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Submittal Letter

To: The Idaho Legislature
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submits this 2012ldaho Energy Plan in compliance with HCR 013 passed during the 2007
Legislative sessionof the Idaho Legislature. This legislation adopted the State Energy Plan
written by the Committee in response to HCR 062 passed during the 2006 session and required
that the Legislature update the plan at a minimum of once every five years.t The Committee
worked in partnership with the Idaho Strategic Energy Alliance, (ISEA) comprised of nearly 200
volunteers from state, local, and federal interests as well as profit and non-profit private sectors.
Governor Otter created the ISEA to allow a broad range of related stakeholders to work together
to identify and analyze options , opportunities and risks associated with advanced energy
production technologies, energy efficiency and conservation, and energy business in the state. In
addition, the Committee provided opportunities for citizens to comment on the Plan. The
Committee members, members of the ISEA, and other public stakeholders worked diligently to
create the policy basis for necessarydebate as our energy opportunities evolve.

The policy guidance and recommendations of this Energy Plan are based ona factual
understanding and assessment ofpresent energy markets, technologies, and systems( EET Oz Uw
existing energy resource basehas reailted in some of the lowest electricity and natural gas prices
in the nation, providing enormous benefit to Idaho consumers . However , new energy resources
are becoming increasingly costly, and there is considerable policy, technology, and resource
uncertainty in national energy markets in general. These risks will influence options and
OxxQOUUUOPUDPI Uwi OUw( EET GBivéhunEsp fedites, heorEndtEedautdiiatdl UUT Ud w
increasing focus on secure, stable and costeffective energy supply heightens the need for
outreach to createa broad and comprehensive base ofknowledge concerning energy issues and
opportunities, and a concerted effort between government and private sectors to capture energy-
related economic development opportunities is critical in reaching our stated energy objectives.

At the same time, our policy guidance takes steps to ensure that energy suppliers will continue to
have access to conventional energy resourceso keep our energy costs as low as possible while
achieving environ mental and economic objectives. This represents, we believe,a pragmatic,
common-sense approach to preserving the advantages Idahoans have enjoyed over the years
while better positioning the state to meet the challenges of the future.

Energy issues are afoundational part of our lives, and will continue to increase in
importance, touching almost every aspect of our lives, and for which our state has a great deal of
regulatory responsibility. We strongly recommend that the Legislature and other state poli cy-
makers maintain vigilant oversight of the implementation of this Energy Plan and stay abreast of
energy issues by frequently revisiting these recommendations to ensure that they continue to
EEYEOEI w( EET Oz UwbOUI Ul UUUB wuw

Respectfully submitted,
Senator Curt McKenzie Representative George Eskridge
Interim Committee Co -Chair Interim Committee Co -Chair

1 http://legislature.idaho.gov/legislation/2007/HCR013.html . Note that HCR 062 (2006 session) required the
Interim Committee to write the Idaho Energy Plan while HCR 013 (2007 session) adopted the plan written
by the IC as the State Energy Plan and also required that it be updated a minimum of once every five years
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Executive Summary

(Owl YYAOQwUT 1T w(EET Qw+1 T PUOEUUUI zUw( OUI UPOw" OC
@? " OO0 O b fubhiitted>fok consideration to the Idaho Governor and Legislature the first
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adopted by the Legislature and Governor. As part of the 2007 Plan, the Committee recommended
(and HCR 013 [First Regular Session 200Yrequired) that the Legislature revisit the Idaho Energy
Plan every five years in an effort to assurethe facts and recommendations contained in the Plan
continue to reflect the best interests of Idaho businessesand citizens. This 2012 update to the 2007
Plan is intended to accomplish this goal.

As in 2007, today the Committee finds that Idaho citizens and businesses continue to benefit from
stable and secure access taffordable energy (e.g. electricity, fuels for transportation, and space
and process heat). Additionally, since 2007 Idaho energy stakeholders have made substantial
progress in integrating in -state renewable energy in our energy networks, and have made notable
achievements in the area of energy efficiency, both areas of strategic focus called out in the 2007
Plan.

Looking to the future, we see that even with significant energy efficiency and conser vation
measures, energy consumption in Idaho is expected to increase substantially as our population
increases and economic activity increases Meanwhile we see global, national and regional energy
market landscapes characterized by uncertainty and change.We recognize that most of the
energy that we consume in the state (approximately 70%2D Uwx UOEUET EwOUUUDPET w( EET Oz \
creating a degree of vulnerability from policy decisions made in other states and countries and
therefore outside of our control; we recognize opportunities and risks afforded by rapid advances
in energy generation, transmission and use technologies; and we recognize the risks and
opportunities associated with siting, licensing, and environmental impacts related to our energy
systems. These are formidable challenges that will impact energy options, choices, costs and
opportunities in Idaho.

With this recognition, this 2012 Idaho Energy Plan re-emphasizes the core objectives of the 2007
energy plan t to set the policy framework that w ill help enable a secure, reliable, affordable
energy supply network while protecting public health and safety and enhancing economic
competitiveness, and establish the process by which sound data and debate is regularly engaged
to help Idaho stakeholders respond to energy challenges and opportunities.

Our focus is centered onfive objectives O w( EET Oz U wli(1PEnsute & setutkrélifble and

UUEEOI wi OI UT awvaul0l OQwi OUwUT 1 wEPUP&T OUWEDE wEUUDOI UUIT UL
energy supply and ensure access to affordable energy for all IdahoarsO wept Aw/ UOUT EVw( EET Oz UL
health, safety, EOE WOEUUUEOQwi OYPUOOOI OUWESEWEOOUI UYT w( EET Oz Uwb
sustainable economic growth, job creation, and rural economic development; and (5) Provide the

Ol EOUwi OUwW( EET Oz Uwl O1 UT aw/ OOPEDPI UWEOEWthE UPOOUWUOWEEE>
following pages, the Committee provides data to establish a common basis for policy direction;

provides an assessment of options and opportunities, and describesrisks and lessonslearned that

2 Energy Information Administration SEDS, 2009State Energy Data System Idaho (139.9 TBTUs production, 509 TBTUs
consumption)
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can guide policy debate and decisions; provides a look-ahead at technology and policy issues that
have the potential to significantly impact our energy well -being; and offers policy guidance and
implementation processes that will help ensure an ongoing, structured, informed , and productive
public discourse on our energy future.

Significant findings and recommendations include a continued desire to integrate in -state
renewable energy, particularly renewable electric generation, in balance with economic and
systems stability considerations; continued aggressive pursuit of energy efficiency mechanisms;
development of mechanisms to assist local authorities in energy facility siting decisions;
increased direct use d natural gas where economically beneficial; increased focus on pursuing
options and opportunities related to transportation fuels and systems (including end -use
conservation); enhanced partnerships between government and non-governmental stakeholders
including congressional representatives to focus and accelerate economic development activities
related to the energy sector; and enhanced outreach and dialogue regarding energyrelated
options and opportunities for Idaho , both in the State and regionally. Forimplementation, we
recommend that this Plan be assessed and maintained yearly with the assistance of responsible
State agencies and their stakeholder groups.

Energy Plan Objectives
1. Ensure a secure, reliable and stable energy system for the citizensnd businesses of
Idaho.

2. , EPOUE D O w( ¥£dstieteryysupplph)and ensure access to affordable energy for
all Idahoans .

natural resources.

4. Promote sustainable economic growth, job creation , and rural economic
development.

5. / UOYPEIT wUOI 1T wOl EOVUwWI OUw( EET Oz Uwl O1 UT aw/ OOPEDI VwE
circumstances.

Recommended Policies and Actions

Electricity

RESOURCES
Policies

1. The State of Idaho should enablerobust development of a broad range of cost-effective
energy efficiency and power generation resources within environmentally sound
parameters.

2. Align legislative policies, regulatory policies, and state agency activity to consistently
reinforce and support state objectives regarding energy efficiency, energy production,
and delivery .
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3. When acquiring resources, Idaho and Idaho utilities should give priority to cost -effective
and prudent: (1) conservation, energy efficiency, and demand response and (2)
Ul O1 PEEOI wUI UOUUET UOwUI EOT 6PabOl wlOT ECwUOT 1T Ul WEOGOOI
requirements and that these resources play a role in addition to conventional resources in
xUOYPEDOT wi OUw( EET OzUwil 61 UT awdi 1 EU

4. Encourage the development of customer-owned and community -owned renewable
energy and combined heat and power facilities that meet the Energy Plan objectives of
the State of Idaho.

Actions

E-1. Idaho utilities should continue to acquire resources that are reliable, affordable,
cost-effective, and environmentally sound to meettheD UWE UUUOOT UUz wUT OU U WE (
long-term electricity needs.

E-2. Idaho investor -owned electric utilities should continue to conduct formal
Integrated Resource Planningor the individual board accepted equivalent for
public utilities to assess the relevant attributes of a diverse set of supplyside and
demand-side resource options and to continue to provide an opportunity for
public input into utility resource deci sions.

E-3.  Theldaho Public Utilites Commission ( PUC)E OE w( EET Oz GauisOPED x EO
and cooperative utility boards should ensure that their orders and actions are
consistent with the policies and objectives listed in the Idaho Energy Plan.

E-4. ( E E lef@atrld uiilities should continue evaluating transmission as a resource
option in resource planning and should continue participating in the
development of local, sub-regional and regional, national, and international
transmission plans to construct transmission facilities that are needed to provide
reliable, low -cost energy service to their customers

E-5 Idaho and Idaho utilities should continue to prepare resource plans that balance
a variety of attributes, costs, and risks, including the possibility of federal
regulations that impact resource portfolios .

E-6 The State of Idaho should encourage technologies that minimize emissions,
harmful pollutants, and consumptive use of water.

RENEWABLE GENERATION RESOURCES

Actions

E-7. Idaho should encourage costeffective investment in renewable generation and
combined heat and power facilities.

E-8. Energy project financing by the Idaho Energy Resources Authority should be
encouraged to promote energy and economic development.
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E-9. Idaho utilities should provide customers with the information and choices that
enable them to more effectively manage their electricity consumption.

E-10. In accordance with federal law, the Idaho PUC should continue to administer its
responsibilities under the Public Utility Regulatory Policy Act in a way that
encourages the costeffective development of customer-owned renewable
generation and combined heat and power facilities .

E-11. Itis Idaho policy to encourage investment in customer -owned generation;
therefore the Idaho PUC, utilities , municipalities, and cooperatives are
encouraged to ensure non-discriminatory policies for interconnection and net
metering.

E-12. Idaho utilities should continue to report annually to their retail customers their
sources of electricity generation.

CONVENTIONAL GENERATION RESOURCES
Actions

E-13. The Idaho PUC, the Office of Energy Resources, and the Department of
Environmental Quali ty should monitor the status of advanced energy generation
technologies to stay aware of opportunities and risks.

E-14. Idaho leaders, electric utilities and other energy-related companies, economic
development professionals, universities, other stakehold ers, and the Idaho
National Laboratory should work cooperatively to assess opportunities and risks
associated with development of commercial nuclear power and nuclear energy -
related services in Idaho and provide related recommendations.

E-15. Idaho should encourage the efficient use of water resources in all energy
generation.

TRANSMISSION
Policy

5. ltis Idaho policy to encourage a stable, robust, reliable transmission system in order
to provide reliable low -cost energy to Idaho consumers andfacilitate renewable
generation.

Actions

E-16. ldaho should continue participating in regional efforts aimed at increasing the
capability of the western transmission grid and bringing to Idaho the benefits of
cost-effective remote resources.

E-17.  Energy project financing by the Idaho Energy Resources Authority should be
encouraged to promote low -cost financing for transmission or distribution
projects that benefit Idaho citizens and promote economic development.
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Natural Gas

Policies

6. Itis Idaho policy to encourage the most effective use of natural gas and ensure that Idaho
consumers have access to a reliabléow -cost supply .

7. ltis Idaho policy to support responsible exploration and production of natural gas
supplies and the expansion of the transmission, storage, and distribution infrastructure.

Actions

NG-1. ldaho should encourageinvestments in natural gas supply resources, including
landfill methane, anaerobic digesters, and biomass methanein a manner that
protects property owners and the environment.

Petroleum and Transportation Fuels

Policies

8. ltis Idaho policy to promote the production and use of cost -effective and
environmentally sound alternative fuels.

9. ltis Idaho policy to promote conservation and efficiency as a means of reducing the

transportation fuel supply, and reducing transportation -related emissions.

10. Itis Idaho policy to support responsible exploration and pr oduction of petroleum
supplies and the expansion of transmission, storage and distribution infrastructure
benefiting ldaho.

ALTERNATIVE FUELS

Actions

T-1. Idaho should ensure that its state vehicle procurement rules promote purchases
of high efficiency, flex-fuel, and alternative fuel vehicles where cost-effective.

T-2. Idaho should encouragethe purchase of efficient, flex-fuel, and alternative fuel
vehicles.

T-3. Idaho should encourageinvestments in retail and wholesale alternative fuel

supply infra structure.

T-4. Idaho should promote research and development and business-university
partnerships to speed the commercialization of alternative fuel technologies.

TRANSPORTATION FUEL CONSERVATION
Actions

T-5. Idaho should encourage the install ation and operation of equipment that
reduces truck and tour bus idling.
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Conservation and Energy Efficiency

Actions

CE-1

CE-2.

CE-3.

CE-4.

CE-5.

CE-6.

CE-7.

CE-8.

CE-9.

CE-10.

All Idaho utilities should fully incorporate cost -effective conservation, energy
efficiency and demand response as priority resources in their Integrated
Resource Planning.

The Idaho PUC should encourage investor owned utilities (IOUs) to pursue cost
effective conservation in their service territories.

The Idaho PUC should establish and continue to periodically update an avoided -
cost benchmark for eachinvestor owned utility to be used in evaluating the cost -
effectiveness of conservation and renewable resource investments and in
calculating payments to Qualifying Facilities under the Public Utility R egulatory
Policy Act (PURPA).

The Idaho PUC should seek to eliminate disincentives that stand as barriers to

implementing cost -effective conservation measures. The PUC should consider
appropriate methods to avoid the disincentives associated with investor owned
utility conservation efforts. Options may include, but are not limited to:

i. Recovery of revenues lost due to reduced sales resulting from
conservation investments;

ii. Capitalization of conservation expenditures;

iii. A share of the netsocietal benefits attributable to the utiliUa z Uwl O1 UT a w
efficiency programs;

PDYbw OwbPOEUI EUI wPOwUT I wlUUPOPUazUwUI OUUOwWOC
savings targets are met

v. Decoupling of utility revenue from sales .

The Idaho PUC should support m arket transformation programs that provide
cost-effective energy savings to ldaho citizens.

The Idaho PUC and Idaho utilities should continue to adopt rate designs that
encourage more efficient and effective use of energy.

( EET 0z UwOU Gddpertivéeudlitids EnBuld annually report their
estimates of conservation in their service territories and their estimated savings

in electrical energy (MWh) and peak capacity (kW) during the lifetime of the
measures implemented.

Idaho should encourage investments in energy efficient technologies to the
extent practical.

Idaho should review international energy codes on a threeyear cycle as a
minimum for building energy efficiency standards and should provide technical
and financial assistance to local jurisdictions for implementation and
enforcement.

Stategovernment should:
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i. Demonstrate leadership by promoting cost-effective energy efficiency,
energy efficient products, use of renewable energy, and fostering
emerging technologies by increasing energy efficiency in State
government;

ii. Ensure that public facility procurement rules allow implementation of
cost-effective energy efficiency and small-scale generation at public
facilities;

iii. Collaborate with utilities, regulator s, legislators and other impacted

UUEOI T OOET UUWUOWEEYEOET wi Ol Ul awiii pEPI OEa
iv. Work to identify and address barriers and disincentives to increased

acquisition of energy conservation and efficiency; and

v. Educate government agencies,the private sector and the public about
the benefits and means to implement energy efficiency.

Energy Facility Siting
Policies

11. The Committee reiterates the recommendation from the 2007 Plan that Idaho state
agencies play a role in providing technical assistance to support local energy facility
siting decisions and that local jurisdictions make a reasonable effort to hear testimony
about the impact of proposed energy facilities from citizens and businesses in
neighboring jurisdictions.

Actions

S1. The Office of Energy Resources should ensure local officials are aware of the
Energy Facility Site Advisory Act, Section 672351, ldaho Code, and the
opportunity to establish Energy Facility Site Advisory Teams to provide
technical assistance when requested by local jurisdictions.

S2. Sponsors ofnew transmission line projects in Idaho should consider adopting
best practices from the siting of other transmission lines in the Western
Interconnection.

Economic Development

Policies
12. Pursue regional dialogue with neighboring states and provinces, with the goal of
pursuing common energy market economic development interests and
managing energy-related policy risk.
13. Continue to promote energy -related jobs and career opportunities for Idaho

citizens.
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Actions

ED-1. Encourage a broader engagement with the Center for Advanced Energy Studies
(CAES) to advance energyrelated technology commercialization, efficiency,
research and deployment.

Energy Outreach and Education

Policies

14. 1daho should raise the awarenessof energy challenges and opportunities in Idaho
through education and outreach.

Actions

EE-1. The Legislature and the State Board of Educationshould encourage schoolsto
provid e courses or workshops on energy systems,technologies, issues, and
approaches.

EE-2. The Office of Energy Resourcesshould be continued and shall work with the
ISEA and the Public Utilities Commission and should engage in public outreach
and education and work with Idaho energy stakeholders to promote a reliable,
diverse, costeffective and environmentally sound energy system for the benefit
of Idaho citizens and businesses.

EE-3. The Office of Energy Resourceswill report to the Legislature as requested by the
Legislature at least every two years and as requestedon the progress of Idaho
state agencies, energy providers and energy consumers in implementing the
recommendations in this Energy Plan.

EE-5. The Interim Committee recommends that the Legislature develop a process and
approach to continually update data and assess opportunities and risks on a
yearly basis and perform a complete revision of the Energy Plan on at least a
five-year basis.
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1. Intr oduction , Background and Context

1.1.INTRODUCTION
(Owl YYAOQwUT 1T w(EET Qw+1 1T PUOEUUUI zUw( 601 UPOw" OC
@? " OO O b dubhiittedqth# dirst integrated Idaho Energy Plan to the Idaho Governor and
Legislature for consideration, with an accompany ing Minority Report. ThisP OE Qw®? | YY A w

O6p0U0I 1 u

OT1T w?2]1 O1T UT awxPEOUUUT »wbOw( EET OOwxUOYPEI EWEOQwWOYI UYDI E
existing plans, and provided recommendations regarding policy, actions, and associated

DOx Ol Ol OUEUPOOwWUT EUwPOUOE WT I Ox whkle)déduie,u( EET OWEDUDAI C
sustainable energy while fostering economic growth in the State. As part of the 2007 Plan,

the Committee recommended (and HCR 013 [2007 session] required}hat the Legislature

revisit the Idaho Energy Plan every five years in an effort to assure that the factsare accurate

and current and that the recommendations contained in the Plan continue to reflect the best

interests of Idaho businesses and citizensas well as current conditions in the State. This 2012

update to the 2007 Plan is intendal to accomplish this goal.

As in 2007, today the Committee finds that Idaho citizens and businesses continue to benefit
from stable and secure access to affordable energy€.g., electricity and fuels for
transportation, space, and process heat). Ourstate utilities and businesses have made notable
progress in integrating abundant renewable energy into our energy networks, primarily in

the form of renewable electric generation; which was a policy objective of the 2007 Plan. State
government, businesses, andconsumers have shown leadership in developing innovative
ways to reduce energy consumption through energy efficiency measures. Of particular note
are the efforts of utilities and state government to help consumers reduce energy
consumption and efforts in t he business sector to do the same. Norgovernmental
organizations operating in the state, our Idaho universities, the Idaho National Laboratory,
and many businesses and private citizens have contributed significantly to advancing our
collective knowledge concerning energy issues, thereby feeding a healthy debate.

Energy issues will continue to grow in importance and impact fo r all Idahoans. Even with
significant energy efficiency and conservation measures, energy consumption in ldaho is
expected to increase substantially as our population increases andeconomic activity
increases This growth combined with uncertainties inhere nt in national energy markets
stemming from challenging demand patterns, resource availability, cost of infrastructure and
technology, life -cycle considerations for present generation sources, energy delivery and
transmission constraints, and environmental and other concernscreates both challenge and
opportunity in our energy future. As in 2007, a substantial percentage of the energy
consumed in Idaho (approximately 70%) is produced outside of ( E ET Oz Usuitiis@eotis] U
not necessarily a negative asit is imperative that Idaho businesses and citizens acquire the
lowest cost supplies where the markets allow. However, this exposescustomers to a degree
of vulnerability due to policy dec isions outside of their control, a consideration to be
addressed by the policy approach for our State.

3 Energy Information Administration SEDS, 2009 State Energy Data System Idaho (139.9 TBTUs production,
509 TBTUs consumption)
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With this recognition, the 2012 Idaho Energy Plan re-emphasizes the core objectives of the

2007Energy Plant to set the policy framework that will help enable a secure, reliable,

affordable energy supply network while pro tecting public health and safety and enhancing

economic competitiveness. Our focus is on thefive objectives O w( EET Oz Uwl O1 UT awi UOUUI

1. Ensure a secure, reliable and stable energy system for the citizens and businesses of
Idaho.

2. , EDPOUE D O w( £dstieferysupplph)dnd ensure access to affordable energy for
all Idahoans .

