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SUMMARY OF TRIPLE-E REPORT

Table |

For 2005, utility expenditures on a cash basis were $7,561,547. Of this amount, 67% was
for customer incentives. By fuel, 61% of electric expenditures and 81% of gas
expenditures went directly to the customer via incentives. Regional expenditures for
participation in the Northwest Energy Efficiency Alliance (NEEA) for 2005 were
$642,207. For electric, the bulk of the expenditures were allocated to HVAC (47%),
Lighting (26%) and Industrial Process (15%). For gas, the expenditures were mostly
attributed Shell (50%), Resource Management (30%) and HVAC (26%).

Table 2
Indirect, non-regional utility costs were $390,386 ($326,799 electric and $63587 gas).

For electric, indirect costs were assigned 88% to Commercial/Industrial, 4% to Limited
Income and 9% to Residential. For gas, indirect costs were assigned 79% to
Commercial/Industrial, 5% to Limited Income and 16% to Residential.

Table 3

Direct incentives and indirect utility costs were allotted across the customer segments
with the bulk going to HVAC (47%) and Lighting (26%) for electric and Shell (50%),
Resource Management (30%) and HVAC (26%) for gas.

Table 4

During 2005, both Idaho (effective March 15) and Washington (effective July 15)
Schedule 90 incentives were increased. This increase did not affect the surcharge that is
Ievied in Schedule 91. For electric, direct customer incentives were mostly allocated to
HVAC (45%) and lighting (27%). For gas, direct customer incentives were allocated
mostly to Shell (54%). Resource Management (29%) and HVAC (23%).

Table S and 6

Savings are counted on a derated basis of first-year savings in the following manner: 75%
when the project is contracted, 20% when the project begins construction and the
remaining 5% when project completes. Post-audit analysis shows that 58 million kwhs
and 1.1 million therms of savings were acquired through our local DSM programs. This
year is the first time we have provided savings by state in the Triple E report. For,
electric 30% is attributable to Idaho and 70% to Washington. For gas, 15% is attributable
to Idaho and 85% to Washington. This does not include the interactive effects. At the
spring Triple-E meeting, the question was raised about the amount of savings claimed
where customers did nof receive an incentive. For 2005, we claimed 1,368,471 kwhs
(2%) and 330,916 (30%) therms for non-incentivized projects.

Table 7
Most of the electric non-energy benefits were attributable to four site-specific projects for

labor savings, production savings and annual refrigerant replacement savings. Gas non-
energy benefits were fairly insignificant. It should be noted that during this time period,
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there was a large Industrial Process project (WA) that had no non-energy benefit estimate
even though there will be significant non-energy benefits associated with the project.

Table 8

The bulk of the electric customer costs are allocated to Industrial Process (51%), HVAC
(23%) and Lighting (21%) and the gas customer costs were attributed mostly to HVAC
(59%) and Shell (35%). 1t should be noted that of the $16.5m Commercial/Industrial
Industrial Process customer costs, $9m is attributed to one project (WA).

Tables 9-13

Also included for the first time, is the cost effectiveness benefit/cost statistics by state.
The main driver of the Total Resource Cost-effectiveness (TRC) is the customer cost
which for this report is 93%. Electric TRC is 1.20 and gas TRC is 1.10. The gas TRC is
weighted down for a Limited Income adjustment on 2004 activity made in 2005. If that
adjustment was backed out, the Limited Income TRC would have been 1.82 and the
portfolio TRC would have been 1.17. Since the Utility Cost Test (UCT) takes into
account incentive costs rather than customer costs, it should always be better—for
clectric it is 3.42 and for gas 3.00. Participant test is 1.52 and 2.27 and the non-
participant tests are 0.78 and 0.60 for electric and gas, respectively.

Table 14

We began 2005 with a negative aggregate balance of $1.6 million. We ended August
with a positive aggregate balance of $296k completing the 4-year business plan to return
the tariff rider balance to zero. As of the end of 2005, the aggregate balance is negative
$442k due to projects being paid immediately upon completion rather than scheduling
payments at a future date as stated in their contracts.

