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“ PACIFICORP

PACIFIC POWER UTAH POWER

October 20, 2005
VIA ELECTRONIC FILING

Oregon Public Utility Commission
550 Capitol Street NE, Suite 215
Salem, OR 97301-2551

Attn: Vikie Bailey-Goggins Administrator
Regulatory and Technical Support

RE: Case No. UM-1050
PacifiCorp’s Petition to Initiate Investigation of Inter-Jurisdictional Issues
Submission of PacifiCorp’s Load Growth Report - Compliance Filing

Enclosed for filing are an original and seven (7) copies of PacifiCorp’s Load Growth Report
associated with Case No. UM-1050. This report is filed in compliance with Commission Order
No. Order No. 05-021 '

As part of the ratification of the Revised Protocol, there was a requirement on the Company, in
consultation with other participants, to file a Load Growth Report with each of the State
Commissions that ratified the Revised Protocol, no later than nine months after the filing of the
Company’s 2004 Integrated Resource Plan. As the Integrated Resource Plan was filed with the
Oregon Commission on January 20, 2005, the deadline for filing the Load Growth Report was
established as October 20, 2005.

In accordance with this requirement, the Company respectfully submits its Load Growth Report
(as a compliance filing) to the Oregon Commission, who ratified the Revised Protocol on
January 12, 2005 / Order No. 05-021. This report reflects the Company’s conclusions of the
discussions and work carried out by the MSP Load Growth Workgroup and the MSP Standing.
Committee, who held a number of meetings between March 2005 and October 2005.

It is respectfully requested that all formal correspondence and staff requests regarding this matter
be addressed to:

By E-mail (preferred): datarequest(@pacificorp.com.

By Fax: (503) 813-6060
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By regular mail: Data Request Response Center
PacifiCorp
825 NE Multnomah, Suite 800
Portland, OR 97232

Informal inquiries may also be made to Greg Duvall (at 503 813 7069) or Sue Rolfe (at 503 813
6878).

Very truly yours,

| CQW ﬂ@m\.}p A

D. Douglas Larson
Vice President, Regulation

cc: Service List UM-1050

Enclosures
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1. Executive Summary

1.1 Overview
The Multi-State Process' commenced in April 2002 and was a collaborative process
with stakeholders from each of the six States PacifiCorp serves. The focus was to
design, develop and implement a cost allocation methodology that would achieve a
more permanent consensus on each State's responsibility for the costs and benefits
of PacifiCorp's existing assets. Using a common cost allocation method provides
PacifiCorp with the opportunity to recover the cost of investments deemed prudent,
and provides States with the ability to independently implement State energy policy
objectives.

A number of collaborative meetings and conferences occurred during 2002 and
2003, which resulted in the development of the “Protocol” cost allocation
methodology proposal. The Protocol was filed with each of the State Commissions
in Utah, Oregon, Wyoming and Idaho in September 2003 and in Washington in
December 2003. Following discussions with all parties, the proposal was further
refined and re-submitted to each of the State Commissions as the “Revised
Protocol.”

Final ratification of the Revised Protocol was achieved in March 2005 with the State
Commissions in Idaho, Oregon, Utah and Wyoming3 issuing orders approving and
accepting the use of the Revised Protocol cost allocation methodology. As part of
the ongoing commitments of the Revised Protocol and the associated State Orders,
additional analysis was required on the potential for inappropriate costs shifts to other
States due to the fastest growing State’s load growth.

This PacifiCorp Load Growth Report4 is the culmination of the analysis and findings
carried out from March 2005 to October 2005 by the Company, the Load Growth
Workgroup (of interested parties from each State), and the MSP Standing
Committee. The report encompasses discussion on the issue of load growth, the
extent of any potential inappropriate cost shifts to other States and the development
of possible mechanisms to address those potential cost shifts.

' MSP Regulatory Dockets are (1) Idaho— PAC-E-02-3, (2) Oregon —UM-1050, (3) Utah — 02-035-04, (4) Washington - UE 020319 or GRC 2003 UE 032065 and GRC
2005 UE 050684, and (5) Wyoming — 20000-EI-02- 183.

2 At the time of completing this Load Growth Report, neither the Protocol, nor Revised Protocol has been filed in the State of California. It is intended that the next
general rate case to be filed in that State will be based on the Revised Protocol allocation methodology; however, the timeline associated with such a filing is not
confirmed.

3 The outcome of the GRC 2003 UE 032065 in Washington was the adoption of the Revised Protocol for reporting purposes only. To settle the issue of allocation
methodology in that State, the Company's GRC 2005 UE 050684 has been filed recommending the Revised Protocol. The outcome of that proceeding is anticipated in
April 2006.

“ This PacifiCorp Load Growth Report is the product of PacifiCorp. During its drafting, it was circulated to the various members of the Load Growth Workgroup. The
Load Growth Worlgroup held a series of meetings and discussed the various issues related to the topic of load growth disparities among the States. The process that
was conducted was a “collaborative” process, however, while MSP participants had the opportunity to present their viewpoints, PacifiCorp is the author of this report and
this report contains the opinions of PacifiCorp.

Multi-State Process Page 1 PacifiCorp
October 20, 2005 Load Growth Report
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1.2

1.3

PacifiCorp’s Conclusion

The results of the analysis and studies carried out by the Company (and discussed
with the Load Growth Workgroup) show that the Revised Protocol protects the slower
growing States from potential inappropriate cost shifts due to the fastest growing
State’s load growth. The Company’s analysis of Fiscal Years 2007 through 2020
reflected that Utah would be allocated 100% ° of the incremental cost due to its load
growth, As this is the case, it is not necessary to implement a Structural Protection
Mechanism (“SPM”) at this time.

PacifiCorp’s Recommendation

As stated in the conclusion above, and as discussed throughout this report, the
Company'’s current studies show that the Revised Protocol protects the slower
growing States from potential inappropriate cost shifts due to the fastest growing
State’s load growth. Should future analysis suggest there maybe inappropriate cost
shifts due to load growth and an SPM is needed to protect the slower growing States,
the Company recommends one of the preferred Embedded Cost Differential (“ECD”)
SPMs described in Sections 5.4.1 and 5.4.2, or an alternative ECD-based approach,
be reviewed and considered for further development in consultation with interested
parties, taking into account the relevant factors identified in Section 2.1.5.

In furtherance of the work on an SPM, the MSP Standing Committee issued a
directive® requesting that the Load Growth Workgroup continue this work, at least
through December 2005. The Company is therefore coordinating with the MSP
Standing Committee and Load Growth Workgroup participants to establish a timeline
to finalize the development of a preferred SPM. It is believed that with further
discussion and analysis, issues relating to SPMs and their proposed implementation
can be resolved.

2. Introduction

21

Requirements Under Revise d Protocol and MSP State Orders

The Revised Protocol requires the Company, in consultation with other participants,
to update the Company’s load growth studies, track key factors relevant to cost shifts,
develop an SPM, and file a report on these issues with each of the State
Commissions who ratified the Revised Protocol, no later than October 20, 2005.

Specifically, the Revised Protocol’ states:-

“In concert with the 2004 IRP cycle, the Company and parties will analyze and quantify
potential cost shiftsrelated to faster-growing States ?. In addition, a multi-state workgroup

° Based on a 14-Year NPV @ 8.4277% (Fiscal Years 2007 through 2020) March 2005 Forecast. The 9-Year NPV (Fiscal Years 2007 through 2015) calcul ates to 99%.
¢ MSP Standing Committee directive was advised to MSP Participants on September 23, 2005 via an email from the Committee’s Chair (Terri Carlock).
" Revised Protocol Section IV.E

Multi-State Process Page 2 PacifiCorp
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will track key factors including actual relative growth rates, forecast relative growth rates,
costs of new Resources compared to costs of existing Resources, and other factors
deemed relevant to this issue. No later than nine months after filing the 2004 IRP, the
Company, in consultation with the MSP Standing Committee and other parties, will file a
report with the Commissions regarding this issue. Included in this report will be a
description of one or more options for a structural protection mechanism, detailed with
sufficient specificity to allow timely implementation in the event that the studies show a
material and sustained net harm to customers in any jurisdiction.

The MSP Standing Committee is charged with developing one or more ameliorative
mechanisms that could be implemented in a timely manner in the event that the studies
show a material and sustained net harm to particular States from the implementation of the
IRP. The MSP Standing Committee should consider the impact of load growth in light of all
other relevant factors. Potential mechanisms to be studied include tiered allocations,
treatment of Seasonal Resources, a structural separation of the Company, temporary
assignment of the costs of some new Resources to fastgrowing States, and the inclusion
of measures of recent load growth in the computation of allocation factors.”