3. /UOUI EQw( EET Oz UwxBEEDOHERU U EBHQLIOQNED O WAT OUWE OE WE O
natural resources.

4. Promote sustainable economic growth, job creation and rural economic
development.

5 / UOYPET wUOI 1 wOl EOVUwWI OUw( EET Oz Uwl &1 UT aw/ OOPEDPI UwE
circumstances.

In the following pages, the Interim Committee provides data to establish a common basis for
policy direction; provides an assessment of options and opportunities; examinesrisks and
lessonslearned; provides a look-ahead at technology and policy issues that have the potential
to significantly impact our energy well -being; and offers policy guidance and

implementation processes that will help ensure an ongoing, structured, and productive

publi ¢ discourse on our energy future.

This is the 2012 Idaho Energy Plan.
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Table 1.1. FactsAbout Energy in Idaho

$4.9 billion Approximate amount Idaho (residential, commercial, industrial , and
transportation sectors) spent on energy in 2009

$4,500 Approximate average amount each Idaho household spent on energy (including
gasoline) in 2009

8t lowest (EET Oz UwEYI UET in@2d0g%ctntparél @ithe natiobdt dvérage

10% Share ofldaho median household income spent on energy in 2009

2nd lowest (EET Oz UWUEOQOWEOOOT wUOT 1T wi Pl UawUUEOUT Uwi

31st ( E E 1 réhk iamong all other states in percent of median household income
spent on energy (household energy bills / household income) including

transportation fuel

14t lowest (EET OzZUWUEOOWEOOOT wUOT 1T wi Il UawUUEUT Uwi

1112% Percent of increased energyefficiency and conservation savings by Idaho investor
owned utilities since 2004 due to increased energy efficiency and conservation
measurest

0 Total amount of coal, oil and natural gas produced in Idaho in 200 9

52% 21 EUT wOi2000deéric énergyusupply that was imported from out of state

50% 21 EUIl wOi2000dfkekrici€y Fuelmix that came from hydroelectricity

38% 21T EUT wOi2000dfkektrici€) Zuelwix that came from coal-fired power plants

3.4% 21 EUIT wOi2000dfekrici€) zupply that came from non -hydro renewable

energy sources

46.9% 21T EUT wOi2020dkeEtrci€) zupply that is expected to come from non -hydro
renewable energy sourcesbased on2011ldaho utility resource plans

19" highest ( EET Oz Uwli Ol &sladhard & thé staté Bddromyompared to other states

Note:Sources for this data can be found as it is referenced within the text.

42004 savings of 16.1MWh for all three utilities; 2010 savings of 196.8 MWh for all three utilities.
Information from their IRPs.
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This Energy Plan presents a broad set of consensus recommendations, encompassing nearly

every aspect of the Idaho energy industry. The recommendations range from general to very

specific, reflecting the fact that state authority is both limited and uneven. In some areas,

particularly with respect to investorowned | O1 EOUPEwUUPOPUDPI UOwUIT T wUUEUI z U
affords a substantial degree of latitude to establish policy that will affect major decisions. As

EwUl U0UOU0OwWUT T w" 6006PUUIT zUwUI EOOOI OEEUDPOOUWEUI wYl Uau
increasing the supply of electricity available to Idaho utilities and reducing the demand for

electricity by Idaho consumers. In other areas, particularly with respect to petroleum, the

UUEUT wi EUwODOPUI EWEEDPOPUAWUOWET I 1 EVwendationDa wWEOOEDPUDC
are limited to reducing demand and promoting conservation and other alternatives to

petroleum -based fuels. In all cases, the recommendations of this Energy Plan are forward

looking, and are not meant to assign credit or blame for past performance. Rather, they

Ul xUT UT O0wO0T 1T w"000PUUITT ZUWET U0wWI 1 1T OU0wUOwWOUUODOI wEC
that it set out at the beginning of its investigation.

The Committee intends this 2012ldaho Energy Plan to serve as a guide for all Idaho dtizens
and businesses in their decisions about energy production, delivery, and consumption. The
Committee recognizes that true success in achieving the energy policy objectives set out in
this Energy Plan will occur only when all Idaho citizens and busi nesses take some initiative
toward wise energy use on their own , rather than waiting for incentives or mandates from
state government.

1.2.POLICY CONTEXT FOR 2012IDAHO ENERGY PLAN
(EET Oz UWwOEUUwI OI U1 a nog7dyEtieudehs W uE D Y D € @risn Comantit@eu O U
on Energy, Environment and Technology in compliance with House Concurrent Resolution
(HCR) 625 ( OWEOOx OPEOET whPUT w' " 1wht wUl gUPUDOT wUT T w+l1 1 HUC
Plan a minimum of every five years, the Committee took this opportu nity to perform an in -
El xUOTl wi YEOUEUDPOOwWO! w( EET 0z Uwli Oheldgisiativg rtanifiod ® OO wWE UwU T E
HCR62UT I 1 UUwOOwUT T woOl T Ewi OUW?EOwWPOUI T UEUIT Ewl O1 UT awxO
i OUwWUT T wUUEUIT z Uwx OPb protests theheditiEdddséréyuotthelcitzéhaidf O E w
(EET 062 ww

The Committee took this opportunity to gather updated information concerning a broad
range of energy production, transmission, and use in Idaho, including electricity, natural gas,
transportation fuels, energy facility siting, economic development, and energy education.
This information provides the basis for energy policy guidelines contained in this Plan as
well as specific recommendations.

1.3.PROCESSUSED BY THE COMMITTEE TO DEVELOP THE 2012IDAHO
ENERGY PLAN
The Committee made a request tothe Office of Energy Resources and the Idaho Strategic
Energy Alliance (ISEA) to assist in the review and updating of the 2007 Idaho Energy Plan.
This request was accepted in a letter to the Committee CaChairmen on June 25, 2011. The
ISEA Board discussed the process to provide this assistance in its Board meeting on July 8,

5 http://www.legislature.idaho.gov/legislation/2010/HCR062.pdf

2012 ldaho Energy Plan 18



2011. Subsequentlythe ISEA reviewed the 2007 Plan contents and provided a draft update to
the Committee on September 28, 2011.

The Committee reviewed the draft material provided by the ISEA and conducted a thorough
public process in developing the recommendations of this Energy Plan. In fact over 120
comments were received by the Interim Committee from the public .

The Committee operated to the extent possible on a consensus basis. The goal of the Interim
Committee Co-Chairs was to develop a consensus set opolicy guidelines and specific
recommendations that the Committee could forward to the Legislature, the Executive

Branch, and various stakeholders.

1.4.ENERGY PLAN FINDINGS
The findings of the Committee are organized into three categories: Objectives, Policies and
Actions. The Energy Plan Objectives provide high -level guidance by outlining broad goals
that the Committee wishes to achieve for Idaho. Policies establish the direction that Idaho
should pursue in specific topic areas in order to achieve the Objectives, and Actions are
specific items that advance and implement the Policies. TheObjectives, Policies, and Actions
are described below, and a complete list of Committee recommendations is provided in
Chapter 6.

1.4.1.Energy Plan Objectives
The Committee established the Objectives for theenergy plan at the outset of its efforts. The
"OO0OPUUI ltigetfar this Rriergy Plan are to:

1. Ensure a secure, reliabbnd stable energy system for the citizens and businesses of Idaho;

2. , EDP OUE b O wtokt Ede@ysUbplpaidensure access to affordable energy for all
Idahoans;

3. /UOU0I E0w( EET &eyrn®@bEObPEWIEEOUODDUOOOTI OUWEOEWEOOU
resources;

4. Promote sustainable economic growth, job creasiod rural economic development; and
5 / UOYDPET wUOI 1T wOl EOVwWI OUwW( EET Oz Uwi 01 Ul awxOOPEDI VUwE

1.4.2. Accomplishments Since 2007
The 2007 Idaho Energy Plart issued in March 2007 contains 18 policies and 44 recommended
actions to assist in the implementation of stated policies. The policies and recommendations
were organized in the following subject areas: Electricity, Natural Gas, Petroleum and
Transportation Fuels, Energy Facility Siting, and Implementation. As required by one of the
recommended actions, the Office of Energy Resources and the Idaho Public Utilities

6 |daho Legislature, 2007 Idaho Energy Plan Idaho Legislature, Energy, Environment and Technology
Interim Com mittee, March 11, 2007-
http://www.legislature.idaho.gov/sessioninfo/2007/energy_plan_0126.pdf
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Commission jointly issued a repo rt” in December 2009 to "report to the legislature every two
years on the progress of Idaho state agencies, energy providers and energy consumers in
implementing the recommendations.”" Of the 44 recommended actions 34 deal with
electricity, natural gas, facility siting, and implementation . Of this 34, only four have any real
impact on state funding, those related to tax incentives and those recommending incentives
for investments in non -traditional natural gas supply resources?

Table 1.2. Number of Recommended Policies and Actions in the 2007 Idaho
Energy Plan

Number of
Recommended:
Subject Area | Policies | Actions

Electricity 11 24
Natural Gas 2 3
Petroleum and

Transportation 3 10
Fuels

Energy Facilit

Siting ’ ’ 1 3
Implementation 1 4

It is recognized that the energy environment changes rapidly and that energy technology
continually evolves. As such, recommendations made at any point in time can age quickly.
While any assessment about whether or how recommendations were addressed is ®mewhat
subjective, a fair judgment is that approximately 19 of the 44 recommendation actions were
completed, partially completed, or are in progress; 25 of the recommended actions were not
implemented, could not be implemented, or are the responsibility of othersand not the party
identified in the action. Attempts were not made to implement some actions, such as
recommended incentives, due to changes in the economic situation not long after submission
of the 2007 Idaho Energy Plan.

The 2007 Idaho Enepgy Plan recognized the importance of energy to the citizens, businesses,
and industries in Idaho. Development of the plan and implementation of a portion of its
recommendations is a positive step in helping to secure Idaho's energy future. The current
plan builds upon this foundation and will consider recommendations and policy direction
from the 2007 Plan as well as propose new and revised recommendations.

7ldaho Office of Energy Resources and Idaho Public Utilities Commission, Report to the Idaho State
Leqislature December 2009 December 11, 2009.

8 Snake RiverAlliance Idaho Energy Plan Review:
http://www.snakeriveralliance.org/Portals/2/documents/Idaho%20Energy%20Plan%20Review_Snake%20Ri
ver%20Alliance_July%202011_2.pdf
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1.4.3.Recommended Policies and Actions

ELECTRICITY

Idaho citizens and businesses have benefited fom a stable, reliable and low-cost electricity
UUxxQawEGEwWUT PUw$ Ol UT aw/ OEQWEOT UwdOOUwUl EOOOI OEWOENC
electricity industry. At the same time, the Committee recognizes that investments in new

generating resources are beconng increasingly challenging due to volatile fuel costs and

POEUI EUDPOT wi OYPUOOO!I OUEOQWEOOGET UOUWEDBOEwWUT EVw( EET Oz Uu
nearly 40%of its electricity supply could leave the state vulnerable topotential carbon

regulation. Enhancing energy conservation and efficiency measuresand continuing to

support the further development of cost-effective in-state renewable energy resources in

OUET UwUOOwUIT EVET w( EET 0z U wdiredxpbweEdreintpbriardaSpesisok OU U1 EwWwE OEC
Idaho policy .

To that end, this Energy Plan recommends that state government play an active role in

facilitating the deployment of power generation and energy conservation resources that are

both cost-effective and environmentally sound. It recommends establishing cost-effective

conservation, energy efficiency, and demand response asthe high est priority resources. The

"O00PUUI T wOOU!T UwUT ECwUT 1 w/made substaétial prégiessingheiuU UD OB UDIT Uu
efforts to acquire cog-effective energy conservation and efficiency as well asrenewable

energy resources.

61 DOl wUT T w$ Ol UT aw/ OEOz Uwx UdeGbirerE of aedst@ffediiveimd U wOOWE OO UL
state energy conservation andefficiency, developing renewable energy, and balancing

resources, the Committee recognizes that conventional resources such as coal and natural gas

will continue to be needed to provide low -costelectricity service to Idahoansand

recommends that Idaho utilities continue to have access to a broad variety of resource

options. This Energy Plan emphasizes resource diversity as a means of minimizing the risks

associated with reliance on a particular fuel or resource type. For this reason, it endorseshe

Integrated Resource Planning processasthe appropriate vehicle for evaluating diverse

portfolios of resource options and providing for public involvement in utility resource

decisions.

The Plan also encourages monitoring new energy technologies and cooperation between
stakeholders to allow us to more quickly respond to possible opportunities and risks.

NATURAL GAS

Idaho is favorably located between two major natural gas supply basins and has historically
benefited from natural gas prices that are well below the national average. However, in 2011,
Idaho derives little economic benefit from the doll ars spent on natural gas although our
industries and consumers benefit greatly from the ready supply. Moreover, with growing
demand in the Northwest and new pipeline capacity between the Rocky Mountains , lucrative
OEUOI UUwPOwWUT T w- 6UUT 1 EUU wWE Ubasedmica laddvantade Overithe OE 1 w( EET O
next several years. This Energy Plan recommends that Idaho support responsible exploration
and production of natural gas and expansion of the natural gas infrastructure that serves
Idaho customers. It also recommends that Idaho reduce or defer the demand for imported
natural gas by promoting investments in natural gas conservation as well as alternative
sources ofnatural gas such as landfill methane ard biogas from anaerobic digesters. Finally,
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the Energy Plan recommends that Idaho encourage the most effectiveand efficient use of
natural gas.

PETROLEUM AND TRANSPORTATION FUELS

Petroleum fuels, the vast majority of which are used for transportation, constitute 39 percent®

Of w( EET-WZI0wIl @EUT a wEOOUUOxUDPOOS ww+DHOI wOEUUUEOWT EUOwh
fuels come from out of state.

(EET Oz UwEYI UET I wi BBth®oBRt@nang WD sadted) inP0E, Oudit ntlist be
noted that each stae has a different state fuel taxand that gasoline price rankings can change
rapidly and significantly (e.g., on 10/9/11, the price of regular gasoline in Idaho was
significantly above the national average - $3.690 pergallon vs. $3.396 per gallon)2o

( E E 1 stite ghsoline tax rateis currently 25cents per gallon, which has not increased since

199611" OOEDPOI EwPPUT WOOEEOQWEOOE wWI 1 ET1 UEOWUERT UOw( EET Oz Uwl
less than all surrounding states except for Montana and Wyoming. The average nationwide

tax collected on each gallon of gasoline sold at the retailstation is 49.5 cents. Of thattotal

amount, 18.4 cents per gallon goes to the federal government; theest ends up in state and

local government coffers. The amount of total gasoline taxes collected bystates can vary

widely, from just 26.4 cents per gallon in Alaska, to as much as 65.8cents per gallon in

Hawaii .22 It must be noted that Idaho has very little leverage over either the oil companies

responsible for the majority of petroleum consumption. As a result, the recommendations of
this Energy Plan focus on reducing demand for imported oil by encouraging the purchase of
high efficiency and alternative fuel vehicles, carpooling when possible, and public
transportation where practical .

There is considerable interest in using electricity as a transportation fuel with the first
modern mass market plug-in electric passenger vehicles (with the hybrid -electric Chevrolet
Volt and the full -electric Nissan Leaf) recently becoming available. While plug-in electric
vehicles are likely to be a small fraction of the market (estimated at about 1.4% of the global
light duty vehicle market in 2017 )3 they have important potential implications on electrical
generation, the transmission grid, and electricity costs. As such, plug-in electric vehicle
penetration in Ida ho and its effects should be monitored.

ENERGY EFFICIENCY AND CONSERVATION

The Committee finds that energy conservation and energy efficiency measures provide the
greatest economic and environmental benefits for Idaho (and enhanced economic
competitiveness for our businesses) and should beone of ( E ET Oz U prioriyiefietgy U
resources and thus it is a major focus of the 2012 Idaho Energy Plan. The Committeebelieves

9 Source: http://www.eia.gov/state/seds/hf.jsp?incfile=sep_use/total/use_tot_IDcb.html&mstate =Idaho

10 AAA Daily Fuel Gauge Report, http://fuelgaugereport.aaa.com/

11 http://www.idahogasprices.com/tax_info.aspx

12 hitp://www.api.org/aboutoilgas/gasoline/  and http://www.idahogasprices.com/USA_Tax_Map.aspx

13 Pike Research, Electric Vehicle Market Forecasts, 3Q 201http://www.pikeresearch.com/research/smart -
transportation/electric -vehicles
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on out-of-state energy sources. To this end, the Plarencouragesldaho utilities and the Idaho

PUC to pursue cost-effective energy efficiency measures and promotes the state leading this

effort in several ways, including removing barriers and promoting education.

ENERGY FACILITY SITI NG

The Committee evaluated the possibility of establishing a state level energy facility siting
body, but a majority of Commit tee members favor retaining energy facility siting decisions at
the local level. The Committee believes that a statelevel energy facility siting body is
unnecessary at this time.

At the same time, local officials may benefit from the technical expertis e and information of
state agencies when considering proposals to site large energy facilities in their communities.
This Energy Plan therefore recommends that state resources be made available in the form of
an Energy Facility Site Advisory Team, composed of key employees from a number of state
agencies, to provide information and advice at the request of local officials. The state role
would be advisory only; final decision -making authority should continue to rest with local
jurisdictions.

ECONOMIC DE VELOPMENT

Economic development considerations related to energy are multi -faceted. First, there can be
economic and jobs advantages in considering development of in -state generation and
transmission. Possibly of greater import for Idaho in the near term ar e the opportunities
associated with serving global energy markets with manufacturing and service industries for
which Idaho is strategically well placed. Third, the types of industries that we ch oose to
invest in attracting to Idaho will have an influence on energy availability and cost in Idaho.
This consideration should be factored into both energy and economic policy decisions. Given
these considerations, it is the policy of the State to support and encourage a factbased
dialogue on the costs, risks and benefits of various in -state generation options; to encourage
and support focused economic development activities that leverage Idaho business strengths
to build a strong and robust energy workforce and services and manufacturing industry; and
to consider energy consumption profiles and impacts as a factor in prioritizing economic
development incentives.

ENERGY OUTREACH AND EDUCATION

Energy production, manufacturing , and research is a fast growing and important industry
globally . Reliable, affordable energy supplies are not only critical to the functioning of a
modern economy, but are necessary to protect the public health and safety. Additionally, the
extraction, production , and distribution of energy generally hasE wOE U T 1 Eudnd tedrisU x U
of land use, water use, and other impacts. In short, the nature of the energy industry
necessitates a strong degree of public oversight, and state regulation ofinvestor-owned
electric and natural gas utilities places the state in a very acive role. Thus, the Committee
believes that it is crucial for state policymakers and the public to maintain consistent
oversight of the energy industry and to stay educated about the latest technological and
institutional developments.

To that end, the Committee recommends a number of steps to raise the profile of energy
issues within state government and to promote and oversee implementation of the
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recommendations of this Energy Plan. The Committee believes that enhanced public
education and outreach, and regular, organized public discourse on energy facts,
opportunities, trends , and risks will help position Idaho citizens, businesses, and policy
makers respond to the changing energy landscape with the best information available,
resulting in the highest value to all Idaho citizens.

To ensure that they continue to reflect the best interests of Idaho citizens and businessesthe
Committee also finds that it is important that the recommendations in this Energy Plan be
subject to an organized review on aregularly scheduled basis. While the Committee cannot
bind future Legislatures to a schedule for Energy Plan updates, the Committee recommends
that the plan be revisited and new recommendations dev eloped regularly (to match the rapid
changes in energyrelated opportunity and risk) , and that the Legislatures maintain a close
connection with the Idaho Strategic Energy Alliance and receive public input in order to
provide additional and regular expertise and information as needed.

1.4.4.Timeline for Implementing the Energy Plan Recommendations
The recommendations of this Plan include a variety of proposals aimed at a number of
different parties in Idaho's energy space. The Committee's recommended timeline for
implementation of these proposals varies depending upon the parties connected to the
recommendations. The Committee expects that some elements of the Energy Plan will be
implemented with legislative action during the 2012 Legislative Session. Actions involving
the PUC and Idaho utilities can begin now, but may take somewhat longer to fully
implement as new rules work their way through the PUC regulatory process and asutilities
update their integrated resource plans (IRP) and energy conservation programs.
Recommendations aimed at Idaho consumersmay take the longest to implement, as
consumers are generally slow to change their behavior and efforts to transform markets for
energy-consuming technologies can take many years. The Office of Energy Resource's
biennial reports should inform the Legisla ture about the progress that stakeholders are
making in implementing the recommendations of this Energy Plan.

2.( E E | Ederdy Gtatus

2.1.OVERVIEW
Historical data shows that economic growth and energy consumption are strongly and
positively correlated. As Idaho grows, so will the demand for energy . The St. Louis Federal
Reserve Bank reports that( E E | gébgsldomestic product over the 1997 to 2010 period grew
5.3 percent annually,** while the national gross domestic product grew only 2.3 percent 15 over
the same period. The growing economy meant increasing energy use. ldaho energy
consumption (transportation, heat, light , and power) grew 1.2 percent annually 16 over the
1990 to 2009 period. By comparison national energy consumption grew 0.6 percent
annually 17 over the same period. Energy use in Idaho reflects both a growing economy and

14 http://research.stlouisfed.org/fred2/series/IDNGSP

15 http://research.stlouisfed.org/fred2/series/USARGDPQDSNAQ

16 U.S. Enegy Information Administration,
www.eia.gov/state/seds/hf.jsp?incfile=sep_use/total/use_tot_IDch.html&mstate=ldaho

17U.S. Energy Information Administration, http://www.eia.gov/state/seds/seds -data-complete.cfm#ranking
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the nature of agriculture and industry within the state, along with the native climate.
Consequently, the health of Idahoz &€conomy today depends on access toaffordable energy
resources

While Idaho has some of the lowest electricity prices in the nation and the world 18,
transportation fuel and natural gas prices tend to follow global and national markets. Over
the past two decades the price of transportation fuel has risen at apace similar to other
prices.1®

Figure 2.1. Gasoline Prices versus Consumer Price Index
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Looking forward , the price of gasoline is expected to continue rising as the cost of production
from deeper wells in increasingly remote locations pushes up prices and global demand
increases significantly. These global supply and demand pressures will likely impact Idaho
significantly .

