources. In addition, a load profile that is more peak sensitive on the demand
side has caused the Company to invest in peaking gas fired generation resources. This is
a dramatic change. As discussed above the latest units -- both Danskin Station and the
proposed Bennett Mountain plant -- are gas peaking units. Addressing peak has now

become a priority for the Company.

Becauﬁe of these changes to Idaho Power's electric system can you think of other
potential changes?

Due to these significant changes in the systems load profile, there should be a wholesale
change in the way the Company looks at both its resources and customer demands. For
example, demand side management (DSM) programs now has a different cost effective
measuring stick. Rather than being focused on primarily on energy savings, they should
also address the cost effectiveness of shaving peak. Another example may be the
viability of a pump-storage generating units. Fifteen years ago the Company made a
compelling case that this type of unit would not be cost effective. With the changes the

system has undergone this may no longer be true.

~ Because peak on the system has taken on such importance in the Company's

resource planning and rate design, do you think there should be a difference in the
21
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A.

way Idaho Power looks at peak?
While the Company has a sophisticated weather normalization model for energy it does
not weather normalize peak demand, either for the system or customer classes. In 1994

the Company did use weather adjusted peaks in their Marginal Cost Study.

No, Idaho Power has never developed a method for weather
normalizing peak loads by class for the purpose of a Cost of
Service study. However, weather-adjusted system peaks were
estimated for the purpose of the Marginal Cost Study published in
January 1994. No studies had been done since then. (IPCo
Response to 1st Production Request of ICIP, Response 49.)

At this time the Company states it is not planning to develop a method of weather

adjusting peak.

Request No. 51: Does the Company anticipate any future use of
weather normalization of peak loads? If not please explain fully
why not.

Response to Request No.51: No. At this time the Company is not
developing any methodology to weather normalize peak loads by
class for the purpose of a Cost of Service Study.

Why do you feel it is important for the Company to examine peak demands on a
weather normalized basis?

Peak demands are used by the Company in both its jurisdictional allocation studies and in
customer class allocation factors in its Cost of Service Studies. To the extent that
different customer classes (or jurisdictions) react differently to peak under different
weather conditions the allocation factors that are developed would not be the same as

those calculated from unadjusted data. This could mean a miss assignment of costs.

The Company uses weather normalized energy for resource planning and the calculation

~ of revenue requirement. Now, with the substantial change in the Company's load profile,
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ratepayers are being asked to pay increased fixed charges and fund peaking generation
plant based on peak needs. The Company needs to investigate how peak loads react to
weather conditions and what impact that it may have on inter-class allocations. The

Commission should require the Company to undertake a peak weather normalized

investigation.

o

Does this conclude your testimony on February 20, 2003

A. Yes.
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Danskin Station
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data source: Idaho Pawer Company, Exhibit 33
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(ldaho Power Company’s Response to the First Production Request of the Commission Staff,