Footnote (2) from the Revised Protocol Section IV.E states as follows “This issue will be
monitored through studies that compute the costs allocated to each State for two cases: (a)
with currently projected load growth together with a least-cost, leastrisk mix of Resource
additions to meet that growth and (b) with the fastestgrowing State growing at the average
growth projected for the remaining States, again with a leastcost, least-risk mix of
Resource additions .

As well as the language in the Revised Protocol, the State Orders of Oregon and
Utah contain specific provisions relating to load growth issues.

The Oregon Order® requires the Company to include the Hybridg as one of the
potential SPMs. The Oregon Order states:-

“Section IV.E. of the Revised Protocol requires PacifiCorp, in consultation with the MSP
Standing Committee and other parties, to file a report regarding load growth issues no later
than nine months following the filing of PacifiCorp’s 2004 Integrated Resource Plan (IRP).
According to the Revised Protocol, this report will include a description of one or more
options for structural protection against cost shifting. We direct PacifiCorp to include a fully
developed Hybrid Method as one of [the] options for structural protection in this report. To
accomplish this, PacifiCorp should work with parties from Oregon and those interested from
other states. This Hybrid Method should be designed to meet the three original
Commission goals in Order No. 02-193.”

The above statement from the Oregon Order makes reference that the Hybrid should
be designed to meet three goals of the Oregon Public Utility Commission.

These goals are:-

© Oregon Order No. 05-021, dated January 12, 2005, Commission Conditions Section, Page 12
¢ The Hybrid methodology is described in Section 5.4.3 and the results of the Hybrid studies are included as Appendix 12.

Multi-State Process Page 3 PacifiCorp
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1. Determine an allocation methodology that would allow PacifiCorp an
opportunity to recover its prudently incurred costs associated with its
investment in generation resources;

2. Insure that Oregon’s share of PacifiCorp’s costs is equitable in relation to
other states; and

3. Meet the public interest standard in Oregon.

The Utah Order™ requires the Company to raise matters relating to load growth to
the Utah Public Service Commission before the Company takes a position in front of
the MSP Standing Committee. The Utah Order states:-

“... [UPSC] will require the Company to file with us [UPSC] regarding the materiality of
possible harm to other states from a fast growing jurisdiction before taking a position before
the MSP Standing Committee.”

The Idaho'" and Wyoming12 State Orders did not contain explicit language relating to
load growth issues other than that contained in the Revised Protocol.

In February 2005, interested parties were invited to work with the Company to
address all of the above referenced requirements. An initial meeting was held on
February 22, 2005 and three workgroups were formed:-

(a) Load Growth Workgroup,
(b) Seasonal Workgroup, and
(c) Hybrid Workgroup.

Work plans for each of the workgroups were developed and monthly meetings were
established. Shortly thereafter, and in accordance with the requirements of the
Revised Protocol, the Company initiated the formation of the MSP Standing
Committee. More information on the workgroups and MSP Standing Committee is
included in Section 2.2. In addition, the following sub-sections provide information
on the specific requirements included in the language referenced above.

2.1.1 PacifiCorp’s Studies to Measure Cost Shifts — The Revised Protocol requires
participants to analyze and quantify potential inappropriate cost shifts due to
the fastest growing State’s load growth, in concert with the Company’s IRP.
The Revised Protocol also identifies the study design.1

'° Utah Order dated December 14, 2004, Section VI. C, Page 38
" jdaho Order No. 29708 dated February 28, 2005

"2 Wyoming Order No. 7395 dated March 2, 2005

"® Revised Protocol Section IV.E Footnote 2

Multi-State Process Page 4 PacifiCorp
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The Company completed the required studies and presented the results at
the Load Growth Workgroup meetings held from June 2005 through October
2005. More specific information about the Company’s studies is included in
Section 3 and Appendix 2. The Company also completed a number of
other studies related to potential load growth issues; a list of these studies is
alsoincluded in Appendix 2.

2.1.2 Track Key Factors — The Revised Protocol ' states:-

“a multi -state workgroup will track key factors including actual relative growth
rates, forecast relative growth rates, costs of new Resources compared to costs
of existing Resources, and other factors deemed relevant to this issue.”

In the Company'’s studies completed during 2003, 2004 and 2005 (prior to
the ratification of the Revised Protocol in March 2005), and in all the
Company’s studies completed since, three primary elements have been
found to increase the potential for inappropriate cost shifts due to the fastest
growing State’s load growth. These elements are:-

(a) differential load growth — one or more States growing faster than the
average of the other States,

(b) addition of new resources — being added to the system at costs
above the average of the system, and

(c) mismatch between load growth and new resource additions.

With these elements in mind, tracking factors have been identified as early
indicators of potential inappropriate cost shifts due to the fastest growing
State’s load growth. The specifics of tracking factors are included in Section
4.

2.1.3 Develop Structural Protection Mechanisms ("SPMs”) — The Revised
Protocol "~ requires the Company to include, in its Load Growth Report, one
or more SPM options that could be implemented in a timely manner should
the study results show a potential for inappropriate cost shifts due to the
fastest growing State’s load growth. The options are required to be
presented in sufficient detail to enable implementation in a timely manner.
The Revised Protocol also requires that the SPMs will be developed in
consultation with the MSP Standing Committee. Specifically, it states:-

"% Revised Protocol Section IV.E Page 7
"% Revised Protocol Section IV.E Page 8

Multi-State Process Page 5 PacifiCorp
October 20, 2005 Load Growth Report



Multi-State Process
PacifiCorp’s Load Growth Report
October 20, 2005

214

215

“. .. developing one or more ameliorative mechanisms that could be
implemented in a timely manner in the event that the studies show material and
sustained net harm to a particular State from implementation of the IRP.”

The Load Growth Workgroup put considerable effort into developing a
number of potential SPMs, the details of which are included in Section 5.

Identify Process for Implementation of Structural Protection Mechanisms
(“SPMs”) — To meet the “timely implementation” requirement of an SPM, the
Load Growth Workgroup decided it would be conducive to develop an
implementation process specifying when and how to implement an SPM.
Much time was spent considering the workgroup’s differing views. ldeas
ranged from a trigger point that would lead to the immediate implementation
of an SPM to a trigger point that would necessitate further analysis before an
SPM is considered appropriate for implementation. Although significant
progress was made, at the conclusion of the Load Growth Workgroup
meeting held September 13, 2005, the workgroup was unable to reach
consensus on the specifications of the preferred SPM or how such an SPM
would be implemented. At this time, the SPM and its implementation
process remains a priority for the MSP Standing Committee to resolve (see
also Section 6). One of the key implementation challenges is that the
Company'’s load growth studies are forward-looking, however, SPMs can
only be applied to current test case periods.

On September 23, 2005, the MSP Standing Committee issued a directive '
requesting that the Load Growth Workgroup continue this work, at least
through December 2005. The Company is coordinating with the MSP
Standing Committee and Load Growth Workgroup participants to establish a
timeline to finalize the development of a preferred SPM. It is believed that
with further discussion and analysis, issues relating to SPMs and their
proposed implementation can be resolved.

Relevant Factors — The Revised Protocol'’ states:-

“The MSP Standing Committee should consider the impact of load growth in light
of all relevant factors.”

This statement acknowledges that there may be other factors to consider in
addition to the results of the Company’s load growth studies when making a
decision to implement an SPM. Below are some of the other relevant factors
discussed. This list is only a guide and is not intended to be an exhaustive
list; there may be other factors, not listed, which may also be deemed
relevant (now or in the future):-

'® MSP Standing Committee directive was advised to MSP Participants on September 23, 2005 va an email from the Committee’s Chair (Terri Carlock).
"7 Revised Protocol Section IV.E Page 8
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o benefit of operating and planning as an integrated system,
e structural protection provided by the hydro endowment ECD,
e structural protection provided by Seasonal Resources,

e impact of lost hydro generation, value of reserves and value of shaping,
as referenced in Section 3.5,

e benefit of sharing costs with other States when loads are lost,

e impact of paying for retiring resources and expiring contracts on a
system-wide basis,

e overall energy market conditions,
e planning and forecasting assumptions and expectations.