In contrast, industry experts anticipate the future price of natural gas could rise at a slower
pace than crude oil. New hydraulic ?fracking? technology enables natural gas production at
lower cost than historic norms, and has opened newsupplies of natural gas that have
increased U.S. proven reserves substantially While new technology is expanding production,
demand for natural gas is likewise expanding faster than was the case a decade ago. Across
the nation power generation has driven up consumption of natural gas 3% annually for the
last decade?® There are a number of reasons to believe this pattern will persist. Over the past
El EEEl wOEUUUEOWI EUwxOPIT Uwx OEOUUWI EYT wET T OwUT T wxUDOE
growing electricity need s. Additional natural gas power generation will be needed to replace
retirements of old power plants that lack necessary environmental controls to meet
government regulations.

18 SNL Energy Financial Focus, May 23, 2011, page 16.

19U.S. Energy Information Administration , www.eia.gov/petroleum/data.cfm#prices & U.S. Bureau of Labor
Statistics

20 New Projections for Oil and Natural Gas, Jason Stevens, Morningstar Stock Investor, July 2011, page 21.
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The price of electricity is a function of both national and regional factors. As noted above,
Idaho enjoys low electricity prices. This has been a historic advantage to Idaho that is
expected to persistas the state continues energy policies consistent with the past. Regional
power plants built in past decades, including hydro and coa I-fired plants, continue to
provide service at legacy prices. However, new power plants and power lines needed to
serve growing energy demand will pressure prices upward. The magnitude of price changes
is difficult to predict. The average price of electric ity in Idaho shows a high correlation with
overall price changes 2!

Figure 2.2. Electricity Prices versus Consumer Price Index
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The state produces about 25 percent of the energy it consumes, as shown ifrigure 2.3.22 Most of

the energy produced in Idaho comes from hydroelectricdams. 31 | wWUUEUI z UwUI OPEOET wOOwi
from neighboring states indicates that infrastructure maintenance and development such as

highway, rail, pipeline , and power lines are critical to support e conomic development.

21U.S. Energy Information Administration, www.eia.gov/electricity/data.cfm#sales & U.S. Bureau of Labor
Statistics
22U.S. Energy Information Administration, http://www.eia.gov/state/seds/sep_prod/ pdf/PT2_ID.pdf
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Figure 2.3. Energy Production and Consumption
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Idaho energy consumption is primarily a blend of electricity, natural gas, along with gasoline

and diesel. Gasolineand diesel provide about 31 percent of energy used in Idaho. Natural

gas provides about 16percentO1 wUT I wUUEUI z Uwl O1 UT aOwpkT BDOIT wi O1 ECUDPE
UUEUOIT z Garbughlybhalfaféthe electricity consumed in Idaho comes from neighboring

states.

Figure 2.4. ldaho Energy Resources
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23.S. Energy Information Administration,
www.eia.gov/state/seds/hf.jsp?incfile=sep_use/total/use_tot_IDcb.html&mstate=ldaho
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2.2.IDAHO UTILITIES AND ENERGY SYSTEMS

2.2.1.Electricity
Idaho consumers have access to low priced electric service as compared to other statess
shown in Figure 2.5.24

Consumers are served by threeinvestor owned | O1 EUUPEwWUUDOPUDI Uwp? (. 4 U2 AOuwli
utilities, and fourteen rural electric cooperatives. The three I0Us serve approximately 84

x 1 UET OU woO ieledititity ne€dsl £ THe retvainder is served by municipals and rural

cooperative utiliti es. Figure 2.6 shows the service territories of the IOUs and Figure 2.7

UT OPUWUT T wUT UYDET wUI UUDPUOUDITI Uwli w(stehigesBandOUODED x EOu
34).

24 Energy Information Administration, Average Retail Price of Electricity to Ultimate Consumer s, Table
5.6.B, http://www.eia.gov/electricity/monthly/index.cfm)
25 http://www.icua.coop/
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Figure 2.5. Statewide Average Electricity Price to Consumers

2010 Statewide Average Price to Ultimate
Customers (Cents per KWH)

Cents per KWH
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SourceAverage Regulated Retail Price of Electricity: 2010 and comparative historical data, Financial Focus SNL Energy, May
23, 2011, http://www.citizing.org/data/projects/workitgamaffordabilitycompetitiveoricing/RetailElectricityPrices.pdf

AVISTA CORPORATI ON

Avista is an investor owned electric and natural gas utility headquartered in Spokane,
Washington. Founded as the Washington Water Power Company in 1889, it changed its
name to Avista Corporation in
1999. Currently, Avista serves
over 200,000 electricand natural

T EVWEUU0OOT UUwbO
and central regions, and is the
second largest electricity

provider in Idaho. Electric
customers receive a mix of
hydroelectric, natural gas, coal,
biomass, and wind generation
delivered over 2,100 miles of
transmission line and 17,000 http://www.avistautilities.com/inside/resources/pages/default.asp
miles of distribution line. About

half of Avista's electricity comes from hydropower resources that provide a significant price
benefit for its customers. Natural gas is delivered over 6,100 miles of natural gas distribution
mains. Avista has a portfolio of hydroelectric resources located in western Mo ntana, eastern

Avista's Typical Resource Mi
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Washington, and north ern Idaho; ownership shares of Montana coal plants; and natural gas-
fired baseload andcapacity in Idaho, Oregon, and Washington.z2¢

IDAHO POWER COMPANY

Founded in 1916, the Idaho Power Company serves490,000customers in southern Idaho and
easternOregon across a 24,000 square mile service territory Headquartered in Boise, Idaho,

Idaho Power’s Typical Resource Mix Idaho Power is the largest

provider of electricity in the

state. With its 17 low-cost,

emission-free hydroelectric

projects at the core of its

generation portfolio, it is one

Ol wUOT 1 wOBWaOrOz Uwi 1 buw
owned utilities with a

significant hydroelectric

generating base. The hart of

this system isthe 1,167 MW

Hells Canyon Complex. Other re sources include baseload coal facilities located in Wyoming,

Oregon, and Nevada. ldaho Power also has natural gasfired combustion turbines and a

natural gas-fired combined cycle project that is scheduled to be placed in service in 2012, all

located in Idaho. In addition to its company -owned resources,( EET Ow/ Ob1 HigeUwUUx x O &
portfolio includes several long -term contracts with wind and geothermal facilities and it has

contracts with 116 PURPA projects, including over 650 MW of wind generation.??

Geothermal 0.4%
Biomass 0.5%

Hydro 51%

q Coal 41.9%
Wind2.7% ~

Matural Gas 2.8% Other 0.8%

hitp:itww. idahopower.comishoutUsiCompanyinformationfF actsitypical_fueliix.cfm

PACIFICORP / ROCKY MOUNTAIN POWER

PacifiCorp serves retail customers in six western states: Washington, Oregon, Idaho,
Wyoming, Utah , and California. PacifiCorp serves over 1.7 million customers across its
136,000 square mile service
territory. PacifiCorp was
founded in 1910 as Pacific 2%
Power & Light, and changed Renewables

its name to PacifiCorp in
1984. PacifiCorp began
operating in Idaho in 1989
through its mer ger with the
Utah Power & Light
Company, which began
serving customers in Idaho
in 191228 PacifiCorp was
purchased by Mid -American
Corporation in 2006, and
subsequently changed the name of its eastside retail operating division to Rocky Mountain

PacifiCorp Expected Load and Resource Bala
Interruptible

http://www.pacificorp.com/content/dam/pacificorp/doc/Energy_Sources/Int

26 Avista 2011 IRP.
27 http://www.idahopower.com/AboutUs/Companyinformation  /Facts/default.cfm
28 http://www.rockymountainpower.net/about/cf.html
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Power. Rocky Mountain Power serve s 72,348customers in southern Idaho (approximately

four percentof/ E E DI Btbtd tlistamer base). PacifiCorp owns 78 generating plants

capable of 10,483 MW of net generation capacity, including coal, hydroelectric, natural gas,

and wind resources. As a stand-alone utility, PacifiCorp is second only to Mid -American

Energy Company in the ownership of wind generation. Wind, hydro, geothermal and other

non carbon-emitting resources currently make up approximately 24 percent of Pacii " OUx z Uw
owned and contracted generating capacity, accounting for nearly 10 percent of total energy

output. At year-end 2010, PacifiCorp had more than 1,000 megawatts of owned wind

generation capacity and long-term purchase agreements for more than 600 me@watts from

wind projects owned by others. 20

MUNICIPALS AND COOPE RATIVES

There are 28 rural electric cooperatives and municipalities providing electric service in Idaho.
These utilities serve more than 120,000 customers throughoutldaho, accounting for 16

x1T UET QU0 wOI wNoktBfithése Wilities@@ldbdrate under the Idaho Consumer Owned
Utilities Association on issues of administrative, governmental , and regulatory significance.

Thesemunicipal and cooperative utilities are customers of the Bonnev ille Power
EODP OB U U UE U:mBnogides 95% of Kie wholesale electric power requirements of
these utilities. The new BPA contracts with service scheduled for October 1, 2011, are based
upon a tiered rate methodology. Under these contracts, BPA has fully allocated the federal
UauUUl OWEOEwWxUOYPETI Ewl EET wUOUDPOPUawPDUT wbUUwW?UT EUIT 2 wC
EOUUwWI OUwUOT PUwxOP1T UwUl OW?EVWEOUU? wOil wUOT 1T wi RPUUDOT wi
responsible to provide resource for electric demands in excess of that allocation (tier two
power). Tier two power can be acquired by each utility from a variety of resources including
but not limited to , utility owned, individual purchase, joint action development or purchase,
or through BPA at a tier two rate (based on the cost of the resource acquired to meet these
load growth demand. Historically , these utilities have relied upon BPA to provide most or
all of the energy neededU O wUT UYT wUOT T wUOUDPOPUDI Uz wOOEEUG

As a requirement of their BPA contract, the power rate for utilities includes an allocation for
energy efficiency and conservation that will be paid back to the utility upon completion of
approved energy efficiency measures. The BPA targets for regional energy efficiency are
based upon the integrated regional plan of the Northwest Power and Conservation Council
(the Northwest Power Plan).

29 http://www.midamericanenergy.com/newsroom/aspx/facts9.aspx
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BONNEVILLE POWER

ADMINISTRATION BPA's Typical Resource Mi
BPA is afederal power marketing Nuclear
5%

agency in the United States
Department of Energy. Although
BPA is part of the U.S. Department
of Energy, it is self-funding and
covers its costs by selling its
products and services. BPA
markets the power from 31 federal
hydroelectric dams on the
Columbia River and its tributaries,
as well as additional power from
non-federal dams and from the 1,200 MW Columbia Generating Station nuclear power plant

in Richland, Washington. These resources are referred to collectively as the Federal
"OOUOGEPEwWLIDYI Uw/ Ob1 Uhexans are dperapsdl by'the U.S.2AKNy Corps

of Engineers and the Bureau of Reclamation.About 30 percent of the electric power used in

the Northwest comes from BPA. BPA also operates and maintains aboutthree-fourths of the
high-voltage transmission in its service territory , which includes Idaho, Oregon,

Washington, western Montana and small parts of eastern Montana, California, Nevada, Utah

and Wyoming and covers over 300,000 square miles 2 Idaho accounts for approximately five

x1T UET OUwOI wBPA also Pravidés Bdndiits to residential and small farm customers

of IOUs within its service t erritories, and provides energy service to a handful of industrial

EUUUOOTI UUwOOOPOWEUW?# P01 EVw21 UYPET w( OEVUUUUDI U286

http://iwww.bpa.gov/power/pgp/whitebook/2010/WhiteBook2010_Summa

30 http://www.bpa.gov/corporate/aboutBPA/Facts/FactDocs/BPA_Facts_2010.pdf
312010 Pacific Northwest Loads and Resources Study(2010 White Book):
http://www.bpa.gov/power/pgp/whitebook/2010/

32 http://www.bpa.gov/corporate/about_ BPA/Facts/FactDocs/BPA_Facts_2010.pdf
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Figure 2.6. Service Territories of Idaho's Investor Owned Utilities
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Figure 2.7. Service Territories of Idaho's Municipal and Cooperative Utilities
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Idaho utilities are interconnected with each other and with utilities in neighboring states in a
single power grid known as the Western Interconnection. EXxisting coordinated planning
requirements throughout the Western Interconnection on a local, sub-regional, and regional
basis ensure a reliable and adequate integrated systent3

Ingeneral,( EET Oz Uwl Ol EUUPEwWUUDPODPUDI UwEUI wUUENT EQwOOuwWI 1 EI
compliance monitoring and enforcement by Western Electricity Coordinating Counc il
(WECC). WECC is geographically the largest and most diverse of the eightregional entities

that monitor and enforce reliability requirements under an agreement with the North
LS

NERC WA American Electric Reliability
S — Corporation (NERC). NERC is certified
l\,\ |
by the Federal Energy Regulatory
Commission to establish and enforce
reliability standards for the bulk -power
system of North America.3#6 $" " z Uw
service territory extends from Canada
to Mexico. Itincludes the provinces of
Alberta and British Columbia, the
northern portion of Baja California,
Mexico, and all or a portion of the 14
Western states between. In addition to
its compliance role, WECC is
responsible for coordinating and promoting bulk electric system reliability in the Western
Interconnection and provides an environment for coordinating the operations and planning
activities of its members.35

In addition to WECC, 10Us are regulated by the Federal Energy Regulatory Commission
(FERC). The Federal Energy Regulatory Commission, or FERC, is an independent agery
that regulates the interstate transmission of electricity, natural gas, and oil. FERC also
reviews proposals to build
liquefied natural gas (LNG) ‘_
terminals and interstate natural
gas pipelines, as well as licensing ¥
hydropower projects. FERC
regulates interstate transmission
and wholesale sales of electricity in
interstate commerce, regulates the
transmission and sale of natural
gas and oil by pipeline for resale in
interstate commerce, and regulates
interstate energy markets. They
may have siting jurisd iction on energy projects in some cases. One of their primary
responsibilities is to protect the reliability of the high voltage interstate transmission system

FERC Jurisdictions

33E|ectric Power Annual 2009 - Data Tables Format 1990 2009 : Net Generation by State by Type of
Producer by Energy Source (EIA-906, EIA-920, and EIA-923)

34 http://www.nerc.com/

35 http://www.wecc.biz/About/Pages/default.aspx
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through mandatory reliability standards. %$ 1" z UwOBDUUPOOwWPUwWUOwW? EUUDPUUWEOO
reliable, efficient and sustainable energy services at a reasonable cost through appropriate

Ul T UOEUOUA wE OE BERE dd@s notagpioe Getaidsales prices of energy or the

physical construction of energy facilities ; this is left to the state utiliti es commissions. In

addition, FERC does not regulate nuclear facilities. This is left to the Nuclear Regulatory

Commission.3 FERC does not regulatethe Electric Reliability Council of Texas (ERCOT), as it

schedules and centrally dispatches the grid within a single control area that does not have

major transmission interconnections and is not synchronously connected to the Eastern or

Western Interconnection (it is a separate interconnection).

To summarize these regulatory bodies, FERC has federal authority over power system
reliability , NERC was assigned the role of writing the reliability standards to insure reliable
operation of the bulk power system in North America (including parts of Canada and
Mexico), and WECC is responsible for monitoring and insuring compliance with FERC and
NERC reliability standards in the western United States (including parts of Canada and
Mexico).

2.2.2.Natural Gas
Idaho is favorably located between two large natural gas supply basins: the Western
Canadian Sedimentary Basin (WCSB) in Alberta and British Columbia, and the Rocky
Mountain basins, encompassing portions of Colorado, Montana, Wyoming and Utah. Over
the near term, the production capacity of these two basins is expected to provide adequate
supply to meet demand in Idaho and the Pacific Northwest. Over the longer term, increasing
demand and expanded transportation capacity to more lucrative eastern markets are
expected to tighten the supply -demand balance for the region.

Natural gas is transported from these supply basins to Idaho by two interstate pipelines. The

Williams Companiesz w- OUUT 1 U0w/ BDx1 OBDOI wOUEOUxOUUUwWUUxxOPI1 Uuwi
10EQaw, OUOUEDPOWUI T POOWOOW( EET OO wPkNobhvestGTNE OU" EOEEE 7z L
pipeline delivers gas from the WCSB south to the Northwest and California. The Northwest

Pipeline is a bi-directional pipeline, with gas flowing into the pipeline from both ends in

British Columbia and the Rockies, and flowing out of the pipeline at various points in

between. Idaho therefore receives a mix of Canadian and Rockies gas from the Northwest

Pipeline, with the actual composition varying depending on relative pricing in the two

supply basins.37

Intermountain Gas (IGC) notes that regional cooperation is integral to their natural gas

service and planning. Their gas supplies come from the north, sourced out of western

Canada, and also from the southeast, mainly from the gas production areas in the Four

Corners/Rockies region. The ability to obtain natural gas from two distinct and separate

regions provides a supply security, and also provides some pricing flexibility, since the cost

of the commodity, its transmission cost, and storage costs will vary depending on the season

and customer usage. While their physical location provides IGC with operating and cost

EEYEOUET T UOwUT T wbUUUT woOi w?UlI T DOOEOwI Ol UT awOEOQEUEEXx I

36 http://www.ferc.gov/about/ferc -does.asp
37 http://www.eia.gov/publ/oil_gas/natural_gas/analysis_publications/ngpipeline/western.html
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much broader view coordinating all energy sources and systems needs to be developed.

Historically, natural gas prices in Idaho have been lower than those in most of the U.S. due to
limited transportation capacity that prevents gas from the WCSB and Rocky Mountain
regions from being diverted to major markets in the eastern U.S. Recently, transportation
capacity additions allowed gas once captive to the Northwest to flow to higher price markets
subjected Idaho customers tosimilar gas price increases and volatility experienced by the rest
of North America. This trend is expected to continue, with three major eastbound pipeline
expansions currently in development. These pipeline expansions, coupled with increasing
demand in the Northwest and across North America, are expected to erode the price
advantage Idaho has historically enjoyed.38

Idaho has two investor owned utilities , Avista Utilities and Inter mountain Gas Company,
which provide the majority of natural gas service in Idaho. Some additional gas service is
provided by Questar Gas.

AVISTA UTILITIES

Avista manages its natural gas operations through two operating divisions. The North

Division covers about 26,000 square miles, primarily in eastern Washington and northern

(EET O6w. YI UwWKYOYYYuwxl OxOl woODYI wbOw YPUUEzUw6 EUT POT
Division has about 74 miles of natural gas distribution mains and 5,000 miles of distribution

lines. Natural gas is received at more than 40 points along interstate pipelines and distributed

to over 219,000 residential, commercial and industrial customers. The South Division serves

four counties in southwest Oregon and one county in northeast Oregon. The combined

population of these two areas is over 480,000 residents. The South Division consists of about

67 miles of natural gas distribution mains and 2,000 miles of distribution lines. Natural gas is

received at more than 20 points along interstate pipelines and distributed to over 95,000

residential, commercial, and industrial customers. Of the Avista customers who purchase

EPUI EVUOa wi OUWET O0PYI1 Ua wU éuwE A Up<«tul OEQ BudD usEOIED< O DI RUDIGREC
percent are residential. 30

Avista can access both Canadian and Rocky Mountain supplies via firm transportation
capacity it holds on the Northwest and GTN pipelines. In addition, Avista hold rights to the
indicates that the number of customers in Washington and Idaho is projected to increase at
an average annual rate of 2.2 percent with demand growing at a compounded average
annual rate of 1.0 percent. In Oregon, the number of customers is projected b increase at an

average annual rate of 2.5 percent, with demand growing 1.4 percent per year.40

38 For more details, please see: IPUC Annual Report 2010 Idaho Natural Gas Utilities,
http://www.puc.state.id.us/ar2010/gas.pdf

39 Avista Utilities Natural Gas 2009 IRP:
http://www.avistautilities.com/inside/resources/irp/electric/Documents/2009%20Natural%20Gas%20IRP -
FINAL.pdf

40 |bid., page 3.10
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INTERMOUNTAIN GAS CO MPANY (IGC)

Intermountain Gas is a natural gas distribution company , which was incorporated in 1950
and began serving its first five customers on December 31, 1955.Intermountain Gas
Company now serves all of southern Idaho; a total of 74 cities across 60,000 square miles.
They serve approximately 280,000 residential, 30000 commercial, and 114 industrial
customers. Industrial and transportation customers, including potato processors, chemical
system. The residential and commercial sectors comprise 38 and 19 percent, respectively.
The major natural gas electrical generation facilities are located in Mountain Home and near
%UUPUOEOEOwW( EET OOWEOEWEUI wOOUw( &" wEUUUOOI UUOWEUUWUE
Williams Northwest Pipeline Company. IGC is a local distribution company, which connects
to the Williams Northwest Pipeline across southern Idaho, and delivers gas to customers. 4
In addition to owning firm capacity on interstate pipelines, IGC owns and operates the
Nampa liquefied natural gas storage facility, and also owns storage rights at the Jackson
Prairie and Plymouth facilities. 1GC projects that peak demand on its system will grow from
416 MDth/d in 2007 to 494 MDth/d in 2011, which is an annual growth rate of 4.3 percent.42
IGC is a wholly -owned subsidiary of MDU Resources Group (MDU), located in Bismarck,
North Dakota. MDU purchased IGC from its private owners in 2008.

