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Q. PLEASE STATE YOUR NAME, ADDRESS, AND EMPLOYMENT.

A I am Anthony J. Yankel. I am President of Yankel and Associates, Inc. My

address is 29814 Lake Road, Bay Village, Ohio, 44140.

Q. WOULD YOU BRIEFLY DESCRIBE YOUR EDUCATIONAL

BACKGROUND AND PROFESSIONAL EXPERIENCE?

A I received a Bachelor of Science Degree in Electrical Engineering from Carnegie
Institute of Technology in 1969 and a Master of Science Degree in Chemical Engineering from
the University of Idaho in 1972. From 1969 through 1972, I was employed by the Air
Correction Division of Universal Oil Products as a product design engineer. My chief
responsibilities were in the areas of design, sfaﬂ-up, and repair of new and existing product lines
for coal-fired power plants. From 1973 through 1977, I was employed by the Bureau of Air
Quality for the Idaho Department of Health & Welfare, Division of Environment. As Chief
Engineer of the Bureau, my responsibilities covered a wide range of investigative functions.
From 1978 through June 1979, I was employed as the Director of the Idaho Electrical Consumers
Office. In that capacity, I was responsible for all organizational and technical aspects of
advocating a variety of positions before various governmental bodies that represented the
interests of the consumers in the State of Idaho. From July 1979 through October 1980, I was a
partner in the firm of Yankel, Eddy, and Associates. Since that time, I have been in business for
myself. Iam a registered Professional Engineer in the states of Ohio and Idaho. Ihave

presented testimony before the Federal Energy Regulatory Commission (FERC), as well as the

1 ‘ Yankel, DI
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State Public Utility Commissions of Idaho, Montana, Ohio, Pennsylvania, Utah, and West

Virginia.

Q. ON WHOSE BEHALF ARE YOU TESTIFYING?

A I am testifying on behalf of the Idaho Irrigation Pumpers Association, Inc.

(Irrigators).

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS PROCEEDING?

A My testimony will address:
e Disproportionate growth on the system
e Irrigation Load Research data and curtailment
e BPA credit
e Irrigation Peak Rewards Program

e Irrigation Time-of-Day rates

Q. WHAT ARE YOUR CONCLUSIONS AND RECOMMENDATIONS IN THIS

CASE?

A I make the following conclusions and recommendations:
¢ There has been very rapid growth on the system for all customer classes

except the Irrigators’ load which has been flat for at least the last 25 years.

2 Yankel, DI
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The cost of this growth shows up in all aspects of the Company’s cost
structure; Production, Transmission, and Distribution.

In spite of the lack of Irrigation growth, the Company’s cost-of-service study
allocates disproportionate amounts of these costs to the Irrigators. Without
addressing growth and the cost of growth, all cost of service studies will
continue to inappropriately allocate the cost of growth to the Irrigators and
away from the customers that are causing these growth related costs. The
Irrigators have inappropriately gotten more than the system average increase
for at least the last 14 years. Essentially, without recognizing who causes the
cost of growth, the cost of service studies to the Commission in this case and
previous cases have attempted to spread the cost of growth “equally”, thus
harming classes that are not growing and benefiting classes that are growing.
The Company’s cost of service study in this case continues to not allocate the
cost of growth to classes that are causing the growth related cost increases on
the system.

If the Company’s “Base Case” cost-of-service study were modified to match
its marginal cost allocation factors with the growth causing the marginal costs
(as opposed to historic usage billing determinants), the rate of return for the
Irrigation class would more appropriately reflect the lack of Irrigation
contribution to the system growth and growth related costs. If the impact of
growth is recognized, the Irrigation rate of return would be over twice the

system average. Based upon a proper matching of the Company’s marginal

3 Yankel, DI
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costs allocation factors with growth (as opposed to historic billing
determinants), I recommend no increase in this case for the Irrigators.

The load research data used in this case for the Irrigators does not reflect the
curtailments under the Irrigation Peak Rewards Program. This is an oversight
due to the newness of the program. This needs to be corrected in future cases.
The Irrigation Peak Rewards Program only partially benefits the Irrigators for
the significant benefit it provides the rest of the system. There needs to be a
significant increase in the level of the curtailment credits paid. An increase of
37 times the existing credits is cost justified.

The Company has let its Irrigation time-of-day program slip away. As an
alternative to the Irrigation Peak Rewards program, an Irrigation TOD
program could bring significant benefit to the Irrigators as well as the
Company. As opposed to abandoning the TOD program, corrections need to
be made to the rates and the time periods involved in order to make the TOD

program workable for the benefit of all.

4 Yankel, DI
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DISPROPORTIONATE GROWTH ON THE SYSTEM

Q. HAS GROWTH ON THE IDAHO POWER SYSTEM BEEN UNIFORM?

A No. For more than two decades there has been a major imbalance in the growth

on the Idaho Power system between customer classes.

Q. UPON WHAT DO YOU BASE YOUR STATEMENT THAT THERE HAS

BEEN AN IMBALANCE OF GROWTH ON THE SYSTEM?

A Even the most casual observer should note that for years there has been strong and

persistent growth on the Idaho Power system and that this growth has not occurred in the

Irrigation load. This is most easily demonstrated by observing the following graph':
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Over the last 25 years, the Irrigation load has been basically flat—decreasing 2%; Residential
load has increased 54%:; and the combined Commercial/Industrial load has over doubled at an
increase of 124%. All customer classes, except the Irrigation class, have caused the phenomenal

growth on the Idaho Power system.

Q. HAS THIS GROWTH IN LOAD BEEN ACCOMPANIED BY GROWTH IN

UTILITY PLANT-IN-SERVICE?

A In order to keep up with this growth, there have been significant increases in

Plant-In-Service at all functions as demonstrated by the following graph?:
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! Historic usage data taken from pages 25, 27, 29, 31 of Appendix A of Idaho Power’s 2006 IRP.
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Tn the last 25 years, Generation plant has increased $768 million or 93%, Transmission plant has
increased $360 million or 145% (more than doubled its 1981 level), and Distribution plant has
increased the most by adding an additional $780 million or 246% (over tripled its 1981 level).

| Given the huge percentage growth in Distribution Plant-In-Service and the fact that the
absolute dollar magnitude even exceeded that of new Generation plant, it is worthwhile to look at

these accounts in more detail:
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As can be seen from the above graph, the increase in plant in service has occurred in all aspects
of Distribution Plant. What is not readily apparent from the above graph is the percentage

change in various accounts. The Overhead Conductor account has doubled, while the Poles and

2 Data taken from FERC Form 1 for years 1981-2006.
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Line Transformer accounts have tripled in the last 25 years. However, the Underground

accounts have gone up over 700% of their levels from 25 years ago.

Q. DOES THE COMPANY’S ALLOCATION METHODS AND COST OF
SERVICE STUDIES PROPERLY REFLECT THE IMPACT OF THESE GROWTH RATES

ON COSTS TO CUSTOMER CLASSES?

A No. Inappropriately, over the last 25 years or so the Company’s cost of service
studies have allocated a significant portion of this growth to the Irrigation class. Given the
obvious fact that growth and the cost of growth is not being fueled by the Irrigators, the
allocation of significant portions of the cost of this growth to the Irrigators is on its face counter-

intuitive.

Q. PLEASE FURTHER EXPLAIN HOW THE RESULTS OF THE COMPANY"’S

CLASS COST OF SERVICE STUDY ARE COUNTER-INTUITIVE.

A As pointed out above, the trend that has been in place for more than two decades
is that the non-Irrigation load has increased, while the Irrigation load has either stayed even or
decreased. Unlike PacifiCorp which has also been undergoing a tremendous amount of growth
over the last 20 plus years, Idaho Power has been deemphasizing the 12 CP allocation method

and has been focusing on the growth that has taken place during the summer peaks. The

8 Yankel, DI
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following lists the annual system peak demand that occurs in July data utilized in both this case

and Case IPC-E-94-5 which used a 1993 test year’:

Annual System Peak 1993 2007 % Change
Irrigation 572,219 609,905 6.6%
Non-Irrigation 1,212,428 2,273,905 87.5%

As can be seem from above, the changes in load at the time of the single annual system peak are
striking. Over the last 14 years, the rate of growth for the non-irrigation customers has been at a
rate that is approximately 13 times greater than that for the Irrigators.

A similar pattern can be seen with respect to the annual energy consumption:

Annual Energy Usage 1993 2007 % Change
Irrigation 1,799,035 1,707,083 -5.1%
Non-Irrigation 8,867,253 13,077,851 47.5%

As can be seem from above, the changes in annual energy usage follow a diverging pattern.
Over the last 14 years the Irrigation usage has decreased usage by approximately 5% while Non-

Irrigation usage has increased approximately 50%.

Q. WHY IS THIS HISTORIC PRESPECTIVE OF BILLING DETERMINANTS

IMPORTANT?

A Tt has been an often repeated theme of this rate case as well as past rate cases that
growth on the system is causing cost increases and the corresponding need to seek rate increases

for the customers. As stated by Company President Mr. Keen in this case:

3 The non-irrigation data listed for Case IPC-E-94-5 does not include data for FMC.

9 Yankel, DI
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Q. What does the continued record growth mean to the level of the
Company’s expenditures?

A Both operation and maintenance and capital expenditures have increased
in order to enable us to serve our growing customer base and to reinforce our
system reliability.

Q. Does the Company project that it will be required to continue to make
substantial infrastructure investments over the next three years?

A Yes. The Company’s latest forecast shows construction budgets of
approximately $266 million in 2008 and $815 million for 2008 through 2010
combined. Expenditures of this magnitude will enable the Company to develop
new resources and sustain those the Company already has, and to build and
upgrade transmission and distribution systems required to serve the Company’s
customers.