2.1.6 Consultation with MSP Standing Committee — Shortly after the ratification of
the Revised Protocol, the MSP Standing Committee was formed. Its charge
has been to develop potential ameliorative mechanisms to address potential
inappropriate cost shifts due to the fastest growing State’s load growth In
addition, the Company has a directive to consult with the MSP Standing
Committee regarding the development and inclusion of SPMs in the
Company’s Load Growth Report. As the majority of the MSP Standing
Committee members are also members of the Load Growth Workgroup, the
efforts of both have been aligned such that the mechanisms developed in the
workgroup forum and presented here, are offered as the same mechanisms
developed by the MSP Standing Committee.

2.1.7 File a Load Growth Report — The Revised Protocol ® states:-

“No later than nine months after filing the 2004 IRP, the Company, in
consultation with the MSP Standing Committee and other parties, will file a report
with the Commissions regarding this issue. Included in this report will be a
description of one or more options for a structural protection mechanism, detailed
with sufficient specificity to allow timely implementation in the event that the
studies show a material and sustained net harm to customers in any jurisdiction.”

The Company’s 2004 IRP Report was filed with the State Commissions on
January 20, 2005. As such, the deadline for filing a Load Growth Report with
the State Commissions was established as October 20, 2005 (nine months
later).

'® Revised Protocol Section IV.E Page 7

Multi-State Process Page 7 PacifiCorp
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An outline of PacifiCorp’s Load Growth Report was presented to the Load
Growth Workgroup at its meeting in August 2005, and an initial draft of the
report’s content was presented in September 2005. A final draft was
presented to the Load Growth Workgroup in October 2005; the same was
also provided to the MSP Standing Committee members.

On October 20, 2005, this PacifiCorp Load Growth Report was filed with the
State Commissions who ratified the Revised Protocol (Idaho, Oregon, Utah
and Wyoming) and submitted, for informational purposes, to the State
Commissions in Washington and California.

2.2 Process

221

222

Formation of the Load Growth Workgroup — At the February 22, 2005
meeting referenced in Section 2.1, the Company initiated the formation of

the Load Growth Workgroup to specifically focus on issues related to load
growth and to address specific requirements contained in the Revised
Protocol. A work plan was prepared, monthly meetings were scheduled, and
an issues list was developed. The participants agreed that the development
of a Hybrid, as required by the Oregon Public Utility Commission’s Order
would be performed within the Hybrid Workgroup, but the development of the
Hybrid as an SPM would be addressed by the Load Growth Workgroup
(information regarding the Hybrid is included in Section 5.4.3).

Load Growth Workaroup Work Plan — At the March 30, 2005 meeting of the
Load Growth Workgroup, the Company presented a proposed scope and
work plan. The work plan covered five major tasks for the workgroup,
summarized as:-

(a) Develop key tracking factors;
(b) File Load Growth Report by October 20, 2005;

(c) Compute the costs allocated to each State for two cases utilizing the
Company’s load growth studies defined within the Revised Protocol;

(d) Develop structural protection mechanisms; and
(e) Consider other relevant factors.
A copy of the original scope and work plan document is included as

Appendix 3. The workgroup kept to schedule throughout the process and
has met its deliverables accordingly.

Multi-State Process
October 20, 2005
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2.2.3 Load Growth Workgroup Meetings - The Load Growth Workgroup held eight
meetings during March 2005 through October 2005, culminating in the filing
of this PacifiCorp Load Growth Report. Prior to each meeting, an agenda
and meeting materials were prepared by the Company and provided to the
participants. Meeting summaries briefly recording the progress of the
workgroup were circulated to participants after each meeting. Below is a list
of the meetings held, together with a brief description of the key topics
covered: -

March 30, 2005

o  Workgroup Guidelines

e Scope and Work Plan

¢ Initial Discussion on Key Tracking Factors

¢ Initial Discussion on Resource Additions for Average Growth Study
e  Prioritization of Load Growth Issues List

May 4, 2005
o Discussion on Key Tracking Factors

¢ Initial Discussion on Structural Protection Mechanisms
e Identification of Analysis
¢ Review of Study Assumptions

June 1, 2005

e Discussion on Key Tracking Factors

e  Structural Protection Mechanisms — Tiered Allocation Approaches
e Initial Discussion on Evaluation Criteria

June 29, 2005

e Analysis Assumptions and Results

e  Structural Protection Mechanisms — Tiered Allocation and ECD
Approaches

e Review of Load Growth Work Plan

August 10, 2005
e Analysis Assumptions and Results

e  Structural Protection Mechanisms — Tiered Allocation, ECD and Lump
Sum Approaches
e Draft Outline of Load Growth Report

August 23, 2005

e  Structural Protection Mechanisms — Tiered Allocation, ECD and Lump
Sum Approaches

e Preliminary Rankings of Structural Protection Mechanisms
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e Draft Outline of Load Growth Report

September 13, 2005
e  Structural Protection Mechanisms — ECD and Lump Sum Approaches

e Rankings of Structural Protection Mechanisms
e Draft Load Growth Report

October 11, 2005

e Final Review of PacifiCorp’s Load Growth Report
e Analysis and Results

e MSP Standing Committee Directive

3. PacifiCorp’s Load Growth Studies and Analysis

3.1 PacifiCorp’s Load Growth Study Approach and Assumptions
As set out in the Revised Protocol (and as referenced in Section 2.1), two studies
are identified to analyze load growth issues:-

. Study 1 - a study with currently projected1 9Ioad growth together with a least-
cost, least-risk mix of resource additions ~ to meet load growth and,

. Study 2 - a study with the fastest growing State growing at the average
growth projected for the other States, again with a least-cost, least-risk mix of
resource additions.? Throughout the analysis leading up to this report, Utah
was consistently identified as the fastest growing State.

In order to perform the required analysis, the Company completed a number of
studies, a list of which is included as Appendix 2. For consistency purposes, the
study assumptions in the Company’s Generation and Regulation Initiatives Decision
tool (“GRID”) and Regulatory Forecast Model (‘RFM”) were updated to match the
assumptions in the Company’s 2004 IRP Report. Lists of the study assumptions are
included as Appendices 4 and 5.

in Study 2, where the fastest growing State is adjusted to the average of the other
States, Utah’s compound annual peak load growth rate is reduced from 4.1%
(forecast growth rate) to 1.5% (average growth rate of other States). The IRP
Preferred Portfolio, from the Company’s 2004 IRP Report, is then adjusted by
removing planned resources, as needed, in order to maintain a consistent planning
margin (no lower than a 15% planning margin). The adjusted portfolio was prepared
by the Company’s IRP Group and is included as Appendix 6.

'® Based in the Company’s 2004 IRP Preferred Portfolio E with DSM (Original)
20 Based on the Company’s 2004 IRP Preferred Partfolio E with DSM (adjusted to maintain planning margin)
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3.2

In the Company’s studies, two scenarios were utilized:-

() the June 2004 or CG24 market and gas forecast (the “June 2004
Forecast”)21, and later

2) the March 2005 or CG27 market and gas forecast (the “March 2005
Forecast”).

The Load Growth Workgroup believed it was important to use a more recent natural
gas and market price projection in the Company’s studies performed, especially as
the March 2005 prices exceeded those in June 2004 by approximately 40% for
natural gas and 20% for market prices. Details of the June 2004 Forecast and the
March 2005 Forecast is included as Appendix 7.

For comparison purposes, the Company’s studies were run using each of the
following allocation methodologies:-

(a) Revised Protocol,

(b) Rolled-In,

(c) Modified Accord, and

(d) Hybrid (information on the Hybrid is included in Section 5.4.3).

PacifiCorp’s Load Growth Study Results

Under the Revised F;rotocol, thezresults of the Company’s load growth studies show
that between 100% % and 106% 2 of the incremental cost of load growth would be
assigned to Utah (the fastest growing State). The Company’s studies did not show
that the slower growing States suffered any material and sustained harm from Utah’s
faster growth. Based on these results, the Company concludes the Revised Protocol
provides adequate protection to slower growing States from potential inappropriate

cost shifts due to the fastest growing State’s load growth. The primary factors for the
Revised Protocol providing this protection are: -

e dynamic allocation factors;
e the hydro endowment ECD;

e the treatment of Seasonal Resources.

' The use of the June 2004 Forecast is consistent with the assumptions used in the Company’s 2004 IRP
22 Based on a 14-Year NPV @ 8.4277% (Fiscal Years 2007 through 2020) March 2005 Forecast. The 9-Year NPV (Fiscal Years 2007 through 2015) calculates to 99%.
2 Based on a 14-Year NPV @ 8.4277% (Fiscal Years 2007 through 2020) June 2004 Forecast. The 9-Year NPV (Fiscal Years 2007 through 2015) calculates to 105%.
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More specifically:-
3.2.1 June 2004 Forecast Studies — Utilizing the June 2004 Forecast, the results of
Study 2 (as referenced in Section 3.1) were compared with the results of the
Study 1 (also referenced in Section 3.1). The Revised Protocol results
demonstrate 106% 2* of the incremental costs related to load growth would be
allocated to Utah, the fastest growing State.