Case No. IPC-E-01-12, Response to Request No. 8.)
Danskin Generation Summary

data source: Response to Request for Production, ICIP 1st, No. 53 &54

2001 Sep

Oct
Nov
Dec

Percent
Average

2002 Jan

Feb
Mar
Apr
May
Jun
Jul
Aug
Sep
Oct
Nov
Dec

Percent
Average

2003 Jan

Feb
Mar
Apr
May
Jun
Jul
Aug
Sep
Oct
Nov
Dec

Percent
Average

TOTALS

Percent
Average

Generation MWh

Price of
Off
Total Off System
Operating Native | Systerm Sales
Hours Gross Load Sales $/MWh
15.82 344 126 218 $21.77
209.38 8,185 2,217 5,968 $26.34
101.60 3,048 925 2,123 $22.16
158.74 6,601 2,521 4,080 $24.48
485.54 18,178 5,789 12,389
31.8% 68.2%
$23.69
42.57 1,902 299 1,603 $19.28
50.33 2,411 1,127 1,284 $19.05
136.85 6,164 1,970 4,194 $29.94
28.26 1,048 123 925 $26.30
41.52 1,439 1,169 270 $17.76
148.14 5,789 5,600 189 $14.67
481.00 19,097 19,097 -
29.29 1,136 1,136
24.40 917 917 $25.66
76.76 3,260 166 3,094 $23.72
0.00
25.55 1,500 1,280 220 $34.50
1,084.67 44,663 31,967 12,696
71.6% 28.4%
$23.43
0.00
21.16 789 789 $49.79
16.17 693 288 405 $61.42
4.20 83 83 $34.39
112.67 3,244 1,907 1,337 $32.25
101.66 4,080 4,080 :
567.00 22,629 22,629
241.30 9,696 9,696
17.46 666 666
0.00
31.91 1,394 1,353 41 $36.81
2.26 77 77
1,115.79 43,351 40,696 2,655
93.9% 6.1%
$42.93
2,686.00 106,192 78,452 27,740
73.9% 26.1%
$30.02

Case No. IPC-E-03-13
Exhibit 202
page 1 of 1
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IDAHO POWER COMPANY