Given the substantial growth on the Idaho Power system and the cost of that growth, one would
expect that the cost of that growth would be borne upon the customers that are causing that

growth. Contrary to this premise, the Company’s cost of service studies over the last 14 vears

have proposed to allocate disproportionate increases to the Irrigators in order to pay for the cost

of growth of other customers. The following is a listing of the percentage increases recently
sought by Idaho Power and the percentages increases that the Company’s costs of service studies

assigned to the Irrigators:

Overall Increase to
Case No. Increase Irrigators
IPC-E-03-13*  17.68% 67.10%
IPC-E-05-28° 7.82% 27.03%
IPC-E-07-08°  10.35% 42.64%

Clearly, these Company cost of service studies have been produced counter-intuitive

recommendations with respect to the Irrigation customers.

4 Exhibit 41 page 1 line 233
5 Exhibit 44 page 1 line 53
6 Exhibit 45 page 1 line 53

10 Yankel, DI
Irrigators



10

11

12

13

14

15

16

17

18

19

20

21

22

Q. IS THE ALLOCATION METHODOLOGY IN THE COMPANY’S COST OF

SERVICE STUDY IN THIS CASE THE SAME AS THAT FROM 14 YEARS AGO?

A Generally speaking, yes. There have been some minor changes from 14 years
ago, but the allocation methodology used in this case under Exhibit 43 (referred to by the
Company as its “Base Case”) is similar for the major allocators (D10, D13, and E10). If
anything, the allocation methodology under the Company’s Base Case is more tolerant of the
lack of Irrigation growth than was the allocation methodology used 14 years ago. In spite of the
Company’s proposed method in this case being “more tolerant of the lack of Irrigation growth”,
it is still wide-of-the-mark of fairly alloéating the cost of growth to those classes that have been

growing.

Q. HOW DO THE COSTS ALLOCATED TO THE IRRIGATORS AND OTHER
CUSTOMERS IN THIS CASE, COMPARED TO THE COST OF SERVICE STUDY
PROVIDED 14 YEARS AGO, REFLECT THE LACK OF GROWTH OF THE IRRIGATION

CLASS AND THE SIGNIFICANT GROWTH IN OTHER CUSTOMER CLAS SES?

A A comparison of the level of costs allocated to Irrigators in this case with those
allocated 14 years ago, demonstrates the counter-intuitive nature of these studies when growth
and the cost of growth is not addressed in the allocation factors. A comparison of the allocated
Production rate base between this case (IPCo’s “Base Case”) and the case 14 years ago reveals

the following:

11 Yankel, DI
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Production’ (x$1000) 1993 2007 % Change

Irrigation $164 667 $226,680 37.7%

Non-Irrigation $847,877 $1,450,689 71.1%
Under the Company’s allocation method, the percentage of new Production plant attributed to
Irrigators (whose load has been virtually stagnant) is approximately half the percentage increase
that has been allocated to all of the customer classes that have been experiencing rapid growth.

The counter-intuitive nature of the Company’s allocation methods with respect to this

lopsided growth are even better observed with respect to the rate base associated with
Transmission plant. A comparison of the allocated Transmission rate base between this case

(IPCo’s “base case”) and the case 14 years ago reveals the following:

? 1993 data comes from Case No. IPC-E-94-5, Company Exhibit 32, pages 3 and 4. The 2007 data comes
from Case No. IPC-E-07-08, Company Exhibit 46 (base case), page 3.

12 Yankel, DI
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Transmission® (x$1000) 1993 2007 % Change

Irrigation $41,271 $ 87,612 112.3%

Non-Irrigation $207,152 $537,748 159.6%
In spite of the fact that the overall energy usage of the Irrigators has been on the decline and their
growth in contribution to the annual system peak has been virtually non-existent in comparison
to the other customer groups, the Company’s allocation method is giving Irrigators
approximately the same percentage increase in new Transmission plant that it is giving all other
customer classes.

The counter-intuitive nature of the Company’s allocation methods with respect to this

lopsided growth can also be observed with respect to the rate base associated with Distribution
plant. A comparison of the allocated Distribution rate base between this case (IPCo’s “base

case”) and the case 14 years ago reveals the following:

Distribution” (x$1000) 1993 2007 % Change
Irrigation $105,394 $183,596 74.2%
Non-Irrigation $425,080 $988,935 132.6%

Once again, in spite of the fact that the overall energy usage of the Irrigators has been on the
decline and their growth in contribution to the annual system peak has been virtually non-
existent in comparison to the other customer groups, the Company’s allocation method is giving
Irrigators approximate half of the percentage increase in new Distribution plant that it is giving
all other customer classes. One would expect only a small amount of this growth in Distribution

plant went to serve Irrigation customers.

% 1993 data comes from Case No. IPC-E-94-5, Company Exhibit 32, pages 3 and 4. The 2007 data comes
from Case No. IPC-E-07-08, Company Exhibit 46 (base case). page 3.
9 1993 data comes from Case No. IPC-E-94-5, Company Exhibit 32, pages 3 and 4. The 2007 data comes
from Case No. IPC-E-07-08, Company Exhibit 46 (base case). page 3.
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Q. WAS THE WORKSHOP THAT WAS INITIATED AS A RESULT OF THE
2003 CASE ABLE TO COME TO ANY CONCLUSIONS REGARDING THE TREATMENT

OF THE ALLOCATION OF THE COSTS ASSOCIATED WITH THIS GROWTH?

A Although there was general coﬁsensus among the workshop participants on a
number of issues, the only agreement regarding the treatment of growth in the Company’s cost of
service study is that there is a disconnect between the classes that were growing and causing the
costs to be incurred and the allocation of those costs. Regarding whether new growth was
properly covering its cost of service, “The Parties’ Final Report in IPC-E-04-23" stated:

Most of the workshop time was devoted to discussion of this issue. The parties
agreed that there was_something inherently troubling with the way costs.
associated with growth, were allocated. This is evidenced by the relatively large
increase in revenue requirement allocated to customers whose load and energy

requirements were unchanged or grew only slightly. While there was agreement
that the cost of srowth did not necessarily get allocated to the customer classes

that grew. we were unable to devise a technical remedy to the allocation
procedure that would also satisfy the courts. The parties were unable to devise
and agree to a cost-of-service allocation methodology that would properly allocate
the cost of growth, without making a distinction between new and old customers.
Even a search of what others, around the country, were doing produced little in
the way of an acceptable solution. Therefore, it was concluded that the only
remedy is a policy solution. The parties were not willing to agree to the
particulars of such a policy and recommend that the Commission formulate such a
policy in the next rate proceeding. (Emphasis added)

Q. WERE THE WORKSHOP PARTICIPANTS ABLE TO DEVELOP A

CONSENSUS POSITION THAT DEFINED THE COST IMPACTS OF GROWTH?

A. No. As pointed out above, the workshop participants were not able to develop a

consensus method for allocating the cost of growth in a manner that was acceptable to all parties.

14 Yankel, DI
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The problem with attempting to develop a consensus was recognized by various participants at
the workshop. Although there was general consensus that there was something inherently very
wrong with the present allocation scheme as related to its ability to allocate the cost of growth,
no one felt that they could go back to their clients and admit that they agreed to a methodology

that would cost their client more money—this decision was left to the Commission.

Q. DOES THE COMPANY’S APPROACH TO RATEMAKING AND COST

ALLOCATION ATTEMPT TO REFLECT COSTS?

A That is the Company’s stated goal, although that may not be the result. The
classification and allocation used by the Company, only looks at half of the cost causation
equation—it assumes a steady state situation or one with even growth across all classes. The

NARUC Electric Utility Cost Allocation Manual makes a general statement that is right on target

in this situation:

The common objective of the methods reviewed in the following two
parts is to allocate production plant costs to customer classes
consistent with the cost impact that the class loads impose on the
utility system. (emphasis added)"

As a general statement, I believe all parties would agree with this NARUC policy. As
demonstrated above, there has been a tremendous amount of growth on the system over the last
25 years with associated costs to support that growth. For all practical purposes, the Irrigators
have not participated in that rapid growth. However, as has been demonstrated above, the

Companv’s present cost of service studies do not address the disproportionate cost of growth

and. thus, do not accomplish this goal.

15 Yankel, DI
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Q. IS THE COMPANY ADVOCATING THE SAME GENERAL ALLOCATION

METHODOLOGY IN THIS CASE AS IT DID OVER THE PAST 14 YEARS?

A."  No. Although the Company provided as its Base Case an allocation methodology
that is similar to what it has proposed in the past, it is favoring a new classification/allocation

method in this case. The results of the Company’s Base Case are contained in Mr. Tantum’s

‘Exhibit 45. The new method favored by Mr. Tamtum and the Company, classifies/allocates

Production costs based upon function (base, intermediate, and peak) during the three summer
months. The results of the Company’s preferred method are contained in Mr. Tantum’s Exhibit
53. The Company is not proposing any changes to its Transmission, Energy, or Distribution

allocators. Thus, there is very little overall change.

Q. 1S THE NEW ALLOCATION METHOD ADVOCATED BY THE COMPANY
FOR PRODUCTION RELATED COSTS AN IMPROVEMENT OVER THE PAST METHOD

THATIT ADVOCATED?

A. No. This method only addresses Production cost and it still suffers from the same
shortcomings as the Company’s past studies—it allocates costs on a stagnant basis, with no

recognition of the impact of growth on costs,

1 Electric Utility Cost Allocation Manual, published by the National Association of Regulatory U’uhty
Commissioners 1992 at page 39.
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Q. DOES THE COMPANY BASE CASE ALLOCATION METHODOLOGY
RECOGNIZE THE NEED TO RECOGNIZE GROWTH IN ITS ALLOCATION

METHODOLOGY?

A Although the Company’s Base Case allocation methodology falls short of
recognizing the disparity of growth on the system, it has been stated that it is the Company’s
intention to do so. In Case IPC-E-05-28 Company witness Brilz'! offered the following with
respect to the Company’s thoughts regarding the Base Case methodology:

Q. What is the reasoning for using marginal cost weightings in the derivation of
the demand-and energy- related allocation factors? '

A The use of marginal cost weighting is intended to strike a balance between

backward-looking costs already incurred and forward-looking costs to be incurred

in the future.

The exact same language appears in Mr. Tatum’s testimony in this case'>. The intent is
appropriate—the execution falls short of the goal.