3.2.2 March 2005 Forecast Studies — Utilizing the March 2005 Forecast, the
results of Study 2 (as referenced in Section 3.1) were compared with the
results of Study 1 (also referenced in Section 3.1). The Revised Protocol
results demonstrate 100% 2° of the incremental costs related to load growth
would be allocated to Utah, the fastest growing State.

Table 1 presents a summary of the results of the Company’s studies by state, as
referenced in Sections 3.2.1 and 3.2.2.

Table 1
Percentage of Load Growth Cost Allocated by State
(Revised Protocol)
(Adjusted to Maintain Consistent IRP Planning Margins )
(Load Growth Workgroup Meeting — August 10, 2005)

9 Year NPV (2007 — 2015) @ 8.4277% 14 Year NPV (2007 — 2020)@ 8.4277%
Costs Costs Costs Costs
June 2004 Forecast | March 2005 Forecast | June 2004 Forecast | March 2005 Forecast

State
California -0.3% -0.1% -0.3% -0.1%
Oregon -2.8% 0.0% -3.6% -0.8%
Washington -1.2% -0.2% -1.3% -0.4%
Utah 104.8% 98.8% 105.9% 100.1%
Idaho 0.4% 1.0% 0.1% 0.6%
Wyoming -0.9% 0.6% -0.8% 0.5%

In analyzing load growth issues, the Company also performed and presented a
number of additional studies; a list of these studies is included as Appendix 2.

¢ Based on a 14-Year NPV @ 8.4277% (Fiscal Years 2007 through 2020) June 2004 Forecast. The 9-Year NPV (Fiscal Years 2007 through 2015) calculates to 105%.
 Based on a 14-Year NPV @ 8.4277% (Fiscal Years 2007 through 2020) March 2005 Forecast. The 9-Year NPV (Fiscal Years 2007 through 2015) calculates to 99%.
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3.3 Comparison to PacifiCorp’s Prevnous Load Growth Study Results
Following the 2003 MSP F:Img , and at the request of Oregon 7 and Utah? partres
the Company completed a number of studies to analyze potential inappropriate cost
shifts due to the fastest growing State’s load growth. Most of the Company’s studies
assumed either a one-time increase in Utah loads or a continuing pattern of higher
Utah load growth which were matched with different types of Resource additions.
The Company performed additional studies assuming higher Oregon load growth and
corresponding Resource additions.

In the Company'’s previous studies, the results showed that, under the Revused
Protocol, the fastest growing State supported between 86% 2° and 127% *° of the
incremental cost of load growth. As indicated in Sectlon 3.2, the Company’s current
load growth studies show between 100%>" and 106% *2 of the incremental cost of
load growth would be allocated to the fastest growing State.

The Company's current studies are believed to be an improvement on the previous
studies for several reasons, including:-

(1) to ensure a better match of the loads and resources, the current studies were
based on the Company’s 2004 IRP with additions and deletions identified by
the Company’s IRP Group,

2) in the Company’s current studies, a consistent planning margin was
maintained (no lower than 15%); previous studies were not modeled as
precisely.

(3) in the Company’s current studies, both plants and contracts are

added/deleted; previous studies only added/deleted plants.

When comparing the Company’s previous load growth studies to the Company’s
current load growth studies, the Company concludes that the results show the
Revised Protocol provides adequate protection to slower growing States from
potential inappropriate cost shifts due to the fastest growing State’s load growth. The
primary factors for the Revised Protocol providing this protection are:-

e dynamic allocation factors;

e the hydro endowment ECD;

% The 2003 MSP Filing was submitted to the States of Idaho, Oregon, Utah and Wyoming on September 30, 2003. Regulatory Dockets PAC-E-02-3 (ldaho), UM-1050
$Oregon) 02-035- 04 (Utah) and 20000-E|-02-183 (Wyoming) refer.
MSP Regulatory Docket UM-1050 / OPUC Staff Data Requests 59 and 60
28 MSP Regulatory Docket 02-035-04 / DPU Data Request 7.3 and CCS Data Request 10.1
29 Based on a 14-Year NPV (Fiscal Years 2005 through 2018)
3 Based on a 14-Year NPV (Fiscal Years 2005 through 2018)
3" Based on a 14-Year NPV (Fiscal Years 2007 through 2020) March 2005 Forecast
32 Based on a 14-Year NPV (Fiscal Years 2007 through 2020) June 2004 Forecast
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3.4

3.5

e the treatment of Seasonal Resources.

Additional Findings
In addition to the conclusions referenced in Sections 3.2, and 3.3, the Company’s
findings of the principal drivers of the study outcomes are:-

(a) the greater the rate of growth of one State compared to other States, the
greater the potential for inappropriate cost shifts to slower growing States,

(b) the higher the cost of new resource additions compared to existing
resources, the greater the potential for inappropriate cost shifts to slower
growing States, and

(c) the better the match between new resource additions and load patterns
through an effective IRP process, the lower the potential for inappropriate
cost shifts to slower growing States.

Other Analysis

During the Load Growth Workgroup meetings, the Company was directly approached
by Oregon Commlssmn Staff and requested to update analysis provided in previous
data requests * The analysis looked at the value of reserves, the value of shaping,
and the value of lost hydro generation; elements not incorporated into the Revised
Protocol. Oregon believes that without these elements integrated into the Revised
Protocol, they are not receiving the full benefits of hydro within the hydro endowment.
However, under the Revised Protocol’s hydro endowment Oregon is not bearing the
cost for the replacement of lost hydro generatlon * After reviewing the original and
updated analysis, the Company concludes the value of reserves together with the
value of shaping offset the value of lost hydro generation during the identified study
period. The Company further concludes that the inclusion of these three elements in
the Revised Protocol would not change the allocation of costs among the States. No
further work has been performed on these elements and no further work has been
requested.

4. Tracking Key Factors

4.1

Purpose of Tracking Key Factors

As referenced in Section 2.1, the Load Growth Workgroup was tasked with
developing and tracking key relevant factors to act as early identifiers of potential
inappropriate cost shifts due to the fastest growing State’s load growth. As defined in

3 MSP Docket UM-1050 OPUC Staff Data Requests 68, 70, 74, and 75
* Lost hydro generation from Hydro-Electric Resources and Mid-Columbia Contracts as a result of relicensing, contract renegotiation and plant retirements.
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4.2

the Revised Protocol® and as further identified by Load Growth Workgroup
participants, key factors for load growth and potential cost shifts include:-

(1)

Historical Relative Load Growth Rates,

Forecast Relative Load Growth Rates,

Cost of New Resources Compared to Cost of Existing Resources,
Market Prices,

Forecast Demand Side Management Compared to Actual Demand Side
Management (“DSM”), and

Rate Design Changes.

More detail on these factors is included in Section 4. 2.

Description and Source of Factors

4.2.1

422

Historical Relative Load Growth Rate — provides an historical view of the
peak and energy growth in the PacifiCorp system, how each State’s growth
compares to the other States, and which State experienced the highest
growth.

The purpose of this tracking factor is to identify disproportionate growth in
one State as compared to the rest of the system as this could indicate a
potential for inappropriate cost shifts due to the fastest growing State’s load
growth.

Historical peak and energy load data, along with the SG and SE factors, is
included in the Company’s Semi-Annual/Annual FiIing.36 In addition, the
Company’s historical peak and energy data is included in the Company’s
2004 IRP Report.*’

Forecast Relative Load Growth Rate — while historical relative load growth
rate provides an overview of historical peak and energy growth, the
forecasted relative load growth rate provides a projection of where system
growth is expected to occur, including which State is expected to experience
the highest growth in energy and peak demand.

3 Revised Protocol Section IV.E Page 7

% Company's Semi-Annual/Annual Filing, “Allocation Factor” tab
372004 IRP Report, Technical Appendix | “Retail Load Forecasting”
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The purpose of this tracking factor is to help identify forecasted growth in one
State, exceeding the average of the other States, as this could indicate a
potential for inappropriate cost shifts due to the fastest growing State’s load
growth. The Company’s forecasted peak and energy load data is included in
the Company’s 2004 IRP Report

4.2.3 Cost of New Resources Compared to Cost of Existing Resources — the need
for new resources can be driven by many factors including, among others,
expiring purchase contracts, plant retirements, and load growth, with new
and replacement resources typically more expensive than the existing
resources.