Table 15

Historically, the Company has committed to delivering energy savings in proportion to
the amount of tariff rider revenues being expended. For 2005, we delivered electric
savings that were 119% and gas savings that were 416% proportionate. Proportionality
on an mmbtu basis was 160%.
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Table 1E Electric Utility Costs Aggregated by Programs and Customer Segments

lm:.entives1 Implementation TOTAL

SEGMENTS
Commercial/industrial § 2,719,420 § 734,011 1 & 3,453,430
Limited Income § 201,482 § 40,007 | $ 241,489
Residential $ 212,048 § 265,880 | $ 477,928
GENERAL
General (Implementation) $ - 3 326,799 | $ 326,799
OTHER EXPENDITURES
Regional* § - $  642207]3 642,207

TOTAL § 3,132,950 $ 2,008,903 | § 5,141,853

BROKEN OUT BY CATEGORY

Total assigned to segments § 3,132,050 $ 1,039,897 | $ 4,172,847
Total assigned to general $ - $ 326,799 % 326,799
Total assigned fo other § - $ 642,207 | $ 642,207
TOTAL §$ 3,132,950 $§ 2,008,903 || $ 5,141,853

CATEGORY AS A PERCENT
Total assigned to segment 60.9% 20.2% 81.2%
Total assigned to general 0.0% 6.4% 6.4%
Total assigned to other pgms. 0.0% 12.5% 12.5%
TOTAL 60.9% 39.1%]| 100.0%

Total non-regional utility cost $ 3,132,950 $ 1,366,696 || $ 4,499,646

NOTES:

1} Incentives are accounted for on a cash basis and will not match de-rated incentive expenditures amounts.
2) Costs associated with membership in NEEA are included in this table, but are excluded from all other

tables.
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Table 1G Gas Utility Costs Aggregated by Programs and Customer Segments

incentives' Implementation  TOTAL

SEGMENTS
Commercial/industrial $ 1,213,566 § 259,256 || $ 1,472,822
Limited Income § 495343 § 14686 % 510,029
Residential $§ 241464 § 131,791 | $§ 373,255

GENERAL
General § - 3 63587 || $ 63,587

OTHER EXPENDITURES

Regional®* $ - $ - $ -

TOTAL $ 1,950,373 § 469,321 § $ 2,419,694

BROKEN OUT BY CATEGORY

Total assigned to segments $ 1,850,373 § 405,733 1 $ 2,356,106
Total assigned to general § - $ 63587||$ 63,587
Total assigned to other § - $ -

$ -
TOTAL § 1,950,373 § 469,321 | $ 2,419,694
CATEGORY AS A PERCENT
Total assigned to segment 80.6% 16.8% 97.4%
Total assigned to general 0.0% 2.6% 2.6%
Total assigned to other pgms. 0.0% 0.0% 0.0%
TOTAL 80.6% 19.4%| 100.0%

Total non-regional utility cost $ 1,950,373 § 469,321 " $ 2,419,694

NOTES:

1) Incentives are accounted for on a cash basis and will not match de-rated incentive expenditures amounts.
2) Costs associated with gas programs in support of regional initiatives appear in this table but are excluded
from other tables.

5/34



Table 1EG Electric Utility Costs Aggregated by Programs and Customer Segments
lncentlves1 Implementation TOTAL

SEGMENTS
Commercial/industrial $ 3,032,086 § 993,266 || § 4,926,252
Limited Income $ 696,825 §$ 546934% 751518
Residential § 453,512 § 397671|$ 851,183

GENERAL
General (Implementation) $ - $ 390,386 | § 390,386

OTHER EXPENDITURES
Regional* § - $  642207f$ 642,207
TOTAL $ 5,083,323 § 2,478,224 ¢ 7,561,547
BROKEN OUT BY CATEGORY 1
Total assigned to segments $ 5,083,323 $ 1445631 $ 6,528,953
Total assigned to general $ - $ 390,386 1 $ 390,386
Total assigned to other $ - $ 642,207 § § 642207
TOTAL § 5,083,323 $ 2,478,224 [[ $ 7,561,547

CATEGORY AS A PERCENT
Total assigned fo segment 67.2% 19.1% 86.3%
Total assigned to general 0.0% 5.2% 5.2%
Total assigned to other pgms. 0.0% 8.5% 8.5%
TOTAL 67.2% 32.8%] 100.0%
Total non-regional utility cost  $ 5,083,323 $ 1,836,017 || § 6,919,339

NOTES:

1) Incentives are accounted for on a cash basis and will not match de-rated incentive expenditures amounts.
2) Costs associated with gas programs in support of regional initiatives appear in this table but are excluded

from other tables.
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Table 2E Assignment of Non-Regional Electric Utility Costs to Customer Segments