The balance between historic and forward looking costs that is struck in the Company’s
study is 50% based upon an unweighted 12-CP allocation that is designed to reflect today’s share
of cost causation on the system'. The other 50% of the allocation factor purports to reflect
forward-looking costs and this is where the major disconnect occurs. The Company
inappropriately defines forward-looking costs using the same test-year 12-CP usage
characteristics (present day usage) and combines it with marginal weighting factors that reflect

“forward-looking costs to be incurred in the future” in order to meet growth. Thus, the Irrigators

(as well as all classes) get assigned costs, based upon weighting factors designed to reflect

1 Case No. IPC-E-05-28, witness Brilz at page 19.
12 Tatum’s testimony in this case, page 25, line 10
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growth that is going to be incurred by the System in the future, but not based upon the
usage/growth that is going to create those costs. Thus, unrealistic results occur where the

Irrigation load is stagnant/decreasing, but the cost of the system growth is being assigned to it,

not based upon future growth of the Irrigators, but based upon the present usage of the Irrigators.

Q. HOW COULD THE COMPANY’S BASE CASE ALLOCATION
METHODOLOGY BE BETTER ALIGNED TO REFLECT “BACKWARD-LOOKING COSTS
ALREADY INCURRED AND FORWARD-LOOKING COSTS TO BE INCURRED IN THE

FUTURE”?

A The simplest way to correct the Company’s Base Case study would be to continue

to define “backward-looking costs” based on test year usage levels and “forward-looking costs”

at the anticipated increase in usage levels in the Company’s IRP. The “backward-looking costs”
would simply be costs as they exist today and allocated on the basis of today’s energy or 12-CP
as is presently done in the Company’s cost of service study. The “forward-looking costs” would
be based upon the same weighting factors developed by the Company associated with the cost of
growth anticipated, but would be allocated on the basis of only the growth that is anticipated
from each rate schedule over the next ten years. The relative share of historic costs and
anticipated costs related to growth would then be averaged using the Company’s existing
procedure in order to develop a composite allocation factor for use in spreading test year costs

for allocation purposes. In this manner, the methodology would be exactly the same as the

13 For purposes of this discussion, I accept this part of the Company’s method. However, this approach
ignores the lopsided growth that has taken place for over two decades on the system.
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Company’s Base Case, but the marginal costs would be tied to the marginal usage and not to the

present level (status quo) of usage.

Q. HOW COULD THE CHANGE THAT YOU PROPOSE BE IMPLEMENTED
TO THE COMPANY’S COST OF SERVICE STUDY IN ORDER TO INSURE THAT THESE

COUNTER-INTUITIVE RESULTS DO NOT OCCUR IN THE FUTURE?

A One very simple change could be made. Instead of combining the Company’s
growth related weighting factors with existing billing determinants, they could be combined with
forecasted growth—making an apples-to-apples comparison.

The Company’s 2006 IRP that served as a basis for developing the weighted cost factors
can also serve as the source of the data for the forecasted growth as well. In Exhibit 301, I have
simply modified the Company’s allocation weighting procedure to apply the marginal cost
weightings developed by the Company to only the growth that is expected over the next ten
years' . For example, the Company’s Exhibit 47 page 1 takes the May normalized demand for
the Residential class of 751,370 and multiplies it by a weighting of 14.33 in order to develop a
weighted demand of 10,767,135". The original figure of 751,370 is a test year value and not
reflective of the growth that will take place on the system. According to the Company’s 2006
TRP', the average load for the Residential class will increase from 4,865,000 to 5,811,000 billed

MWh or 19.45% between 2006 and 2016. The Company’s billing unit of 751,370 needs to be

14 A ten year growth horizon was chosen to give some stability to the numbers without forecasting out o
far that reliability concerns would be raised. Although a five year growth horizon would have produced
more beneficial allocators for the Irrigators, it was felt that a ten year growth horizon would be preferable.
15751,370 x 14.33 = 10,767,135

16 [daho Powers 2006 IRP—Sales and Load Forecast page 26.
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modified in order to reflect the fact that only 19.45% of this figure will be associated with the

cost of growth over the next ten years.

Q. DID YOU PROPOSE THIS MECHANISM AS A MEANS OF REFLECTING

THE COST OF GROWTH TO THE WORSHOP IN CASE IPC-E-04-237

A No. The proposal I made to the Workshop was one that looked backward and
tried to capture the amount of growth and the cost of growth that took place over the previous 25
years. The Workshop was not able to come to an agreement regarding that proposed
methodology as a means of properly allocating the cost of growth. The methodology that I am

proposing here is forward looking and it match future marginal costs with future growth.

Q. WHAT GROWTH PERCENTAGES DID YOU INCORPORATE INTO YOUR

REVISION OF THE COMPANY’S BASE CASE COST OF SERVICE STUDY?

A Based upon the Company’s 2006 IRPY, the following growth percentages were
calculated:
Residential 19.45%

Commercial (Sch. 7, 9, 40, 42) 30.04%

Industrial (Sch. 19) 27.24%
Irrigation 1.03%
Special Contracts 9.38%

17 Jdaho Powers 2006 IRP—Sales and Load Forecast pages 26-36
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I utilized these percentages as the basis for calculating the amount of growth (beyond test year
billing determinants) associated with the Generation and Transmission plant (allocators D10,
D13, and E10). I made no calculation to reflect the growth in Distribution plant that is larger

than the growth in either Generation or Transmission plant.

Q. WHAT IS THE IMPACT ON THE COMPANY’S BASE CASE COST OF
SERVICE STUDY WHEN ITS GROWTH RELATED WEIGHTING FACTORS ARE
APPLIED TO FORECAST GROWTH AS OPPOSED TO HISTORIC/PRESENT USAGE AND
HOW DO THOSE RESULTS COMPARE WITH THE BASE CASE STUDY IN THE

COMPANY FILING?

A In spite of the fact that this change is only directed at 50% of the allocation factor,
as can be seen from Exhibit 302, there is a major difference between the indexed rates of return
that result from using weighting factors that are properly aligned with expected growth,
compared to the Company’s Base Case study that does not link marginal cost weighting factors

with growth. The indexed rates of return for the major rate schedules are summarized below:

Study Res. Sch.9(s) Sch. 19 Trr.
Growth Corrected 1.346 0.219 0.142 2.564
Company’s Base Case 1.315 1.039 0.817 0.295

Although the difference between these two cost of service runs is quite large for some rate
schedules, it should come as little surprise. It has been well recognized by virtually all parties

that the Company’s present allocation method does not properly address the cost of growth and

21 Yankel, DI
Irrigators



10

11

12

13

14

15

16

17

18

19

20

21

the fact that for at least twenty-five years the Irrigators have been getting saddled with costs that
they have not placed upon the system.

By way of contrast, the Growth Corrected study follows more intuitive logic. The growth
on the system over the last two-plus decades has not been even across all classes. Irrigation load
has been virtually flat, Residential load has increased rapidly, but not as rapidly as Commercial
and Industrial load. Given the growth in average system load!® of 20.7% that is predicted over
the next ten years in the 2006 IRP, any rate group that would be growing less than the average
should be getting a smaller share (compared to its size) of the marginal costs, while those
growing faster should get a higher percentage. The Irrigation growth is very low and Special
Contract growth is less than the average, so this Growth Correction increases the rate of return
for those classes over that produced by the Company’s Base Case study. Residential growth is
about the system average, so there is little impact of using the Growth Corrected method
compared to the Company’s Base Case. The Commercial and Industrial load growth is above
average system growth so the Commercial and Industrial customers rate of return is lowered.
Given the fact that the Corrected Growth cost of service run recognizes the link between growth
and the growth related weighting factors, the resulting indexed rates of return are quite logical:

e The Residential growth rate is somewhat less than the system average; therefore, the
indexed rate of return goes up a little when compared to the Normalized study.

e The Commercial growth rate is significantly above system average; therefore, the
indexed rate of return for Schedule 9 significantly drops when compared to the

Normalized study.

18 1daho Powers 2006 TRP Sales and Forecast at page 36 shows sales in 2016 of 16,817 GWh compared to
13,938 GWh in 2006 for a difference of 20.7%.
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e The Industrial growth rate is above system average (but not as much as Commercial);
therefore, there is a substantial drop in the indexed rate of return for Schedule 19 when
compared to the Normalized study.

o The Irrigation growth rate is essentially non-existent; therefore, the indexed rate of return
goes up a great deal when few of the growth related costs are allocated to it compared to

the Normalized study.

Q. DO THE RESULTS OF THE COST OF SERVICE STUDY IN EXHIBIT 302
REFLECT THE GROWTH DIFFERENTIAL THAT IS ASSOCIATED WITH THE

DISTRIBUTION SYSTEM?

A No. Exhibit 302 only reflects changes to the Company’s cost of service study to
reflect growth on the Generation and Transmission system. Over the last 25 years, the growth in
Plant-in-Service associated with the Distribution system has been greater than both the
Generation and Transmission system. A methodology needs to be adopted for addressing the
growth on the Distribution system as well. Tt should be remembered that not only have the
Trrigators had very little impact for the past 25-plus years on the cost of the Company’s
distribution plant, the Irrigators have virtually nothing to do with the costs associated with the

Company’s Underground Distribution costs.

Q. HOW SHOULD THE RESULTS OF EXHIBIT 302 BE UTILIZED FOR

PURPOSES OF THIS CASE?
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A The issue of addressing growth in the Company’s cost of service study is a new
direction for the Commission, and one that generally has not been faced by other commissions
across the country. As the Final Report in the [PC-E-04-23 Workshop recognized, there is
“something inherently troubling with the way costs, associated with growth, [is] allocated.” As
recognized at the Workshop, the cost causation of growth is indisputable and the lack of growth
on the part of the Irrigators is indisputable as well. Recognizing that the Commission moves
cautiously (but deliberately) in these matters, I recommend that Exhibit 302 be used to generally

direct the Commission’s ordered rate spread in this case.

Q. BASED UPON THE GENERAL RESULTS OF EXHIBIT 302, WHAT
PORTION OF THE RATE INCREASE IN THIS CASE DO YOU RECOMMEND FOR THE

IRRIGATORS?