The purpose of this tracking factor is to help identify when the differential
between the cost of new resources and the cost of existing resources grows,
as this may indicate an increase in the potential for inappropriate cost shifts
due to the fastest growing State’s load growth.

The actual cost of existing resources is reported in the Company’s Semi-
Annual/Annual Filing. * In addition, the Company’s forecasted cost of new
resources is included in the Company’s 2004 IRP Report

4.2.4 Market Prices — as referenced in Section 4.2.3, there are several factors
impacting the need for replacement resources. The need for replacement
resources, along with an increasing demand for energy, may increase the
Company’s potential market exposure.

The purpose of this tracking factor is to help identify rising market prices
during a time of load growth as this could increase the potential for
inappropriate cost shifts due to the fastest growing State’s load growth The
Company’s forecasted market prices are included in the Company’s 2004
IRP Report ' and reflected in graph form in Appendix 7.

4.2.5 Forecast Demand Side Management Compared to Actual Demand Side
Management (‘DSM”) — for many years, the Company has been operating
several DSM programs in each of its six State service territories. There are
four general classes of DSM* programs ranging from those aimed at
conservation education to programs including resources able to be
dispatched that the Company uses to proactively manage loads. Each
program is designed to reduce energy and/or peak use.

3 2004 IRP Report, Technical Appendix | “Retail Load Forecasting”
Companys Semi-Annual/Annual Filing, “Annual Embedded Costs — All Other”
o 2004 IRP Report, Technical Appendix C “Base Assumptions Table C.27 and C.28"
12004 IRP Report, Technical Appendix C “Base Assumptions Figure C.4”
22004 IRP Report, Chapter 2 Pg 30 to 32, Chapter 2 “Table 2.4 and 2.5”, Technical Appendix C “Base Assumptions Tables C.10 to C.22" and Technical Appendix C Pg
62to 64
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Projected DSM programs and assumptions are included in the Company’s
2004 IRP Report and under the Revised Protocol, the costs and benefits
are situs assrgned to the State sponsoring the DSM activity. PacifiCorp’s
DSM activities ** are tracked by the Company’s DSM Group, although no
formal reporting is required at this time. Tracking these programs helps to
identify actions being taken by each State to reduce load growth.

At the June 2005 meetings of the Load Growth Workgroup, the Company
presented information about each State’'s DSM activities, including a
summary which displayed DSM targets and accomplishments. This
information shows that customers in Utah, the fastest growing State, are
currently paying a 3% surcharge for DSM programs.

4.2.6 Rate Design Changes — There have been several recent rate design
changes in Utah intended to address load growth. Some of the residential
design changes include seasonal rates, inverted block rates, and time-of-use
rates. Seasonal rates became effective in April 2004. Customers are
charged a higher rate from May through September. Inverted block rates
consist of a three-block design where customers using 1,000 kWh/month (or
more) are charged 9.272 cents/kWh. Time-of-use rates are part of an
experimental program introduced in April 2004. For small- and medium-
service customers, there are seasonal rates and two optional time-of-use
rates. Large industrial customers and general service customers also have
seasonal rates and mandatory time-of-use rates.

As with the DSM programs referenced in Section 4.2.5, the purpose of this
tracking factor is to help identify actions taken to reduce load growth.

5.  Structural Protection Mechanisms (“SPMs”)

5.1 General Discussion .
The Revised Protocol*® states:-,

“...the Company, in consultation with the MSP Standing Committee and other parties,
will file a report with the Commissions regarding this issue [Load Growth]. Included in
this report will be a description of one or more options for a structural protection
mechanism, detailed with sufficient specificity to allow timely implementation in the
event that the studies show a material and sustained net harm to customers in any
Jurisdiction.”

32004 IRP Report, Chapter 2 Pg 30 to 32, Chapter 2 “Table 2.4 and 2.5", Technical Appendix C “Base Assumptions Tables C.10 to C.22" and Technical Appendix C Pg
62 to 64
“ DSM activity in Oregon is tracked by The Energy Trust of Oregon

“ Revised Protocol Section IV.E
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In accordance with this requirement, the Load Growth Workgroup developed and
considered seven SPMs:-

(1 Embedded Cost Differential (‘ECD Alternative 1’) — see Section 5.4.1 and
Appendices 8 and 11,

2) Embedded Cost Differential (‘ECD Alternative 2") — see Section 5.4.2 and
Appendices9, 10 and 11,

(3) Hybrid — see Section 5.4.3 and Appendix 12,

4) Tiered Allocations (“Tiered Alternative 1’) — see Section 5.4.4 and
Appendices 13 and 15,

(5) Tiered Allocations (“Tiered Alternative 2”) — see Section 5.4.5 and
Appendices 14 and 15,

(6) Structural Separation — see Section 5.4.6 , and

(7) Seasonal Resources — see Section 5.4.7.

Each of the SPMs listed above were developed (to varying degrees), evaluated and
ranked according to the criteria and process provided in Section 5.2. The key issues
considered, when evaluating each of the proposals, included (1) the level of
protection the SPM provided from inappropriate cost shifts due to load growth, (2) the
level of complexity for understanding and communicating, (3) the ease in which the
SPM can be implemented and administered, and (4) whether the SPM would lead to
unintended consequences. Details of the ranking process and criteria are included in
Section 5.2, the results of the ranking process are included in Section 5.3 and a
description of each SPM is included in Section 5.4

5.2 Evaluation Criteria and Ranking Process
Following discussions at the March 2005 Load Growth Workgroup meeting, a sub-
committee met in April 2005 to develop criteria for evaluating each potential SPM.

The draft evaluation criteria, developed by the sub-committee, was presented and
discussed at the May 2005 and June 2005 meetings of the Load Growth Workgroup,
with an additional meeting held in July 2005 to finalize the evaluation criteria.
Preliminary rankings of each proposed SPM were initiated by the Company and
provided to participants for discussion at the August 2005 Load Growth Workgroup
meeting.
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The final set of evaluation criteria, developed by the sub-committee and the Load
Growth Workgroup, are provided below. A more detailed description of each is
included as Appendix 16:-

A.

B.

m O O

m

r o

J.

Consistent with Revised Protocotl

Degree of Protection from Load Growth

Equitable in Treatment Among the States

Does Not Create Unintended Consequences

Consistent with Utility System Least-Cost Planning
Consistent with Minimizing Total System Operating Costs
Aligns Assignment of Costs and Benefits of New Resources
Can be Implemented in a Timely Manner

Easy to Understand

Simple to Implement, Track and Maintain

5.3 Ranking of Structural Protection Mechanisms (“SPMs”)
Table 2 provides an overview of the Company’s ranking of each SPM, reflecting a
“high” or “low” measure to indicate how well each SPM is anticipated to perform to
the evaluation criteria, compared to each other. A detailed description of each SPM
is included in Section 5.4.
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Table 2
PacifiCorp’s Ranking of Structural Protection Mechanisms

Model Ranking to Evaluation Load Growth
Criteria Report Reference

Preferred SPM Proposals:-
- ECD Alternative 1 High Section 5.4.1
- ECD Alternative 2 High Section 5.4.2

(Also refer to Appendices 8, 9, 10, 11 and 12

Other SPM Proposals:-

Hybrid Low Section 5.4.3
Tiered Alternative 1 Low Section 5.4.4
Tiered Alternative 2 Low Section 5.4.5

(Also refer to Appendices 13, 14 and 15)

SPM Proposals Not Pursued:-
- Structural Separation Not Ranked Section 5.4.6
- Seasonal Resources Not Ranked Section 5.4.7

5.4 Description of Structural Protection Mechanisms(“SPMs”)

Preferred SPM Proposals

The following two ECD-based SPMs ranked “high” as they show the most promise for
addressing potential cost shifts due to the fastest growing State’s load growth.
Although there is consensus among many of the workgroup participants that ECD-
based SPMs are superior to other SPMs under consideration, neither of these
approaches are agreed to or finalized in sufficient detail to allow timely
implementation. Overall, the ECD-based SPMs appear more promising than other
SPMs as they are designed specifically to target and remedy inappropriate cost shifts
due to the fastest growing State’s load growth in the event a material and sustained
harm is determined, and their methodology is more consistent with the Revised
Protocol. The Company therefore recommends either of these two SPMs, or an
alternative ECD-based SPM, merit further review, development and consideration
under the MSP Standing Committee Directive. *®

%6 On September 23, 2005, the MSP Standing Committee issued a directive 46 requesting that the Load Growth Workgroup continue working to complete this work, at
least through December 2005. The Company is coordinating with the MSP Standing Committee and Load Growth Workgroup participants to establish a timeline to
finalize the development of a preferred SPM. Itis believed that with further discussion and analysis, issues related to SPMs and their proposed implementation can be
resolved.
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54.1

54.2

Embedded Cost Differential Method ("ECD Alternative 1”) - ECD Alternative
1 is based on the temporary assignment of new resources to the fastest
growing State. The costs of all resources are allocated on system load
based allocation factors. The ECD Alternative 1 provides a supplemental
allocation of the amount by which the cost of the new resource(s) exceeds
the average embedded cost of existing resources for a temporary two year
period.

