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1. Introduction:

Avista’s last Integrated Resource Plan (IRP) was filed with the Commission on August 25, 1997.
That plan showed that the company was surplus for many years into the future. Since then many
things have changed in the electric utility industry and for Avista. Therefore, the company has
prepared this updated IRP to include those significant changes. As discussed later, this updated
IRP will also serve as the basis for a Request- for-Proposal (RFP) that Avista plans to issue.

The following information has been presented at various TAC meetings and will become a
integral part of the next IRP.

I 1997 IRP Update

1. Load Forecast

The 2000 electric sales forecast was prepared during the summer of 1999. The forecast of firm
sales to the core-market is one of the most critical elements and was presented and discussed at
the TAC meeting. Avista Utilities utilizes econometric models to produce sales and customer
forecasts. Econometric models are systems of algebraic equations which relate past economic
growth and development in the geographic communities served electricity with past customer

growth and consumption.
The electrical energy forecast shows an annual average load of 1013 aMW in 2001 increasing to
1159 aMW in 2009. The peak forecast shows 1594 MW in 2001 with 1851 MW in the year

2009. The ten-year compound growth rate for residential usage is 2.3 percent, commercial is 3.9
percent and industrial is 1.6 percent. The overall total energy forecast has a compound growth

rate of 1.9 percent.

The annual load forecast numbers, for both peak and energy, through the year 2009 can be found
on the Requirements and Resources tabulation sheet. :

2. Resource Assessment

Centralia:
The sale of the Centralia coal-fired plant resulted in the loss of 201 MW of capacity and 177

aMW of annual energy from Avista’s resource portfolio. The company entered into a short-term
contract with TransAlta, the new owners of Centralia, to replace a majority of the generation lost.
with the sale of the plant. The term of this contract starts in July 2000 and extends through

December 2003.
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costs and discharge less pollutants into the air than other fossil fuel plants. As shownin
Appendix B, the Northwest Power Planning Council costs for natural gas fired generation

projects range from approximately 41 mills to 43 mills.

At this point in time the following resources would not pass the initial screening. The following '
costs are nominal life-cycle, levelized costs.

Nuclear: Costs are over the 100 mills per kilowatt-hour range. The total cost and the
Jack of public acceptance make this resource option unacceptable.

e Coal: Costs are 80 to 90 mills. The total cost and cost uncertainty in air quality issues
make this resource option unacceptable.

Wind: Costs are 60 to 80 mills. There are indications that costs are declining but our
studies show there are not favorable sites in our service territory so transmission costs
would have to be added. Because wind is intermittent the resource would have to be
discounted for lack of capacity component. This would make this resource option
unacceptable.

Geothermal: Costs are 80 to 100 mills making this resource option unacceptable.

e Solar: Costs are over 240 mills making this resource option unacceptable.

These costs are presented for general comparison purposes. The company will solicit resource
bids from the market in an upcoming Request-for-Proposals (RFP). The company is hoping for
innovative bids from project developers. The RFP bids will be evaluated against the information

that has been gathered both internally and externally.

8. Load and Resource Summary

General:
Included is Avista’s annual Requirements and Resources (Load and Resource Summary) that

shows the company’s load and resource position on an annual basis for the next ten years (see
Appendix D). It is dated June 1, 2000 and will be the same one used in the 2000 IRP. The peak
column is the January peak (the highest forecasted peak for the year) and the average column is
the annual 12-month average for the year. The resource peak numbers are what could be
expected as maximum capacity outputs during January. The hydro peak and energy numbers are
from the final regulation done by the Northwest Power Pool and reflect the reservoir levels in
January per the hydro regulation study (one-year critical periad, 1936-37 water). The average
energy numbers are the expected 12-month averages for the loads, resources and contracts.

All the requirements are shown at the top of the page. Most of the purchases and sales contracts
end by the year 2004. The peak and average forecasted loads are shown on line 1 labeled
System Load. Line 17 Reserves are Avista’s planning reserves and are part of the total

Requirements (as described in Section 3).

The Resource section is comprised of the resources and purchase contracts. Line 19 shows the
system hydro and line 20 is the contract hydro from the mid-Columbia PUD projects (with
critical water conditions). The mid-Columbia numbers decrease due to the Priest Rapids contract
ending in 2005 and the Wanapum contract ending in 2009. Avista is hopeful that a contract
extension can be negotiated with Grant County PUD. Lines 24 and 25 are the company’s existing
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simple-cycle combustion turbines, and lines 33 and 34 are the expected thermal generation
output from Kettle Falls and Colstrip. '

Line 29 shows the BPA residential exchange contract and the 47 MW flat delivery of power to
the company from BPA. There is no dispatchability or flexibility with this contract. Although
this contract has not been signed, Avista feels it is firm enough to be included.

Line 44 is the Surplus (Deficit) numbers calculated by subtracting the Total Requirements from
sta is 287 MW deficit on peak and 318 aMW

the Total Resource numbers. In the year 2004 Avi
deficit on energy under critical water planning criteria.

Resource Flexibility:
Flexible generation resources are a key component to meet the requirements of Avista’s

customers. As depicted in the charts on pages 8 and 9 in Appendix E, Avista experiences load
changes of 100 MW or more during several hours of each day. Loads must be ramped up and
down under a variety of seasonal and load conditions. In order to meet the load, flexible
resources (Cabinet Gorge, Noxon Rapids, Long Lake, Mid Columbia contract hydro, and the
Rathdrum Combustion turbines) are dispatched. Even with these resources, Avista still must
purchase peak energy products to meet customer demand during different times. The market
today tends to offer standard heavy load hour and light load hour products that do not meet load

shaping or following needs.

2004 Study:

A detailed tabulation of the load and resource requirements study of the year 2004 is also

attached (see Appendix E). We chose the year 2004 for an in-depth study because, as mentioned
have ended and future requirements

above, many of the larger supply and requirements contracts
change (for the most part) due to load growth.

This study is shown in two parts. The first study shows on and off peak loads and resource
requirements monthly under critical and normal hydro conditions. The second study goes into
even further detail. We created an hourly Surplus-Deficiency duration Curve for the year 2004
OSYM to gain the following information. By using the Northwest Power Pool’s sixty
year hydro generation study for our system, PROSYM runs 720 (sixty years X 12 months/year)
hydro scenarios into the forecast net system load, all known contracts, and existing resources.
The information gained from this model output shows the company’s resource requirements to
meet load under many different hydro conditions. This duration curve will be used to analyze
how new resource additions will “fit” into the company’s requirements without any affect from
market conditions. As stated before, standard economic modeling must be performed after

dispatch information is gained from PROSYM modeling.

using PR

Load growth expectations based on the forecasted methodologies are explained under Section 1.
Avista doesn’t expect drastic changes in our load beyond the normal load growth that has been
experienced. But the future is uncertain and Avista needs to be flexible enough to handle
unforeseen changes. For example, the company could lose load by having Avista’s larger retail
customers install cogeneration, like WSU or Potlatch deciding to serve their own load from
existing generating facilities. Or if partial deregulation was to come to our region, Avista could

pick up some industrial loads thereby increasing the load requirements.
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