A. Over the last several rate cases, the Trrigators have been given the same or a
higher percentage increase than the system average. These increases have been given because
the Company’s cost-of-service studies have never addressed the disproportionate growth and
associated costs between the classes. The following represents a brief picture of the increases
that have been given to the Irrigators because this disproportionate growth and cost causation has
not been recognized:

Case # Order# Ave. Increase Irrigation Increase

05-28 30035 3.20% 3.20%
03-13 29505 5.20% 13.95%
94-05 25880 4.19% 10.23%
24 Yankel, DI
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Over the last 10-plus years, the Irrigators have gotten well over the average rate increase, in spite
of the fact that they have not been causing the growth and the need for the rate increases on the
system. Based upon the greater than average increases which have been given to the Irrigators in
the past and the results of the simple correction/alignment of marginal costs with the growth
causing those costs which demonstrates'” that the Irrigators should be given a 33.8% decrease in
rates; I recommend that the Irrigators be given no increase in this case. I recommend that the
Residential class be given the average rate increase, and that Schedules 9 and 19 be given larger

than average increases.

19 Exhibit 302 line 43
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IRRIGATION LOAD RESEARCH DATA AND CURTAILMENT

Q. DOES THE COMPANY’S LOAD RESEARCH DATA IN THIS CASE
EFFECTIVELY CAPTURE THE IMPACT OF THE IRRIGATION PEAK REWARDS

PROGRAM?

A No. Although the Company has made progress in a number of areas regarding the
utilization of its load research data, its ability to adequately incorporate the Irrigation Peak
Rewards Program {curtailments) into this data is severely deficient. Because the Irrigation
curtailments are completely under-represented, the load research data that makes its way to the
Company’s cost of service studies, significantly over-allocates peak responsibility to the
Irrigators. There ;re three basic areas where this data is deficient:

e The Company is now utilizing the median of the past five years of data to define the
monthly coincident load factor for each rate schedule. The Irrigation Peak Rewards
Program has not been around that long. Therefore, the use of a 5-year median (although
conceptually sound), is not reflective of the results of a rapidly developing program.

¢ The curtailment customers in the load research data do not represent an acceptable cross-
section of those participating in the program, and ultimately, under—represent the
curtailments taking place.

e Asitturns out, some of the customers in the load research sample that were involved in
the curtailment program in 2006 Were (for some reason) not interrupted at various times;

thus, under-valuing the impact of the curtailment that should have taken place.
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Q. HOW DOES THE FACT THAT THE CURTAILMENT PROGRAM HAS NOT
BEEN IN EXISTENCE FOR FIVE YEARS IMPACT THE WAY THAT THE COMPANY

DEVELOPS ITS COINCIDENT PEAK DEMAND DATA?

A The Company has recently adopted a procedure where it uses the median monthly
load factors from the previous five years of load research data in order to derive its
normalized monthly peak demands for cost allocation purposes. I fully agree with this
approach, except in the case where there are known changes to the overall data being
collected. The introduction of, and increasing participation in, the Irrigation curtailment
program will greatly skew the monthly coincident load factor data being collected. The data
from 2006 should represent an entirely different situation than that from 2002 when the Peak

Rewards program did not exist.

Q. PLEASE EXPLAIN WHY THE CUSTOMERS IN THE COMPANY’S LOAD
RESEARCH DATA DO NOT REPRESENT AN ACCEPTABLE CROSS-SECTION OF

THOSE PARTICIPATING IN THE CURTAILMENT PROGRAM.

A. The Company’s response to IIPA Request 3-3 states:

The company does not have a statistical load research sample specific to Schedule
23. However, to monitor and spot-check the performance of the Irrigation Peak
Rewards Program, some interval meters were installed. ... Since these meters are
not part of a statistical sample, stratum weighting factors do not apply.

Out of the 145 Irrigators in the Company’s load research study, the Response to IIPA Request 3-
1 lists 21 load research customers as being on the curtailment program. Two of these 21

customers had no energy listed during any hour of the curtailment timeframe: June, July, and
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August. The following depicts how these 19 sampled customers were curtailed each day of the

week and how large their combined load was:

Customers MW
Monday 2 0.2
Tuesday 10 6.4
Wednesday 2 04
Thursday 6 24
Friday 3 1.9

According to the Company’s 2005 report”® on its Irrigation Peak Rewards program, the
scheduled curtailments on Tuesdays, Wednesdays, and Thursdays was approximately 2.5 times
greater than that scheduled for Monday’s and Fridays. It is obvious from a review of the above
load research data that the 19 sample customers were not representative of this overall
distribution of the curtailments that took place by day of the week.

Of even more concern is the fact that during June the system coincident peak occurred on
a Tuesday, but it occurred on a Monday for both July and August. For all practical purposes,
there was essentially zero representation of participating load curtailment in the load research
data for Mondays. It is not that load was not curtailed on these Mondays, it is that the load

research data does not reflect what was curtailed.

Q. YOU INDICATED THAT SOME OF THE CUSTOMERS IN THE LOAD
RESEARCH SAMPLE THAT WERE INVOLVED IN THE CURTAILMENT PROGRAM IN
2006 WERE (FOR SOME REASON) NOT INTERRUPTED AT VARIOUS TIMES; THUS,
UNDER VALUING THE IMPACT OF THE CURTAILMENT THAT SHOULD HAVE

TAKEN PLACE. PLEASE ELABORATE.

20 Pecember 1, 2005 Irrigation Peak Rewards program page 11, Table 6
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A There are instances®! in both the load research data and the Schedule 23 load
profile data where customers should have been curtailed, but the data does not show a
curtailment. For example, load research customer 62400025 was supposed to be curtailed on
Tuesdays, but had a load of 366 kW during the hour of the June coincident peak. The data
demonstrates that this customer is normally curtailed on Tuesdays, but for some reason or other
there is usage data listed during the time of this monthly coincident peak when there should have

been a curtailment.

Q. DO YOU HAVE SPECIFIC RECOMMENDATIONS REGARDING THE
GATHERING AND USAGE OF LOAD RESEARCH DATA FOR THE IRRIGATION CLASS

IN THIS CASE?

A Generally, I believe the Company has been working hard to collect reliable load
research data. However, the Irrigation Load Curtailment program is a new twist that will need
better scrutiny in the future in order to extract reliable data. I point out the above problems so
that they can be addressed before the Company’s next case and to add support to my proposal

that the Irrigators be given no increase in this case.

2 Gee the Company’s Response to IIPA 3-3
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BPA Credit

Q. WHAT IS THE IMPACT OF THE RECENT LOSS OF THE BPA CREDIT ON

THE IRRIGATION CUSTOMERS?

A According to the Company, the BPA credit for Irrigators22 in 2006 filing was
$1,917,264. By comparison, the revenue from Schedule 10 was only listed® as $70,750,659.
Thus, the Irrigators effectively paid only $68,833,395%*. Absent any increase in this case to the
Irrigators, their effective rate will jump $1.9 million or 3% above what they have been paying.
Although such a rate increase may appear to be small, it is an additional cost burden that
Trrigators will be facing. The Residential class has also lost its BPA credit® of $16,246,281.
Out of a total revenue of $294,087,612 in 2006, the Residential customers effectively paid
$277,841,331. Thus, the Residential customers are facing an approximate 6% increase, absent
anything that happens in this case.

Although these losses cannot be directly off-set in this case, the Commission needs to
establish cost-effective ways for customers to help themselves and the Company better control
overall costs. For the Irrigators, the best way to accomplish this would be to put in place an

effective Peak Rewards program and/or an effective time-of-day rate.

2 Company Response to IIPA Request 4-2
23 Company Exhibit 58, page 1

24 §70,750,659 - $1,917.264 = $68.833,395
2 Company Response to IIPA Request 4-3
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IRRIGATION PEAK REWARDS PROGRAM

Q. ARE THE IRRIGATORS SUPPORTIVE OF THE COMPANY’S IRRIGATION

PEAK REWARDS PROGRAM?

A Yes. The Irrigators have been very supportive of this program as well as the one
offered in the PacifiCorp service area that interrupts electricity to irrigation pumps during the
summer super-peak hours. The Irrigation Peak Rewards Program is a workable program that

produces tangible benefits for the Company as well as all ratepayers.

Q. DO THE IRRIGATORS FULLY AGREE WITH HOW THE IRRIGATION

PEAK REWARDS PROGRAM IS BEING IMPLEMENTED?

A No. Although the Irrigators are very supportive of the program in general, there
are a number of areas where the Irrigators believe that substantial improvements can be made.
The Irrigators believe that a general rate case is an appropriate time and place to review matters

related to specific rate schedules such as the Company’s Schedule 23.

Q. PLEASE GIVE A BRIEF OVERVIEW OF THE EXISTING IRRIGATION

LOAD CONTROL PROGRAM ON THE IDAHO POWER SYSTEM.

A At present Schedule 23 is the main DSM type vehicle for Irrigators which consists

of fixed/pre-scheduled times and days for interruptions of Irrigation load. Under Schedule 23,
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Irrigators are interrupted for 4-hours on either 1, 2, or 3 days per week during the months of

June, July, and August. The present monthly credits are as follows:

1 day per week $2.01 /kW month
2 days per week $3.36/kW month
3 days per week $4.36/kW month

The total annual credit (assuming that an Irrigator operates each of the three months) is:

1 day per week $ 6.03 /kW-year
2 days per week $10.08/kW-year
3 days per week $13.08/kW/-year

Q. HAS THE IRRIGATION CURTAILMENT PROGRAM UNDER SCHEDULE

23 ENJOYED A GREAT DEAL OF SUCCESS?

A Success is a relative measure. According to the Company’s July 23, 2007 press
release, there was a reduction of 40 MW during the Fourth of July holiday when temperatures
reached triple digits. This level of curtailment may seem significant, but when compared to the
Trrigator’s 2007 projected contribution to the July system peak of over 600 MW, this 40 MW
seems small. Although there may be a number of factors causing this program to only produce a
relatively small reduction in peak load, these factors generally boil-down to a simple question of
economic incentive.

