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SUPPLEMENT 1: COST-EFFECTIVENESS

Cost-Effectiveness

Idaho Power considers cost-effectiveness of primary importance in the design, implementation,

and tracking of energy efficiency and demand response programs. In the past, most of Idaho Power’s
energy efficiency and demand response programs were preliminarily identified through the Integrated
Resource Plan (IRP) process. Because of Idaho Power’s diversified portfolio of programs, in the

2009 IRP most of the new potential for energy efficiency in Idaho Power’s service area 1s based on
additional measures rather than new programs. The process in the IRP remains the same for determining
if measures should be adopted as it was for program inclusion. Specific programs or potential energy
savings measures are screened by sector to determine if the levelized cost of these programs or measures
is less than supply-side resource alternatives. If they are shown to be less costly than supply-side
resources from a levelized cost perspective, the hourly shaped energy savings is subsequently included
in the IRP as a resource.

Prior to the actual implementation of energy efficiency or demand response programs, Idaho Power
performs a cost-effectiveness analysis to assess whether a specific potential program design will be
cost-effective from the perspective of Idaho Power and its customers. Incorporated into these models are
inputs from various sources in order to use the most current and reliable information available.

When possible, Idaho Power leverages the experiences of other utilities in the region, or throughout the
country, to help identify specific program parameters. This is typically accomplished through
discussions with other utilities’ program managers and researchers. Idaho Power also uses electric
industry research organizations, such as E Source, Edison Electrical Institute (EEI), Consortium for
Energy Efficiency (CEE), American Council for an Energy Efficient Economy (ACEEE), Advanced
Load Control Alliance (ALCA), Association of Energy Service Professionals (AESP), Global Energy
Partners, LLC, and others to identify similar programs and their results.

Idaho Power’s goal is to have all mature programs have benefit/cost (B/C) ratios greater than 1.0 for the
total resource cost (TRC) test, utility cost (UC) test , and participant cost test (PCT) at the program level
and the measure level where appropriate, An exception to the measure level cost-effectiveness is when
there is interaction between measures. Idaho Power may launch a pilot or a program to evaluate
estimates or assumptions in the cost-effectiveness analysis. Following implementation of a program,
cost-effectiveness analyses are reviewed as new inputs from actual program activity become available,
such as actual program expenses, savings, or participation levels. If measures or programs are
determined to be not cost-effective after implementation, the program or measures are reexamined
including input provided from the company’s Energy Efficiency Advisory Group (EEAG).

Methodology

For its cost-effectiveness methodology, Idaho Power relies on the Electric Power Research Institute
(EPRI) End Use Technical Assessment Guide (TAG), the California Standard Practice Manual and its
subsequent addendum, and the National Action Plan for Energy Efficiency’s (NAPEE) Understanding
Cost-Effectiveness of Energy Efficiency Programs: Best Practices, Technical Methods, and Emerging
Issues for Policy-Makers. Traditionally, Idaho Power has primarily used the TRC test and the UC test to
develop B/C ratios to determine the cost-effectiveness of demand-side management (DSM) programs.
These tests are still used because, as defined in the TAG and California Standard Practice Manual,
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they are the most similar to supply-side tests and provide a useful basis to compare demand-side and
supply-side resources.

Assumptions

Idaho Power relies on research conducted by third party sources to obtain savings and cost assumption
for various measures. These assumptions are routinely reviewed and updated as new information
becomes available. For many of the measures within Demand-Side Management 2010 Annual Report
Supplement 1: Cost-Effectiveness, savings, costs, and load shapes were derived from the Demand-Side
Management Potential Study conducted by Nexant, Inc in 2009. Another source of information is the
Regional Technical Forum (RTF). The RTF, which meets 10-12 times annually, regularly reviews,
evaluates, and recommends eligible energy efficiency measures and the estimated savings and costs
associated with those measures. As the RTF updates these assumptions, Idaho Power, in turn, applies
those assumptions to current program offerings and assesses the need to make any program changes.
Idaho Power staff participates in the RTF by attending the monthly meetings and contributing to various
subcommittees.