The Company provided an example of the estimated annual ECD Alternative
1 adjustment, beginning in Fiscal Year 2010 (when the first new IRP
Resource is estimated to come on-line), through Fiscal Year 2017 (two years
after the last new IRP Resource is estimated to come on-line). The results
were shared with the Load Growth Workgroup in August 2005.

The Company’s ranking of “high” reflects that this type of SPM is considered
easy to comprehend, mechanically simple to implement, and is consistent
with the basic concepts embodied in the Revised Protocol. However, the
drawback is that it has not been shown to result in a sufficient redistribution
of costs.

The paper that presented ECD Alternative 1 to Load Growth Workgroup
participants is included as Appendix 8. Also, ECD Alternative 1 was
qualitatively contrasted with ECD Alternative 2, the outcome of which is
included as Appendix 11.

Embedded Cost Differential (‘ECD Alternative 2") - The approach of ECD

Alternative 2 proposes a direct (and permanent) assignment of resources as
a protection against load growth. The method also determines if the fastest
growing State is covering its costs by conducting a load growth study using
two 10-year GRID runs (5-historical and 5-forecast).

The 10-year NPV results of the two studies are compared to calculate what
percentage increase in costs from higher load levels is allocated to the
fastest growing State. The implementation of ECD Alternative 2 is a lump
sum transfer payment approach calculated such that the fastest growing
State bears 95% of the costs of a new resource(s) that are deemed to be
required in order to meet the differential in load growth, and assuming pre-
determined triggers are met. A key element of this SPM approach is the
attaching of the ECD to specific resources, on a permanent basis.

The Load Growth Workgroup discussed the details of this proposal at its
meeting in August 2005. Based on feedback and comments received,
changes were incorporated and a revised proposal was considered.
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The Company’s ranking of “high” reflects that ECD Alternative 2 is
considered arithmetically straight-forward and requires a relatively simple
adjustment to the Revised Protocol. However, this proposal requires multiple
GRID runs and a re-fit of existing resources to a hypothetical load level.
Additionally, this method raises the potential to re-open decisions of
previously settled rate cases with its 5-year historical analysis, and it might
require dollar adjustments to be included into a general rate case for plants
projected to come on line in the future, which may not, in real time, come on
line at all. In response to this latter concern, discussions focused on limiting
the forecast to the end of a rate case test period.

The paper that presented ECD Alternative 2 to Load Growth Workgroup
participants is included as Appendix 9. Additionally, a Lump Sum Transfer
Proposal, the mechanics of which are included into ECD Alternative 2, was
originally presented as a separate SPM proposal. The paper that presented
the Lump Sum Transfer approach to Load Growth Workgroup participants is
included as Appendix 10. Also, ECD Alternative 2 was qualitatively
contrasted with ECD Alternative 1, the outcome of which is included as
Appendix 11.

Other SPM Proposals

The following three SPMs ranked “low”, reflecting less promise for addressing
potential load growth issues. These SPMs have also attracted little or no consensus
as to their mechanics (other than Hybrid) among workgroup participants and the
Company considers them complex and challenging to implement. As such, the
Company does not consider these SPMs suitable options for implementation if and
when any future load growth issues arise. This is also based on the conclusion that
an ECD-based approach, like those described in Section 5.4 1 and Section 5.4.2,
appears to be more promising and mechanically more agreeable to workgroup
participants.

5.4.3 Hybrid — This SPM approach is based on the Hybrid that has been under
development within the Hybrid Workgroup since March 2005. In offering the
details of this method as a potential SPM, it should be noted that the Hybrid
is not an agreed or acceptable cost allocation methodology among any of the
States in which the Company operates and has been solely developed for
reporting purposes only, as specifically directed by the Oregon Public Utility
Commission. The Oregon Order?’ specifically states:-

“... We direct PacifiCorp to include a fully developed Hybrid Method as one
of [the] options for structural protection in this [Load Growth] report. To
accomplish this, PacifiCorp should work with parties from Oregon and those
interested from other states. This Hybrid Method should be designed to

“7 Oregon Order No. 05-021, dated January 12, 2005, Commission Conditions Section, Page 12
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meet the three original Commission goals in Order No. 02-193. Once
completed, the participating Oregon parties are to present the Hybrid
Method to the Commission no later than December 1, 2005.

Furthermore, while the Revised Protocol uses the Modified Accord as a
comparator for the Revised Protocol, we want to also use the Hybrid
Method as a comparator. Therefore, upon approval of the agreed-upon
Hybrid Method, or January 1, 2006, whichever comes first, PacifiCorp must
file its annual reports and general rate case filings comparing results under
the Revised Protocol with both Modified Accord and Hybrid Method results.”

The Hybrid is an accounting assignment of all loads and resources to the
control area where they were physically located (with exceptions). The East
Control Area contains loads for Idaho, Utah and Wyoming, while the West
Control Area contains loads for California, Oregon and Washington. The
East and West Control Areas are balanced using a complex interchange
accounting methodology that assigns system balancing sales and purchases,
on an hourly basis, using MWhs and market prices.4

Conceptually, the Hybrid provides a structural-type approach to separate the
resources added to meet loads in each of the control areas, while retaining
the primary hydro resources within the West Control Area. Exceptions to the
direct control area assignments have been factored into the methodology to
better balance the loads and resources in each control area and to reflect
deliveries from certain exchanges.

Several studies were run by the Company to assess the Hybrid, including the
potential of the Hybrid as an SPM to manage inappropriate cost shifts of the
fastest growing State’s load growth. Table 3 presents the results of the
Hybrid load gowth study performed under the March 2005 Forecast. A list of
all of the Company’s Hybrid studies is included as Appendix 12.

8 A detailed description of the Hybrid will be contained in the material that will be presented to the Oregon Public Utility Commissions, anticipated to be available by

December 1, 2005.
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54.4

Table 3
Percentage of Load Growth Cost Allocated by State
(Hybrid — Case 3b1a)
(with Intra-Control Area Equity Measures)
(Load Growth Workgroup Meeting — October 11, 2005)

Costs Costs
March 2005 Forecast March 2005 Forecast
9 Year NPV (2007-2015) 14 Year NPV (2007-2020)

State
California 0.3% 0.4%
Oregon 5.8% 7.1%
Washington 1.8% 2.3%
Utah 86.7% 86.6%
Idaho 1.5% 1.0%
Wyoming 3.8% 2.7%

The Company ranks the Hybrid “low”. The ranking reflects (1) the Hybrid
does not protect all States from inappropriate cost shifts due to the fastest
growing State’s load growth, (2) has little support of workgroup participants,
(3) is a significant departure from the Revised Protocol, (4) has the potential
for unintended consequences, and (5) has the potential to deviate from
system-wide, integrated planning. On this basis, the Company would not
recommend the Hybrid be considered as a potential SPM.

Tiered Allocation (“Tiered Alternative 1”) — Tiered Alternative 1 allocates

generation and purchase resources, and loads into two tiers. The existing
resources acquired prior to a trigger date are placed in Tier 1 and allocated
to the States based on loads at the trigger date. As the system grows, as
contracts expire and as resources retire, new resources are acquired. These
new resources are placed in Tier 2 and allocated to the States causing the
incremental loads above Tier 1 loads. The effect of using this method
segregates incremental system costs into Tier 2 loads. Over time, Tier 1
loads are shifted to Tier 2 as Tier 1 resources expire or retire. The fastest
growing State is allocated a larger share of Tier 2 within their revenue
requirement calculations. The overall effect of moving all resources into Tier
2 is to gradually move allocations back to a single tier. The Company has
not performed any detailed analysis or specific modeling relating to Tiered
Alternative 1.