Directly charged l
Directly charged  implementation Assigned Total directly Total assigned] Total utility
incentive cost cost general cost | charged costs  general cost cost
[A] (8] [C] (D) [E] [F]
Commercial/industrial { $ 2,719,420 § 734011 $ 2861901% 3453430 § 286,190 |$ 3,739,620
Limited Income | $ 201,482 § 40007 $§ 11946 % 241,489 § 11,946 | § 253,435
Residential | § 212,048 § 265880 § 28663]% 477,928 § 286631% 506,591
$ 3,132,850 §$ 1,039,887 § 326799)¢% 4,172,847 § 326,709 $ 4,499,646
Table 2G Assignment of Non-Regional Gas Utility Costs to Customer Segments
Directly charged I
Directly charged  implementation Assigned Total directly Total assigned] Totat utility
incentive cost cost general cost | charged costs  general cost cost
[A] (8] [C] (D] [E] [F)
Commercial/lndustrial | $ 1,213,566 | § 259,256 § 50256|% 1,472,822 $ 50,256 §{ $ 1,523,077
Limited income | $ 4953431 % 14,686 $ 31421 % 510,029 § 3142318 513,171
Residential ] $ 241,464 1 % 131,791 § 10,1901 % 373,255 § 10,1901 $ 383,445
$ 1,950,373 $ 405733 § 63,5871 ¢ 2,356,106 % 63,587 | % 2,419,694

NOTES:

Column [ A ] Represents direct cash incentives. This does not reconcile to accrued incentives
used for cost-effectiveness calculations. -

Column [ B | Represents implementation costs that were charged directly to each customer
segment.

Cotumn [ C ] General costs have been assigned to customer segments based upon that
segments share of energy acquired during 2005.

Column [ D ] The sum of directly assigned implementation and cash incentive costs.

Column [ E ] Equal to Column [C }.

Column [ F ] The total utility cost, including incentives but excluding costs associated with
regional programs for each customer segment,
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Table 9E (ID) Electric Cost-Effectiveness Benefit/Cost Statistics by Customer Segment

Total

Resource Utility Cost  Participant Non-Participant

Cost Test Test Test Test
Commercial/Industrial 4.46 3.17 8.17 0.81
Limited income 1.36 1.36 NA 0.48
Residential 3.49 12.14 5.38 0.84

o

PORTFOLIO 4.36 3.65 7.87 0.82

NOTES:

Cost-effectiveness calculations do not inciude costs or benefits associated with regional programs.
"N/A" is listed for segments with benefits, but no costs.

Table 9G (ID) Gas Cost-Effectiveness Benefit/Cost Statistics by Customer Segment
Total
Resource Utility Cost  Participant Non-Participant
Cost Test Test Test Test
Commercial/industrial 0.79 3.27 1.86 0.64
Limited Income 0.27 0.27 NA 0.20
Residential 1.09 4.52 2.18 0.55
PORTFOLIO 0.85 2.74 2.08 057
NOTES:

Cost-effectiveness calculations do not include costs or benefils associated with regional programs.
"N/A" is listed for segments with benefits, but no costs.
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Table 9E (WA) Electric Cost-Effectiveness Benefit/Cost Statistics by Customer Segment

Total
Resource Utility Cost Participant Non-Participant
Cost Test Test Test Test
Commercial/lndustriai* 0.64 3.24 0.73 0.79
Limited Income 3.02 3.02 NA 0.57
Residential 2.40 6.75 5.18 0.65
PORTFOLIO 0.69 3.33 0.85 0.76

NOTES: :
Cost-effectiveness calculations do not include costs or benefits associated with regional programs.

"N/A" Is listed for segments with benefits, but no costs.
“With the large industrial process project pulled out (high customer cost, no non-energy benefits), the CI TRC

would be 0.93 and the portfolio TRC for Washington electric would be 0.99

Table 9G (WA) Gas Cost-Effectiveness Benefit/Cost Statistics by Customer Segment
Total
Resource Utility Cost  Participant Non-Participant
Cost Test Test Test Test
Commercial/industrial 1.20 3.41 213 0.66
Limited Income 1.34 1.34 NA 0.43
Residential 0.99 4.34 1.89 0.55
PORTFOLIO 1.16 3.08 2.31 0.61
NOTES:

Cost-effectiveness calculations do not include costs or benefits associated with regional programs.
"N/A" is listed for segments with benefits, but no costs.
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Table 9E (ID) Electric Cost-Effectiveness Benefit/Cost Statistics by Customer Segment

Total
Resource Utility Cost ~ Participant Non-Participant
Cost Test Test Test Test
Commercial/lndustrial 4.46 3.17 8.17 0.81
Limited Income 1.36 1.36 NA 0.48
Residential 3.49 12.13 5.38 0.84
PORTFOLIO 4.36 3.65 7.87 0.82

NOTES:

Cost-effectiveness calculations do not include costs or benefits associated with regional programs.