Mtn. Home Generation Station

Operating Plan

Cumulative Net Cumulative Net
Rank Margin Month On/Off-P Operating Hours Hours Income Rank Margin Month On/Off-P Operating Hours| Hours Income
1 $38  Aug-01 On-Peak Y 424 424 $ 1,290,571 1 $2  Aug-04 On-Feak Y 424 424 $ 67,926
2 $35 Dec-01 On-Peak Y 424 848 $1,188,684" 2 $1 Jan-04 On-Peak Y 424 848 $33,9862
3 $32  Oct-01 On-Peak Y 425 1,273 $ 1,089,360 3 $(4) Feb-04 On-Peak N 307 T (oS s-
4 $30 Sep-01 On-Peak Y 410 1.683 $ 985,230 4 $(7) Aug-04 Ofi-Peak N 1% - 1565 5.
5 $15 Dec-01 Ofi-Peak Y 320 2.003 $ 384,480 5 $(8) Jan04 Off-Feak N 130 s 1395 5.
6§  $13  Aup-01 Ofi-Peak Y 320 2323 $333,216 6  $(9) Jun04 On-Fesk N 10 248 3345 5.
7 $11  Nov-01 On-Peak Y 410 2733 $ 361,251 7 $(12) JulD4  On-Feak N ¥ 48 JNA 5.
8 $10  Oct-01  Ofi-Peak Y 320 3.053 $ 256,320 6 $(13) May-04 On-Feak N ux\u s3I s
9 $6  Sep-01 Ofi-Peak Y 310 3,363 $ 148,986 8 $(13) Feb-04 Ofi-Feak N 194 “EINM)> 8-
10 $3  Nov-01 Off-Peak Y 310 3.673 $74.493 10 $(15) Sep-04 On-Feak N L\ V) S4239Q Sy s
S1A12¢ SRtk 11 $(16) Jun-04 Ofi-Feak N 310 45 41G)  §-
12 §$(18) Dec-04 On-Feak N YR -+t Y$P s
13 $(20) Juk04  Off-Peak N 130 8- yqol s-
Cumulative Net 13 5(20) Apr-04 On-Feak N i) 38 =653 5.
Rank Margin Month On/Off-P Operating Hours Hours Income 13 $(20) May-04 Off-Feak N T BAE T
1 $38 Aug-02 On-Peak Y 424 424 $ 1,324,534 16 $(21) Mar-04 On-Feak N - B4E $-
2 $26 Aug-0?2 OH-Peak Y 320 744 $ 666.432 17 $(22) Nov-04 On-Peak N - 846 $-
3 $20  Juk0Z  On-Peak Y 424 1.168 $ 679,24 18 $(23) Sep-04 Ofi-Peak N - Bat $-
4 $19  Jan-0:  On-Feak Y 424 1,562 $ 645,286 1€ $(26) Apr-04 OH-Feak N - B4E -
5 $16 Sep-02 Off-Peak Y 310 1,902 $ 397,296 18 $(26) Dec-04 Ofi-Peak N -
6 $15 Sep-02 On-Peak Y 410 2312 $492,615 21 $(28) Mar-04 Off-Peak N -
7 $11 Feb-02 On-Peak Y 383 2.695 $ 337.461 22 $(29) Oct-04 On-Peak N -
8 $7  Ju-0z OH-Peak Y 320 3,015 $179.424 22 $(29) Nov-04 Off-Peak N -
9 $2  Jun-02 On-Peak Y 410 3425 $ 65,682 24 $(36) Oct-04 Ofi-Peak N -
9 $2  Jun-0z Off-Peak \ 310 3.738 $ 49,662
1 $(1) Jan-02 Of-Peak N 10 195 066 5
12 $(2) Dec-02 On-Peak N uw s (Y4 8- S
13 $(3) May-02 On-Peak N uyy 7% Uq0d s- Cumulative
A4 $(4)  Oct02  On-Peak N UMS] .23 BAWN s. Rank _Margin Month On/OH-P Operating Hours| Hours Income
