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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.

2012 ldaho Energy Plan 11



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
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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

2012 ldaho Energy Plan 20



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

Gasoline v. 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

2012 ldaho Energy Plan 38



Figure 2.8. Western U.S. Interstate Natural Gas Pipeline System and Natural Gas Service
Territories

Source: Northwest Gas Associatidttp://www.nwga.org/index.php?option=com_content&view=article&id=153:seiaica
mapé&catid=31:aboutis&ltemid=44
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