“N/A" is listed for segments with benefits, but no costs.

Table 9G (ID) Gas Cost-Effectiveness Benefit/Cost Statistics by Customer Segment
Total
Resource Utility Cost  Participant Non-Participant
Cost Test Test Test Test
Commercial/lndustrial 0.80 3.29 1.86 0.64
Limited Income 0.27 0.27 NA 0.20
Residential 1.09 4.54 2.18 0.56
PORTFOLIO - 0.85 2.75 2.08 0.57

NOTES:

Cost-effectiveness calcutations do not include costs or benefits associated with regional programs.

"N/A" is listed for segments with benefits, but no costs.
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Table 9E (WA) Electric Cost-Effectiveness Benefit/Cost Statistics by Customer Segment

Total
Resource Utility Cost Participant Non-Participant
Cost Test Test Test Test
Commercial/lndustrial* 0.64 3.24 0.73 0.79
Limited Income 3.02 3.02 NA 0.57
Residential 2.40 6.75 2.18 0.65
PORTFOLIO 0.69 3.33 0.85 0.76

NOTES:

‘Cost-effectiveness calculations do not include Costs or benefits associated with regional programs.

"N/A" is listed for segments with benefits, but no costs.

*With the large industrial process project pulled out (high customer cost, no non-energy benefits), the Cl TRC

would be 0.83 and the portfolio TRC for Washington electric would be 0.99.

Table 9G (WA) Gas Cost-Effectiveness Benefit/Cost Statistics by Customer Segment
Total

Resource Utility Cost  Participant Non-Participant
Cost Test Test Test Test

Commercial/industrial 1.20 3.42 2.13 0.66

Limited Income 1.35 1.35 NA 0.43

Residential 1.00 4.36 1.89 0.55

PORTFOLIO 1.16 3.09 2.31 0.61

NOTES:

Cost-effectiveness calcuiations do not include costs or benefits associated with regional programs.

"N/A" is listed for segments with benefits, but no costs.
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Table 9E Electric Cost-Effectiveness Benefit/Cost Statistics by Customer Segment

Total
Resource Utility Cost Participant Non-Participant
Cost Test Test Test Test
Commercial/industrial 1.14 3.22 1.37 0.81
Limited income 2.89 2.89 NA 0.57
Residential 2.77 8.80 8.57 0.67
PORTFOLIO 1.20 3.42 1.53 0.78

NOTES:
Cost-effectiveness calculations do not include costs or benefits associated with regional programs.
"N/A" is listed for segments with benefits, but no costs.

Table 9G Gas Cost-Effectiveness Benefit/Cost Statistics by Customer Segment
Total
Resource Utility Cost  Participant Non-Participant
Cost Test Test Test Test
Commercial/industrial 1.14 3.40 2.08 0.66
Limited Income™ 1.06 1.06 NA 0.40
Residential 1.03 4.42 1.97 0.55
PORTFOLIO 1.10 3.01 2.27 0.60
NOTES:

Cost-effectiveness calculations do not include costs or benefits associated with regional programs.
"N/A” is listed for segments with benefits, but no costs.
“*Prior to adjustment on 2004 activity, the Limited Income TRC would be 1.82 for 2005.
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Table 10E Electric Cost-Effectiveness Baenefit/Cost Statistics by Technolog_g_/_

Total

Resource Utility Cost Participant Non-Participant

Cost Test Test Test Test
Appliances 1.47 1.91 9.20 0.50
Compressed Air 2.23 5.35 3.31 0.85
HVAC 1.71 7.30 2.17 0.90
Industrial Process 0.99 5.49 1.00 0.97
Lighting 1.11 1.22 2.89 0.52
Motors 0.42 3.73 0.47 0.79
Renewables 0.27 3.38 0.33 0.59
Resource Management 6.16 6.16 NA 6.16
Shell 1.14 3.81 2.18 0.62
PORTFOLIO 1.20 342 1.53 0.78

NOTES:

Cost-effectiveness calculations do not include costs or benefits associated with regional programs.
"N/A" is listed for segments with benefits, but no costs.