15 $(6) Nov-02 On-Peak N - 3,735 $- 1 $2  Aug-05 On-Peak Y 424 424 $ 67.925
16 $(7) Dec-02 OH-Peak N - 3,735 $- 2 - Jan05 On-Peak Y 424 848 $-
17 $(8) May02 Of-Pesk N 3735 $- 3 $(7) FebO05 On-Peak N 293 48123y .
18 $(9) Feb-02 Off-Peak N - 3,735 $- 4 $(10) Aug-05 Ofi-Peak N 230 46 1SSV 5.
19  $(12) Mar-02 On-Peak N 3,735 $- 5 $(12) Jul05 On-Peak N YN w8 1475 5.
20  $(13) Apr-02 On-Peak N 3735 $- 5 $(12) Jan05 Ofi-Peak N 230 e 9245 .
21 $(14) Oct-02 Oft-Peak N - 3,735 $- 7 $(15) Sep-05 On-Peak N Q10 A8 )TN -
22 $(16) Nov-02 Of-Peak N 3735 $- e $(18) Feb-05 Offi-Peak N 234 248094\ s.
23 $(17) Mar-02 Ofi-Peak N [ $(18) Dec-05 On-Peak N (LYY s8I\ s
24 $(18) Apr-02 Off-Feak N 10 $(22) Nov-05 On-Peak N Yo 4t 5?)-2 $-
1 $(23) Ju05 Ofi-Peak N 230 £48 4INS 8-
12 5(25 Mar05 On-Feak N YoM 848 US7)> s
12 §(25) Jun-05 On-Peak N WO —548 WG3) 5
Cumulative 145 - $(26) Sep-05 Off-Feak N rIe) 48 S)h -
Rank Margin Month On/Off-P Operating Hours Hours iIncome 15 $(28) Dec-05 Off-Peak N - 848 3-
1 $23  Aug-03 On-Peak Y 424 424 $781.135 16  $(29) Oct-05 On-Peak N - 848 $-
2 $13  Aug-03 Ofi-Peak Y 320 744 $333,216 16 $(29) May-05 On-Peak' N - 848 $-
3 $8  JuF03  On-Peak Y 424 1,168 $ 271,699 18 $(32) Nov-05 Of-Peak N - 848 $-
4 $6  Jan-03 On-Peak Y 424 1,592 $ 203,774 19 $(35) Mar05 Of-Peak N - 848 $-
5 $4  Sep-03 On-Pesk Y 410 2,002 $ 131.364 19 $(35) Jun05 Ofi-Peak N - 848 $-
6 $1 Ju-03Z  Ofi-Feak Y 320 2.322 $ 25,632 21 $(36) Apr-05 On-Peak N - 84E $-
7 $(1) Feb-03 On-Peak N 1 +322 3PL 5. 22 $(38) Oct05 OH-Feak N . B4t $-
8 $(3) Sep-03 Of-Peak N J110 £322 301 $- 22 $(38) May-05 Of-Feak N - 848
9 $(4) Jan-05 Off-Peak N 330 zome NS 5. 24 $(45) Apr-05 Ofi-Peak N 848
10 $(6) Jun-03 On-Peak N Yo 2372 VM8 $- i
1 $(9) May-03 On-Peak N $o+{ 2322 Y1 $-
12 $(10) Feb-03 Ofi-Peak N 2134 29224458 .
13 $(11) Oc-05  On-Peak N yy¢| 2ee-ydB 5. .
13 $(11) Jun03 Off-Peak N 310 22:C1q3  s- [ — e
15 $(12) Dec-03 On-Peak N - 2327 $- i
16 §$(14) May-03 Ofi-Peak N . 2322 $- :
17 $(15) Nov-03 On-Peak N - 2322 $- :
18 $(16) Oct-03 OH-Peak N 2.322 $- i
19 $(18) Apr-03 On-Peak N - 2322 $- :
20 $(19) Mar-03 On-Peak N - 2322 $- !
20 $(19) Dec-03 Off-Peak N - 2,322 $- !
2 $(21) Apr03 Ofi-Peak N . 2322 $- i
22 $(21) Nov-03 Off-Peak N - 2,322 $-
24 $(24) Mar-03 Off-Peak N