Idaho Power also relies on other sources such as the Northwest Power and Conservation Council
(NPCC), Northwest Energy Efficiency Alliance (NEEA), the Database for Energy Efficiency Resources
(DEER), the Energy Trust of Oregon (ETO), the Bonneville Power Administration (BPA), third-party
consultants, and other regional utilities. On occasion, Idaho Power will also use internal engineering
estimates and calculations for savings and costs based on information gathered from previous projects.

The remaining inputs used in the cost-effectiveness models are obtained from the IRP process.

The Technical Appendix of Idaho Power’s most recent IRP is the source for the financial assumptions,
including the discount rate and inflation rate. The IRP is also the source of the DSM alternative costs,
which is the value of energy savings and demand reduction resulting from the DSM programs.

These DSM alternative costs vary by season and time of day and are applied to a load shape to obtain
the value of that particular measure or program. The DSM alternative energy costs are based on either
projected fuel costs of a peaking unit or forward electricity prices as determined by Idaho Power’s
power supply model, AURORAxmp® Electric Market Model. The avoided capital cost of capacity is
based on a gas fired simple cycle turbine.

Net-to-Gross

Net-to-gross (NTG), or net-of-free-ridership (NTFR), is defined by NAPEE’s Understanding
Cost-Effectiveness of Energy Efficiency Programs: Best Practices, Technical Methods, and Emerging
Issues for Policy-Makers, as a ratio that

Adjusts the impacts of the programs so that they only reflect those energy efficiency gains that
are the result of the energy efficiency program. Therefore, the NTG deducts energy savings that
would have been achieved without the efficiency program (e.g., ‘free-riders’) and increases
savings for any ‘spillover’ effect that occurs as an indirect result of the program. Since the NTG
attempts to measure what the customers would have done in the absence of the energy efficiency
program it can be difficult to determine precisely.

For most programs and individual measures, the NTG ratios are from Demand-Side Management
Potential Study or the California Public Utilities Commission (CPUC) DEER. The NTG adjustment is
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shown as part of the Supplement 1: Cost-Effectiveness for each program and measure. However, for
some programs such as A/C Cool Credit, Energy Efficient Lighting, Irrigation Efficiency, and See ya
later, refrigeratorg the unit incremental savings are net realized energy savings from third party sources
which take into account a NTG adjustment. While each project within the Custom Efficiency program is
analyzed independently and Tdaho Power believes there is considerable spillover from this program, a
NTG adjustment of 69 percent, the standard NTG from DEER' which includes a spillover adjustment, is
used to calculate the cost-effectiveness of this program.

Results

Idaho Power determines cost-effectiveness on a measure basis, where relevant, and program basis.

As part of the Supplement 1: Cost-Effectiveness and where applicable, Idaho Power publishes the
cost-effectiveness by measure, calculating the PCT and ratepayer impact measure (RIM) test at the
program level, listing the assumptions associated with cost-effectiveness, and citing sources and dates of
metrics used in the cost-effectiveness calculation.

The B/C ratio from the participant cost perspective is not calculated for the demand response programs,
Weatherization Assistance for Qualified Customers, Weatherization Solutions for Eligible Customers,
See ya later, refrigerator, and Energy House Calls. These programs have few or no customer costs.

The Irrigation Peak Rewards program does have some direct costs for participants with small
horsepower (hp) pumps where a fee is charged to install program equipment at the enrolled service
location. In addition to this fee for small hp pumps, Idaho Power also calculated the additional labor
expense an irrigator may incur for resetting each pump after an event as a cost to the program.

The Demand-Side Management 2010 Annual Report contains program UC and TRC B/C ratios using
actual cost information over the life of the program through 2010. Supplement 1. Cost-Effectiveness
contains annual cost-effectiveness metrics for each program using actual information from 2010,
includes results of the PCT, and includes application of a NTG factor where appropriate. Current
customer energy rates are used in the calculation of the B/C ratios from a PCT and RIM perspective.
Rate increases are not forecast or escalated. Where applicable, the cost-effectiveness results of the
demand response programs include historical expenses. To be consistent with the IRP, and since demand
response programs are inherently different from energy efficiency programs, the B/C ratios for

A/C Cool Credit and Irrigation Peak Rewards are calculated over a 20-year program life, while the B/C
ratios for FlexPeak Management are calculated over 10 years. However, the B/C ratios for each demand
response program is also calculated on an individual year basis. For 2010, A/C Cool Credit, FlexPeak
Management, and Irrigation Peak Rewards passed the B/C tests with TRCs of 1.23, 1.33,

and 1.12 respectively.