It should be noted that this 40 MW’s is the same figure mentioned in the Company’s
2006 TRP? regarding the reduction in peak Joad during 2005—suggesting that there has not been
a major change in participation since its first year of operation in 2005. However, there was an
increase in some of the participation credits between 2005 and 2007. For example, the credit for

the 1-day/week option stayed the same at $2.01/ kW, but the 2-day/week option credit increased
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from $2.52/kW up to $3.36/kW (an increase of 33%), and the 3-day/week option credit increased
from $2.76 up to $4.36/kW (an increase of 58%).

Two things should be gleaned from this credit and curtailment information. First, the
impact of the program was low in the program’s first year of operation (2005) with 40 MW of
peak reduction occurring and that impact has changed little with a reported 40 MW (out of 600
MW of Irrigation load) of system reduction in 2007. The Irrigation Peak Rewards program can
be a great benefit to the system, its customers, and to the Irrigators. However, it is being
underutilized. The level of the credit (economic incentive) is the primary reason for this lack of
participation.

Second, even assuming that the credit for the 1-day/week option is appropriate, the
increases of 33% and 58% to the 2-day/week and 3-day/week options were completely
inadequate to reflect an appropriate credit for these multiple day options. If an Irrigator should
be paid $2.01 for curtailing 1 kW of demand 1-day per week, he should be paid at least twice
that amount if he curtails twice as often. It should be “at least twice that amount” because there
are no further hardware, installation, administrative, or other costs getting the Irrigator to be
interrupted on 2-days/week as opposed to just 1-day/week. This cost savings should be passed
on as an additional incentive in order to get more participants. However, instead of being offered
a credit of $4.02/kw for interruptions on 2-days/week, the Company offers only $3.36/kW. The
3-day/week option credit is even worse (in spite of the 58% increase that it has received since
2005). The 3-day/week option offers three times the interruptions as the 1-day per week option
and so it should have a credit of at least $6.03/kW. However, the Company is only offering a

credit of $4.36/kW. One needs to ask why any customer would opt for being curtailed on

6 Appendix B-Demand Side Management 2005 Annual Report, page 9.
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multiple days when the amount of credit per curtailment decreases. The present credit structure

represses, as opposed to promotes, additional participation.

Q. IS THE PRESENT CREDITS LISTED UNDER SCHEDULE 23 FOR THE 1-

DAY/WEEK OPTION APPROPRIATE?

A No, from two perspectives. First, as demonstrated above, although there have
been increases in the level of the credit paid, participation (as measured by overall curtailment) is
not strong. Basically, there is an interest in the program on the part of the Irrigators, but they are
either finding a cost/benefit ratio that is very low or one where costs exceed the benefit (credit).
From a policy standpoint, it makes little sense to offer programs that have only marginal or no
benefits to the customers.

Second, in a recent report regarding DSM Resources that was prepared for PacifiCorp, it
was demonstrated that the benefits of the Irrigation Load Curtailment program (mostly in its
Idaho service area) far exceeds the costs associated with that program (even under the Report’s
assumption of a $20 per year credit being paid). From a policy standpoint, it is inappropriate to
have a DSM type resource with such a large advantage to the system being under utilized by the

customers because the credit being paid is such a small fraction of the benefit being realized.

Q. PLEASE ELABORATE ON THIS DSM REPORT FOR PACIFICORP.

A On July 11, 2007 Quantec issued its Report to PacifiCorp entitled

« Assessment of Long-Term, System-Wide Potential for Demand-Side and Other
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Supplemental Resources”. This Report was designed to (and virtually did) cover all
aspects of DSM or alternative resources. Relevant pages regarding the Irrigation
Curtailment program are contained in Exhibit 303. The Irrigation Load Curtailment
program was viewed as one of only three “firm” DSM options that represent a Class 1
resource. Of these three Class 1 options, the Irrigation Load Curtailment program had the
lowest costs per unit of avoided capacity and in fact these costs were calculated to be less
than half of the cost of the next closest option (direct load control of air conditioners).
The Irrigation Load Curtailment program was calculated to have a levelized cost of
$47/kW-year (based upon a $20/kW-year credit) compared to an avoided cost of capacity

in the Rocky Mountain Power region of $98/kW-year.

Q. HOW APPLICABLE TO IDAHO POWER IS THAT REPORT’S AVOIDED

CAPACITY FIGURE OF $98/KW-YEAR FOR ROCKY MOUNTAIN POWER?

A Although these are different utilities, they operate in the same general market, and
in this case, both operate in southern Idaho. Based upon Lamont Keen’s testimony in this case

(page 4), IPCo is pursuing the addition of the following resources:

$/kW-month?’ $/kW-year

170 MW Simple Cycle CT $5.53 $69
100 MW Wind $16.40 $197
50 MW Geothermal $33.68 $404
Expansion of DSM

Residential Existing Const. $5.34 $64

Commercial Existing Const. $10.15 $122

Industrial Efficiency $10.26 $123

27 1 evelized cost of generation taken from IPCo’s 2006 IRP, Appendix D, page 59. Levelized DSM costs
taken from IPCo’s 2006 IRP, pages 67 and 68.
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Based upon these options that IPCo is pursuing, the $98/kW-year figure is a good representation

of the avoided cost of a program like the Irrigation Peak Rewards program.

Q. WHAT HAS BEEN THE COST OF THE IRRIGATION PEAK REWARDS

PROGRAM?

A There has been very little information published regarding IPCo’s program by
comparison to the gnnual reports produced by PacifiCorp regarding its program. IPCo’s 2006
IRP indicates?® that in the first full year of operation (2005) that $1,468,000 was spent and 40.3
MW of summer peak demand was saved. Of this amount $479,484 was associated with program
costs (equipment, installation, advertising, and administrative), while the remainder was paid out
in incentives/credits.

In spite of the fact that the first-year costs would have included a number of start-up and
non-reoccurring costs, the program costs (not including incentive/credit payments) of $479,000
worked out to only $1 1.89/kW-year® of summer peak demand savings. Effectively, this leaves
another $86/kW-year ($98 - $12 = $86) of avoided cost savings that could be used as credits to
pay Irrigators for the benefit they provide to the system and to induce significantly more
participation.

The total cost®® of the incentive paid in 2005 to obtain this 40.3 MW reduction in summer
peak demand was $988,798, which averages out to $24.54/kW-year®' of peak reduction realized.

Note, this incentive cost of $24.54/kW-year is the overall incentive paid to get 40.3 MW of

8 2006 IRP, Appendix B, page 53

* $479.494 / 40.3 MW / 1000 = $11.89/kW

3 From the 2006 IRP, Appendix B, page 53, total utility costs of $1.468,282 less the total resource cost of
$479.484 yields an incentive amount of $988,798.
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actual peak reduction, while the actual incentive paid out to individual customers is $6.03/kW-
year. In other words, the Company is paying approximately four Irrigators $6.03/kW-year

($24.18/kW-year in total) in order to get one kW of actual peak reduction.

Q. HOW MUCH COULD THE IRRIGATION LOAD CURTAILMENT CREDIT
BE INCREASED BEFORE THE COST OF THE PROGRAM WOULD EQUAL THE

MINIMUM CAPACITY VALUE OF THESE INTERRUPTIONS?

A Presently the Company is paying out $24.54/kW-year in order to obtain a
reduction of 1 kW of peak. With the minimum headroom of $86/kW-year, a credit that is 3.5

times larger’” than the present credit could be justified.

Q. WHAT LEVEL OF CREDIT DO YOU RECOMMEND IN THIS CASE?

A It is clearly a loss to the system (and to the Irrigation customers in particular) to
have less than 10% participation’ in a program that provides a savings of at least $98/kW-year,
but only costs the Company less than $12/kW-year plus a credit payment. Irecommend that this
credit be increased so as to bring the cost of the Irrigation Peak Rewards Program up to at least
$98/kW-year. Depending upon acceptance of the program after this case and the gathering of

additional data, it may be necessary to adjust this credit upward at a later date.

31 §988.798 / 40.3 MW / 1000 = $24.54/kW-year

2§86 /$24.54=3.5

33 On page 5 of the Company’s report on its 2005 Irrigation Peak Rewards Program, it lists 893
participating service points. Company Exhibit 59 page 13 indicates that there were 62.675 in-season bills
for an average number of bills during 5 months of 12.535. Therefore 7.1% of the average number of
service points participated in 2005.
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With respect to designing the rate, I will start with the assumption that all Irrigators are
on the 1-day/week option. Because the Company does not expect an equal chance of the peak
occurring on each day of the week, it has spread the curtailable load in a manner that presumably
reflects its anticipation of peak load. Given the manner in which Schedule 23 customers are
spread across the days of the week®* it would take 3.84 kW of curtailable load to get 1 kW of
summer peak savings. Thus, this $86/kW of summer peak savings/credit would need to be
spread over 3.84 kW of participating load or $22.40/kW of curtailable load ($86 /3.84 =
$22.40). Irecommend that this $22.40/kW credit be applied for the season as opposed to over

the individual months.

Q. WHAT CREDITS DO YOU RECOMMEND FOR THE 2-DAY/WEEK AND 3-

DAY/WEEK CURTAILMENT OPTIONS?

A Because the 2-day/week option produces twice the curtailable load as the 1-
day/week option, that credit should be twice this amount or $44 80/kW. Likewise, the 3-
day/week option should have a credit of $67.20/ kW. The Company has justified paying 2-
day/week option customers less than twice the credit paid 1-day/week customers on the concern
that there could be “free-riders” associated with customers that opt for interruptions more than
one day per week. In this case, a “free-rider” is considered to be someone that would not be
operating absent the program and thus, the credit would be paid with no true curtailment benefit
going to the Company. I do not share the level of concern the Company has with free-riders.

Furthermore, I do not believe the way to address a free-rider problem is to price all multiple day

3 According to Table 6 on page 11 of the Company’s 2005 report on its Irrigation Peak Rewards program,
Tuesdays, Wednesdays, and Thursdays get allocated approximately the same level of curtailable load,
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curtailment customers less than the multiple benefit that they provide when the concern

regarding free-riders would only represent a fraction of the customers.