QUESTAR GAS

Questar Gas provides natural gas service to residential,commercial and industrial customers

in northern, central and southwestern Utah, southwestern Wyoming and southeastern Idaho.

Questar Gas based in Salt Lake City,provides natural gas service to approximately 1,750

customers in Franklin County in southeastern Idaho. 43 Idaho has elected to allow the Utah

/| UEOPEwW21 UYPET w" 6606PUUPOOWUOwWUI T UOGEUT woUIT UUEUZUwWEEC

Figure 2.8 shows the major natural gas infrastructure in Idaho and Idaho utility service
territories.

41 http://www.intgas.com/aboutigc/aboutige.html

42 Intermountain Gas 2010 IRP:

http://www.puc.idaho.gov/internet/cases/gas/INT/INT G1004/201009012010%20IRP.PDF
43 http://www.questargas.com/AreaMap/ServiceMap.php
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Figure 2.8. Western U.S. Interstate Natural Gas Pipeline System and Natural Gas Service

Territories
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2.23. Petroleum and Transportation Fuels
Idaho has arelatively small fuel market, lack of refineries and limited pipeli ne infrastructure .
The Chevron pipeline connects Salt Lake City with Pocatello, Burley, and Boise before
continuing on to Pasco, Washington. A single pipeline then continues from Pasco to
Spokane, Washington, delivering fuel to northern Idaho. Additional supplies originate a t
three refineries in the Billings, Montana area and are transported to Spokane via the
81 OOOPUUOOT w/ Dx1 OPOl ww wWUOEOOwWxOUUDPOOWOI w( EET Oz Uwl
northwestern Washington. This fuel is transported to Portland via the Olympic Pipe line,
where it is loaded onto barges and transported up the Columbia River -Snake River System to
Lewiston.

Figure 2.9. Transportation Fuel Pipelines and Refineries Serving Idaho
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http://darkmountain.ea.govtools.us/documents/Overview_QOil_Industry.pdf

2.3. IDAHO RESOURCES
Idaho currently has no commercial coal, oil or natural gas resourceextraction operations
(although natu ral gas exploration and test wells have been drilled and production is
anticipated to begin in late 2011) Idaho does have avariety of renewable resources available
for potential development, including wind and small hydro power , geothermal, biomass and
solar energy. Idaho does not have commercial nuclear generating assets or uranium
resources (although neighboring states and Canadian provinces do).

2.31. Fossil Fuels
Idaho currently has no in-state production of coal, natural gas, or petroleum, although active
exploration of natural gas is currently underway near Payette 8 ww ( EwErenOratiral gas
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and liquefied hydrocarbon products are imported from supply in the Western Canadian

Sedimentary Basin and the U.S. Rocky Mountains. Idaho also has no direfineries, so all of

(EET Oz Uwl EUOODOI OWEPIT Ul OWEOEwWOUT 1 Uwxl DUOOI UOwOI 1T EUu
products, mostly via pipeline from refineries in Salt Lake City and Billings, Montana. ldaho

utilities do own coal -fired power plants that supply approximately 40 percent“Oi w( EET Oz Uuw
electricity; however, all of these plants are located in neighboring states. As a result,

approximately 70percentsOi w( EET O z-usauidhérdy is Qarive®ftom imported fossil

fuels.

Fossil fuels have historically been the leastcostly and most reliable source of energy. Yet

todayOw( EET Oz UwUI OPEOET wOOwWwhbOxOUUI Ewi OWuebdfuel Ul OUwx OEE
price volatility. Political instability in the Middle East and other areas of the world is now

directly felt in the pocketbooks of Idaho consumers through high and volatile oil prices .

Rising demand from rapidly -developing economies such asthose in China and India are

placing increasing demand pressure on world crude oil , regional coal, and to a lesser extent

natural gas.

Coal is found in abundance in the United StatesOwbp D UT wUOT 1 wOEUDPOOZ UWOEUT 1 UUWE(
(Wyoming) and largest coal resources (Montana) in close proximity to Idaho. The increasing
attention paid to global climate change has led to mounting calls for federal regulation of
carbon dioxide and other greenhouse gas emissions and the U.S Environmental Protection
Agency (US EPA) has beenincreasingly active in regulating power plant emissions . This
substantially impacts generation costs and available options today and in the future, creating
significant doubt regarding the viability of new coal based generation and the future of
existing coal-fired generation. New technologies may alleviate these risks. Coal gasification ¢
the chemical conversion of coal into hydrogen and carbon monoxide gast is a promising
technology that would facilitate carbon dioxide sequestration while simultaneous ly reducing
emissions of other criteria pollutants relative to conventional coal -fired steam facilities.
However, the technology has not yet been proven, and there is considerable uncertainty
about the ultimate cost of power plants relying on coal gasifica tion.

The Rocky Mountain West, particularly Utah, Colorado, and Wyoming contains enormous
Ul UT UYT UwoOil woil UOT 1 OWEOOUEDPOI EwbOwUI EPOI OUEUVUawEIT xOUE
The U.S. Geological Survey estimates that there may be approximately 3 trillion barrels of oil

equivalent in such deposits in Utah, Wyoming and Colorado, and possibly 1.5 trillion barrels

of recoverable oil equivalent. Although this resource is not presently being commercially

developed, any future development would likely have s ignificant implications for regional

oil supply, price, and economic development.

The fossil energy resources in the western US. (conventional and unconventional gas and oil
and coal) are considerable. Although only a very small fraction of these resources are within
Idaho, our proximity to these supply areas and transmission systems means that

44 Investor owned Utilities Information: Each utilities FERC Form 1 ( http://www.ferc.gov/docs -
filing/forms.asp ) and http://www.eia.gov/cneaf/electricity/page/eia861.html (for percent of Idaho load
served); for BPA
http://www.bpa.gov/power/pgp/whitebook/2010/WhiteBook2010_SummaryDocument_Final.pdf

45 Energy Information Administration SEDS, State Energy Data System Idaho (139.9 TBTUs production, 509
TBTUs consumption)
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prospects.

2.32. Hydroelectricity
Idaho has over 140existing hydro plants with combined capacity of approximately 2,500
MW. The largest hydroelectric projects are the 1,167 MW Hells Canyon Complex owned by
Idaho Power and the 400 MW Dworshak dam operated by the U.S. Army Corps of Engineers.
Idaho dams produce approximately 1,300 aMW of electricity in an average year,
approximately half O w( EZ108ectticity consumption.# 6 1 DOl w( EET Oz UwdOUUwx UO O
hydroelectric sites have already been developed, an Idaho National Laboratory ( INL ) site-
based assesment study resulted in the identification of 373addition al Idaho hydro projects
having a combined capacity increase potential of 1,655 MW 47 Sixty-eight percent of these
projects are small in size, less than 5 MW, and include upgrades at existing hydropower sites
as well as newly identified potential sites listed in the INL assessment. Note that a wide
combination of attributes can result in a lower suitability factor. M ultiple environmental and
regulatory considerations would reduce the likelihood that a site may be developed to its
physical potential.

Hydroelectric energy is renewable and emits no pollutants or greenhouse gases. However,

the amount of energy available in a given year can vary widely due to variations in rainfall

and mountain snowpack. The energy output profile is highly seasonal, peaking during the

spring runoff and declining in the late summer and fall. Recent analyses hae also suggested

that climate changes can significantly alter hydro -generation through decreased snowpack

and the timing of snowmelt. New hydro resources without significant reservoir storage

would compound the seasonal natureO1 wOT 1 w- OUUT pbydid tkgolrcelba&s® U U D OT wi
potentially reducing their attractivenessrelative to other resources.#8

2.33. Wind
Wind energy is now responsible for nearly two and one-half percent* of U.S. electridty
produced. Over 42,000 MW of nameplate wind was in operation at the end of June 2011
with another 7,400MW (nameplate) under construction .5 ldaho has experienced a wind
construction boom, growing from 75 MW at the end of 2008 to nameplate capacities ofnearly
350 MW by mid -2011, with the total expected to reach nearly 500 MW by the end of 201151

46 |daho Strategic Energy Alliance Hydropower Task Force Report, May 2009, Appendix F, Idaho Strategic

Energy Alliance Hydropower Task Force Report, May 2009, Appendix F

479U.S. Hydropower Resource Assessmentfor IdahoO Alisbn M. Conner , et al., Published August 1998,

Idaho National Engineering and Environmental Laborat ory,

http://hydropower.inl.gov/resourceassessment/pdfs/states/id.pdf

48 For more information please see the Idaho Strategic Energy Alliance Hydropower Task Force Report,
http://www.energy.idaho.gov/energyalliance/taskforce.htm and( EET Ow- EUDOOEOQwW+ EEOUEUOUA wap( - +
"AEUOxOPI Uwll UOUUETI w UUI UUOTI OCwi OUw( EET 02 0w U1l UUUwWhNNWOwW
http://hydropower.inl.gov/resourceassessment/pdfs/states/id.pdf

49 Energy Information Administration, 2010 calendar year statistics from EIA -923 January- December

50 American Wind Energy Association (AWEA)

http://www.awea.org/learnabout/publications/reports/upload/2Q -2011-Public-Market -Report.pdf

51 Renewable Northwest Project, http://rnp.org/project_map
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An additional 150 MW (nameplate capacity) of wind projects are under construction in Idaho
as of August 201152

Approximately four percent of ( E E T tédat nameplate capacity 2010 generationcapacity
came from wind generation, and its share should more than double to around 10 percent in
2011% Recent wind mapping studies estimate that Idaho has approximately 25,000 MW of
wind generation potential, the 13t largest potential in the U.S.54 The most readily available
wind resources in Idaho are located in the Snake River Plain and the surrounding hills and
ridges. The eastern end of the Plain in particular has seen high interest for wind
development. s

Wind energy produces no emissions of criteria pollutants or carbon dioxide and it reduces
the need to burn fossil fuels. However, it is an intermittent resource producing energy only
when the wind blows. Because of this intermittent nature, wind generators cannot be
dispatched or counted on to produce at their nameplate capacity during times of high energy
demand, or at any other particular time for that matter. The consequence is that dispatchable
resources must beready to meet actual customer loadsbefore the wind picks up and after it

capacity is counted as firm capacity in a utilities resource planning.s®

2.34. Geothermal
&1 OUT T UOEOwI Ol UT awlUPOPAal UwOT 1 wl EV0UT ZUWEEUOGEEOUWT I E
wells into reservoirs and pumping hot water to the surface. The heat is extracted and used to
generate electric power orto provide space heating then the water is injected back into the
reservoir to be reheated. Idaho ranks high in its potential for geothermal re sources. An
estimated 855 megawatis of near-market, reasonably priced geothermal power potential
exists in Idaho.57 Only California and Nevada rank higher than Idaho.

Currently Idaho has one operating geothermal power plant at Raft River in Cassia County .
This plant is designed to provide 13 MW (net) of capacity. The Raft River project expects to
add two or more 13 MW power plant modules in the coming years and may one day produce
up to 100 MW. In May 2010, the IPUC approved a power purchase agreement fa
approximately 22 MW of generation from the Neal Hot Sp rings Geothermal Project located in
eastern Oregon. The Neal Hot Springs project is under development and is expected to begin
commercial operations in 201258

52 Renewable Northwest Project, http://rnp.org/project_map

53 See footnote 44for source of 2010 statistic; 2011 statistic is @snated based on the growth in nameplate
capacity referenced in footnote 46.

54 Wind Task Force Initial Mandate Resporniedhe Idaho Strategic Energy Alliance, February 2009, page 7.
55 http://awea.org/learnabout/publications/upload/1Q -11-ldaho.pdf

56 The Northwest Power Planning Council Sixth Northwest Conservation and Electric Power Plan
Appendix D: Wholesale Electricity Price Forecast, page D-8,
http://www.nwcouncil.org/energy/powerplan/6/final/SixthPowerPlan_Appendix_D.pdf

January 2006.

58 http://www.idahopower.com/pdfs/AboutUs/PlanningForFuture/irp/2011/2011IRPFINAL.pdf ~ (Page 33
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Idaho has a number of sites that can be eéveloped for geothermal power generation. U.S.
&1 OUT 1 UOGE Oz Uw- I E O urcdipdrat@s nénvipanerplant teobrivibgy previding
for modularity , leading to lower cost and a higher efficiency power conversion cycle. The
most advanced potential sitesin Idaho are the Crane Creek area near Weiser in Washington
County, the Roystone Hot Springs areanear Sweet and the Magic Reservoir areanear
Hailey. Given sufficient exploration, t hermal springs and geothermal resources located in
Blaine, Owyhee, Lemhi, Valley, Bannock, and Camas counties may provide future power
generation development opportunities for Idaho. %°

The benefits of geothermal energy include reliable baseload 24 x 7 power generation,
sustainable low operating costs, superior online availability, and minimal environmental
impacts. An obstacle to development of this power source is the upfront risk s associated
with drilling expensive wells to prove a reservoir. Continued long -term federal tax incentives
have beennecessary to overcomethese risks. Lower-temperature geothermal resources are
also used in many parts of Idaho for various end uses such as space heating, aquaculture,
greenhouses, and recreation. These applications are already substantial and have undergone
expansion as denonstrated by recently bringing geothermal space heating to the Boise State
University campus in the new College of Business and Economicsbuilding.

2.35. Bioenergy
Idaho has abundant biomass resources that can be converted to energy. Sources gfotentially
sustainable biomass discussed below are forest residues, solid waste, oilseedsand
agricultural residues. A brief conclusion highlights the emerging opportunity of liquid
transportation fuels from biomass, and the two major challenges for expanding the use of
bioenergy and biofuels: high cost with no consideration of the full range of benefits, and
public acceptance®!

Forest Residues® Positioned behind i a EUOx Obpl UOwP OOEWEDPOI Ol UT awbUw( EET
homegrown energy product, producing eight percent of the energy consumed in the state®3

Some 40,000 households in Idaho ¢even percent of the total) use wood as their primary

heating source 84 Direct combustion of woody biomass in a steam boiler produces thermal

energy to heat buildings and to drive industrial processes, and can also generate electricity.

The University of Idaho has been heating the main campus in Moscow with sawmill residues

59 |daho Strategic Energy Alliance Geothermal Task Force Report, August 2009,
http://www.energy.idaho.gov/energyalliance/d/Geothermal%20Packet.pdf

60 For more information please see the Idaho Strategic Energy Alliance Geothermal Task Force Report,
http://www. energy.idaho.gov/energyalliance/taskforce.htm

61 Prepared by the Forestry/Biomass and Biofuels Task Forces, Idaho Strategic Energy Alliance,
http://www.energy.idaho.gov/energyalliance/taskforce.htm

62 Unless otherwise noted, data are from Wood Bienergy: Honegrown Baseload Energy for Idaho
Forestry/Biomass Task Force Report, Idaho Strategic Energy Alliance.
http://www.energy.idaho.gov/energyalliance/d/forest_packet.pdf

63 Energy Information Administration. State Energy Data System (SEDS). Table CT2. Primary Energy
Consumption Estimates, Selected Years, 1962009, Idaho. U.S. Dept. of Energy, Washington, D.C.
http://lwww.eia.gov/state/seds/hf.jsp?incfile=sep_use/total/use_tot_IDcb.html&mstate=ldaho

64U.S. Census Bureau. Idaho Selected Housing Characteristics.

http://factfinder.census.gov/servlet/ ADPTable?_bm=y& -geo_id=04000US16&
gr_name=ACS_2009_5YR_GO00_DP5YR4&s name=ACS_2009 5YR_GO00_-<&lang=en&-_sse=on
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for more than two decades, saving ldaho taxpayers upwards of $2 million per year,
depending on the price of natural gas that would otherwise heat campus buildings. With the
help of federal cost-share grants, several Idaho public schools have switched from fossil
energy to heating with modern wood boilers that meet air quality standards. Because

sawmill resid ues are already fully utilized, additional energy depends on other woody
biomass resources, or retrofitting existing uses for potential cogeneration of electricity. There
is an abundance of forest residues left in the woods after timber harvesting. This logging
slash consists primarily of tree tops and branches left in the woods to decompose orwhich is
piled and burned to reduce fire hazards. Although it is costly to transport this low -value
material off -site to an energy production facility, there is enou gh of it to sustainably provide
500,000 dry tons per year. This is sufficient to either heat 25 district energy systems
comparable in size to the University of Idaho, or to produce 50 MW of electricity, enough for
50,000 homes. Thred OU U UT U wO iest (efotrtedarelbmufieddrdl lands, but they provide
less than ten percent of the timber harvested each year. Many federal forests are overstocked
and thinning to reduce wildfire hazards is desirable. However, removing small -diameter
hazard trees is costly, and while the amount of thinning has increased markedly over the past
decade, much more of it is needed to address forest health and wildfire risks on federal lands.
If thinning occurs at the scale needed to modify wildfire behavior, another 500,000 dry tons
per year of woody biomass would be available as an energy resource. There are currently
eight community -based groups in Idaho working with local national forest managers to
develop projects for improving forest conditions. 65 These collaborative groups are the best
way forward for developing the social acceptance needed to support active management of
national forests and removal of additional timber.

Solid Waste. The decomposition of biomass produces biogas, a mixture of methane and trace
constituents. Idaho has three biogas production sources that are viable resources: waste
streams from food processing plants, dairy waste, and landfills. Food processing plants offer
a very small potential. The largest potential is to capture biogas from the state herds totaling
600,000 dairy animals, most of them in the Magic Valley where the generation of 10 MW from
the dairy waste biogas resource is possible.The Ada County Landfill generates 3.2 MW from
waste-to-gas operations, and Kootenai Countyz U w O E O Ertd® ©dialleriar®ount from
leachate (i.e., liquid draining from a landfill). Because wood and plastic deteriorate slowly,
these materials have low biogas potential and need to be sorted out from biogas operations®é
In a few larger municipalities some woo d is being sorted out of landfills and sold to biomass
processing facilities.

Oilseeds and Agricultural Residues. Idaho citizens used over 600 million gallons of gasoline

and 520 million gallons of diesel fuel in 2008. Except for a small amount of biodiesel, none of

this liquid fuel is producedin -UUEUI 6 w( EET Oz UWEDOOEUUWUI UOUUEITI UWEOBUO
impending need for renewable liquid transportation fuels driven by federal policy. 67 Federal

programs support corn -based ethanol and mandate the future production of advanced

521 1 w? ( BDEUOwH® UOOUEUDOOW/ EVUOT UUT Pxow w-1 0POUOWOI w" OOOEEOU
http://www.idahoforestpartners.org/main.html

66 SeeBiogas Generation and Use in IdaBiogas Task Force Report, Idaho Strategi&nergy Alliance.
http://www.energy.idaho.gov/energyalliance/d/biogas_resources_report.pdf

67 Seeldaho Biofuels Task Force Reptaho Strategic Energy Alliance.
http://www.energy.idaho.gov/energyalliance/d/biofuels_report.pdf
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biofuels (i.e., other than corn ethanol).s8 Agricultural science is reducing the residue left in the
fields after harvest by developing shorter wheat stalks.

Transportation Fuels. Technologies are emerging that use heat, chemicalsand
microorganisms to process cellulose-based materials into fuels and chemicals, thus paving
the way to using forest and agricultural residue streams, as well as significant portions of
municipal and industrial solid waste. The potential for developing aviation jet fuel from
biomass resources in the Pacific Northwest is a promising endeavor in which half of the new
jobs would be in feedstock production. ¢ The University of Idaho is involved in a four -state
research consortium called the Northwest Advanced Renewabl es Alliance (NARA) that will
help turn the promise of liquid jet fuel from wood into reality.

Challenges. Two factors inhibit the use of biomass to produce energy: 1) Costs are not
competitive with energy produced from other resources including fossil (p etroleum, natural
gas, and coal) and hydroelectric. This reflects high capital investment costs more than
operating costs. However, the benefits of energy security and local employment
opportunities are generally not factored into cost comparisons. Neither are benefits from
avoided costs associated with wildfire suppression, reduced waste streams, landfills , and
noxious odors, as well as reduced greenhouse gas emissions from substituting bioenergy for
fossil energy. 2) Public perception is that wood bioenergy may be unsustainable or
environmentally harmful, and that biofuels may damage cars and trucks. Additionally,
EEYOEEEawl UOUxUWEU]I whEUET DOT WEEUI 1 UOOawUiI 1 WEEEDPUDPOC
add to their portfolios of energy resources.