Table 10G Gas Cost-Effectiveness Benefit/Cost Statistics by Technology
Total Non-
Resource Utility Cost Participant  Participant
Cost Test Test Test Test
Appliances 0.31 0.45 1.59 0.28
Compressed Air NA NA NA NA
HVAC . 0.88 2.92 1.88 0.56
Industrial Process 0.55 4.54 1.06 0.53
Lighting 0.10 10.39 0.09 0.83
Motors 1.34 2.47 3.83 0.59
Renewables NA NA NA NA
Resource Management 4.13 413 NA 413
Shell 1.30 3.47 3.04 0.54
PORTFOLIO 1.10 3.01 2.27 0.60
NOTES:

Cost-effectiveness calculations do not include costs or benefits associated with regional programs.
"N/A" is listed for segments with benefits, but ro costs.
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Table 11E Electric Net Benefits by Customer Segment

Total
Resource Utility Cost Participant  Non-Participant
Cost Test Test Test Test

Commercial/industrial § 4,518,259 $15,370,356 $ 9,593,646 $ (5,451,067)

Limited Income § 684,738 § 684,738 § 1,481,552 § (796,814)
Residential § 1,622,962 § 2,250942 § 2,870,965 $ (1,290,032

PORTFOLIO § 6,825959 $18,306,035 §$ 13,946,162 § (7.537.913)

NOTES:

Costs and benefits included in each cost-effectiveness test are detalled in Table 13.
Costs associated with regional programs are excluded from all cost-effectiveness calculations.

Table 11G Gas Net Benefits by Customer Segment
Total
Resource Utility Cost Participant  Non-Participant
Cost Test Test Test Test

Commercial/industrial $ 491,318 § 2,807,126 $ 2,628,683 §$ (2.148,082)
Limited Income § 30,407 $ 30407 § 790,004 $ (759,597)
Residential & 38372 $ 1114625 § 1,174,090 $ (1,108,133)
PORTFOLIO § - 560,096 $ 4,042,157 § 4,592,777 $ (4,015,813)

NOTES:
Costs and benefits included in each cost-effectiveness test are detailed in Table 13.
Costs associated with regional programs are excluded from all cost-effectiveness calculations.
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Table 12E Electric Net Benefits by Technology

Resource Management 186,124 % 186,124 § - 186,124
Shell 304,134 §$ 412,070 $ 408,796 § 337,319

PORTFOLIO $ 6825959 § 18,308,035 § 13,946,162 $ (7.537,913)

Total
Resource Utility Cost Participant  Non-Participant
Cost Test Test Test Test
Appliances § 121,668 3% 181,228 § 504,249 § (384,859)
Compressed Air § 394,018 § 577978 $ 431,613 § {37,595)
HVAC § 5841001 § 12125337 § 7,387,365 §$ (1,651,498)
Industrial Process $ (173.036) $§ 3,684,178 § (64,216) $ (128,130)
Lighting $ 758,018 § 944635 § 5581,684 § (5114,653)
Motors §  (359,082) $ 182,561 § (290,970) § (68,112)
Renewables § (14,230) $ 1,924 § (12,358) § (1,871)
$ $
$

NOTES:

Costs and benefits included in each cost-effectiveness test are detailed in Table 13,
Regional program costs and benefits are excluded from all cost-effectiveness calculations.

Table 12G Gas Net Benefits by Technology
Total
Resource Utility Cost Participant  Non-Participant
Cost Test Test Test Test
Appliances $ (174,246) § (90,269) $ 50,926 § (229,004)
Compressed Air  $ - $ - $ - $ -
HVAC § (377.432) $§ 1,897,751 $ 1,966,317 §$ (2,351,473)
Industrial Process § (11,257) $ 10,759 % 1,144 § (12,401)
Lighting § (13,378) §& (277) $ (13,442) $ 64
Motors § 213 § 494 § 797 § (584)
Renewables $ - $ - $ - $ -
Resource Management § 543,852 § 543,852 § - $ 543,852

Shell § 592,344 § 1,679,847 § 2,587,035 $ (1,966,266)
PORTFOLIO § 560,096 $ 403,937 § 4,592,777 $ (4,015,813)

NOTES:

Costs and benefits included in each cost-effectiveness test are detailed in Table 13.
Regional program costs and benefits are excluded from all cost-effectiveness calculations.
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Table 15EG Calculation of Energy Savings vs. Utility Expenditure Proportionality

Actuat 1/1/05 to 12/31/05 cash expenditures
- Less cash incentives
Add in derated Incantives|

Adjusted {for incentives) utility expenditures]
Normalize NEEA expenditures

Total adjusted utility axpenditures
DSM revenues 1/1/05 fo 12/31/05)
Adjusted ulility expenditures divided by actual revenues

Energy savings from Tripie-E Repo

Tariff goal
% of goal achieved

Proportionality (kWh and therm)
Proportionallty (mmbtu)

NOTES:

Adjusted Proportionality Calculation Unadjusted Proportionality Calculation
Elactric Gas Electric Gas;
s 5141853 § 2419654 | § 5,141853 § 2.419,694
$ (3,132,950) § (1.950,373)] $ . s -
3 6,198,808 § 1,539,737 1 § - $ -
] 8207713 § 2,009,058 | § 5141853 § 2,419,694
$ 157,793 § - $ - $ -
$ 8,365.506 $ 2.008,058 | $ 5,141,853 § 2,419,694
$ 6.864.085 § 1821747 {8 6864085 $ 1,821,747
122% 110% 75% 133%
58,245.373 1,093,985 58,245,373 1,099,985
40,000,000 240,000 40,000,000 240,000
146% 458% 146% 458%:
119% 416%,| 184% 345%)
160% 230%

{11 Adiusiments lor the difierence betwesn Cash incentives and hase accrues as projects move through the "pipeling” (contracted 1o construction to
completed) remove the effect of scheduling cash payment of incentives to future datas.
(2) NEEA ravenues have bean adjusted to equal our annual maximum contraciual obligation. Regional energy savings are not reflacted in this

calcutation.
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Appendix A
Methodology for the Recognition of Benefits and Costs

The core intent of this report is to provide suitable information for management of the
Company’s DSM programs and for meaningful oversight by the Triple-E board as well as
forming the foundation for demonstrating regulatory prudence. Key to all of those
objectives is the appropriate matching of costs and benefits under varying circumstances.

As part of the process of managing the DSM programs the Company has developed a
categorization process for site-specific projects as they move towards completion. This
process designates a “scope”, “‘study”, “contracted”, “construction” and “completed”
phase. In addition there is also an “inactive” and “terminated™ phase for projects that are
no longer progressing towards eventual fruition. This categorization is used to identify
projects under various stages of active management and to project future project
completions and cash flow impacts resulting from payment of incentives.

This methodology is applied only to site-specific projects. Non-residential prescriptive
and all residential and limited income projects are realized only upon completion. These
projects are smaller and have shorter more consistent sales cycles, thus reducing the value
and increasing the cost of this form of detailed tracking of projects.

Due to the size of individual projects and the amount of time that some of these projects
can spend in evaluation the Company has developed a “derating” process whereby costs
and benefits are symmetrically realized as a project moves through the “pipeline”.
Specifically 75% of a project is recognized for cost-effectiveness purposes when a project
reaches the “contracted” milestone, an additional 20% is realized (95% in total) when the
project reaches “construction” and the final 5% (100% in total) when the project is
completed and post-verified. Projected energy savings, non-energy benefits and
customer incremental cost are all realized based upon the same schedule.

Specific definitions have been developed around the three phases where there is
recognition of benefits to ensure consistency in the evaluation process and to provide a
sound basis for future projections.

The percentage of project realization is based upon past analysis indicating that over 80%
of projects reaching the “contracted” milestone and approximately 95% of projects
reaching “‘construction” eventually follow through to completion. Since the vast majority
of the utility effort invested in the project is in getting the project to the “contracted”
phase these percentages most appropriately represent the value of the utility investment at
cach of those stages.

Periodic assessments of “stale” projects (those that have remained in a phase for an
extended period of time) are undertaken. Projects that have languished in a phase and are
deemed unlikely to move forward are moved to “terminated” or “inactive” status.
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Projects moving backwards in the pipeline, such as from contracted or construction to
terminated status, result in prior claims for that project being removed from the overall
portfolio. On relatively rare cccasions projects can move backwards from the
construction or completion phases (usually when misunderstandings or administrative
errors have resulted in erroneously advancing a project) resulting in a similar adjustment.

Project status can be revised not only when a project moves to a different stage in the
pipeline, but also when the project characteristics change. Project specifications are
frequently revised after an incentive contract has been signed with potential impacts upon
expected energy acquisition, cost, incentive payments and other factors. As project
expectations are updated in the DSM database these revisions are incorporated into the
overall DSM portfolio status.

When a site-specific project reaches completion a post-verification is made and the DSM
database is updated. If the project has changed since it was originally contracted an
updated incentive calculation is carried out.

Projects with an incentive amount of $50.000 or more, with uncertain savings and where
post-completion tracking can provide improved project commissioning and evaluation
are subject to a performance contract. Typically the performance period is one year after
the project has completed a commissioning period. Revisions to non-performance
contracts occasionally occur after post-verification also occasionally occur as a result of
improved information based upon measurement, evaluation, project commissioning or
account follow-up activities. Revisions may be increase or decrease any of the project
characteristics.