Following the annual program cost-effectiveness results are tables that include measure level
cost-effectiveness. Exceptions to the measure level tables are the demand response programs which do
not provide incentives for installed end-use measures. Other programs that are not analyzed at the
measure level include Custom Efficiency, the Custom Option of Irrigation Efficiency Rewards,

and Weatherization Assistance for Qualified Customers where projects include multiple interactive
measures that are analyzed at the project level.

' Source: CPUC DEER NTFR Update Process for 2008-2007 Programs, found at
http://www.deeresources.com/deer2008exante/downloads/DEER%200607%20Measure%20Update%20Report.pdf
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The measure level cost-effectiveness includes inputs of measure life, energy savings, demand reduction,
incremental cost, NTG factors, incentives, program administration cost, and net benefit. Program
administration costs include all non-incentive costs: labor, marketing, training, education, purchased
services, and evaluation.

2010 DSM Detailed Expense by Program

Included in this Supplement is a detailed breakout of program expenses as shown in Appendix 2 of the
Demand-Side Management 2010 Annual Report. These expenses are broken out by major expense type
(incentives, labor/administration, materials, other expenses, and purchased services.)

Page 4 Demand-Side Management 2010 Annual Report
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Table 1. 2010 DSM Detailed Expenses by Program (Dollars)

Sector/Program Idaho Rider Oregon Rider  ldaho Power  Total Program
Energy Efficlency/Demand Response
Residential

AJC CoOl Credif......oooieereereeee e e e e ene $ 1,854,979 $ 74,071 § 73,496 $ 2,002,546
INCENEIVE EXDBNSE civiiiieiiiie i mrs s e as s s 635,431 8,435 0 643,866
Labor/ AdrimiStEation . amdsaimmasmmmoms s 54,284 2,854 563 57,701
Materials ...cooooveeernene 313,486 16,681 0 330,167
Other Expense 229,939 13,383 72,933 316,255
PUrchased SEIVICES ....uiiviiriieiiiiiiiiieiiccsr et ssess e sbecinesreesas 621,839 32,718 0 654,557
Ductiess Heat Pimip PHOL ...osunammnnnsnimusaasimmosinimmas i 181,969 7,262 0 189,231
INCeNtiVe EXPBNSE ..cvvviiire e 101,000 3,000 0 104,000
Eaber/AdminiSiration wesan i mm e i 22,927 1,208 0 24,135
MAIETTAIS o vosvamimisimisss s s s s e 27 1 0 28
Other Expense.............. et ranres 7,583 399 0 7,982
PETCHasE SEITICEE qummiros simssasss i mbires i v roesod sy eanh o nes 50,432 2,654 0 53,086
Energy Efficient LIghting.......cccoooerieeiie e 2,442,931 58,347 0 2,501,278
INCENLIVE EXPBNSE..c.viiiericiiri e ren s sre e e 1,762,808 40,791 0 1,803,599
T To 177 151y 1] . 89,743 4,721 0 94,464

(0] {aT=] g o o= -1 USRS 7,056 466 0 7,522
PUCHESEH SaVICES rvrmanmsmnitms v s m s s s i P s e 583,324 12,369 0 595,693
Energy House Calls 724,895 37,435 0 762,330
Labor/AdminiStration ........c.vvivviie e 26,154 1,374 0 27,528

I O TS s o A 167 9 0 176
OB B B TS s oot e s S s P s 10,066 530 0 10,596
PUrEHESE SBIVIEES o conssnsis s i s s st SN A ARV 688,508 35,622 0 724,030
ENERGY START HOMES ....ooovvviveieniiis e esns s sssssenssssssenens 369,344 6,093 168 375,605
LT B o - T T 251,600 0 0 251,600
Labor/Administration ...... 49,708 2,638 168 52,612
Matelidlscamamamnamsamn s s am Ty 4,735 249 0 4,984
(B3 To1 g ST - S 61,885 3,131 0 65,016
Purchased SErviCes .......ccoviceiieee e enr e ee e e aae e anes 1,418 75 0 1,493
Heating & Cooling Efficiency Program... 314,963 12,706 0 327,669
INCENEIVE EXPENSE .ocuviiviiieriiireirieeereeteeeetresreessbesseinsseiarsesnsesisaens 73,903 1,050 0 74,953
Labar AdmINISIEAtON «.auiviiimnisinmmisieasssissinise s isisssas iis s 65,594 3,450 0 69,044
IV O R 50 cusmmmmasimmammn s s v s A R R R A S R AR 2,323 119 0 2,442