2.3.6.Nuclear
Nuclear power production continues to contribute substantially to United States electricity
UUxxO0aOwbbPUT WExxUORPOEUI Oawl YO wOl wOT 1T wOEUDPOOz Uwi O1 E
operating in 31 states’ Over the pasttwo decades, the operational performance of these
reactors has improved markedly 7%, as evidenced by an increase in operational capacity factors
from approximately 53% in 1980 to well over 90% today.?2 This improvement, and the related
safety record of the existing units, suggests maturity in the conduct of U.S.nuclear electric
generation in general. Spurred by financial incentives authorized by the 2005 Energy Policy
Act, new streamlined licensing designed to maintain safety while reducing the risk of
construction delays, and generally positive public sentiment about nuclear power, there has
been increasing business interest in expanding nuclear power deployment in the United
States. Since 2007, there have been 16 license applications filed to build new nucleaeactors
in the United States.”

68 See Renewable Fuels Standard (RFS), page 2 ignergy Independence and Security Act of 2007: A Summary of
Major Provisions CRS Report for Congress, Order Code RL34294, Congressional Research Service,
Washington, D.C. http://energy.senate.gov/public/_files/RL342941.pdf

69 SeePowering the Next Generatn of Flight Sustainable Aviation Fuels Northwest, 2011 Report, produced by
Climate Solutions, Kirkland, WA . An estimate of total potential jobs in a robust sustainable industry

producing biofuel for jet aircraft is not provided. Report is available onlin e athttp://www.safnw.com/

70 http://lwww.world  -nuclear.org/info/inf41.html

7t Nuclear Energy Institute, http://www.nei.org/keyissues/safetyandsecurity/

72 http://www.nei.org/resourcesandstats/nuclear_statistics/usnuclearpowerplants/

73 http://www.world -nuclear.org/info/inf41.html
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Although several developers have expressed interest in siting commercial nuclear generating
UUEUPOOUwWPOwW( EET OWEOEWUUUUOUOEDOT wUUEUT UwUT EVUwbOXEE
plans involving merchant generators o r Idaho utilities to do so at the present time.
Technology maturity, risk mitigation through demonstration and federal financial assistance,
public sentiment post-Fukushima accident, greenhouse gas emissions policy, water
availability, availability and pro ximity to transmission, and notably the cost of alternative
generation such as natural gas-fired generation, will all factor heavily on any decision by
utilities to pursue commercial nuclear generation in Idaho. Debate related to the desirability
and feasibility of nuclear energy deployment often centers around concerns related to cost
compared to alternatives, public acceptance, and safety. Regarding safetyin the United
States, the Nuclear Regulatory Commission (NRC) is responsible for regulating nuclear
power plants and ensuring that the plants comply with safety requirements established by
law. The NRC will track compliance of those plants in the categories of reactor safety,
radiation safety, and security, and that performance and assessment data canbe found on the
NRC website.” Cost for new nuclear construction in the United States is difficult to

accurately gauge, as there has not been new construction in this country for decades, leaving
some uncertainty regarding equipment and construction costs. This uncertainty can be seen
in widely varying cost estimates; ranging from the very high 75to relatively competitive. 76 One
can also find a number of public opinion polls showing quite different states of acceptance of
nuclear power generation, ranging fro m very positive 77 to very negative.’® Therefore, when
considering the desirability of nuclear -electric generation, as well as with any generation
approach, decision makers and citizens are encouraged to seek current information based on
facts from credible sources that they trust.

Aside from resources that support the deployment of commercial nuclear electric production,

Idaho has important attributes and resources that enable growth in nuclear energy -related

business. The lead nuclear energy national labordory for the United States, the Idaho
-EUPDOOEOQW+EEQUEUOUA wp( - + AOwD UwE OUNLEdE\Etias@@l wOi w( EET 072
facilities related to energy systems testing, nuclear fuel management, and a highly skilled

nuclear savvy workforce are signif icant resources in attracting nuclear energy service

business to Idaho.

(EET Oz UwxUORPOPUAWUOOWOENOUWUUEODPUOWUT UOUUET UWEOBE woC
nuclear fuel service, component testing, and other energy-intensive operations. Areva has

been authorized by the NRC to enrich uranium to manufacture nuclear fuel for commercial

74 United States Nuclear Regulatory Commission, http://www.nrc.gov/reactors.html

75 Nuclear Power in a Post%UOUUT DOEwW6 OUOE>? Ow2ET O1 PET Uwi,JwEOOwWE ODUOEBEUET w
http://www.worldwatch.org/system/files/WorldNuclearIndustryStatusReport2011_%20FINAL.pdf

%9/ UONT EUI Ew" OUUUwWOI w&l O1 UEUDOT w$ Ol EVUPEPUa?» Ow( OUI UOEUDPOOE
http://www.iea. org/press/pressdetail.asp?PRESS_REL_|D=298

77 ABC News / Washington Post Poll, April 14 -17, 2011 http://www.washingtonpost.com/wp -

srv/politics/polls/ postpoll_04172011.html

8www.langerresearch.com: http://abcnews.go.com/Politics/nuclear-power -opposition -grows -japan-
earthquake-abc-news/story?id=13412262

91 OPUl w2UEU] wil Ul EVUET w#1 UEPOUwW/ OUPUDYI Ww$EOOOODPEW( OXxEEUUWI |
State University Update, http://news.boisestate.edu/update/2010/12/09/boise state-research-details-positive -
economic-impacts-from -idaho-national -laboratory -operations/
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power reactorsg® and recently secured a federal license to build and operate a gas centrifuge
uranium enrichment plant , the Eagle Rock Enrichment Facility, near Idaho Falls. They plan to
begin construction in 2012. This project is estimated to create 4,800 jobs and iect billions of
dollars into the regional economy .81 The announcement that a uranium enrichment facility

will be sited near Idaho Falls is an example of the opportunity in serving global nuclear
energy markets from Idaho.

2.3.7.Solar
Solar energy is harnessed through a few different technologies. Solar Photovoltaic or PV
systems convert sunlight to electricity. These systems may be small systems on individual
homes and businesses or large central generating utility systems. Solar hot water systems use
energy from the sun to directly heat water for use in homes and buildings. Concentrating
Solar Power (CSP) systems are large utilityscaleplants that concentrate sunlight to heat a
working fluid, eventually turning a conventional steam turbine. All of these systems work
Pl OOwPOw( EET Oz UwUUOOawEOPOEUI 6 w

Solar energy is currently used in the state for specific applications such as water pumping,
thermal heating, and electricity production in remote locations that would be difficult to

serve with energy from the electricity grid. Increasingly solar is used in Idaho for grid inter -
tied applications, offsetting facility energy use. Currently there are no utility -scale PV or CSP
installations in the state.

20001 Pl UUOwW( EET Oz UwU O OE Uthex dd thd désarbsButhwastwhiéH hdsa wUD OB OE U wl
the highest solar potential in the United States. This allows Idaho many opportunities for

solar power applications; howev er, despite its excellent solar resourcepotential, Idaho is

behind much of the rest of the country in solar installations. It is estimated that a total of 1 to

1.2 MW of solar PV is currently installed in Idaho. In 2010 alone, the Solar Energy Industry

Association estimates 1,737 MW of PV were installed in the US82

In 2011, the Office of Energy Resources administeredE 8&lar Panels for Schools program
that funded installation of PV systems at six Idaho schools to help offset energy consumed by
the schools and encourage education on solar power. A few large-scale PV utility plants are
also in the works for Idaho. These facilities will generate electricity to be delivered directly to
the utility grid. 83

A few of the benefits of solar include utilization of an abundant Idaho resource, no
greenhouse gas emissions, distributed generation, and potential for an additional

2011,http://moneywatch.bnet.com/investing/news/french -firm -wins -license-for -idaho-uranium -

plant/6314091/

81 DAREVA Awarded DOE Loan Gua rantee for Idaho Enrichment Facility. » wopl Y Y OQw, Ea wl uAd w1l OUDI YI
October 12, 2011, from AREVA: http://www.areva.com/EN/news -8390/arevaawarded -doe-loan-guarantee-
for-idaho-enrichment-facility.html

82 Solar Generation Feasibility Study for Southwest Idaho, Black & Beach, August 2008; Idaho Power
"OO0OxEQazUw#UEI Owl YYNw( O01 T UEUI Ewll UOUUET w/ OEOD

83 |daho Office of Energy Resources:http://www.energy.idaho.gov/stimulus/solar_program.htm  and
http:/ lwww.idahostatesman.com/2011/01/14/1488700/nineidaho-schools-get-solar-power.html
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manufacturing industry in the state. Though solar is an intermittent resource, its

interm ittency is consistent, and in general its production potential lines up well with high
demand (mid -day). As control systems continue to improve , there is good likelihood for solar
to play an important role.

Cost is currently the major barrier to installat ion of photovoltaic (PV) systems, although the
price of PV systems continues to decline rapidly, making wide -scale use of solar power for
electricity generation less prohibitive. Cost is also the primary barrier for solar hot water
systems. As the costs dsolar systems continue to decrease, there is good likelihood for solar
to play an important role.

OOUTT UwbPpOxOUUEOUWEEUUDPT UwUOOwW( EET Oz UWEPUUUPEUUI Ew/ 5
trade development. Work is being done at the Division of Build ing Safety to consider a
specialty solar installer license in the state to recognize the specific trade skills needed for
solar installation and to develop a base of quality installation professionals. 84

2.38. Hybridization
Recent advances in gas turbinetechnology and advanced computing and control
technologies have opened the door for hybridization of energy systems and resources.
System hybridization involves coupling various energy resource inputs to generate one or
more energy products. Early generation hybrid systems now deployed couple solar and
natural gas, and planned systems that couple solar, natural gas, and wind inputs for
electricity generation show significant benefits in overall system efficiency and transmission
stability under high intermi ttent generation scenarios. Future hybrid systems being
researched combine fossil, renewable, and nuclear resources to produce both electricity and
synthetic transportation fuels. System hybridization (combining the various resources listed
above) may provide additional options to best utilize Idaho resources in a manner consistent
with stated policy objectives.

2.39. Conservation, Energy Efficiency , and Demand Response
Conservation, energy efficiency, and demand response are not natural resources in thesame
sense as fossil fuels or hydroelectric power, but they do constitute another economically
EUUUEEUDPYI wUI UOUUET wOTl EVwI O1 EUUPEWEOEWOEUUUEOwWT EUwC
1 Ol UT awldi T EUBw?" OOUTI UYEUD OO~ wdd théiriusg ofw U OWE OOUUOT UUWEE
energyrconsuming devices. An example would be a consumer remembering to turn off the
OPT T UUwWPT 1 Owol EYPOT WEWUOOO8 wW?3$01 UT awl il PEPI OEa~>» wUIl I
energy service but consume less electricity. An example would be switching from
DOEEOEI UEI OVUWUOWEOOXxEEUOwWI OUOUI UET O0wOPT T OWEUOEUGB w? #
temporarily altering their energy 1consuming behavior in response to signals from the utility
or grid operator. An example would be lighting fixtures that can be dimmed remotely by
utility personnel during times of high electricity demand. Collectively, these resources are

21 i i DE D kdhetineswdedtdb refer to all DSM measures.

84 For more information, please see ldaho Strategic Energy Alliance Solar Task Force Report, 2010,
http://www.energy.idaho.gov/energyalliance/d/solar_report.pdf
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In the future, according to the Northwest Power and Conservation Council (Power Council)
estimates, ekctricity load is expected to grow by about 7,000 average megawatts between
2009 and 2030n the Northwest , growing at about 335 average megawats, or 1.4percent, per
year. Residential and commercial sector electricity use accouns for much of the growth due
to an anticipated increasein air conditioning and consumer electronics. 31T 1 w/ Obl Uw" OUOEDOZ U
most recent estimate, published in the Sixth Northwest Electric Power and Conservation

Plan, suggests thatachievable potential conservation is 4,000 t06,000 average megawatts. Of
that, approximately 2,500 average megawatts will require new initiatives, programs, market
transformation efforts or pro gress toward adoption of codes and standards. Idaho accounts
for approximately 15 percent of regional electricity load, so a simple allocation suggests that
there are approximately 375 to 600aMW of conservation in Idaho that could be acquired over
the next 20 years. The Power Council reiterates that improved efficiency of electricity use is
by far the lowest-cost and lowest-risk resource available to the region.ss

Many states such asWashington, Oregon, California, and New York have made strong
commitments to energy conservation and efficiency. Despite retail electricity rates lower than
any other statess, Idaho has also recently made tremendous gains in securing costeffective
conservation and as a state is currently ranked 26" in efficiency efforts by the American
Council for an Energy Efficient Economy #7.

Not every conceivable energy conservation measure is cost effective. Costieffectiveness of a
conservation measure means that the lifecycle energy, capacity, transmission, dstribution,
water, and other quantifiable savings accruing to Idaho citizens and businesses exceed the
direct costs of the measure to the utility and participant. Beyond energy savings,
costieffective conservation provides economic benefits to Idaho utili ties when they can earn a
rate of return on this investment . Conservation reduces the energy bills paid by consumers,
freeing up dollars to be spent on other goods and services and representing, in economic
terms, an increase in disposable income. Moreover, implementation of conservation
measures requires a local labor force. Thus, increased investment in conservation not only
reduces total energy expenditures but shifts a portion of the remaining expenditures from
imported fuel to locally provided goods and services.

Demand response programs have grown beyond the long-standing irrigation load control
programs to include large commercial and industrial customers in Idah o. At least two
significant factors should be considered as these programs develop. One § to solidify
methods by which demand response grows A great deal of forecasting is required in demand
responseand it is possible to overestimate actual needs. Second, with the expansion of
demand response programs into commercial applications, it is necessary to carefully track

85 Northwest Power Planning Council 6 " Power Plan, February 2010,
http://www.nwcouncil.org/energy/powerplan/6/final/SixthPowerPlan.pdf

86 Northwest Power and Conservation Co uncil. (2010). Sixth Northwest Conservation and Electric Power Plan
(No. Council Document 2010-09). Retrieved from

http://www.nwcouncil.org/energy/powerplan/6/default.htm

87" ACEEE Energy Efficiency Rankings by State, http://www.aceee.org/node/820
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implications of these programs have on occupant comfort and productivity to avoid negative

impressions of the program.

31T wi 6666pPDOT WUEEOI UwUT ObPw( EET Oz UwE U UElatedd 0wl O UT

regulations.

Table 2.1. Idaho's Current Energy Efficiency Incentives

Idaho's Energy Efficiency Financial Incentives

Non-Profit Grant Program
BEF- Solar 4R Schools

Personal Deductions

Insulation Income Tax Deduction

Residential Alternative Energy Tax Deduction

Property Tax Incentive

Property Tax Exemption for Wind and Geothermal Energy Producers

State Bond Program

Renewable Energy Project Bond Program

State Loan Program

Low -Interest Energy Loan Programs

Utility Loan Programs

Idaho County Light & Power Cooperative Association Loan Program

Idaho Falls Power - Commercial Energy Conservation Loan Program

Idaho Falls Power - Energy Efficient Heat Pump Loan Program

Idaho Falls Power - Residential Enerqy Efficiency Loan Program

Idaho Falls Power - Residential Weatherization Loan Program

Inland Power & Light - Loan Program for Energy Efficiency

Kootenai Electric Cooperative - Loan Program for Energy Efficiency

Raft River Electric Cooperative - Loan Program for Energy Efficiency

Utility Rebate Programs

Avista Utilities (Electric) - Commercial Energy Efficiency Incentives Program

Avista Utilities (Electric) - Commercial Lighting Energy Efficiency Program

Avista Utilities (Electric) - Residential Enerqy Efficiency Rebate Programs

Avista Utilities (Gas and Electric) - Commercial Food Equipment Rebates

Avista Utilities (Gas) - Commercial Energy Efficiency Incentives Program

Avista Utilities (Gas) - Residential Energy Efficiency Rebate Programs

City of Bonners Ferry - BPA Rebate Program for Enerqy Efficiency

City of Plummer - Rebate Program for Energy Efficiency

88 For more information please see the Idaho Strategic Energy Alliance Energy Efficiency and Conservation

Task Force Report,http://www.energy.idaho.gov/energyalliance/taskforce.htm

2012 ldaho Energy Plan

51

a

w


http://www.dsireusa.org/incentives/incentive.cfm?Incentive_Code=ID07F&re=1&ee=1
http://www.dsireusa.org/incentives/incentive.cfm?Incentive_Code=ID09F&re=1&ee=1
http://www.dsireusa.org/incentives/incentive.cfm?Incentive_Code=ID01F&re=1&ee=1
http://www.dsireusa.org/incentives/incentive.cfm?Incentive_Code=ID34F&re=1&ee=1
http://www.dsireusa.org/incentives/incentive.cfm?Incentive_Code=ID06F&re=1&ee=1
http://www.dsireusa.org/incentives/incentive.cfm?Incentive_Code=ID02F&re=1&ee=1
http://www.dsireusa.org/incentives/incentive.cfm?Incentive_Code=ID25F&re=1&ee=1
http://www.dsireusa.org/incentives/incentive.cfm?Incentive_Code=ID51F&re=1&ee=1
http://www.dsireusa.org/incentives/incentive.cfm?Incentive_Code=ID26F&re=1&ee=1
http://www.dsireusa.org/incentives/incentive.cfm?Incentive_Code=ID47F&re=1&ee=1
http://www.dsireusa.org/incentives/incentive.cfm?Incentive_Code=ID56F&re=1&ee=1
http://www.dsireusa.org/incentives/incentive.cfm?Incentive_Code=ID53F&re=1&ee=1
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http://www.dsireusa.org/incentives/incentive.cfm?Incentive_Code=ID52F&re=1&ee=1
http://www.dsireusa.org/incentives/incentive.cfm?Incentive_Code=ID55F&re=1&ee=1
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Clearwater Power - Rebates for Energy Efficiency

Idaho Falls Power - Commercial Energy Conservation Rebate Program

Idaho Falls Power - Residential Energy Efficiency Rebate Program

Idaho Power - Easy Upgrades for Simple Retrofits Rebate Program

Idaho Power - Irrigation Efficiency Rewards Rebate Program

Idaho Power - Large Commercial Custom Efficiency Program

Idaho Power - New Building Efficiency Program

Idaho Power - RebateAdvantage for New Manufactured Homes

Idaho Power - Residential Energy Efficiency Rebate Programs

Intermountain Gas Company (IGC) - Gas Heating Rebate Program

Rocky Mountain Power - Energy FinAnswer

Rocky Mountain Power - FinAnswer Express

Rocky Mountain Power - Residential Energy Efficiency Rebate Program

Salmon River Electric Cooperative - BPA Energy Efficiency Rebate Program

United Electric Cooperative - Energy Efficiency Rebate Program
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Table 2.2. ldaho's Current Energy Efficiency Related Regulations

Idaho's Energy Efficiency Rules, Regulations & Policies

Building Energy Code
Idaho Building Energy Code

Energy Standards for Public Buildings
Enerqy Efficiency Standards for Public Buildings

Net Metering
Avista Utilities - Net Metering

City of Bonners Ferry - Net Metering

Clearwater Power - Net Metering

Fall River Rural Electric Cooperative - Net Metering

Idaho County Light & Power Cooperative Association - Net Metering

Idaho Falls Power - Net Metering

Idaho Power - Net Metering

Inland Power & Light - Net Metering

Kootenai Electric Cooperative - Net Metering

Northern Lights, Inc. - Net Metering

Raft River Electric Cooperative - Net Metering

Rocky Mountain Power - Net Metering

Salmon River Electric Cooperative - Net Metering

Wells Rural Electric - Net Metering

Solar/Wind Access Policy

Solar Easements

Source for Table 2.1 and 2f®tp://www.dsireusa.org/incentives/index.cfm?state=ID
EQEw( EET Opwhediidites UOT U

23100 w$ O1 UT awll UOUUET w?+1 UUOOUwW+1 EUOI E~?
Between 2008 and 2011, the Idaho Strategic Energ®lliance, through the means ofbroad-
based task forcescomposed of Idaho and regional energy experts reviewed the electricity
energy options available to meet both the near and long-term requirements of Idaho

consumers. In summary, the reports resulting fr om these reviews identified the following:

1. All commercially -proven supply -side generating resources are much more expensive
UT EOwUT 1 wOUDPOPUDPI Uzwi RDUUDOT wxOUUI OOPOUOWEDOE WE OF
the price consumers pay for electricity. Also, renewable resources such as wind,
geothermal, biomass and solar, are more expensive than conventionalfossil-fuel
burning generators when the complete costs, such ascapacity value and integration,
are included in the comparison. Significant technological breakthroughs wiill have to
be achieved to lower the cost of electricity produced by new generating resources.
2. The same holds true for electrical transmission. The time and expense required to site,
permit, and acquire corridors for new transm ission lines, in addition to the cost of
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construction and the associated environmental mitigation, will contribute to the
increase in the price Idaho consumers pay for electricity going forward.

The cost of new electric generating capacity needed to meetthe growing demand for
electricity and the cost of compliance requirements related to environmental
regulations, reliability standards , and homeland security, combine to increase the cost
of production and delivery of electricity to all Idahoans.

Streamlining the siting and permitting of generation and transmission projects may
help mitigate some of the costs of future resource development, but the regulatory
improvements required to do this would have to be substantial.

Energy efficiency activities, as currently being pursued by the utilities and the state,
OO0U0wOOOawUil EVUETl wxEUUPEDPXxEUDOT wOUUDPOPUaadEUUUOOI UUZ
benefit of reducing the long -term cost of energy supplies to Idahoans. Investments in
energy efficiency also reault in local economic development benefits such as support
of engineering firms, wholesalers, retailers, and contractors to meet the market
demand for more efficiency equipment, material, appliances , and supplies.