The Load Growth Workgroup discussed and developed Tiered Alternative 1
at its meetings from May 2005 through August 2005. The paper presenting
Tiered Alternative 1 included as Appendix 13. Also, Tiered Alternative 1
was qualitatively contrasted with Tiered Alternative 2, the outcome of which
is provided as Appendix 15.

Multi-State Process
October 20, 2005

Page 24 PacifiCorp
Load Growth Report




Multi-State Process
PacifiCorp’s Load Growth Report
October 20, 2005

5.4.5

The Company ranks Tiered Alternative 1 “low”. Specifically, it is not clear
that Tier 2 would, in practice, capture only inappropriate cost shifts due to the
fastest growing State’s load growth and therefore it is not considered a
reasonable approach for protecting States from such cost shifts. It is also
considered complex to implement, track and maintain. On this basis, the
Company would not recommend Tiered Alternative 1 be considered as a
potential SPM.

Tiered Allocation (“Tiered Alternative 2") - This approach is based on
assigning generation and purchase resources and loads into multiple tiers (or
vintages) which segregates existing resources from new resources, with the
fastest growing State being allocated a larger share of a new resource. The
trigger dates occur once a new resource is added and as loads exceed
resource capacity in the prior tier. The Company has not performed any
detailed analysis or specific modeling relating to Tiered Alternative 2.

The Load Growth Workgroup discussed and developed the Tiered
Alternative 2 at its meetings in June 2005 through August 2005. The initial
paper presenting Tiered Alternative 2 included as Appendix 14. Also, Tiered
Alternative 2 was qualitatively contrasted with Tiered Alternative 1, the
outcome of which is provided as Appendix 15.

As with Tiered Alternative 1, the Company ranks Tiered Alternative 2 “low” in
terms of its promise as an SPM. Specifically, it is not clear that multiple tiers
would, in practice, only capture inappropriate cost shifts due to the fastest
growing State’s load growth and therefore it is not considered a reasonable
approach for protecting States from such cost shifts. It is also considered
complex to implement, track and maintain. On this basis, the Company
would also not recommend Tiered Alternative 2 be considered as a potential
SPM.

In summary, both of the tiered alternative proposals referenced in Sections 5.4.4 and
5.4.5 are complex and represent a significant deviation from the Revised Protocol.
The design of a tiered allocation proposal requires a number of decisions, including
the number of tiers, timing of creating a tier, deciding which tier a resource is placed
in, and deciding what happens to the tiers when loads increase or decrease and
resources are acquired, expire or retire. It should also be noted that resource
additions are not always driven by load growth, but may be caused by a need to
replace expiring or retiring resources. The tiered-based proposals have the potential
for unknown and unintended consequences, and workgroup participants have not
expressed any interest in further developing a tiered-based SPM.
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SPM Proposals Not Pursued

The last two SPMs have not been ranked and have not been fully developed (nor
modeled) by the Load Growth Workgroup. The Company considers these SPMs to
be overly complex, a significant deviation from the Revised Protocol and would not
recommend any additional work be carried out on these SPM proposals.

5.4.6  Structural Separation - Structural separation of the Company’s system was
identified as an option for consideration as a SPM in the Revised Protocol.
In particular, a number of possible scenarios have received initial
consideration, such as a divisional separation (similar to a UP&L and PP&L
type separation), a control area-based separation (similar to the Hybrid), an
operating company separation and a physical separation (similar to the
Company'’s Structural Realignment Proposal49). As well as requiring a
structural separation approach to be considered as an SPM option, the
Revised Protocol also contained a caveat that an SPM should be able to be
implemented in a timely manner.

Recognizing that any potential structural separation would require significant
time and attention to both develop and implement, the workgroup did not
focus on developing a structural separation option as part of this effort. As
such, no structural separation proposals exist for consideration at this time.

5.4.7 Seasonal Resources - Alternate treatment for Seasonal Resources was
specifically identified in the Revised Protocol® to be considered as an SPM.
Due to the work priorities of the Load Growth and Hybrid Workgroups, issues
related to Seasonal Resources played a smaller part of the overall
discussions. Ultimately, work on the alternate treatment of Seasonal
Resources was suspended for two reasons — (1) the Company’s updated
studies utilizing Revised Protocol indicated that the impact of Seasonal
Resources was relatively small in the context of the overall Revised Protocol,
and (2) the participants most interested in Seasonal Resources were no
longer available to dedicate efforts to explore alternatives.

At the June 2005 Seasonal Workgroup meeting, it was agreed to suspend
further discussions on Seasonal Resources.

5.5 PacifiCorp’s Structural Protection Mechanism (“SPM”) Recommendation
The analysis and studies carried out by the Company, and discussed with
participants of the Load Growth Workgroup, show that the Revised Protocol currently
protects the slower growing States from potential inappropriate cost shifts due to the

¢ The Company'’s Structural Realignment Proposal was filed with each State Commission in 2000. Regulatory Dockets are (1) Idaho— PAC-E-00-6, (2) Oregon — UM-
1001, (3) Utah — 00-035-15, (4) Washington —UE-001878, and (5) Wyoming —20000-EA-00-161. This proposal was not filed in the State of California.
%% Revised Protocol Section IV.A Page 3, Section IV.E Page 8 and Section Xlil Page 13
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fastest growing State’s load growth. As this is the case, it is not necessary to
implement an SPM at this time.

However, should future analysis suggest there is a potential for inappropriate cost
shifts due to the fastest growing State’s load growth, and an SPM is needed to
protect the slower growing States, the Company recommends one of the preferred
SPMs described in Sections 5.4.1 and 5.4.2 or an alternative ECD-based approach
be reviewed and considered for further development in consultation with interested
parties, taking into account the relevant factors identified in Section 2.1.5.

6. Process for Implementing Recommended Structural
Protection Mechanism (“SPM”)

As previously noted in this report, the results of the Company’s current load growth studies
do not appear to indicate there is a potential for material and sustained harm resulting from
inappropriate cost shifts due to the fastest growing State’s load growth Therefore, there is
no need to implement a structural protection mechanism at this time.

However, the Revised Protocol does require at least one SPM be developed, with a process
for implementing the SPM in a timely fashion, if analysis indicates that inappropriate cost
shifts due to the fastest growing State’s load growth will occur.

Much time was spent considering the workgroup participant’s views on implementation the
process. ldeas ranged from a trigger point that would lead to the immediate implementation
of an SPM to a trigger point that would necessitate further analysis before an SPM is
considered appropriate for implementation. Although significant progress was made, at the
conclusion of the Load Growth Workgroup meeting held September 13, 2005, the workgroup
participants were unable to reach consensus on the specifications of the preferred SPM or
how such an SPM would be implemented. At this time, the SPM and its implementation
process remains a priority for the MSP Standing Committee to resolve (see also Section
2.1.4).

On September 23, 2005, the MSP Standing Committee issued a directive ° requesting that
the Load Growth Workgroup continue this work, at least through December 2005. The
Company is coordinating with the MSP Standing Committee and Load Growth Workgroup
participants to establish a timeline to finalize the development of a preferred SPM. Itis
believed that with further discussion and analysis, issues relating to SPMs and their proposed
implementation can be resolved.

' MSP Standing Committee directive was advised to MSP Participants on September 23, 2005 via an email from the Committee’s Chair (Terri Carlock).
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7. PacifiCorp’s Conclusions and Recommendation

Based on the results of the Company’s current load growth studies, it is the Company’s
conclusion that it is not necessary to implement an SPM at this time.

If future analysis suggests there is a potential for inappropriate cost shifts due to the fastest
growing State’s load growth, the Company recommends that one of the preferred SPMs
described in Sections 5.4.1 and 5.4.2 or an alternative ECD-based approach be reviewed
and considered for further development in consultation with interested parties, taking into
account the relevant factors identified in Section 2.1.5.
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Appendix 1
Abbreviations and Definitions Used in this Report

“2004 IRP Report” means the IRP report known as “PacifiCorp’s IRP 2004” which
was filed with each of the State Commissions on January 20
2005

“DSM” means the Company’s Demand Side Management programs

“ECD” means Embedded Cost Differential

“GRID” means the Company’s Generation and Regulation Initiatives

Decision tool; an hourly production cost dispatch model that
simulates dispatch of PacifiCorp’s resources to serve load
obligations and utilized for forecasting (substantiating) net power
costs for regulatory proceedings and other long-term power cost
analysis and projection purposes

“IRP” means the Company'’s Integrated Resource Plan program and
published report

“IRP Preferred Portfolio” means the 2004 IRP Report’s IRP Preferred Portfolio E with
DSM

“June 2004 Forecast” means the June 2004 or CG24 market and gas forecast
(consistent with the assumptions used in the Company’s 2004
IRP)

“March 2005 Forecast” means the March 2005 or CG27 market and gas forecast

“MSP” means the Company’s Multi-State Process collaborative inter-

jurisdictional allocations project

“NPV” means Net Present Value
“PP&L” means Pacific Power and Light
“RFM” means the Company’s Regulatory Forecast Model, used to

calculate state revenue requirements

“SE factors” means the Company’s System Energy allocation factors
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“SG factors” means the Company’s System Generation allocation factors
“SPM” means a Structural Protection Mechanism
“SPMs” means Structural Protection Mechanisms, in the plural
“UP&L” means Utah Power and Light
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Appendix 2
List of PacifiCorp’s Load Growth Studies

Below are the results of the load growth studies performed by the Company from June 2005 through
October 2005. These studies are presented in chronological order, based on the date of the Load
Growth Workgroup meeting at which they were presented. For study assumptions, refer to
Appendices 4 and 5.