Q. DO YOU HAVE A RECOMMENDATION THAT WOULD BETTER
ADDRESS THE COMPANY’S FREE-RIDER CONCERNS, WHILE NOT PENALIZING ALL

THE CUSTOMERS THAT OPT FOR MULTIPLE DAYS OF CURTAILMENT?

A Yes. I make this recommendation for all credits that are greater than the 1-day
credit of $22.40/kW.

It can be calculated® from Company Exhibit 59, page 13 that the average, in-season load
factor for the Irrigators is 50.25%. If a customer that is on a multi-day option has a load factor
less than this class average, an adjustment could be made to reflect the fact that he has more
times when he is not operating and thus a higher potential for being a free-rider. For example, if
a customer on a 2-day curtailment option has an average seasonal load factor of only 25.13%
(half that of the Irrigators as a whole), then he should get half the credit for the second day of
curtailment, i.e., he should get a $22.40/kW credit for the first day plus $11.20/kW for the
second day of curtailment. If a customer is on a 3-day curtailment option and only has a
seasonal load factor of 25.13%, then he should get full credit for the first day and only half of the
credit for the second day and half for the third day of curtailment. Effectively, the customer on
the 3-day curtailment option gets the same credit as a customer on a 2-day curtailment option,
which is fair because he has half of the load factor, but is offering twice the curtailment above

the 1-day curtailment option.

while Mondays and Fridays get approximately 42% of this amount.
3% 1,109.400,571 in-season kW / (3,025,809 kW / 5 months) / 152 days / 24 hours = 50.25%.
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Q. WHY ARE YOU NOT APPLYING THIS LOAD FACTOR ADJUSTMENT TO

THE 1-DAY CURTAILMENT OPTION?

A The only way it would be fair to apply this load factor adjustment to the 1-day
curtailment option would be if it was symmetrical, i.e., it would have to be applied as a penalty
to those with average seasonal load factors below 50.25% and as a benefit to those with average
seasonal load factors above 50.25%. I believe this would be overly complicated and confusing
to the customers. I only proposed this load factor correction to address the Company’s free-rider
concerns regarding customer choosing multi-day curtailment options that may in fact be free~

riders.

Q. DO YOU HAVE ANY PROPOSED CHANGES TO IPCO’S PEAK REWARDS

PROGRAM IN ADDITION TO THE INCREASE IN THE LEVEL OF THE CREDIT?

A Yes. If the curtailment credit is going to be increased up to a level that reflects
the true marginal cost of capacity, then I recommend that the curtailment period be expanded
from the present three summer months to include the entire five months of the Irrigation season.
The Company’s various marginal cost studies and its 2006 IRP point to capacity deficiencies in
all five months of the Irrigation season—not just June, July, and August. If the credit to
Irrigators would not be set at the true levelized value of the benefit provided, then it would not be

appropriate to increase the period over which curtailments could take place.
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Q. ARE THERE OTHER CHANGES YOU WISH TO PROPOSE TO THE PEAK

REWARDS PROGRAM?

A Yes. At present IPCo limits participation in the Peak Rewards program to
Irrigators with at least 75 horsepower. This greatly limits the number of customers that can
participate and prevents all but the largest Irrigators from participating. In the past IPCo has
justified its 75 horsepower limit on the basis that the installation costs do not justify the
installation of such equipment on smaller customers. Contrary to this, PacifiCorp’s program has
no horsepower restriction. Irecommend that participation in JPCo’s Peak Rewards program be
put on a par with that of PacifiCorp’s by removing the present horsepower limit and including
the same language as found in PacifiCorp’s Schedule 72, Sheet 72.4, paragraph 8:

Cost of Control Devices. The participation Customer shall pay the cost of timers or

other load control devices and associated installation. Such costs include, but are

not limited to, direct and indirect costs of load control devices, labor, and material

and equipment required to achieve scheduled load control events. The participating

Customer shall pay such cost only to the extent that they exceed one thousand

dollars per meter. Customers required to pay the cost of control devices under
terms of this Special Condition will be provided a statement detailing such costs.

Q. PACIFICORP HAS STARTED A NEW “COMPANY OPTION”
CURTAILMENT PROGRAM AS OPPOSED TO JUST THE DESIGNATED DAY
PROGRAM THAT IT AND IDAHO POWER HAVE BEEN OPERATING IN THE PAST. DO
YOU HAVE ANY RECOMMENDATIONS WITH RESPECT TO SUCH A PROGRAM FOR

IDAHO POWER?
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A From everything that I have been able to gather, this “Company Option” program
that is being conducted by PacifiCorp is both a hit with the Company as well as the Irrigators that
are participating. We should get a report back on this new option late this fall. T recommend
that PacifiCorp’s report on this option be reviewed closely by Idaho Power, the Commission
Staff, and the Irrigators with the intention (if all goes well) of implementing a similar program or

at least a pilot program in the Idaho Power service area for the summer of 2008.

Q. THE IRRIGATORS AND PACIFICORP STIPULATED TO A NUMBER OF
DIFFERENT CONDITIONS AND RATES IN PACIFICORP’S RECENT RATE CASE.
SOME OF THE RATES THAT ARE IN THAT STIPULATION ARE LOWER THAN WHAT
YOU PROPOSE HERE. WHY SHOULD THE COMMISSION ADOPT THE HIGHER

RATES THAT YOU ARE PROPOSING IN THIS CASE?

A The rates to which the Irrigators agreed in the PacifiCorp case were a part of a
package. That package contained the Company Option curtailment package that I mentioned
above. That package does things like give the Trrigators less curtailments than what is offered
here as well as the ability to opt-out of five curtailments throughout the year. The credit for the
Company Option package is highg:r than what is recommended here for a 1-day curtailment
option. Basically, the Irrigators were happy with the entire package they got in the PacifiCorp
rate case, and would be happy with the same package in this case. However, it would be
completely inappropriate to take only pieces of the PacifiCorp stipulation and assume they can

be applied with any validity in this case.
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Irrigation Time-Of-Day Rate

Q. DOES IDAHO POWER HAVE EXPERIENCE WITH VOLUNTARY TIME-

OF-DAY RATES?

A Yes. There has been a limited program for both Residential and Irrigation
customers. However, in my opinion these Time-of-Day (TOD) rates are not producing desired
results and the Irrigation TOD Schedule 25 has been abandoned as of October 1, 2007.

By contrast, PacifiCorp in Idaho seems to have had a great deal of success with its
Residential TOD program in Idaho. There has been a Residential Time-Of-Day (TOD) rate
schedule (Schedule 36) in Idaho for the last 20 years. It has been more successful than many
TOD rate schedules. In PacifiCorp’s current rate case there are 16,276 Residential customers on
Schedule 36 out of a total of 54,047 total Residential customers. Approximately half (47%) of
the Residential usage takes place on Schedule 36. Schedule 36 contributes less to the system
peaks as demonstrated by the fact that its contribution to the 12-coincidents peaks is only 43% of
the overall Residential contribution.

Tt is noteworthy that even during the summer months (when there is no alternative to air-
conditioning) that the relative usage between super-peak hours (2:00 p.m. to 8:00 p.m.) and
average usage for Schedule 36 customers is less than that for larger Schedule 1 customers that
have air-conditioning potential3 6 Basically, Schedule 36 customers are shifting a portion of their
usage from the super-peak to other times.

It is noteworthy to contrast PacifiCorp’s Residential TOD program with that of Idaho

Power’s Schedule 5 which is limited to one geographic area with AMR metering. There are only

43 Yankel, DI
Irrigators



10

11

12

13

14

15

16

17

18

19

20

21

86 TOD customers taking service under this program”. Even for the limited availability area in

which Schedule 5 is offered, this is a very low participation rate.

Q. TO WHAT DO YOU ATTRIBUTE THE SUCCESS OF PACIFICORP’S

RESIDENTIAL TOD RATE IN IDAHO?

A Like any program or rate schedule, there are a variety of things that contribute to
the success of PacifiCorp’s Schedule 36 compared to Idaho Power’s Schedule 5 or Schedule 25.
Historically, standard Residential rates in PacifiCorp’s Idaho service area have been higher than
comparable rates in the Idaho Power service area—higher rates make alternative rate designs
more attractive. According to the 2006 FERC Form 1’s, PacifiCorp’s non-TOD Residential
Schedule 1 customers paid an average of 8.39 cents/kWh, while Idaho Power’s non-TOD
Residential Schedule 1 customers paid an average of 5.97 cents/kWh.

Of more significance is the differential in rates between on-peak and off-peak hours. If
this differential is not sufficiently large, there is little incentive to shift usage from on-peak hours
to off-peak hours. PacifiCorp’s Schedule 36’s summer TOD rates” are simply 10.8 cents/kWh
on-peak, and 3.7 cents/kWh off-peak, for a differential between on-peak and off-peak of 7.1
cents/kWh.

Idaho Power’s Schedule 5°s summer TOD rates are more complex with three tiers (on-
peak, mid-peak, and off-peak), but one can readily see the differences bétWeen this rate and

Schedule 36. Schedule 5°s highest priced, on-peak rate (1:00 p.m. to 9:00 p.m.) is 8.3

3 Schedule 1, Stratum 3 customers average usage was 1,276 kWh in June, 1,396 kWh in July, 1,243 kWh
in August, and 1,165 kWh in September.

37 Company Exhibit 59, page 1

38 A1] rates in this section of testimony have been round to one decimal point for easy of reading.
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cents’kWh. This “highest rate” is 2.5 cents/kWh less than the Schedule 36 on-peak rate and is
almost as large as the entire differential of 7.1 cents/kWh in Schedule 36. Schedule 5’s lowest
priced, off-peak rate (9:00 p.m. to 7:00 am.) is 4.5 cents/kWh. This “lowest rate” is almost a
penny more than the off-peak rate in Schedule 36. Schedule 5’s mid-peak rate (7:00 am. to 1:00
p.m.) is 6.1 cents/kWh. This mid-peak rate essentially dampens any differential between the
high and low cost hours—it is essentially a neutral time.

It is important to remember that PacifiCorp’s Schedule 36 and Idaho Power Schedule 5
are voluntary/optional rates. Schedule 36 offers customers a significant choice differential and is

successful. Idaho Power’s Schedule 5 offers significantly less difference between on-peak and

off-peak rates and the participation rate reflects this fact.