Fundamentally the derating process allows for a more accurate view of cost-effectiveness
and other program characteristics by more closely matching utility resource investment
(particularly marketing and project evaluation) to the consequential benefits. The
improved accuracy and meaningfulness of these diagnostic statistics and projections lead
to an improved ability to manage the DSM portfolio.
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Appendix B
Introduction to Avista’s Analytical Methodology

The analytical evaluation of Avista's programs can largely be divided into two general approaches; the
standard practice cost-effectivencss lests and descriptive statistics. Each approach and each calculation
within the 1wo different approaches provide a different perspective on the status of a program. When
viewed as a whole they are intended to provide a meaningful insight imo the program for purposes of
making informed decisions for the management of individual programs as well as the overall portfolio.

The descriptive statistics. such as direct incentive per kWh saved, general costs per kWh saved and so on
are easily understood and calculated. Over the course of designing, implementing and evaluating these
programs these descriptive calculations are made and modified as necessary.

The cost-effectiveness (ests are a more standardized and, in many ways, a more rigorous analytical tool. In
consideration of their value as a mariagement tool we wrote a brief summary of calculation, meaning and
interpretation of these tests for our implementation staff. This summary has been periodically modified and
redistributed internally and externally for use in introducing the methodology for calculafing and
interpreting the standard practice tests.

Cost-Effectiveness Primer

The four ‘standard practice tests’ were developed in California as a means to evaluate the cost-effectiveness
of demand-side management programs from the perspectives of different participants. These [our tests are:

Total Resource Cost (TRC) tesi: This is a socictal benefit-cost analysis and indicates the cost-effectiveness
of a project is to the whole of society. In recent years the inclusion of non-energy benefits in this test has
become more acceptable (and even expected). These costs include reductions in customer maintenance,
reduced insurance and potentially even the value of reduced emissions and other societal costs of energy
gencration, ransmission and delivery.

Utility Cost Test (UCT): This test indicates whether the utility cost of serving all customers goes up or
down as a result of the program. This is not the customer ‘energy’ cost, which would include end-use
equipment and similar costs, it is only the costs incurred by the utility to serve the customer.

Participant test: This is the cost-effectiveness for the participating customer. It includes the value of the
energy savings (and other savings) from the project vs. the customer project costs.

Rate Impact Measure {RIM) test (also known as the non-participant test): This indicates if the program will
resull in a rate increase or decrease. It is also known as the *non-participant test’ because programs that fail
the RIM rest result in an increase in rates and disadvantage a non-participating customer. The ‘non-
participating customer' bears the cosl of the rate increase without obtaining any program benefits.

What is and isn't included in the four standard practice tests can be shown in the illustrative table:

TRC ucr PART RIM
Electric avoided cost value (utility discount rate) $ 4330973 $ 4,330,973 $ 4330973
Gas avoided cost value (utility discount rate) $ 131,242 § 131.242 $ 131,242
Customer value of kWh savings $ 5.066,599
Customer value of kW savings $ 619,317
Customer value of gas savings $ 102,216
Customer electric incentive received $ 1276582
Customer gas mcentive recerved $ 0
Customer vilue of customer Non-Energy S 0 $ 0

Benefits
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Quantifiable societal benefiis (utility discount $ 0

rate)

Utility value of lost kWh revenue (utility $ 6922382

discount rate}

Utitity value of lost kW revenue utility discount $ 846,160

rate)

Utility value of lost therms revenue (ut. discount $ 145,947

rate)

Customer project costs $ 3,873,881 § 3,873,881

General costs $ 316,794 § 316,794 s 316,794

Non-incentive implementation costs S 534,081 § 534,081 $ 534,081

Measurement & Evaluation costs $ 2584 % 2,584 s

2.584

Eleciric incentive costs $ 1,276,382 $ 1.276,582

Gas incenlive costs h) 0 $ 0

Other utility costs ) 0% 0 s 0

TOTAL BENEFITS § 4462216 § 1462216 F 7064714 § 4462216

TOTAL COSTS $ 4727339 § 2,130,040 § 3,873,881 $ 10,044,529

NET BENEFITS §  (265.124) § 2332176 § 3,190,833 $
(5.582.313)

Benefit / Cost ratio 0.94 2.09 1.82 0.44

The top section of the table is a compilation of program benefits. These are almost entirely the benefits of
the reduced energy consumption. There are two ways of monetarily valuing the reduced energy usage,
cither at the rate that the customer would pay or at the ‘avoided cost’.