(177473

3

uelg BuyesadQ

UOYEIS UOHEIBUSS, BUIOH "IN

ANVJINOD ¥3mOd OHvaI

0 0 898 sunoH Buyelado.1g10.L 5002
0 N 9 (s SES SE$ 0 N 9 (828 628 628 0 N 9 (81)s 6E % 6€$ 5% €58 | OISPS | 0S¥ S | so92Q
[s} N ¢ {92)3% 1€ 1€$ [¢} N ¢ (2E)s sZs sZs 0 N ¢ (Za)s [ ] SE$ Pi-X €55 | OISPS | O1SP S | SO-AON
0 N 0L (€B)$ vZ$ 24 0 N 0 (8D)S 618 6L S ¢} N 0 (62)% [:r4 8z$ iS$ €58 | OISVS | 0ISVS | S0-PO
[¢] N § f{oUs LES LES 0 N S {92)% IES €S 0 N § (Gi) 8 v s 1S5S €5 ¢ oisPs | 01SvE | sodag
0 N b €)s ¥S'$ PS $ [s} N+ (ops ws s vy A} zs 65§ 65% S8 ESS | 01S¥S | 0ISP S | So-Bny
s} N v MsS ors ors [s} N v (g2} vES VES 0 N ¢ (ZHS Srs$ Svs S8 €68 | OISYS | OISVS | SOIop
[’} N 8 (62)8% ;24 ] 141 0 N 8 (se)s 443 [<4 1 0 N 8 (s2)s eES zes IS$° | €58 | OISPS | 01SP$ | sounr
0 N ot (e€)$ [Z4] vZ$ [o] N 0L (g8€)$ 6L % 6L % 1] N 0b (62)8 8z s 8zs 53 €S olsvs | 0LSP $ | co-Aeiy
0 N 2L (s 1% 1% 0 N Zb (s¥)s 1%} zis 0 Nz (9E)S (¥4 ¥4 53 €58 | 0lS¥$ | OISV S | SOndy
0 N 8 (628 8z $ 14 ] 0 N 8 (SE)8 [44 3 (443 0 N 8 (S2)8 Zes 441 SS €58 | 0ISYS | OISP$ | SOo-ew
0 N € (s Svs$ 5[4 0 N € (8U$ 6ES 6ES 0 N € s 05 % 0SS S$ €5% | OISPS$ | OISTS | S0qed
0 N 2z (53 253 258 0 N 2z (zu)s Sy § Sr$ ey A Z -3 1SS 58 iS¢ €68 0lGv s | souep
T . L . ) . 8y8 ) . ik OH: Bufjesad 5\ 1e10i) - ) :
0 N 8 (2)$ K3 ot § 0 N 8 (928 (X3 IES 0 N 6€$ 628 5% €S § oesv$ | oesv$ | voosqQ
[5} N b {52)% [4% ZE$ 3} N L (B2)S 8Z% 8z $ 0 N SES GES S8 €58 | 0ES¥y$ | 0Sv§ | vonoN
0 N 2+ (8% 141 sZ$ 0 Nz (ee)s %43 (¥4 0 N 8z$ 143 S$ €5 | 0ESPS | 0ESVS | vORO
0 N ¢ (8L)S 8e s 8c$ 0 N ¢ (e2)s vES (%] o] N L s evs 58 5% OES'¥$ | OESv$ | podes
s} N 2)s S5 8 S5 $ 0 [ ()¢ 058 0ss vy At 65% 65§ 5% ES S 0ESP$ | 0ESv S | vo-Bny
0 N § (918 s s 0 N § (028 ES LES 0 N § Svs Srs P21 €58 | 0ESPS$ | 0ESVS | porIng
0 N v (s 6% (14 [o] N v (91)s 4 14 0 N ¥ CES ces s £$ 89tes | 891€s | vo-unr
[s} N § (9aU)s 4] 143 0 N § (028 24 43 0 N 9 8Z$ 8Z$ 7] £8 | zerves | zeres | vohew
0 N 6 (g2)8 8L g 81$ [ N 8 (g2)s St S 5% 0 N 6 (4 (¥4 Wws €8 | ZYIES | Zries | vOoudy
[¢] N 0L (¥2)S 628 6% 0 N 0 (82)8 74 sZ$ [} N 0} (44 Zes €5$ 67 $ Z8L'vs | 281y S | pOJen
0 N £ (8)s S 8 9r $ 0 N € (e)s ws W o] N ¢ 058 0ss 05 % SIEVS | GlEPS | vo-qed
0 N 2z (&3 €SS £5¢% 0 N _¢ (8)s 8 s 8y $ ver A2 1S3 58 2SS | ecpps | €€v P $ | po-uer
T el oowen v . o.oeesth . S - I Bunelado;jeg R
N 6 (5% 0 N 6 9E S 9€ S N 6 158
N oL (8U)$ 0 N Oi £€$ £€$ N O 058 | €€2vs | gL2v S
N 8 (€S 0 N 8 9zs 9z$ N 8 8€E$ | £22€3% | €268
A € LS [s} N € 6E$ 6€ % ALY 8es | evZes | evzes
A 618 AL s58 S5 8 A 8E § PECES | pEZES
A2 X A2 s (443 A2 (€S | sp1'eEs | SHIES
N 9 (@% N 9 oes 0E$ N 9 LES | LSLES | LSLES
N 2 (Ms N 2 4 9z N 2 9€S | oLkES | oLLEs
N 1L (61)8 N O o0Zs 0z N b €5 | SPL'ES | SPLES
N 2t (ta)s N 2t 0E$ 0E$ N 2 05§ S8CY$ | S8ZV S
N § (98 N § ovs v N § 2ss | oevrs | oerv s
A £ N ¥ €58 €5 ¢ A€ €5$ | 0S5PS | 0SSV S
S = . T R ieJodo;|e} } L
N Z N 9 05§ N ¢ K 0/5F$
N O N Ob ovs N O eSS 0Py $
N & N 6 0ES N & ov$ 09V'E$
A2 A2 098 A ¥ ov$ EEV'E S
A At oL% A ovs | 0Zyes | ozves
A € A € 0ss$ A2 6ES | SEEES [ SEEES
A S A P Sv s A 9 6ES | SYEES | SVEES
N 8 N ¢ GES N 8 6ES | ooees | ooees
N 2 N 2t szs$ N T 6ES | OVEES | OVEES
N b N b ovs N b €58 | GESPS | SESVP S
A S N 8 0ss A S SSS | SELVS | SELYS
A ¥ N _§ 09§ 098 A_€ /58 | 098'v$ | 0%8v$
- L S ; o o nelodQiiejoiL] i
A SLS GL% A2 S6$ 9GS | S6LFS | S6L¥S
A S 098 09¢ A S 89§ €58 | S55¥ % | SSSV S
A € S53$ S5 § A € 3 e | GBPES | SBYES
ALY 0S$ 053 AP ves ovs | €2vES | €ZvES
A2 €1 % 968 96§ A L 19% 6¢ LE€S | LiEES
dO yuey c_ma_z d-0 19304 A83d- to do se9 [J/0 koL woyden
s LS UMNIS St i [ BEIERDI GLINGS:
orL's sunoH BunesadQ jenuuy xey
GLES UMin/$ Bupededq sey;Q,
%06 Anligeqieay juajeainby
< 5 (UMmwig) Jsmog 68 (5,10 yiog) Aoede ejoy
?.m_z_za. muw E\sx\:.m. ajey jeaH