B 31 Tl 0T 1Y e T R e S Sl e o e R P TP R 23,673 1,246 0 24,919
PUrchased SemviCES v swnminaasmssm v e 149,470 6,841 0 156,311
Home Improvement Program.........cccoceeiceininioninsine e ssvnneennen 944,716 0 0 944,716
Incentive Expense................. 808,452 0 0 808,452
Labor/Administration 82,678 0 0 82,678
Matenials v S R 1,046 0 0 1,046

L (4T =1 0721 o O SRRSO 37,845 0 0 37,845
Purchasad ServiCes ..o e 14,695 0 0 14,695
Hotme Prodlicts Prograii...cwsensanmmnssmmrsraas s s 813,171 18,990 0 832,161
INCENEIVE EXPENSE ..evviei et e e rvenae e sree e e e e e e sare e e e e e snnnns 654,340 10,659 0 664,999
Labor/Administration ... 99,530 5,233 0 104,763
NITHETEALS vrusmmomonnvsicinssovmes vanssms s eV s 505K AP S RS 23 1 0 24
Other EXPBNSE coeiiiieei ettt e et ee e e e ie e e e e e eeenan e e eeeesrmnnes 13,152 692 0 13,844
Purchased Semitss amummmnmmanmvs s s s T 46,126 2,405 0 48,531
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Table 1. 2010 DSM Detailed Expenses by Program (Continued)

Sector/Program Idaho Rider Oregon Rider  Idaho Power  Total Program

Oregon Residential Weatherization ..........c.cccovvverninennnnsnenininnnnn $ 0 $ 4,575 % 1,475 $ 6,050
INCENTIIVE EXPENSE .1erviirieeisirneireessieine e see s s sressssens 0 47 0 a7
Labor/Administration 0 3,898 1,475 5,373

8 g =1 251 o1 1 ] - G LS 0 630 0 630
Rebate Advantage 34,283 5,119 0 39,402
INCENVE EXPEISE.iminmimnsnmiimiimiinsiiis i o svesiasioisivasins 14,000 3,500 0 17,500
Labor/Administration ... 15,5561 817 0 16,368
OB EXDBNSE s s T e T v S s 419 22 0 441
Purchased Services ..... 4,313 780 0 5,003
See ya later, refrigeratore 548,872 16,207 0 565,079
INGBALIVE EXPONSE i visimisinviosivsrsmsomi s s ssimssi s ins i 92,070 2,490 0 94,560
Labor/Administration ... e 40,634 1,995 0 42,629
OIS EXDENGR. vsamuwssvssrem s mebi s B sy s svs gy s s qativiniii 20,988 1,018 0 22,006
PUrchased SEIVICES ..euiiiiiereireieereniiissne e e ase e s 395,180 10,704 0 405,884
Woeatherization Assistance for Qualified Customers............ccceee. 0 0 1,321,132 1,321,132
Labor/Administration .... 0 0 45,169 45,169
OhEr EXPENSE .occviiiiiei et s sireeresrn e sres e see s es s nas s aeseas 0 0 2 2
PUrchased SBIVICES .:c.civivivesesnivesisiisninisni i i 0 0 1,275,961 1,275,961
Weatherization Solutions for Eligible Customers® ..........c.cocoecnnn. 216,202 2,306 9,917 228,425
Labor/AGMINISLIAtION .eveiveiiieireerersisrerreerenineessressesesressnessesessrenasees 1,423 0 9,917 11,340
PUrchaised Barvioes . camsimssvemsisissvonss avivrssmusisfossmamsssams s 214,779 2,306 0 217,085