Q. HOW DO PACIFICORP’S SCHEDULE 36 RATES COMPARE WITH TOD

RATES BEING DEVELOPED TODAY?

A. According to the Pacificorp’s “Assessment of Long-Term, System-Wide Potential
for Demand-Side and Other Supplemental Resources” study, the new TOD rates being
developed are more inverted than those being offered in Schedule 36. On page 46 of that Report,
it is stated:

The TOU [TOD] rates developed in recent years typically differ from those of the
past in several important ways. First, most new TOU rates contain three price
tiers as opposed to the two-tier rates common in many long-standing TOU
programs, including those offered by PacifiCorp. This allows utilities to set high
prices during their highest peak periods and offer exceptionally low off-peak
prices overnight when the cost is at its lowest and supply is plentiful. The
majority of hours are assigned a “mid-peak” price that is typically a slightly
discounted version of the standard rate. Another change is that the duration of the
peak period is typically shorter than in the past. Finally, the price differentials
between peak and off-peak prices tend to be greater than in the past to encourage
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load shifting away from the peak period. For long-standing TOU rates, this
differential averaged about 7.6 cents’/kWh, whereas newer programs tend to have

a differential of greater than 10 cents/kWh. For comparison, PacifiCorp’s

existing TOU rates offer a price differential of roughly 4.5 cents/kWh to 7.5
cents/kWh, depending on the operating utility and the season.

Q. HOW DID IDAHO POWER’S IRRIGATION TOD RATE (SCHEDULE 25)

COMPARE WITH PACIFICORP’S SUCCES SFUL RESIDENTIAL TOD PROGRAM?

A Like its Residential TOD rate, Schedule 25 had three rate periods with very little
differential between the on-peak rate of 6.2 cents/kWh and the off-peak rate of 1.8 cents/kWh.
Instead of a differential that approached and/or exceeded 10 cents/kWh, the rate differential was
only 4.4 cents’kWh. A second problem with Schedule 25 was the length of time for each of the
time slots. An Irrigator is generally a customer with one piece of equipment that can either be
turned on or off. Portions of the load cannot be shifted, either the entire load is shifted or none of
it is shifted. As a result, the off-peak period which is an award time is way too short at only 12
hours every day (including weekends and holidays), and the super-peak timeframe is way too

long at 8 hours every day.

Q. HOW CAN THIS INFORMATION BE USED TO DEVELOP A TOD RATE

FOR IRRIGATION CUSTOMER?

A A TOD rate for Irrigators is an opportunity to not simply lower the costs to the
Trrigators, but to lower the overall system costs as well. Like Schedule 36, a TOD rate for
Irrigators should get its own cost-of-service treatment such that the rates and benefits stand on

their own.
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TOD rates (as an option and not mandatory) could be a feasible alternative for many
Trrigation customers. However, Irrigators can not be realistically expected to follow a similar on-
peak pattern as Residential customers. Instead, I recommend that something more like a super-
peak price be developed in conjunction with an off-peak price. For the super-peak timeframe, I
recommend the same 5-days per week as in the Irrigation Curtailment program and the same 4-
hours per day (4:00 p.m. until 8:00 p.m.).

I recommend that the super-peak price be set at 15 cents/kWh and that the off-peak price
be set at 4.2 cents/kWh. These rates have been chosen in order to develop a spread of over 10
cents/kWh between the super-peak and the off-peak and in order to remain revenue neutral if

there is no net change in consumption patterns.

Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?

A. Yes.
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Executive Summary

Overview

For nearly 25 years, PacifiCorp has been actively engaged in the design and delivery of demand-
side management (DSM) products and services. Beginning with its management and sponsorship
of the Hood River Conservation Project in the early 1980s, PacifiCorp has continued to be an

innovator in energy efficiency and has conceived and implemented programs such as Energy
FinAnswer, which, in its class, is considered one of the best programs in North America. Over

the fast 15 years, PacifiCorp has invested approximately $345 million on DSM programs,
offsetting nearly 2,700 GWh of energy — the equivalent of nearly 515 MW of capacity annually,
assuming a 60% load factor on average! Currently, PacifiCorp operates successful capacity-
focused programs for irrigation load curtailment, demand buyback, and air conditioning direct
load contsol, which together helped reduce PacifiCorp's peak loads by 149 MW in 2006.
PacifiCorp also has an additional 260 MW available for control under interruptible agreements
with a select group of its largest commercial and industrial customers.

Beginning in the early 1990s, PacifiCorp developed biennial integrated resource plans (IRPs) to
identify the optimal, least-cost mix of supply and demand-sideoptions to meet its projected long-
run resource requirements. This report summarizes the results of an independent study to conduct
a comprehensive, multi-sector assessment of the long-run potential for DSM resources in
PacifiCorp's Pacific Power (Oregon: Washington, and California) and Rocky Mountain Power
(Idaho, Wyoming, and Utah) service territories to support the PacifiCorp's integrated resource
planning process and help further PacifiCorp's active pursuit of DSM resources.

This study's principal goal is to develop reliable estimates of the magnitude, timing, and costs of
alternative DSM resources, comprised of capacity-focused program options (defined throughout
this report as Class 1 and Class 3 DSM resources), energy-efficiency products and services
(defined as Class 2 DSM resources), and other "'supplemental" resources such as solar, combined
heat and power, and dispatchable standby generation. The analysis of resource potential in this
study are augmented by an examination of the benefits of consumer awareness and education
initiatives (Class 4 DSM resources) and an analysis of how future structural changes, such as
technological innovation, macroeconomic conditions, and public policy, might affect the
findings and conclusions of this study.

The main emphasis of this study has been on resources with sufficient reliability characteristics,
which are expected to be technically feasible (technical potential), cost-effective (economic
potential), and realistically achievable (achievable potential) during the 20-year planning
horizon. For Class2 DSM (energy-efficiency) resources, the methods used to evaluate the

' Expenditures and savings include PacifiCorp's contributions to the Energy Trust of Oregon and the associated
energy savings generated by those funds. All savings and capacity information calculated at generator.

2 Since the Energy Trust of Oregon is responsible for the planning and delivery of Class 2 DSM resources in
Oregon, potential for these resources are exclusive of Oregon.
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Figure 6. Class 1 DSM. Rocky Mountain Power Territory Supply Curve
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Figure 7. Class 1 DSM: Pacific Power Territory Supply Curve (Cumulative MW in 2027)
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Irrigation

A program targeting irrigation is an ideal option to reduce summer peak due to the coincidence
of irigation pumping with mid-afternoon summer peaks. PacifiCorp's current irrigation load
control program in Idaho is a scheduled control program; customers subscribe in advance for
specific days and number of hours when their irrigation systems will be tumed off. Load
management is executed automatically based on a pre-determined schedule set through a timer
device. Although a total of 100 MW of irrigation loads are contracted for management under this
control program, less than half are available at any time due to the alternating schedules of
program participants. In the Northwest, the Bonneville Power Administration (BPA) has run a
pilot irrigation progtam (on a dispatched rather than scheduled basis), and Idaho Power has
implemented a program similar to PacifiCorp's scheduled control program. In 2007, PacifiCorp
began piloting a limited-scope 45 MW dispatchable program in addition to its scheduled control
option. Presuming it will be successful, this analysis assumes that, in the future, half of the
participants will sign up for the dispatchable control option and half will sign up for the
scheduled control option.

Technically, it is assumed all irrigation loads are eligible for this program, excepting half of the
Oregon load (which is horizontal pumping and not suitable for this offering). This results in a

technical potential of 308 MW (Rocky Mountain Power) and 108 MW (Pacific Power).

In terms of program participation, both PacifiCorp's and Idaho Power's scheduled control option
programs have had solid participation rates: 35% and 25% of eligible load, respectively. This
analysis assumes PacifiCorp can increase the participation rate in Idaho to 50% and will reach
25% in other states, where pumps tend to be smaller and loads are distributed across more
customers. Assuming one-half of participants are on a scheduled control program, during any
one event, only 75% of the load will be available. These factors Iead to a market potential
estimate of 20 MW for Pacific Power (<1% of 2027 territory peak). For Rocky Mountain Power,
104 MW is available, which includes the 81 MW of expected 2007 achievements (78 MW in
Idaho and 3 MW in Utah).

Due to load distribution the majority of this is expected to wine from Idaho (93 MW). The
PacifiCorp forecasts of irrigation loads expect an overall reduction of approximately 10% over
the next 20 years, which is accounted for in the estitnate of potential m 2027.

Table 17. Irrigation: Technical and Market Potential (MW in 2027)

Rocky Mountain Power Pacific Power

Sector Technical Market Market as % Technical Market Market as %
Potential Potential of 2027 Peak Potential Potential of 2027 Peak

Residential --- “n - .- - ---

Commercial --- .- - .- .- .--

Industrial --- —— --- - a-- .-
Irrigation 308.3 104.2 21.3% 107.9 20.2 81%
Total 3083 104.2 1.3% 107.9 202 04%
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Figure 14. Irrigation: Market Potential by State (MW in 2027)
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Costs for the irrigation program include $400,000 for upfront program costs, $1,000 for installed
technology with a life of seven years, $500 for marketing to new customers, and $10/kW for
ongoing maintenance and communication systems based on Rocky Mountain Power's
experience. Although PacifiCorp currently pays $11/kW-year for incentives (2006 program
year), participation level assumptions are based on a higher incentive amount of $20/kW-year in
recognition that greater penetration will require higher incentives and the emergence of the
dispatchable control option is expected to increasethe value of the control to PacifiCorp.

Table 18 displays the resulting levelized costs for the irrigation. With an expected cost of
$47/kW-year and $50/kW-year (Rocky Mountain Power and Pacific Power territories,
respectively), this program option passes all economic screens. The high achievable scenario
assumes a 20% increase in participation and a 50% increase in incentives. With a high
achievable cost of $67/kW-year and $70/kW-year (Rocky Mountain Power and Pacific Power,
respectively), irrigation in the Rocky Mountain Power territory passes all €conomic scenarios.