Case No. [PC-E-03-13
Exhibit 204
page 1 of 2

$3,500

$3,000

$2,500

$2,000

$MWhr

$1,500

$1,000

$500

$0

Mid-Columbia On Peak Electric Price $MWhr

. i,sh;f\n
Geommission
Application  Approve .
| On Line
| i L
L) Ll T T T T T 1 T 1 T T
o o o (=] o o - - - -~ - - o
Q O O O 06 O O O © O O o o
Q O O Q0 O O 6 © © & 6 6 o©
9 9 84 o 94 4 9 g g4 g g g d
ST T X X O3 T XX T T = I @ T
- (321 T N~ (2] - -~ [y2} 0 ~ [« - -
- -

source: WSJ, Dow Jones Mid-Columbia

.




Case No. IPC-E-03-13
Exhibit 204
page 2 of 2

$MWhr

Mid-Columbia On Peak Electric Price $SMWhr

$600

Application
$500

$400 L v ﬁ
oo - i
“JM | On Line
$200 u
$100 h L l
\,N\%
Voada "

T T T

$0 - .
11172001 3/1/2001  5/1/200t1  7/1/2001  9/1/2001 11/1/2001

source: WSJ, Dow Jones Mid-Columbia Index




Case No. IPC-E-03-13
Exhibit 205
page 1 of 1

Percent Change in Proposed Fixed, Demand, and
Energy Charges by Customer Class
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Present position

Education

Professional
and business
history

Don C. Reading

Don C. Reading

Consulting Economist with Ben Johnson Associates, Inc.:

B.S., Economics - Utah State University
M.S., Economics - University of Oregon
Ph.D., Economics - Utah State University

Idaho Public Utilities Commission:
1981-86  Economist/Director of Policy and Administration

Teaching:

1980-81  Associate Professor, University of Hawaii-Hilo

1970-80 Associate and Assistant Professor, Idaho State University
1968-70  Assistant Professor, Middle Tennessee State University

Dr. Reading provides expert testimony concerning economic and
regulatory issues. He has testified on more than 25 occasions before
utility regulatory commissions in Alaska, California, Colorado, the District
of Columbia, Idaho, Nevada, Texas, Utah, and Washington.

His areas of expertise include demand forecasting, long-range planning,
price elasticity, marginal pricing, production-simulation modeling, and
econometric modeling. He has also provided expert testimony in cases
concerning loss of income resulting from wrongful death, injury, or
employment discrimination.

Dr. Reading has more than 30 years experience in the field of economics.
He has participated in the development of indices reflecting economic
trends, GNP growth rates, foreign exchange markets, the money supply,
stockmarket levels, and inflation. He has analyzed such public policy
issues as the minimum wage, federal spending and taxation, and
import/export balances. Dr. Reading is one of four economists providing
yearly forecasts of statewide personal income to the State of Idaho for
purposes of establishing state personal income tax rates.

Dr. Reading's areas of expertise in the field of energy include demand
forecasting, long-range planning, price elasticity, marginal and average
cost pricing, production-simulation modeling, and econometric modeling.
Among his recent cases was an electric rate design analysis for the
Industrial Customers of Idaho Power.

While at Idaho State University, Dr. Reading performed demographic



Don C. Reading

studies using a cohort/survival model and several economic impact
studies using input/output analysis. He has also provided expert
testimony in cases concerning loss of income resulting from wrongful
death, injury, or employment discrimination.

Among Dr. Reading's current projects are a FERC hydropower
relicensing study (for the Skokomish Indian Tribe) and an analysis of
Northern States Power's North Dakota rate design proposals affecting
large industrial customers (for J.R. Simplot Company). Dr. Reading has
also recently completed an analysis for the Idaho Governor's Office of the
impact on the Northwest Power Grid of various plans to increase salmon
runs in the Columbia River Basin.

Publications

The Economic Impact of Steelhead Fishing and the Return of Salmon
Fishing in Idaho, Idaho Fish and Wildlife Foundation, September, 1997.
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