Commercial/lndustrial

Building Efficiency ..... 1,466,179 43,422 81 1,509,682
INCENtiVE EXPENSE...ccvieiiiierrrc e 1,195,671 29,184 0 1,224,755
LaborfAdmINIStralion e aeswssisminm s ool s s 82,777 4,359 81 87,217
OINEE BYEETITE  omsveniwemsssissskesiis crassasssnsimess deivs 1o s s4 SEss s os FOEABSEE OV RS 53,552 2,812 0 56,364
Purchased Services 134,279 7,067 0 141,346
EASY LD OTatlos: couminissevinmessivesssiisss s v s s s s ks soams i ssgoas oo 3,862,653 111,757 0 3,974,410
Incentive EXPENSE....ovviiiiiiiiiice i 3,228,310 78,363 0 3,306,673
Labor/Administration 443,390 23,344 0 466,734

T 1o | U SO 83 4 0 87
OIREE EXPBISE . .. esirssissssi s b r s s i 48,628 2,559 0 51,187
PUrchased SBIVICES ...vuiiiivearessesmini osmssvnssarss sinssisieivssibvissnisssssis 142,242 7,487 0 149,729
FlexPeak Management 1,807,527 95,153 0 1,902,680
IncentiVe EXPEOSE - i st 1,760,563 92,662 0 1,853,225
Labor/AdminISIration ... e e 46,928 2,487 0 49,415
CINEr EXBENSE s s i i o e T e T ST SR (47) 0 0 (47)
Purchiaser SemViGes ..ot 83 4 0 87
Holiday LIghting...........cooeviineniinieci e 45,816 316 0 46,132
INGERTIVE EXDBASE i vcnsmssims i s o i S TR e ot an e 39,813 0 0 39,813
Labor/Administration ........... 4,844 255 0 5,099
OAET EXDEIGE sisinvavime oo oo Sa shavivee soaves St 6xviasiamo sbpobeivisns 1,159 61 0 1,220
Oragon Commerctal AUANS. ..o auss sssss s e o 0 5,049 0 5,049
Labor/AdmINISIFAtion ......e e 0 3,756 0 3,756
Other Expense 0 1,293 0 1,293
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Table 1. 2010 DSM Detailed Expenses by Program (Continued)
Sector/Program Idaho Rider Oregon Rider  Idaho Power  Total Program
CUELOM EFTCIBRCY iiiioriiviiiims s ssiivbssmivagierivssismi sy 8,046,168 § 717,132 $ 14,825 $ 8,778,125
Incentive Expense 7,143,359 673,138 0 7,816,497
Labor/Administration 373,728 19,672 14,825 408,225
OIS EXDERSE woisvssmsomsnssimivuaieses i Foesisovsesissss sissiess iisissmsssssins 165,430 8,264 0 173,694
Purchased SErVICES .....cicceiiiimiiiiiiir s snenns 363,651 16,058 0 379,709
Irrigation
Irrigation Efficiency Rewards .........ccccoe e 2,059,676 110,034 31,104 2,200,814
Incenlive EXDENSe..uaiasuimiimmsiniinm v ss i 1,766,852 95,259 0 1,862,111
Labor/Administration 230,978 11,961 31,104 274,043
IMIBEEITAIS 1vveeiiviieesiiiirieesieesimsiesenreeeesieesmse e b e eesaeesn e e aenseesebnesrmnees 718 38 0 756
B ERPBIISE wonmmvan v s b S i T s b o S e e o VA 0 51,595 2,708 0 54,303
PUTChASEd SEIVICES ...evvieiieeei e ieec it eee it eeesbress s s essrarr e s e e srmnns 9,533 68 0 9,601
Irrigation Peak RewWards..........ccoccv et ni i 13,096,946 184,075 49,805 13,330,826
TGNV E, ER OB cumeves smsmvsmes s s s S o SO S 4 S SRS 11,319,194 162,908 0 11,482,102
Labor/ AdmIRISIFAHON . covrermns ssenmessonssss s isme i S R S G T 63,171 3,326 49,805 116,302
Materials 2,495 131 0 2,626
Other Expense 9,199 477 0 9,676
PLrCHASE SBIVICES wammum s anssrive i oy ey s s s 1,702,887 17,233 0 1,720,120
| Energy EfICIency Total.......c..ourmermsmrsieessrsssesssos 38,831,290 1,510,049 1,502,003 41,843,342
Market Transformation - - - '
NEEAD ....oooee e eemie e bbbt 2,271,656 119,561 0 2,391,217
Purchased Services ... s 2,271,656 119,561 0 2,391,217
Market Transformation TOtal ... 2,271,658 119,561 0 23217
OtEe} Fr’rog;'éasiaind Actlvities o
Residential
Residential Energy Efficiency Education Initiative ....................... 211,695 10,397 0 222,092
Labor/Administration 72,516 3,805 0 76,320
B IS s isscsmsrmimsinsane st v e Voo s 44T e R s T AR RO 333 18 0 351
Other EXPENSE cviiiiieiiin s ss s anins s s ssresnns s ses nnnes 138,567 6,569 0 145,126
Purchased Services 280 15 0 295
Commercial
Commercial Education Initiative.........ccovevveeiviciiniee e 65,327 3,438 0 68,765
Labor/AdmIBIStrallon: ... owummummrmvmssmmmnimas e 29,724 1,564 0 31,288
Materials . 1,322 70 0 1,392
OTHEr BXDENBE wimveersiivissmsimviiiss it it isvasrinsemviaiis o 26,590 1,399 0 27,989
Purchased SeIrVICES ..ooivviieiiiieieee s 7,691 405 0 8,096
Other
Energy Efficiency Direct Program Overhead..............ccocovvviinniinee 100,087 7,831 9,956 117,874
Labor/Administration ....oveeeee e 44,250 2,265 9,956 56,471
OB EXDBINEG v smvmvssi s st e i e s e sk S csstsn 48,397 5,206 0 53,603
Purchased Services 7,440 360 0 7,800
Local Energy Efficiency FUnds.........ccccceoniviiicniinininn 238 13 0 251
O HEr EXPENSE o canmsiomsasesiunmsssismamsriosy s isisissisise svese e kgnes sEusasesios 238 46 0 251
| Other Programs and Activities TOtal..........uumuuesusisimmmnis 377,347 21,679 9,956 408,982
Indirect Program Expier;sie';'i - -
Residential Overhead........cccccevv i iveninenissine s ssimse e ee e ssseaesesnnnes 132,082 6,941 139,023
LaborAdmInistration ..o siimmsisnansaimssiiimmsiasii 132,082 6,941 139,023
Demand-Side Management 2010 Annual Report Page 7