In general, with the exception of consevation, energy efficiency, demand response, fossil

fuels, EOE wODPOPUI Ewl AaEUOI Ol EUUDPE wE Ig¥ner@lPmotcbsO UOw( EET 6z UwU
EOOx1 UPUDY!I whpbDUTl wUI UOUUET UWEYEDOEEOIT wi UOOwWOUT 1 UwUUE
energy requirements. This being said, the existence of renewable portfolio standards in states

wit hin the Western Interconnection make these resourcesattractive options for export. So, the

following efforts have been undertaken by ( E E Tséte Bgencie® w( EET Oz UwbOYI U0UOUwWwOP O
utilities, and the Idaho Legislature:

1.

Increased emphasis on conservation (energy efficiency and demand reduction) in
electricity usage and a commitment by the Governor to emphasizing energy
efficiency in all state buildings and facilities.

Adoption of the 2 009 International Building Code for Idaho.

Idaho K-12 Energy Efficiency Project funded through the American Recovery and
Reinvestment Act (ARRA) (performed 894 school energy audits and implemented
energy efficiency measures with the potential of saving ov er 200 million kwWh
annually .)8

Boise State University was awarded over $2.8 million dollars from the Department of
Energy to develop a project planning tool based on geographic information systems
that optimizes siting for utility -scale solar developments®

The CAES Energy Efficiency Research Institute (CEERI), headquartered at Boise
State, was awarded $1.5 million by the U.S. Department of Energy to train
engineering students in energy efficiency and to provide energy audits to mid -sized
industrial facilit ies in the Northwest. 9t

The U.S. Department of Energy awarded Boise Statea grant of $4.9 million over the
next five years to establish aNational Geothermal Data System due to the efforts of

89 Office of Energy Resources JFAC Presentation, February 2, 2011
http://legislature.idaho.gov/budget/JFAC/presentations/OER.2011 -02-
02.pdf#xml=http://legislature.search.idaho.gov/isysquery/ce0d72c5-d302-4a11-80e33aael1665798f/13/hilite/
9% Boise State University Campus News: http://news.boisestate.edu/update/2011/09/06€energy-policy -
institute -to-researchsolar-siting -through -2-8-million -grant/

91 http://news.boisestate.edu/update/2011/09/15/boisestate-ceeri-receive-1-5-million -for-manufacturing -
efficiency-training/
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members of the ISEA Geothermal Task Force. This system gathergxisting
nationwide geothermal data into one location, housed at Boise State, and my
encourage additional geothermal development. 92

7. ldaho electric investor owned utilities voluntarily report annually to customers on
their fuel mix in compliance with the recommendation in the 2007 Idaho Energy
Plan.

8. Investor owned utilities are actively en gaged in state and regional efforts to increase
the capability of the western transmission grid through the Public Utilities
Commission, the Northern Tier Transmission Group, ColumbiaGrid, the Western
Governors Association, and others.

9. State vehicle fleetsincreased use of more fuelefficient, flex-fuel, and alternative fuel
vehicles.

10. Forming the Office of Energy Resources to better recognize the importance of energy
issues to the state and movingthese efforts from the Energy Division of the
Department of Water Resources as recommended by the 2007 Idaho Energy Plan

2.4 HISTORICAL PERFORMANCE IN KEY AREAS

2.4.1.Energy Rates Compared to Other States
The most important partofthe U0 OUa WEEOU U w( EET Oz UWEUUUI OUwl O1 UT awxbDEL
electricity and natural gas rates that Idahoanscurrently | ONOad ww( EET Oz UwOOPwl O1I EVUDPE
largely the result of its hydro -thermal resource base. Baseload coal plants built in neighboring
states in the 1970s and 1980s provide a constant source of reliableglatively low -cost power to
Idaho utilities. Large hydroelectric facilities on the Snake River and other tributaries of the
Columbia River provide energy as well as flexible and very low -cost capacity for meeting peak
El OEOEUS ww UwE wU I elklecioi tatesivere Hesetand I¥wesd &viong the fifty
states in 20® (seeFigure 2.12).93

92 Boise State University Campus News: http://news.boisestate.edu/update/2009/10/05/ngds/
98 http://www.eia.doe.gov/cneaf/electricity/epa/average_price_state.xls: Total Electricity Price
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states in 20® as shown in Figure 210.%4 ' OP1 Y1 UQw( EET Oz Uwx UPET Uwi OUwx1 OUOOI
typically somewhat higher than the national average, as Idaho relies principally on refineries in

Montana, Utah, and Washington for its supplies of gasoline, diesel, and other petroleum

products. However, ( EET Oz UwWE Y1 UET | wi sHlIGOdddtiae lowest obthel USuskated) I w

in 201Q as shown in Figure 2.11.95

94 Source: http://www.eia.gov/dnav/ing/NG_PRI_SUM_A_EPGO_PRS_DMCF_A.htm

9 Energy Information Administration, Retail Gasoline Prices-
http://www.eia.gov/dnav/pet/pet_pri_allmg_a_EPMO_PTC_Dpgal_m.htm and American Petroleum
Institute Fuel Tax Tables -

http://www.api.org/statistics/fueltaxes/upload/July20 11 _gasoline_diesel_summary.pdf
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Figure 2.116 ww( B2E&1DR2t@ilBasoline Prices Compared to Other States
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As shown in Figure 2.13, petroleum fuels, mostly used for transportation, account for
approximately 39x 1 UET OU wOi wsde ErerigyrgnsumptiGrE Electricity (26 percent) and
natural gas (22 percent) are also important energy commaodities, while the remaining
approximately 13 percent is attributable to coal, biomass, ethanol, and other renewable energy
sources Energy demand growth both in Idaho and across the country is placing upward
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pressure on energy rates as lowcost sources of energy are exhausted and energy suppliers mus
turn to higher -cost resources.

Figure 2.13. Sources of Energy Consumed in Idaho in 2009

Ethanol

Petroleum

Electricity 39.0%
26.3%

Natural Gas
22.4% Idaho Total Consumption in 2009:

538.2 Trillion Btu

Note: "Other Renewables" includes geothermal (0.5%) and wind (0.8%)
Sourcehttp://www.eia.gov/state/seds/hf.jsp?incfile=sep_use/total/use_tot_IDch.html&mstate=Idaho

Figure 2.14 depictsUT 1T WUOUUET UwOl w( EET Oz Uwl Ol EUUDEPRIV@EDBWD Wy Ow
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approximately 50 and 38 percent, respectively. Natural gas comprises 6.5 perent, with non -

hydro renewables, principally wind power and biomass, accounting for approximately 3.4

x]1 UETl OU8 ww( EET OZUwOUOPEDPXEOQWEQEWEOOXxT UEUDYI wlUUDPODUDI
the Columbia Generating Station nuclear plant in Washingt on. (Note that the fuel mix in this

figure is based on the percentage of Idaho load served by each utility and not by the generation

source of the energy actually delivered to the customer.)

2012 ldaho Energy Plan 58


http://www.eia.gov/state/seds/hf.jsp?incfile=sep_use/total/use_tot_IDcb.html&mstate=Idaho
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Note: Data based upon three IOUs and BPA 2010 resources apportioned ly percent of Idaho load served and that
none of these resources are specifically allocated to Idaho.Sources: Investor ownédtilities Information is from ach
investorO b O1 E wU U D 0D U ahgtpd/iwsesferc:gowdalityliorats.aspandfor percent of Idaho loagrved
http://www.eia.gov/cneaf/electricity/page/eia8@hih BPA: Sourcehttp://www.bpa.gov/power/pgp/whitebook/

2010/WhiteBook2010_SummaryDocument_Fipdf

In Idaho, hydro is still the primary source of fuel for our electricity generation, followed by coal.
This depends, of course, on thequality of the water year. As mentioned earlier, all of our coal

U.S. Net Electricity Generation by

Fuel, 2010

Other (Eases/ ~~ Hydroelectric
0.3% \ Other 6%
Other Renewables
0.3% 4%
Petroleum

1%

Source: U.S. Energy Information Administration, Electric

Power Monthly, Table 1.1 (March 2011), preliminary data.

generation comes from our neighboring states.

Coal is the most common fuel for generating
electricity in the United States.

In 2010, 45% of thecountry's nearly 4 trillion
kilowatt hours of electricity used coal as its source
of energy and 24% of the ration's electricity was
fueled by natural gas. Nuclear power was used to
generate about 20% of allof the country's el ectricity
in 2010 and hydropower was the source for 6% of
U.S. electricity generation. Renewable resources,
including b iomass, wind, and geothermal account
for about 1% each with solar providing less than 1%
of the electricity in the country in 2010.9

The Energy Information Administration predicts

that generation from coal will increase by 25 percent
from 2009 to 2035, largely as a resulbf increased
use of existing capacity; however, its share of the

9% Source:http://www.eia.gov/energyexplained/index.cfm?page=electricity_in_the_united_states
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total generation mix will fall from 45 percent to 43 percent as a result of more rapid increases in
generation from natural gas and renewables over the same period. The role of natural gas will
grow due to low natural gas prices and relatively low capital construction costs that make it more
attractive than coal. The share of generation from natural gas will likely increase from 23 percent
in 2009 to 25 percent in 2035. They also estimate thatlectricity generation from renewable
sources will grow by 72 percent, raising its share of total generation from 11 percent (including
hydro) in 2009 to 14 percent in 2035. Most of the growth in renewable electricity generation in the
power sector will consist of generation from wind and biomass facilities, with much of that
growth driven by state renewable portfolio standards and federal tax cr edits.%”

Figure 2.156 ww ( E2&10Rkgtiitiy Energy Sources

Idaho 2010 Generation by Sector (MWh)
24.8 GWh, 2,831 aMW

Utility Generation
8,731,964

Imports 12,827,056

35%
52%

IPP Generation
| 2,712,962

11%

Non-Utility Cogen
523,784 (2%)

Sourcehttp://www.eia.gov/cneaf/electricity/epa/epa_sprdshts.h
Electric Power Annual 2009 Data Tables Format 199009
Net Generation by State by Type of Producer by Energy Source9@AEIA-920, and EIA923)

Figure 2.15 indicates that Idaho is heavily dependent upon import ed electricity to meet our loads.
Our utilities generate in-state approximately 35% of the energy we utilize, with another 13%
being provided by non -utility cogeneration or independent power producers. The remaining 52%
is made up through energy imports which are comprised of generation fr om out-of-state
resources owned by Idaho utilities as well asmarket purchases.

2.4.3.Energy Intensity
(EET Oz Uwi PUUOUPEEOOa wWwOOPWUEUTI Uwi OUwl Ol ECUPEDPUA WEOE wOE
energy-intensive industries, including mining, pulp and paper, agriculture, food processing, and

97 http://www.eia.gov/forecasts/aeo/chapter_executive_summary.cfm
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2.4.4. Household Energy Bills
( E E 1réiddmtial, commercial, indust rial , and transportation sectors spent $4.9 billion on energy
in 200990 the average Idaho household spent approximately $4,500 on direct energy products in
2009.101 This figure (Figure 2.17)includes monthly electricity and natural gas bills as well as an
1] UUPDOGEUT wOil w( EET Owi OUUI T OOEUZ wil EabeQDEnergyl R x1 OEDUUUI UOL
expenditures consume almost 10 percent of median household income in Idaho. This figure
placesldahonearUT T wEYT UET T wi OUwWUT | wadd28 WEUWEwWPT 001 QWET UxbUI 1
natural gas rates. This is because(1) Idahoans drive more miles and purchase more gasoline
than residents of more densely-populated states, and (| Aw( EET Oz UwOl EPEOwI OUUI T OOE wt

98 Source: http://www.eia.gov/state/seds/sep_sum/html/pdf/rank_pr.pdf

9 |bid.

100Based upon per capita energy expenditure of $3,172.08 Ifttp://energy.gov/imaps/2009-energy-
expenditure -person) times the 2010 population of 1,567,582
(http://quickfacts.census.gov/qfd/states/16000.html)

101 Expenditures http://205.254.135.24/state/seds/hf.jsp?incfile=sep_prices/res/pr_res_ID.html&mstag=Idaho;
Total Households http://factfinder.census. gov/servlet/ADPTable?_bm=y& -context=adp&-
gr_name=ACS_2009_1YR_GO00_DP2&s name=ACS_2009_1YR_GO00_-&ree_id=309& _caller=geoselect&
geo_id=04000US16&format=& -_lang=en fuel expenditures
http://205.254.135.24/state/seds/hf.jsp?incfile=sep_prices/tra/pr_tra_ID.html&mstate=ldaho
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$46,778in 2009 was lower than the U.S. average of $19,777102 Thus, energy is a significant burden
for many Idaho households, despite the low energy rates that Idahoans continue to enjoy.

Figure 2.17. Idaho's Average Household Energy Burden Compared to Other States in 2009
(including Transportation Fuel)
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Source for Total Median Household Income by State in 2009 Dollars:
http://www.census.gov/hhes/www/income/data/statemedian/index.html
Source for Energy Prices and Expenditures Per Person and Gasoline Expenditures:
http://lwww.eia.gov/state/seds/sep_prices/notes/pr_print2009.pdf (Tables E15 and E16)

Table 2.3. Average

Household Energy Bill in
Idaho, 2009 Energy Source Dollars per Year

Gasoline $2,555 57%
Electricity $1,195 27%
Natural Gas $482 11%
Other Petroleum (Propane,

Fuel Oil, Kerosene) $196 4%
Wood $66 1%
Coal $0 0%
TOTAL $4,494 100%

Sources: EIA Tables, ET3, ET6, ET4 and ET5 as well as the American Community Survey 2009 Profile Data

102 http://www.census.gov/hhes/www/income/data/statemedian/index.html  (Table H8) 2009
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2.4.5. Historical Investments in Idaho Renewable Resources
(EET Oz UWwEOOI UUDPEwWUI UOU wehdwabte Ergrgyus&uéz€s Suiad bydr@ wibd 1 Oa wdi w
and geothermal energy. ldaho is home to 140hydroelectric dams, with combined capacity of
approximately 2,500 MW, and that combined produce 1,300 aMW of low -cost energy each yeario3
The direct use ofgeothermall O1 UT a wEOUOwl EVUWEwWUDPET wivar Seiingg wbOw( EET OC
Geothermal Heating District being one of the oldest continuously operating geothermal heating
projects in the nation. Aside from a few co-generation projects, hydro power has historically
been the primary renewable resource developed in Idaho. Recent years have seen the
development of significant levels of wind energy, a few biomass and landfill gas projects and
some geothermal sites. Small scale solar energy isalso a viable resource andldaho utilities have
executed contracts for solar projects.

One of the vehicles for developing smaller-scale resources in Idaho has been the Public Utility
Regulatory Policies Act (PURPA) of 1978. PURPA requires utilities to purchase energy from
PQUEODPI abpO1l wi HAE B Qb iodn gyl oktsX ThE t@deral law places these
facilities into two categories: qualifying small power production facilities and qualifying
cogeneration facilities. A small power production facility is a generating facility of 80 MW or less
whose primary energy source is renewable (hydro, wind or solar), biomass, waste, or geothermal
resources. Acogeneration facility is a generating facility that sequentially produces electricity
and another form of useful thermal energy (such as heat or steam) in a way that is more efficient
than the separate production of both forms of energy. For example, in addition to the production
of electricity, large cogeneration facilities might provide steam for industria | uses.104

Determining avoided costs as well as other implementation details occurs at the state level The
policies established by the Idaho PUC have been relatively favorable toward QFs, and asa result,
Idaho experienced development of 200 MW of QF resources by the early 1990s, principally
industrial co -generation and small hydro projects. While momentum slowed with the move
toward competitive markets in the 1990s, a resurgence of interest in using PURPA to develop
projects began with the new century . Many of the projects in the late 1990s and early 2000s were
wind facilities sized to come in just under the 10 average MW maximum size eligible for their
published avoided cost ratesestablished by the Idaho PUC. However, in recent years, some wind
developers were disaggregating much larger projects into 10 MW sized units in order to qualify
for the published PURPA rates. In order to address such disaggregation, in late 2010, thePublic
Utilities Commission reduced the eligibility size from 10 MW to 100kW for intermit tent
resources (wind and solar). Larger projects are still eligible for PURPA contracts, with the rate
determined on a caseby-case negotiation with the utility, PDUT wOT | wx UPET UWEEUI EwUx O0Ou
Integrated Resource Plani0s

103 |SEA Hydropower Task Force Report, May 2009:
http://www.energy.idaho.gov/energyalliance/d/Hydro%20Packet.pdf

104 http://www.ferc.gov/industries/electric/gen -info/qual -fac/what-is.asp and
http://www.fs.fed.us/im/directives/fsh/2709.15/05.txt

105 |daho Public Utilities Commission Case No.GNR-E-10-04, order number 32176;
http://www.puc.idaho.gov/internet/cases/summary/GNRE1004.html
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Figure 2.18. PURPA Generation in Idaho, 1981 -2013
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2.46. Historical Investments in Energy Efficiency and Conservation
371 w- OUUT Pl UOw/ OP1 UWEOEwW" OOUT UYEUDPOOW" OUGEPOwm?/ ObI1 UL
amount of conservation that can be acquired costeffectively in the four -state Pacific Northwest
region. Historically, since the Northwest Power Act of 1980, the Padic Northwest has actively
pursued programs to improve electrical energy efficiency. The Power Council calculated that the
region saved over 3,900 average megawatts of electricityby 2008as a result of the accumulated
effects of Bonneville and utility con servation programs, improved energy codes and appliance-
efficiency standards, and market-transformation initiatives. These efficiency improvements have

Ol OwKWwxT UET OUwOi wOT 1T wUl 1 DOO7ZUWOOEEWI UOPUT wUDPOBEI

the total electricity use of Idaho and Western Montana combined. 1°¢ Conservation is the fourth -

OEUT 1 U0wUI UOUUET wOi 1 UDOT wUT T w- OUUT Pl U0z Vwi O ECUD

coal, and natural gas207

Idaho's Conservation Program Funding Charge of 1.5% of customer electricity bills is collected
and administered by Idaho's electric utilities following a 2002 ruling by the Idaho Public Utilities
Commission. Idaho budgeted over $50 million in 2010 to promote energy efficiency and load

106 Published February 2010 http://www.nwcouncil.org/energy/powerplan/6/final/SixthPowerPlan.pdf

107 Northwest Power Planning Council 6 t" Power Plan, February 2010,
http://www.nwcouncil.org/energy/powerplan/6/final/SixthPowerPlan.pdf

2012 ldaho Energy Plan

64

S

T

ruN

wi

w

(@]

\



management (including residential and low -income programs) in the state through initiatives
administered by Idaho utilities and the Northwest Energy Efficiency Alliance. 198 The state has
increasingly worked toward energy efficiency and demand reduction in state buildings and
facilities; they adopted the 2009 International Building Code for Idaho and increased use of more
fuel efficient, flex fuel, and alternative fuel vehicles in state vehicle fleets. In addition, using
ARRA funding, the state performed 894 public school energy audits and implemented energy
efficiency measures with the potential of saving over 200 million kWh annually , money that
directly reduces the school district budget outlays. 109

Idaho universities are also committed to energy efficiency. The CAES Energy Efficiency Research
Institute (CEERI), a research and education partnership between Boise State University, Idaho
National Laboratory, Idaho State University and University of Idaho , is leading a statewide effort
to make buildings, homes, transportation and indu strial systems more energy efficient, including
developing better lighting plans for buildings and evaluating HVAC systems. 110

( EET Oz Uanckptivat® arifitias have all aggressively stepped up energy efficiency programs
in the past several years.Descriptions of utility efforts in energy efficiency and conservation
include the following:

Figure 2.19. Electric Utility Conservation Achievements since 2004 by Public Utilities in
Idaho, not including Market Transformation (NEEA) Savings

Annual Idaho Energy Savings in MWh (0C

Rocky Mtn Power m Avista mldaho Power

163

128

104

MWh (000)

24.3 20.7

17.4 20 .
13.9 0 131

0.8 103 5 4.4
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Note: Figure 2.19was created using historical data Rocky Mountain Power, Idaho Power, and Avista 2011
annual reports, includes electrical energy savings for Idaho only, and does not include market
transformation savings provided by NEEA.