Table 18. Irrigation: Levelized Costs and Scenarios

MW Leveiize Economic Screen
Potential d Cost Low Base High
Rocky Mountain Power
Expected Achievable 104 $47 Pass Pass Pass
High Achievable 125 $67 Pass Pass Pass
Pacific Power
Expected Achievable 20 $50 . Pass Pass
High Achievable 24 §70 .— e Pass
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Table 24 also shows the high achievable scenario, assuming all respondents indicating a "very
positive" reaction to the program and one-half of those indicating “somewhat positive' can be
convinced to participate, resulting in 29% of customers, or 38 MW for Rocky Mountain Power
and 15MW for the Pacific Power territory. Consistent with all other programs, the high
achievable scenario is assumed to have a 50% increase in incentives; so costs rise to

$24/k W-year, which again pass all economic screens.

Table 24. Demand Buyback: Levelized Costs and Scenarios

MV Levelized Economic Screen
Potential Cost Low Base High
Rocky Mountain Power
Expected Achievable 26 $18 Pass Pass Pass
High Achievable 38 $24 Pass Pass Pass
_Pacific Power

Expected Achievable 10 $18 Pass Pass Pass
High Achievable 15 $24 Pass Pass Pass

Residential Time of Use Rates

Information on TOU rates was obtained from tariffs from 60 U.S. utilities, promotional materials

used by utilities offering new TOU (or TOU with CPP) programs during the past five years, and
several interviews with utility staff members®* TOU rates have been offered by U.S. utilities
since at least the 1970s, but the historic impacts have been quite low. In fact, PacifiCorp ran a
TOU pilot in 2002 to 2004, which had extremely low program sign-up (940 residential
customers at the end of 2004, with an average of 25% annual attrition), despite an intensive
marketing effort.

The TOU rates developed in recent years typically differ from those of the past in several
important ways. First, most new TOU rates contain three price tiers as opposed to the two-tier
rates common in many long-standing TOU programs, including those offered by PacifiCorp.
This allows utilities to set high prices during their highest peak periods and offer exceptionally
low off-peak prices overnight when the wst is at its lowest and supply is plentiful. The majority
of hours are assigned a “mid-peak” price that is typically a slightly discounted version of the
standard rate. Another change is that the duration of the peak period is typically shorter than in
the past. Finally, the price differentials between peak and off-peak prices tend to be greater than
in the past to encourage load shifting away from the peak period. For long-standing TOU rates,
this differential averaged about 7.6 cents’kWh, whereas newer programs tend to have a
differential of greater than 10 cents/kWh. For comparison, PacifiCorp’s existing TOU rates offer
a price differential of roughly 4.5 cents’kWh to 7.5 cents/lk Wh, dependingon the operating utility
and the season.

Includes: Gulf Power, Alabama Power, Ameren, Pacific Gas and Electric, Southern California Edison, San
Diego Gas and Electric, and Teco Energy. Interviews with utility staff: Arizona Public Service, Salt River

Project, and Florida Power and Light.
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TOU rates are assumed to be available only to the residential customer segments, and the
potential is based on the total load rather than individual end uses. The technically feasible
portion of the load basis expected to be reduced during peak hours is 5% based on results from
California®® and Puget Sound Energy. The participation rate of the top ten hi ghest-enrolled TOU
programs in the country™’ is on average 16%, yet these programs do not represent the experience
of all national programs, many of which have participation rates of <1%. If a robust marketing
effort is made in conjunction with a TOU rate design that is more than double PacifiCorp’s
current TOU differential the expected participationrate is assumed to be 10%.

Table 25 shows there is 107 MW of technical potential and 11 MW of market potential in the
Rocky Mountain Power territory. In the Pacific Power territory, there is 78 MW of technical

potential and 8 MW o f market, both representing less than 1% 02027 territory peak.

Table 25. Time of Use Rates: Technical and MarketPotential (MW in 2027)

Rocky Mountain Power PacificPower

Sector Technical Market Market as % | Technical Market Market as %

Potential Potential of 2027 Peak Potential Potential of 2027 Peak

Residential 106.7 107 05% 716 78 04%
Commercial ——- - - —-— .- -
Industrial .en - ce- - .- -
_Imigation

Total 106.7 10.7 01% 77.6 7.8 0.2%

Figure 18 shows Utah has the most potential, with 9 MW, followed by Oregon with nearly
6 MW.

Table 26 displays the per-unit costs, using the assumptions of $400,000 in prograni development
(based on 2002 PGE and PacifiCorp TOU rate program development costs™), $125 in new
participant costs ($100 per meter and $25 of marketing), with new participant costs reoccurring
with annual atfrition of 5% (based on electrical turnovers™ ) and a 20-year measure life on
meters. Due to low per-customer impacts, the cost per kW-year is $166/k W-year for Rocky
Mountain Power territory and $173/kW-year for Pacific Power territory, which pass the
cconomic screens. This finding is consistent with the 2005 evaluation of PacifiCorp’s TOU

% Charles River Associates, "Impact Evaluation of the California Statewide Pricing Pilot, Final Report,” March
16,2005. See also, Piette, Mary Ann and David S. Watson "Participation through Automation: Fully Automated
Critical Peak Pricing in Commercial Buildings," 2006, Lawrence Berkeley National Laboratory. Linkugel, Eric
Proceedings of the 2006 ACEEE Summer Study on Energy Efficiency in Buildings, Pacific Grove, CA, August
2006.

FERC, 2006 and R. Gunn, “North American Demand Response Survey Results” (Association of Energy
Services Professionals, Phoenix, AZ, February 2006).

Levelized per unit costs are driven primarily by hardware costs. Removal of upfront development reduces the
results by $4/kW-year.

This is likely a conservative estimate - PacifiCorp 2004 pilot TOU program experienced up to 25% annual
attrition.

37
38

39
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Irrigation

Table B.9. Program Basics

Program Name irrigation
Customer Sectors Eligible Imigationonly
End Uses Eligible for Program Irigation Pumping
Customer Size Requirements, if any Allirrigation customers
Summer Load Basis Top 40 Summer Hours
Winter Load Basis No Winter

Table B.10. Inputs and Sources not Varying by State or Sector

Inputs Value Sources or Assumptions

Annual Attrition (%} 5% Based on changes in electrical service

Annual Administrative Costs 15% All resource classes assume admin adder of 15%

(%}

Technology Cost (per new $1,000 Technology costs assume $1000 per new participantfor installationcosts

participant)

Marketing Cost{per new $500 Both Idaho Power and PacifiCorp marketing costs are approximately $500

partidpant) per new participant

Ilﬁgt";?;(agw al costs per $20 Idaho Power currently pays $16/&W/year; although Rocky Mountain Power

paricipating pays $11/kW, high program participation raies and acoeplance by
customers can be attained only with higher Incentives, particutarly In
diverse geographic regions

Incentives{annual costs per . .

partidpating kW) $10 Ongoing Maintenance and Communications (per KW)

Overhead: First Costs {2007%) $400,000 StandardProgram DevelopmentAssumption, Including necessary Internal
labor, research and IT/bliling syslem changes

Technical Potential as % of 100% Assumes all loads can be confrolled

Load Basls

Program Participation (%) 25% Idaho Power and PacifiCorp have participationrates of 25% for the
scheduled program. PacffiCorp has signed up an additional 45 MW for the
DLC option, which totals 35% of the load basis. Assumes thaf more load
Is available (50%)

Event Paricipation (%) 75%  Assumes that one-half of participants will be on scheduled program where
participants choose 2 days of each week to schedule reductions during
peak times (50% event participation for 50% of program Is an average of
75% event participation). ’

per Customer impacts (kW) Varies by Product of technical potential and average KW of customers greater than

Sector 250 kW (PC database of C&) customers)
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Residential Time of Use Rates

Table B.20. Program Basics

Program Name

Time Of Use Rates

Customer Sectors Efiglble
End Uses Eligible for Program

All Residential Market Segments
Total Load of All End Uses

Cuslomer Size Requirernents, if anv Residential
Summer Load Basis Top 40 Summer Hours
Winter Load Basis Top 40 Winter Hours

Table B.21. Inauts and Sources not Varying by State or Sector

inputs Value Sources or Assumptions

Annual Attrition (%) 5% Consistent with PaciiiCorp electric tumovers. Rate of 3.5% reported by
Rosemary Morley of FPL.

Anpual Administrative Costs 16% All resource classes assume admin adder of 15%

(%)

Technology Cost {per new $100 incremental cost of a TOU meter, APS and FERC 2006

participant)

Marketing Cost (per new $25 APS reported Incrémental costs of $20-$30 per new pariicipant, including

participant) markefing costs and support.

Incentives (annual costs per 80 Blll savings may accrue for some customers, equating to lost revenues for

participant) the utfiity. This analysls assumes revenue neutrallty for the ufility.

Overhead: First Costs (2007$)  $400,000 Standard Program Development Assumption, including necessary internal
labor, research and iT/biling system changes

Technical Poientiai as % of 5% Califomia residential pricing programs results from CA SPP, fixed TOU

Load Basis show 5% average peak demand reduced (Charles River Assoclates,
2005). Results from Puget Sound Energy’s ¢cancefled TOU program are
similar.

Program Participation (%) 10% APS has the highest TOU enroliment of any utility in the country at nearly
400,000 participants or 45% of residential customers (Chuck Miessner,
APS, 2007; FERC report of 2006). The participation rate of the top 10
highestenrolled TOU programs in the country is on average 16%
(excluding the mandatory rates by PS Okiahoma. Yet, these programs do
not represent the experience of all national programs; many TOU
programs around the country have participation rates of <1 % (but many of
these are legacy programsthat are not being promoted). Even among the
top 10 highest enrollment programs (according to FERC), half have single
digit participation rates. if a reasonabie effort is made, the reasonablelow
range might be 2%, which is the lowest participation rate among the top 10
programs, and an expected participationrate of 10%.

Event Participation (%) 100% There are no "events” with TOU rates. Participation can be viewed as

per Customer impacts (kW)

100%.
Product of technical potential and average kW of customers based on load
basls, Consistentwifh national studies.
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