Supplement 1: Cost-Effectiveness Idaho Power Company

Table 1. 2010 DSM Detailed Expenses by Program (Continued)

Sector/Program Idaho Rider Oregon Rider  Idaho Power  Total Program
Commercial/lndustrial/lrrigation Overhead 143,140 $ 7,543 & 0 $ 150,683
LaborAdmInIStration . s mimaiissmiiis isssvesisianvemiviiss 142,764 7,524 0 150,288
MEBLEMIALS c..veiiierieiiere e e 376 19 0 395
Energy Efficiency Accounting and Analysis ..... 698,907 37,068 136,833 872,808
Labor/AdmINISration ... 467,154 24,577 132,176 623,907
Materialswasnnrsammunsnanassnnansis e e 563 30 0 593
OUTET BB i osssuras v s s e s s e S RS 6,078 313 4,657 11,048
Purchased Services .......c.cccvvnnennn 225,112 12,148 0 237,260
Energy Efficiency AdvisSory Group........ccccvivrmrcinsinsessenmsnneens 2,651 112 0 2,763
Labor/Administration ..., 1,648 87 0 1,735
OthEr EXBBNSE i it iy s v st 1,003 25 0 1,028
Special Acconmling ENLHES ..conmusmimssinsmmimminssmmamssssmspsss s 22,619 1,414 0 24,033
Indirect Program EXpenses Total ... 999,399 53,078 136,833 1,189,175 |
TOIS...oooccoooe oo seeee ettt e § 42,479,602 $ 1,704,367 § 1,648,792  $ 45,832,851

? Oregon Rider balance of $2,306 will be reclassed to the Idaho Rider in 2011.

®NEEA funding addressed in IPUC per Order No. 31080, dated 5/12/10. 2011 annual expense expected at $3.3 m (see footnote, Appendix 1 of the Demand-Side
Management 2010 Annual Report for additional information).

Page 8 Demand-Side Management 2010 Annual Report
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