108 http://www1.eere.energy.gov/femp/financing/eip_id.html

109 hitp://legislature.idaho.gov/budget/JFAC/presentations/OER.2011 -02-
02.pdf#xmli=http://legislature.search.idaho.gov/isysquery/ce0d72c5-d302-4a11-80e33aael665798f/13/hilite/
110 https://inlportal.inl.gov/portal/server.pt/community/caes_home/281/energy_efficiency
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IDAHO FALLS POWER

Public power in Idaho has been engaged in energy efficiercy for decades through programs and
incentives developed by Bonneville Power Administration. For example, Idaho Falls Power has
been providing energy efficiency programs to its customers for 29 years. Initial e fforts were
largely focused on residential weatherization but over the years have expanded to a full suite of
residential, commercial, and industrial programs. In addition to incentives offered through BPA,
Idaho Falls Power has maintained a revolving loan program for 15 years, offering zero interest
loans to finance energy efficiency improvements. Recent program promotion has resulted in a
400% increase in annual energy efficiency savings (from average 1.2 million kWh/year to 5
million kWh/year) with the focal program being commercial and industrial lighting. Energy
efficiency savings over that time has been more than 53 million kWh, with more than 20 million
kWh of that occurring in the last four years. Idaho Falls Power is currently soliciting customer
involvement in smart grid technology to set priorities for future energy efficiency program
offerings for customers. 111

IDAHO POWER COMPANY
In 2010, Idaho Power spent approximately $45.6 million on energy efficiency and targeted
demand reduction response programs which resulted in reduced energy usage of approximately
170,000 MWh, and the demandresponse programs resulted in a summer peak demand reduction
of about 300 MW. Idaho Power currently has 15 energy efficiency and demand response
programs in place, offered to all customer segments and emphasizing the wise use of energy,
especially during periods of high demand. This energy and demand reduction can minimize or
El OEawUTl 1 wOiI 1 Ewi OUwd! pwbdi UEUUUUEUUUI dw( EET Ow/ OpP1 Uz UL
1 Financial incentives for irrigation customers for either improving the energy efficiency of
an irrigation system or installing new energy efficient systems;
1 Energy efficiency for new and existing homes, including efficient appliances and HVAC
equipment, energy efficient building techniques, insulation improvement, air duct
sealing, and energy efficient lighting;
1 Incentives to industrial and commercial customers for using energy efficient equipment,
and using energy efficiency techniques and operational and management processes; and
1 Demand response programs to reduce peak summer demand through the voluntary
interruption of central air conditioners for residential customers, interruption of
irrigation pumps, and reduction of commercial and industrial demand through a third -
party demand response aggregator.

xx UORPOEUI Oaw3t wOD OOD OO w éficier(cyEspendhaiwad® kelhtétzol wil Y vy wi O1 UT 2
research andanalysis, education, technology evaluation, and market transformation. Most of this
activity was done in conjunction with the Northwest Energy Efficiency Alliance (NEEA). 112

PACIFICORP / ROCKY MOUNTAIN POWER

PacifiCorp has provided a comprehensive set of demand-side management (DSM) programs to

its customers since the 1970s. The programs are designed to reduce energy consumption and

more effectively manage when energy is used, including management of seasonalpeak loads.

$REOQUEDOT wlOT 1 WUEOT UwlOwUPOWOEUT 1 wPOEUUUUDPEOWEUUUOGOI UL
Ul xUT UT OUwOYT Uwt YwxT UET OUwOl wOT T w" OOxEOazUw( EET Owi OI 1

11 http://www.idahofallsidaho.gov/fag/encourage -conservation.html
112|daho Power 2010 Annual Report: http://www.idacorpinc.com/pdfs/annualreps/ar2010.pdf
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services and load management programs are intended to assist in managing these loads and
helping lower energy costs to both the Company and their customers.113In March 2011,

PacifiCorp was ranked ninth in the nation for its demand side management investments by

Zpyrme Smart Grid Insights, a national research and consulting firm. 114

PacifiCorp/Rocky Mountain Power offers several energy efficiency programs for commercial,
industrial , agricultural , and residential customersin Id aho:115

1 Idaho Energy FinAnswer offers cash incentives for energy efficiency retrofits, major
renovation, and new construction projects equal to $0.12 per kWh of the projected annual
savings plus $50 per average monthly on-peak kW reduced. Incentives are capped at 50%
of the project cost. The program also incorporates a variety of energy efficiency services,
including facility energy analysis, detailed design assistance, competitive financing,
commissioning, and post-installation savings verification, tailored to the specific needs of
the project.

1 Idaho FinAnswer Express for small commercial customers and for industrial and large
commercial customers provides pre-calculated cash rebates for energyefficient lighting,
HVAC, motors and green motor rewinds, buildi ng envelope measures and other
upgrades. Incentive amounts depend on the equipment installed .

1 The Agriculture Energy Services program offers agricultural customers incentives for
upgrading the efficiency of their irrigation systems.

1 Demand response programs to reduce peak summer demand through scheduled and on-
call interruption of irrigation pumps and special interruption agreements with large
industrial customers.

1 No cost distribution of high efficient appliances and lighting technologies, as well as
weatherization services, to residential dwellings of income qualified customers.

9 The Home Energy Savings program provides incentives to residential customers for
efficiency improvements including horizontal axis clothes washers, refrigerators, water
heaters, dshwashers, lighting, heating and cooling equipment and services, insulation,
windows and miscellaneous equipment such as ceiling fans. In addition, the program
includes a Builder Option Package as well as stand-alone measures for new homes.This
program also includes an appliance recycling program that aims to decrease residential
refrigeration loads by reducing the number of older and less efficient refrigerators and
freezers from the market through a free pickup and recycling service; customers receive a
small cash incentive and instant savings kit containing energy saving tips and compact
fluorescent lights.

KOOTENAI ELECTRIC COOPERATIVE
Kootenai Electric Cooperative (KEC) is also very active in the area of energy efficiency. Through
the combined programs of BPA and KEC, more than $700,000 was paid to more than 2,000

113 http://www.iiec.org/index.php?option=com_content&view=article&id=339&Itemid=176

114 http://smartgridresearch.org/wp -

content/uploads/sgi_reports/Top_10_US_Utilities_by D SM_Investment_Zpryme_Smart_Grid_Insights_Mar
ch_2011.pdf

115 http://www1.eere.energy.gov/femp/financing/eip_id.html
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membersin energy efficiency rebates in 2010. This accounts for 2.4million kWh in member
energy savings. They offer rebates on heat pumps, water heaters and appliances.

BPA and KEC are also focusing efforts to improve commercial lighting, efficient motors and
pumps, and efficiency improvements in the industrial sector. 116

AVISTA CORPORATION 117

In 1995 Avista (then Washington Water Power) proposed a two-year experimental system benefit
charge to provide stable, predictable funding for demand-side management programs. Approved
by both the Idaho and Washington Commissions, it became the first use of distribution charges to
sustain costeffective energy efficiency investments in the nation. 118119

Avista offers energy efficiency i ncentives for a broad array of electric and gas efficiency measures
and equipment, as well as fuel-switching projects. Rebates are limited to eligible projects that
achieve a simple payback of less thaneight years for lighting and less than 13 yearsfor other
measures (e.g., HVAC, windows, insulation, renewable energy projects). Several programs have
been added or updated for 2011.Opportunities available include:

1 Site-specific incentives, which provide custo m incentives (up to 50% of incremental cost)
based on first-year energy savings for electric efficiency, fuel conversion, and natural gas
efficiency projects, including measures and equipment not included under other
programs.

Commercial lighting, refrige ration, and HVAC incentives .

Food service equipment rebates

A commercial windows and i nsulation program .

Standby generator block heater and premium efficiency motors programs .
Commercial clothes washer rebates

Incentives for optimizing the performance of building systems.

=A =4 =4 -4 -4 -4

BONNEVILLE POWER ADMINISTRATION

Bonneville Power Administration (BPA) partners with its customers to promote energy

efficiency. They offer assistance in developing new energy efficiency programs and services,

improving design of existin g programs, developing more informed marketing strategies, and

improving targeting of customer communications. Their philosophy is that providing these

services will result in g reater participation by retail utility customers, resulting in greater energy

savings for the region. Bonneville offers several energy conservation programs relevant to federal

customers:120

1 BPA provides project analysis, development services, and financial incentives through its

Energy Smart Federal Partnership. Federal facilities located in areas that are served by
public utilities receiving power from BPA can receive preliminary energy assessments,
project development studies or specifications, and engineering support.

116 http://www.kec.com/documents/web2010_kec_annualreportv2.pdf

17 http://www1.eere.energy.gov/femp/financing/eip_id.html

118 http://eec.ucdavis.edu/ACEEE/199496/1996/VOL07/007.PDF

119 |daho Public Utilities Commission Order No. 25809, CASE NO. WWP-E-94-10 WWP-G-94-5, November
1994 pttp://www.puc.state.id.us/search/orders/dtsearch.html )

120 http://www1.eere.energy.gov/femp/financing/eip_id.html
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1 BPA's Implementation Manual, updated semi -annually, provides uti lities, program
partners and regional stakeholders information on how to implement energy -saving
projects.

1 BPA's Technical Services Proposal (TSP) program guides customers in submitting
proposals for energy efficiency technical services.

1 BPA's Commercial and Industrial Lighting program provides access to a lighting
calculator, lighting trade allies, and incentives for energy -efficient lighting retrofits.

1 BPA's Energy Smart Design program offers incentives for new small offices via
participating BPA utilit ies.

Figure 2.20. Electric Utility Conservation Achievements from 2000 ¢ 2009 as a Share of 2009
Retail Electricity Sales

2000 - 2009 of Conservation Achievements
as a Share of 2009 Sales
B.0%
7.0% +
6.0% -
5.0 -
4.0%
3.0% +
2.0% -
1.0% - I
City of Puget Cityof PUD Mo 1 of PacifiCorp- Energy Trust Avista Corp Idaho City of
Eugene Sound Seattle  Snohomish  1D/WA of Oregon Power Co  Tacoma
Energy Inc County

Note: Idaho Power has historically focused its demand -side efforts on programs that reduce peak demand,
which are not reflected on this chart, rather than programs that reduce overall energy consumption .
Sourceof Graph Northwest Power and Conservation Council. Derived from the Regional Technical Forum Annual Conservation
Achievements Surveys 200@009 (http://www.nwcouncil.org/energy/rtf/consreport/Default.gsp

2.47. Historical Investments in Fossil Fuel Based Electrical Generation
Baseloadcoal plants built in neighboring states in the 1970s and 1980s have provided a constant
source of reliable, low-cost power to Idaho utilities. Coal -based electrical generationoffers the
advantage of a known technology that can produce electricity at a | ow and stable cost. Coal
plants are best suited to baseload operation, where their electricity output is stable from hour -to-
hour and day -to-day. However, new investments in this type of resource arebecoming
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problematic, as coal combustion emissions areincreasingly associated with the impacts of global
climate change and other environmental concerns.

2.5.ENERGY RESPONSIBILITIES IN IDAHO STATE GOVERNMENT
Energy responsibilities are spread among many state and local agencies, depending upon the
resource (eg., Department of Water Resources, Department of Environmental Quality), where it
is located (e.g., Department of Lands, County Commissions), and whether it is developed by a
utility regulated by the Public Utilities Commission. Investor owned utilities ar e subject to
economic regulation by the Public Utilities Commission. Energy policy within the state is
established by the Legislature, except in those areas preempted by federal statutes. Policies are
administered by the respective state agencies, with cardination provided by the Office of Energy
Resources(OER).

Energy responsibilities are carried out principally by the | PUCandthe. $ 18 ww. $1z Uw

responsibilities quite often are accomplished in coordination with other state agencies including

theldaho# 1 x EUUOT QU wOil w+EOQEUOwW( EET OQw#1 xEUUOI QU wOi wsdYPUOOD
of Species Conservation, Idaho Department of Fish and Game, ldaho Department of Water

Resources, and Idaho State Historic Preservation Office.

In addition, Idaho is a member of the Northwest Power and Conservation Council, an

organization created pursuant to a multi -state compact The Council develops power plans and

fish and wildlife mitigation plans that guide the Bonneville Power Administrati OOz Uwl R x1 OEPUUUI U
in these areas. Finally, the Idaho Legislature in 2005 created the Idaho Energy Resources

Authority to promote the development of generation and transmission resources in Idaho.

2.5.1.1daho Public Utilities Commission
The Idaho Public4 UPODPUDPIT Uw" OO0OPUUDPOOw/ 4" AwUl T UOGEUI Uw( EET Oz Uu
gas, telecommunications, and water utilities in order to ensure adequate service at just,
reasonable and sufficient rates. The threemember Commission was established by the 12th
Session of the Idaho Legislature and was organized May 8, 1913as the Public Utilities
Commission of the State of Idaho. In 1951 it was reorganized as the Idaho Public Utilities
Commission. Statutory authorities for the Commission are establishedin Titles 61 and 62,Idaho
"OEl Gww3T 1T w/ 4" wEOUOwWI EVWEUUT OUPUaAawWwUOwxUOOUOT EUI WEEOD(
rules are published in IDAPA 31.121

The PUC consists of three Commissioners who are appointed by the Governor, subject to Senate
confirmation, to staggered six-year terms. No more than two commissioners may be of the same
political party.

The PUC holds formal hearings on utility issues on a case by-case basis. These hearings resemble
judicial proceedings and are recorded as well as transaibed by a court reporter. Formal parties

to the case under consideration present testimony and evidence, subject to crossexamination by
attorneys representing the parties and the commissioners. To help ensure that its decisions are
fair and workable, the Commission employs a staff of about 50 people, including engineers,
accountants, economists, and investigators. The staff analyzes each matter before the

121|daho Statute Title 61: http://www.legislature.idaho.gov/idstat/Title61/T61.htm and Idaho Statute Titl3 62:
http://www.legislature.idaho.gov/idstat/Title 62/T62.htm
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Commission and issues a recommendation. In formal proceedings before the Commission, the

staff acts as a separate party to the case, presenting its own testimony, evidenceand expert

witnesses. TheCommission considers staff recommendations along with those of other
xEUUPEDxEOQOUUwWPOwI EET WEEUT wri uPOEOUEDEesg@idD OPDUDI UOwx UEC
consumer groups. The Commission renders a decision based on all the evidence that is presented

in the case record. Commission Orders can be appealed directly to the Idaho Supreme Court.

2.52. Idaho Office of Energy Resources
The Idaho Office of Energy Resources (OER) was established by Executive Order 2007
15 on October 19, 200722 This order was replaced by Executive Order 2011-14 on October 18,
2011.This order placed the OER within the Office of the Governor , transferring the staff of the
former Energy Division of the Idaho Department of Water Resources to OER. OERwas
designated as the state level entity to coordinate energy policy, EPUI EUw( EET Oz UwUl Ux OOUI wl
energy issues, and participate in state and regional energy planning efforts on behalf of Idaho.
Their duties include advising the Governor, the Legislature, and other public officials regarding
OEUUI UUwUI O Eeddrgy raduiteménts Eslipfly déneration, transmission, conservation,
and energy efficiency efforts. The OER is also responsible for accepting and utilizing funds from
various state, federal, and other sources to accomplish purposes outlined within the Executive
Order referenced above. The OER performs its duties in accordance with the requirements of the
Executive Order and in conformity with the 2007 Idaho Energy Plan.1?

OER has a dedicated funding source through geothermal royalties from the auction of
geothermal leases on federal land. However, since the initial payment into the geothermal
royalties fund, payments from the federal government have been very limited. Based on actual
geothermal development on federal land, a steady revenue stream from this fund appears
unlikely. Due to the limited dedicated funding, OER primarily relies on federal funds to su pport
its program work; no employees are supported by General Fund appropriations. As a result of
its reliance on federal grant money, the OER staff is restricted to activities that are provided for in
the federal grants.

In service to educating Idahoans on energy issues and advising stakeholders on energy issues,
the OER, on behalf of the Governor, createdthe Idaho Strategic Energy Alliance p? OODEW®EI] 2 A3 w
Alliance was created to help develop effective and long -lasting responses to the energy
challenges facing Idaho and is lead by a council comprised of leaders in a number of state
agencies The structure of the Alliance allows a wide variety of stakeholders to play a role in
developing options | OU w( EET Oz UwThé putpdsa afithdIAlliBnod idto enable the
development of a sound energy portfolio for Idaho that includes diverse energy resources and
production methods that provide the highest value to our citizens, that ensures quality
stewardship of our environment, and that functions as an effective, secure, and stable energy
system for our state. It is Idaho's primary mechanism to engage in seeking options for and
enabling advanced energy production, energy efficiency, and energy business in the State of
Idaho.124

122 http://gov.idaho.gov/mediacenter/execorders/eo07/eo_2007_15.html
123 http://dfm.idaho.gov/Publications/BB/StrategicPlans/SP2011/EnergyResources_SP.pdf
124 http://www.energy.idaho.gov/energyalliance/
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2.53. Northwest Power and Conservation Council
The Northwest Power and Conservation Council develops and maintains a regional power plan
and a fish and wildlife program to balance the Northwest's environment and energy needs. The
Council also produces estimates of the amount of conservation that can be acquired cost
effectively in the four -state Pacific Northwest region.125

2.54. Idaho Energy Resources Authority
The Legislature established the Idaho Energy Resources Authority (IERA) in 2005 for the purpose
of promoting transmission, generation, and renewable energy development in the state and the
region. The IERA is an energyrelated lending/financing authority with the ability to issue
revenue bonds. This legislation was proposed in response to the recognized inabilita wOi w( EET Oz Uw
municipal and cooperative electric utilities to adequately and reasonably finance transmission
and generation projects required for the benefit and needs of their residents and members. The
IERA can participate in planning, financing, construc ting, developing, acquiring, maintaining ,
and operating electric generation and transmission facilities and their supporting infrastructure.
The IERA provides a vehicle for Idaho utilities to jointly own and finance transmission and
generation projects for the benefit of their ratepayers. While the IERA has bonding authority and
other powers to promote specific projects, it has no appropriation, no full -time staff, and no
ability to finance projects that are not backed by utility ratepayers. 126

In 2010 the IERA undertook a structured transaction in conjunction with the Utah Associated

Municipal Power System (UAMPS) to develop the Horse Butte Wind Project (Horse Butte) on

behalf of UAMPS members, including the City of Idaho Falls and Lower Valley Energy ele ctrical

cooperative. Participation by and ownership of Horse Butte by a subsidiary of the IERA

materially lowered the development costs of Horse Butte for the UAMPS participant members

that will eventually own Horse Butte, upon completion of construction o f the project. The Horse

Butte Project cost savings is a result of thelERAz U w E E fakemadvantage®df certain federal tax

incentives that were otherwise unavailable to UAMPS. The Horse Butte Wind Project will enter

commercial operation in the firstpaU U w Ol wl Yhl OwEUwpPT PET wOUDOT wOT T w($1 zUu
itself of Project ownership. 127128

2.5.5.1daho Oil and Gas Conservation Commission
The Idaho Oil and Gas Conservation Commission was created by Section 47-317, Idaho Code,!2°
EQEWPUWEEUI EwPOwWUT T w( EET OQw# 1 x EUUOiisOnade0p auSiaeOE Uw# DUIT E U (
Board of Land Commissioners that includes the Governor, Secretary of State, Attorney General,
State Controller, and Superintendent of Public Instruction . The €fficient recovery of oil and gas,
protection of correlative rights, and protection of fresh water supplies a re the duties of this
Commission, as well as ather activities associated with oil and gas development includ ing
spacing orders, directional drilling , secondary recovery, and unit operations. Drill permits are

125 http://www.nwcouncil.org/energy/powerplan/6/default.ntm

126 http://www.iera.info/pdf/statement_of purpose_august2006final.pdf

127 http://www.windpowerengineering.com/construction/projects/32  -for-horse-butte/

128 |daho Energy Resources Authority, 2010 Horse Butte Press Releaséttp://www.iera.info/wp -
content/uploads/2011/08/Horse-Butte-PressRelease.pdf

129 http://www.legislature.idaho. gov/idstat/Title47/T47CH3SECT47-317.htm
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issued by the Director after a review by the ldaho Department of Water Resources. Commission
activities may require a public hearing as part of the review process. 130

3. (EET OzUw%»UUOUUT w$ Ol UT aw2Uxx0a w

3.1.OVERVIEW
3T PUWET ExUIl UwWET UEUDPEIT U w(b&sédiugidr Idahd ebethy suippliets@ wB U B WD 0¥ wOa w
plans for investing in new resources and infrastructure. For electricity and natural gas, the
information presented in this chapter is based largely o n the integrated resource plans that
( E ETidegstdrowned utilities file every two years with the PUC and on input received from
( EET Oz Uwdvnédutilites Urhe IRPs evaluate a variety of different resources, including
demand-side measuressuch asconservation and energy efficiency, and typically select a
environmental concerns. For petroleum, the projections are based on the bespublicly available
information, as petroleum suppliers do not file IRPs with state regulators.

(EET Oz Uwi O EUUPEWUUDPOPUDI Uwl EY] wi PUUOUDPEEOOGa wUI 0PI E w(
energy sources. New investments in these two resources are becoming problemaic, however, as

large hydro resources are mostly developed and coal is increasingly associated with the impacts

of air emissions and global climate change. Moreover, these existing resources are now

themselves sources of risk due to hydro relicensing and possible carbon regulation. ldaho utility

resource plansare currently focused on renewable resources, natural gas resources, and

additional transmission capacity necessary to move energy within the region . In addition, Idaho

utilities continue to place an emphasis oncost-effective conservation, energy efficiency, and

demand response asthe growth of Idaho loads has accelerated and the cost of developing new

resources has risen.

Idaho has been in a favorable position for accessing natural gas suppliessince 1956. Northwest
Pipeline is an interstate natural gas pipeline running from the Four Corners area to the British
Columbia/Washington border. It has numerous laterals in Washington to assist in serving
northern Idaho. It was designed to be fed from both ends and in the middle at Stanfield, Oregon
with an interconnection with Gas Transmission North coming from British Columbia and
Alberta. New connections to Northwest Pipeline will allow for more gas to move into and out of
the region providing more price competition. Though Northwest Pipeline is usually fully
subscribed, the capacity segmentation has allowed more gas to get where it is being consumed
when needed. The new Ruby pipeline, which went into service on July 28, 2011,is positioned to
redirect displaced volumes and incremental supply to Northern California and the Pacific
Northwest. 131 In time, ldaho may need more access to additional pipeline capacity.