The “avoided cost’ is based upon what costs the utility would save by not having to purchase and distribute
the additional energy. These are based upon periodic filings made by Avista in both Idaho and
Washingion, In spite of the fact that the filings of both states are based upon the same utility system, the
avoided costs are not the same. Generally speaking Washington avoided costs are based upon the price of
electricity in the market while Idaho bases their avoided costs on the cost of generating additional kWh's

from Avista’s generation mix.

e avoided cost is the valuation of the energy savings used in the TRC, UCT and RIM tests. Since this is
the value of the savings 1o the utility. the utility discount rate (currently 7.41% from the most recent
filed electric or gas IRP applied to electric and gas analysis) is used 1o calculate a present value
of the stream of future enérgy savings.

From the participating customer viewpoint, the value of the encrgy savings isn't the utility avoided costs.
it"s the rate that the customer would pay. Therefore, in the Participant test the energy rate is used 1o value
those savings. A customer discount rate is then applied to calculate the present value of the stream of
energy savings. Incentives received by the customer are also a program benefit in the participant test.

Other benefits that can be included in the analysis are the customer non-energy benefits and even societal

" henefits. Customer non-energy bencfits might include reduced maintenance, lower insurance premiums,
increased productivity, impraved product, increased comfort, reduced absenteeism, reduced water/sewage
costs and 50 on. Societal benefits could include improved air quality, reduced public sector expense (i.c.
for sewage capacity, etc.), aesthetics efc. Due to the difficulty of accurately tracking and quantifying these
benefits we haven’t been able to include all program benefits in our calculations.
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The table lists the program costs below the section on program benefits. These can be broadly categorized
into three groups: (1) lost utility revenues, (2) project costs and (3) utility program costs.

The lost utility revenues only affect the RIM test. Note that in the RIM test the lost utility revenues
are & cost and the aveided cost of the same energy is a benefit. Unless the utility has a negative margin on
the energy sales (meaning that the wility is losing money [or every kWh or therm sold) the program will
fail the RIM test. This is why a program can only pass the RIM test if it effects underpriced energy sales
(i.e. effects only system-peak energy usage).

The project cost is a cost to society (in the TRC test) and the participant (in the Participant test). These
costs should be those associated with obtaining the energy savings claimed by the program only. This is
because the program benefits nust be consistent with the costs for a legitimate benefit — cost comparison to
be made. The program benefits (in our analysis) are based solely upon the energy savings, therefore the
costs should only be those costs associated with obtaining those energy savings.

The utility costs arc those costs necessary to run the program. These are societal costs {in the TRC), utility
costs (in the UCT) and costs that must be borne by the ratepayer (in the RIM). Note, however, that
incentives are not a societal (TRC) cost. This is because incentives are a transfer pavment from the utility
to the customer and don’t effect the benefits or costs of all of ‘society’,

The final step is simply to add up the benefits appropriate for each test and the costs and perform the
division. The benefit-cost ratio is simply the benefits divided by the costs. If the benefits are greater than

the costs the ‘B/C ratio is over one and the program ‘passes’ that test.

In the example used the program is slightly non-cost effective on a societal basis (with a B/C ratio of .94
and a socictal “loss™ of only $263,000). Oftenumes the TRC test would benefit substantially from
developing project costs that are more consistent with the incremental cost of the energy savings.
Furthermore, frequently benefits don't include the value of the reduced maintenance, increased productivity
etc. that are present in many of the projects due to problems with reporting and/or quantifying these values.

The program passes the UCT with a B/C ratio of 2.09. This means the program reduces the utility cost of
serving customers. In other words, the reduced cost of purchasing energy for the customer is less than the
cost of running the program (including the incentives that we give the customer).

The Participant test also has a B/C that passes (1.82). This means that the participating customers are
benefiting from our program. The value of their energy savings is greater than the project cost (less the
incentive we pay them).

We expectedly fail the RIM test. This means that a non-participating customer is disadvantaged by the
program. They incur the adverse effect of an upward pressure on rates but don't benefit from any of the
program energy savings. The rate pressure is the result of lost revenues and program costs being greater
than the reduced cost of acquiring the energy. Fortunately our programs cover virtually all customer
classes and consequently we can state accurately state that we have very few customers who can truly be
considered ‘non-participants’. Those that don’t directly participate in a program do benefit when their
suppliers, customers or government participate in their programs.

In the past several years the TRC test has become the most frequently reviewed test of the
four original standard practice tests, though most jurisdictions take all four standard
practice tests into consideration. Unfortunately the TRC test is also one that is the most
difficult to accurately calculate since it requires information that isn’t often directly
tracked by the utility (i.e. incremental project costs, non-energy benefits etc.).
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