The rapid and very successful development of large tight sands gas reservoirs in the Rockies and
shale reservoirs in the U. S. and Canada have been beneficial to the Northwest in terms of long
term available supplies and competitive pricing. The development of shale gas in the Northeast
reduces the quantity of Western Canadian natural gas flow ing to Eastern Canada and the New
England states, thus improving the market for California and the Pacific Northwest. Additional
natural gas underground storage in the Northwest and Canada has provided the opportunity to

130 http://www.idl.idaho.gov/bureau/minerals/min_leasing/iogcc.html
131 http://www.rubypipeline.com/
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help soften the higher prices of winter spot gas. The IPUC has worked with investor owned gas
utilities to allow for the use of a wide variety of market pricing tools and supply arrangements
creating flexibility which benefits all ratepayers. Industrial consumers have the flexibility to

tailor their purchases to meet their consumptive needs. As the basis differential from one
consumptive center to another in the U.S. seems to level itself, we are still in a natural gas sypply
positive balance in the Northwest that will bode well for pric es being competitive with other
regions.

Recent drilling in the Payette Basin of Southwestern Idaho appears to be successful in finding
and developing supplies of pipeline quality natural gas with some gas liquids. This production is
supposed to go online in the fall of 2011and more will be known at that time. This will be the
first commercial production of natural gas and related liquids in Idaho . As a whole, the
Committee finds that current plans by Idaho suppliers result in an outcome that lines up
reasonably well with the Idaho Energy Plan policy objectives. The Committee is also mindful
that major restructuring initiatives can have unintended consequences. As a result, the

However, there are a few key areas where action is recommended. First, the Committee finds

that cost-effective energy conservation and energy efficiency measures provide the greatest

economic and environmental benefits for Idaho (and enhanced economic competitiveness for our

EUUDPOI UUI UAKWEOE wUIT Oriariy erelgyuéséuted; Boyvéven,ithere drd nthlly

EEUUPI UUwUT EVWEUUUIT OU0O0a wx gitilizéd @it pddeotial ? Setobdd UUET » wi UO O
the Committee finds that continued support for investments in economically attractive local

renewable energy resources such as wind energy, geothermal energysolar, low -head hydro, and

biomass (biofuels and biopower) fuels could also provide economic benefits, particularly in rural

areas of the state, while representing an environmentally-friendly source of energy. Third, the

Committee finds that conventional resources such as oil, coal, natural gas or nuclear power will

EOOUPOUI wUOWET wdi 1 ET E w0 O undé Gotdmitte& dndodayes suppldrsiol a wEl OEQE
invest in the most environmentally sound methods of extraction, production and delivery of

conventional energy. Fourth, the Committee recognizes that technology innovation, global

market evolution, and regulatory changes have a high probability of changing our energy choices

and options, should be closely monitored and policy updated accordingly. Finally, the

Committee finds that local officials asked to ma ke decisions about whether and under what

conditions to allow the construction of major energy production and major electric generating or

transmission facilities would benefit from access to the expertise and information of state

agencies and the public in general will benefit from a continued focused, fact -based dialogue

concerning energy options, risks, and opportunities

3.2.SUMMARY OF ELECTRIC UTILITY INTEGRATED RESOURCE PLANS
OOwoOi w( EET OzUwhOYI U0OOUWOPOI EwUUPODUMBdguErl YI OOx w( OUI T
basis. The IRP is a comprehensive decision support tool and road map for utility planning. These
plans address supply -side resources, demandside measures, load forecasts, potential resource
portfolios, risk analysis , and near-term and long -term action plans. The plans are developed with
state utility commission staff, state agencies, customer and industry advocacy groups, project
developers, and other stakeholders.

mix of low -cost/low-risk resource, both on the supply- and demand-side, that meet our customer
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loads while reducing both rate variability and our environmentalfoo Ux UPOUS8 2> ww3 T PUwPUWEOOU
with general practices among other electric utilities, and the results can be seen inFigure 3.1,

which shows the investor owned utility planned additions through 2020, weighted by the

percentage of eachcompanyz ldad located in Idaho. The actual resources may be located outside

of Idaho. Major planned investments are listed by online service date in Table 3.1

( EET Oz UwUO T -ownédwtiit@sy Avista, @aho Power, a nd Rocky Mountain Power all filed

updated integrated resource plans (IRP) with the Idaho PUC in 2011. The following sections

provide a brief overview of each utilit & zcUrrent x OEOWE U wb i OOWEU wx OEOUwi OUw( EET C
utilities.

AVISTA CORPORATION

Avista filed its latest IRP in August 2011. The plan highlights a newly signed contract for the 100
MW Palouse Wind project located near Spokane, Washingtonand an additional 120 MW of
nameplate wind (or other qualifying renewable resources)by 2020. Beyond the recent Palouse
Wind acquisition, Avista does no t anticipate a need for new resources until late in this decade.

Energy efficiency reduces Y B Ulodg grainn by 4 8 percent over the IRP timeframe. The

energy efficiency measures are expected tareduce utility loads by 310 aMW of cumulative energy

over the next 20 years. In addition to customer -supplied efficiency, AYDUUEz Uwl UPEwWOOE]I UODPAE
and distribution feeder upgrade programs are projected to reduce load by a further five aMW by

2013 growing thereafter .

756 MW of natural gas-fired generation facilities are required between 2018 and 2031. Finally,
transmission upgrades will be needed to carry the output fr om new generation 0 Ow YPUUEz UwOOEEU

PACIFICORP / ROCKY MOUNTAIN POWER

I EEDPI D" OUxs Uwl Y hhw( ditafedtte Bded far h $igdifit&htUabumt/ofdi&nO
resources to offset load growth over the next several years.Their preferred plan focuses on
acquiring combined -cycle combustion gas turbines, renewable resources, and significant
increases in energy efficiency measures. The IRP estimateaverage annual energy efficiency
measure additions equivalent to about 130 MW, along with 250 MW of load c ontrol added
through 2015. The National Renewable Energy Laboratory (NREL) ranked PacifiCorp third in the
nation for its green energy power (renewable energy sales) programs, tenth in green power sales
as a total percent of retail sales, andsecondin green energy customer participation. 132 They plan
to continue actively pursu ing green energy options, with plans to add 100 to 300 MWper year in
wind resources beginning in 2018, as well asadditional solar and biomass resources3 For
PacifiCorp, energy efficiency represents the largest resource added on an average capacitypasis
through 2030.

renewable and costeffective energy resources to their customers. They are also required to meet

132 http://www.nrel.gov/news/press/2010/838.html

133

http://www.pacificorp.com/content/dam/pacificorp/doc/Energy_Sources/In tegrated_Resource_Plan/2011IRP
/2011IRRMainDocFinal_Voll -FINAL.pdf
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increasingly stringent mandatory federal reliability standards, which require infrastructure
sufficient to withstand unplanned outages. Significant new transmission capacity is needed to
adequately serve customers load and growth needs in the long-term. In November 2010, they
placed the first major segment of the Energy Gateway (double-circuit 345 kV Populus to Terminal
line) in service, ahead of schedule and within budget. The Gateway West Project(jointly own ed
by Idaho Power and PacifiCorp) includes approximately 1,100 miles of new high-voltage
transmission lines between the Windstar Substation near Glenrock, Wyoming and the
Hemingway Substation near Melba, Idaho, approximately 300 miles of 230 kilovolt (kV) lines in
Wyoming and approximately 800 miles of 500 kV lines in Wyoming and Idaho. The projectis
scheduled for line segments to be completed in phasesby 2018134

IDAHO POWER COMPANY

(EET OQw/ Ol Uz Uwl Yhuhuw( 1/ wxUOx OUI UwU and GepandiedpadsewiE OO U O U U wi(
programs. By 2020, Idaho Power expects energy efficiency programs will reduce average annual

load by almost 160aMW. Demand response programs are also forecast to reduce summer peak

load in 2020 by 385 MW.

The Langley Gulch combined-cycle combustion turbine is currently under construction and is
expected to be online in the summer of 2012. In addition, the Neal Hot Springs geothermal
project is expected to begin delivering energy to Idaho Power in 2012 and a significant amount of
PURPA wind projects will be completed by the end of 2012. Idaho Power currently has 395 MW
of wind generation on its system and an additional 363 MW is expected to be completed by the
end of 2012 which will bring the total to nearly 760 MW (nameplate).

Beyond! Y hl OQw( EET Ow/ Ob1 Uztthos@ibsriurassuik i©tBd Bbardmanid 1 w
Hemingway transmission line. This project will allow Idaho Power to access the Pacific
Northwest energy market to serve growing summer peak load and also facilitate the deliv ery of
energy in the region year-round. The project is currently in the permitting phase and is expected
to be completed by the summer of 2016.

(# ' .z2w, 4- (" DCOOPERATIVEUTILIT IES

There are28rural electric cooperatives and municipalities providi ng electric service in Idaho.

These utilities are customers of the Bonneville Power Administration (BPA), receiving most of

their required power resource from BPA. BPA posted a 2010 Resource Program to help

determine the amount, type, and timing of new r esource acquisitions. The program is guided by
EOQOEWEOOUDPUUI OUwPPUT wlOT T w- OUUT PI UOw/ OPT UWEOQEW" OOUIT UYEI
and cooperative customers) incremental energy needs for the next several years can be met by

O11 UPOT wUT T WEOOUT UYEUDPOOWUEUT T OUwPOwWUIT 1 1ahdDUOEPOZ Vw2 DI
mid -term market purchases. BPA will update the Resource Program periodically as load

forecasts, the Power Plan, and customer requirements and resource opportunities evolve.

BPA establishes targets for energy efficiency for the region based on the integrated regional plan

Ol wOT 1T w" OUGEPOZUw2HRUT w/ 6Pl Uw/ OEC8ww UwWEwUI gUPUIT O1 OUL
utilities includes an allocation for conservation that will be p aid back to the utility upon

completion of approved energy efficiency measures to help meet the target.

134 http://www.gatewaywestproject.com/project_info.aspx
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Although historically the Idaho municipal and cooperative utilities have been able to rely on BPA

i OUWEOOwWxOPI UwlOl 1 EVUOWUT T woOl pw!/ wEOOUUEEUUOWI i i1 EUDYI
federal power available to all utilities. Each utility will be faced with acquirin g resources to meet

any future load growth. These resources may be developed or acquired independently or jointly

with other utilities, including BPA (tier two power purchase). Each utility will follow its own

City Council or board approved process for e valuating resources and determining the best power

resource acquisition. These processes are public processes and involve consideration of factors

related to load forecasting, power availability/variability, costs, and transmission availability.

3.2.1.Conventional Resources
Growing concerns over emissions and climate change regulations have made itimpractical to
pursue the construction of new conventional coal -based generationin Idaho. Natural gas-fired
simple-cycle (SCCT) and combined-cycle combustion turbines (CCCT) have lower emissions and
are the primary conventional resources being considered by utilities. Because SCCT and CCCT
resources have a relatively low capital cost and natural gas prices are forecast to remain low,
natural gas resources are one of the least expensive new resources that can be built.

Natural gas plants also provide significant operational benefits because they can quickly ramp
their output up and down to foll ow changing electricity demands, including the changes inthe
generation from wind projects. New advanced turbine technology, coming to market soon, will
increase opportunities to hybridize renewable and gas-based generation and offer more
opportunities for Idaho -based generation This operational flexibility i s becoming more valuable
as the amount of wind generation in the Pacific Northwest continues to increase.

The potential for carbon regulation is a risk factor that Avista, Idaho Power, and PacifiCorp
include in their IRP analyses as it impacts both existing resources and the selection of new
resources. With both coal and natural gas, air emissions are risk factors that Avista, PacifiCorp,
and ldaho Power include in their IRP analyses. In particular, coal is a highly carbon -intensive
fuel source, so future carbon dioxide emission limits and emission costs are specifically
addressed. Other emission such as particulates, sulfur dioxide, and oxides of nitrogen are also
considered.

Figure 3.1lindicates that natural gas is the preferred resource for our eledric utilities in their

x OEOOPOT w3 PUwWDOiI OUOEUDPOOOWT EReStor BwoédWditesy Bldol w( 1/ UwOi w(
shows a commitment to renewable resources as well as system upgrades (including transmission,

distribution, and increasing the efficien cy of existing power plants.)

The focus on natural gas seems like a logical conclusion at this point in time. Natural gas plants
are built in smaller, more modular units that can quickly ramp their output up and down to

follow changing electricity demands . Natural gas is relatively abundant, clean burning and easy
to distribute. Nearly 87% of U.S. natural gas used is domestically produced 35 Natural gas
(largely methane) burns more cleanly than the other fossil fuels (45% less carbon dioxide emitted
than coal and 30% less than oil) duethe chemical nature of the fuel having a highly efficient
combustion processand being a less carbonintensive fuel .13 |t typically has greater price

135 http://www.fueleconomy.gov/feg/bifueltech.shtmi
136 http://ffossil -fuel.co.uk/natural -gas/the-advantages-of-natural -gas
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volatility than coal. Nevertheless, natural gas units are often required b ecause of the operational
flexibility that they provide. In addition, the capital costs of a natural gas plant are significantly
lower on a per-kW basis than a coal plant. Although natural gas is more environmentally

friendly than other fossil fuels, it is a non -renewable energy source, and its extraction process can
create environmental issues. Additionally, expanded pipeline access in the region and increasing
attractiveness of natural gas for direct use and power generation means that natural gas prices
are vulnerable to price volatility as observed in the past.

3.2.2. RenewableResources
The utility IRPs show planned additions of hydroelectric, wind, solar, geothermal, a nd
landfill/biomass gas resources. The cost and operational flexibility of hydroelectric plants
depends upon the location, availability of a storage basin, timing of river flows, and fish flow
requirements. The most costeffective and operationally flexi ble sites have already been
developed, so the potential for cost-effective hydroelectric power is limited. This is reflected in
the relatively small hydropower additions in the utility IRPs.

Wind power is a technology that can produce energy at arelatively low cost compared to other
renewable resources. However,since wind power is an intermittent power source , system
planners must assure that there is sufficient dispatchable generating capability (capacity) in the
rest of the electric system tomeet instantaneous customer demands regardless of when or how
much wind is blowing or it decreases In addition, the variability of wind resources can cause
OYI UEOOwUaUUlI OWEPUXxEUET wEOUUUWUOWPOEUI EUI 6 ww3T 1 Ul w? Uz
projections of wind power expansion.

The large quantity of wind resources being built in the Pacific Northwest is driven in great part

by renewable portfolio standards (RPS) adopted by surrounding states. While Idaho does not
have an RPS, attractive PURPA rates havded to the construction of a considerable amount of
wind generation in Idaho. In addition to hydropower and wind energy, geothermal, biomass,
landfill gas, and digester plants are planned on behalf of Idaho customers through 2020. Because

these types ofresources tend to be small in size and difficult to develop on a utility scale, many of
these projects will happen under PURPA.

3.2.3. Electricity Fuel Mix
Figure 2.14indicates that Idaho currently receives nearly half of its electricity from hydroelectric
power facilities. Coal provides about 38 percent, and non-hydro renewables approximately 3
percent. Given the planned plant additions shown in Table 3.1and the resource mix shown in
Figure 3.1, the share of power from non-hydro renewables is forecast to increase substantially

3.2.4. New Resource Additions
Figure 3.1 shows the total planned additions by all companies through 2020, weighted by the

of Idaho. Major planned generating facilities investments through 2020 are listed by online
service date in Table 3.1.
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Table 3.1. Planned Investments in Electric Generating Facilities by Idaho Investor -Owned
Utilities, 2012 -2020

Nameplate
oA Investment Type Capacity Utility
(MW)
20102015 | Distribution Efficiencies 28 Avista
20112015 | Oregon Solar Programs 19 PacifiCorp
20112021 | Coal Plant Turbine Upgrades 65 PacifiCorp
2012 Northwest Wind 120 Avista
2012 Combined-Cycle Combustion Turbine 300
Idaho Power
(Langley Gulich)
20122018 | Micro Solar- Water Heating 30 PacifiCorp
20142016 | Combined-Cycle Combustion Turbine 1,222 PacifiCorp
2015 ShoshoneFalls Upgrade 49 Idaho Power
2016 Boardman to Hemingway Transmission 450 Idaho Power
20182019 | Existing Thermal Resource Upgrades 4 Avista
20182019 | Northwest Wind 120 Avista
20182029 | Wind, Wyoming 2,100 PacifiCorp
2019 Simple Cycle Combustion Turbine 83 Avista
2019 Combined-Cycle Combustion Turbine 475 PacifiCorp
2020 Simple Cycle Combustion Turbine 83 Avista

Note: Table3.1reports the preferred resource strategy from each utility based upon their 2011 IRPs.

Figure 3.1. Electric Investor Owned Utility Planned Additions Through 2020 (aMW)

Hydro Thermal Upgrades
1.0% 1.3%

Natural Gas
42.0%

System Upgrades
9.3%

Solar
1.0%

Source: Avista, ldaho Power, and Rocky Mountain Power IRPs for 2011

3.2.5. New Resource Costs
Recent cost increases have significantly impacted the cost of new supplyside resources,
especially when compared to the cost of the existing resources Figure 3.2 is taken from Idaho
/ Opl Uz Uwl Yhhw( 1/ wéedsndoliardgelmadhivdtt adury Myh) for
ldaho Powerz Uwil RDUUDOT wi aEUOI Ol EOUUPEwWUI UOUUEIT UWEOEOwWI 1 O1 U

2012 ldaho Energy Plan 79



from the Elkhorn Valley Wind Project. In addition, Figure 3.2 alsoshows the estimated cost of
energy from new resources considered in thelRP.

Figure 3.2. Energy Cost of Existing and New Supply -Side Resources
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1) Cost of existing resources based on 2010 costs
2) Cost of new resources based on 30-year levelized cost estimates
3) Cost of existing wind is for the Elkhorn Wind Project only (Elkhorn produced approximately 80% of the wind generation purchased by Idaho Power during 2010)

Source: Idaho Power 2011 IRRtp://www.idahopower.com/pdfs/AboutUs/PlanningForFuture/irp/2011/2011IRPFINAL.pdf

While it is important to consider the costs presented in Figure 3.2, it is critical to point out that

these figures do not provide a comparable basis for evaluating all of the costs and values of the

resources considered without including other factors such the peak-hour capacity costs shown in

Figure 3.3. This is because the unitcosts ($/MW/h) of the new resources shown are the total costs

for a project divided by the amount of energy generated. For a new resource such as wind, the

$89 is close to representing a total value for that resource, since the capacity contribution of a

wind plant is typically only about five percent of its nameplate. When compared with the

21 01 U1l awddOOa?» wYEOUT woOil wOT T w" " " 3wlOl w3 hYyNOwUOi 1T wYEOUT woi
HoweverOwUT 1T w?1 O UT awdOO0a?» wYEOUI woOi valud of that résdutcey® U wN U U U WE w:
which includes significant capacity on a planning basis as well as quick -start integrating and

load-following capabilities. A true total value comparison of the resources would involve either

stripping out the costs associated with the capacity and integration values of the dispatchable

Ul UOUUET UwlOOwUT OPwEOwW?1 O1 Ul awdO0a» wEOQUUWEOOXxEUDUOOO w(
integration costs to the non-dispatchable resources to allow for a total value look.

Further, the value that each type of resource provides in conjunction with the other resources in a
U U b Ogenegratiprportfolio must also be considered. Supply -side resources have different
operating characteristics, making some better suited for meeting capacity needs while others are
better for providing energy. The low capital cost and dispatch capability of a simple -cycle
combustion turbine (SCCT) resource makes it a good choice for meeting capacity needs, as long
as it is needed for only short durations to meet peak-hour load. A geothermal resource typically
provides maximum generation during peak load periods, but because it is non -dispatchable and
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generally provides constant generation year round (baseload), it is considered a better energy
resource. Wind, as discussedabove, has favorable characteristicsbecause it can displace fossH
fuel sources of energy when the wind is blowing; however, it provides almost no peak -hour
capacity due to the variable and intermittent nature of the generation.

Figure 3.3. 30-Year Levelized Capital Cost of Peak -Hour Capacity

Source: Idaho Power 2011 IRRtp://www.idahopower.com/pdfs/AboutUs/PlanningForFuture/irp/2011/2011IRPFINAL.pdf
Figuret 8+ WPUWEOUOWUEOI OQwi UOOw( EET O weablévélited dapital yobthuw( 1/ wE OE
in dollars per MW of peak -hour capacity for many of the supply -side resources evaluated in the
2011IRP. This metric provides useful information on the value of each resource type in terms of
providing peak -hour capacity. Idaho/ OP1 Uz Uwx ]l EOQOWOOEEUVUwWUaxPEEOOa WOEE UUWE
7:00 p.m. on hot summer days; the expected capacity factor for each resource type during this
time period is also shown in Figur e 3.3.

Resources capable of providing 100 percent of nameplate capacity during peak load periods have
an obvious cost advantage when compared to resources with lower peak-hour capacity factors,
such as wind. Because wind, as stated abovecan be counted a to only provide five percent of
nameplate capacity!3” during the peak -hour, 20 MW of nameplate wind would need to be built to
get one MW of peak-hour capacity.

3.2.6. Transmission Planning
Pursuant to recent rules adopted by the Federal Energy Regulatory Commission (FERC)!38,
( E E Tifbestdnowned utilities are required to participate in local and sub -regional transmission
planning and to coordinate with neighboring sub -regional planning groups. Two Pacific

137 The Northwest Power Planning Council Sixth Northwest Conservation and Electric Power Plan
Appendix D: Wholesale Electricity Price Forecast, page D-8,
http://www.nwcouncil.org/energy/powerplan/6/final/SixthPowerPlan_Appendix_D.pdf

138 FERC Order Nos. 890 and 1000
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