Load Growth Workgroup Meeting - June 29, 2005

The load growth study results shown in Table 4 were presented to the Load Growth Workgroup
meeting held on June 29, 2005. These studies were performed using both the June 2004 Forecast
and March 2005 Forecast gas and market pricing data.

Table 4
Percentage of Load Growth Cost Allocated by State
(Revised Protocol)
(Load Growth Workgroup Meeting — June 29, 2005)

9 Year NPV (2007 - 2015) @ 8.4277% 14 Year NPV (2007 — 2020)@ 8.4277%

Costs Costs Costs Costs
State June 2004 Forecast | March 2005 Forecast | June 2004 Forecast | March 2005 Forecast
California -0.2% 0.0% -.3% -0.1%
Oregon -2.3% 0.6% -3.2% -0.4%
Washington -1.1% -0.2% -1.2% -0.3%
Utah 103.9% 97.8% 105.3% 99.5%
ldaho 0.4% 1.0% 0.1% 0.7%
Wyoming -0.6% 0.9% -0.7% 0.7%

Load Growth Workgroup Meeting — June 29. 2005

The load growth study results shown in Table 5 were presented to the Load Growth Workgroup
meeting held on June 29, 2005. These studies were performed by the Company at the request of the
Utah Participants, and were only performed using the March 2005 Forecast gas and market pricing
data. The 2004 IRP Portfolio Q was not the preferred portfolio and as such, the underlying
assumptions of the Portfolio had not been fully developed to include elements like DSM. For this
reason, this is the only study run with the 2004 IRP Portfolio Q.
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Table 5
Percentage of Load Growth Cost Allocated by State
(Revised Protocol)
(Portfolio Q)
(Load Growth Workgroup Meeting — June 29, 2005)

Costs Costs
March 2005 Forecast March 2005 Forecast
9 Year NPV (2007-2015) 14 Year NPV (2007-2020)

State
California 0.2% 0.2%
Oregon 4.9% 4.9%
Washington 1.3% 1.4%
Utah 89.2% 89.1%
Idaho 1.8% 1.6%
Wyoming 2.6% 2.8%

Load Growth Workgroup Meeting — August 10, 2005

The load growth study results shown in Table 6 were presented to the Load Growth Workgroup

meeting held on August 10, 2005. These studies are the same as presented in Table 4, except that
an adjustment was incorporated to maintain consistent IRP planning margins between Study 1 and
Study 2 (see Appendix 6). These studies were also performed using both the June 2004 Forecast

and March 2005 Forecast gas and market pricing data.

Table 6

Percentage of Load Growth Cost Allocated by State

(Revised Protocol)

(Adjusted to Maintain Consistent IRP Planning Margins )
(Load Growth Workgroup Meeting — August 10, 2005)

9 Year NPV (2007 — 2015) @ 8.4277% 14 Year NPV (2007 — 2020)@ 8.4277%
Costs Costs Costs Costs
June 2004 Forecast | March 2005 Forecast | June 2004 Forecast | March 2005 Forecast
State
California -0.3% -0.1% -0.3% -0.1%
Oregon -2.8% 0.0% -3.6% -0.8%
Washington -1.2% -0.2% -1.3% -0.4%
Utah 104.8% 98.8% 105.9% 100.1%
ldaho 0.4% 1.0% 0.1% 0.6%
Wyoming -0.9% 0.6% -0.8% 0.5%
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Load Growth Workgroup Meeting — October 11, 2005

The load growth study results shown in Table 7 were presented to the Load Growth Workgroup
meeting held on October 11, 2005. This is Case 3b1a Hybrid (refer to Section 5.4.3 and Appendix
12). These studies were performed using only the March 2005 Forecast gas and market pricing data,
and incorporate the intra-control area equity measures of (1) QFs situs assigned, (2) hydro reserve
credit situs assigned to Wyoming, and (3) a Mid-C ECD.

Table 7
Percentage of Load Growth Cost Allocated by State
(Hybrid — Case 3b1a)
(with Intra-Control Area Equity Measures)
(Load Growth Workgroup Meeting — October 11, 2005)

Costs Costs
March 2005 Forecast March 2005 Forecast
9 Year NPV (2007-2015) 14 Year NPV (2007-2020)
State
California 0.3% 0.4%
Oregon 5.8% 7.1%
Washington 1.8% 2.3%
Utah 86.7% 86.6%
Idaho 1.5% 1.0%
Wyoming 3.8% 2.7%
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Appendix 3

Load Growth Workgroup Scope and Work Plan
Load Growth Workgroup Meeting— March 30, 2005

SCOPE

DUE DATE

A multi-state workgroup will track key factors including actual relative growth
rates, forecast relative growth rates, cost of new Resources compared to costs
of existing Resources, and other factors deemed relevant to this issue.

May 31, 2005

PacifiCorp must file a report with the Commissions regarding potential cost
shifts related to faster growing states. (See Section IV.E. of the Revised

Protocol)

October 20, 2005

PacifiCorp will consult with Standing Committee and other parties.

Ongoing

Studies will compute the costs allocated to each State for two cases: (a) with
currently projected load growth together with a least-cost, least-risk mix of
Resources additions to meet the growth and (b) with the fastest-growing State
growing at the average growth projected for the remaining States, again with a
least-cost, least-risk mix of Resource additions.

October 20, 2005

The report will include a description of one or more options for a structural
protection mechanism, detailed with sufficient specificity to allow timely
implementation in the event that the studies show a material and sustained net
harm to customers in any jurisdiction. This supports the Standing Committee
charge to develop one or more ameliorative mechanisms. (see below)

October 20, 2005

The report should include information on other relevant factors to support the
Standing Committee charge. (see below)

October 20, 2005

STANDING COMMITTEE CHARGE

DUE DATE

The MSP Standing Committee is charged with developing one or more
ameliorative mechanisms that could be implemented in a timely manner in the
event that the studies show a material and sustained net harm to particular
States from the implementation of the IRP.

TBD

The MSP Standing Committee should consider the impact of load growth in
light of other relevant factors.

TBD

WORK PLAN

Meeting 1 (end of March)

Process Issues

e Discuss Guidelines for the Workgroup
e Discuss Reporting from the Workgroup
Discuss Overall Scope and Work Plan
Discuss Logistics for future meetings

L]
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Technical Issues

Discuss tracking of key factors

Discuss Resource additions for average growth study

Prioritize Issues

Define deliverables for Meeting 2 (Note: This could be analysis or written documents from
both the Company and other parties)

- Key factors

- Study work

- Structural Protection / ameliorative mechanisms

- Other relevant factors

Meeting 2 (end of April)

Process Issues

Review Work Plan
Discuss Reports (as needed)
Discuss Logistics for future meetings

Technical Issues

Review deliverables

- Review key factor tracking

- Review assumptions for updated study

- Review write-ups on ameliorative mechanisms
- Review write-ups on Other relevant factors
Define preferred / potential solution for issues reviewed
Define deliverables for Meeting 3

- Key factors

- Study work

- Structural Protection / ameliorative mechanisms
- Other relevant factors

Meeting 3 (end of May)

Process Issues

Review Work Plan

Approve final key factor tracking
Discuss Reports (as needed)
Discuss Logistics for future meetings
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Technical Issues
e Review deliverables
Finalize key factor tracking
Define study scenarios for updated study
Review write-ups on ameliorative mechanisms
- Review write-ups on Other relevant factors
o Define preferred / potential solution for issues reviewed
e Define deliverables for Meeting 4
- Study work
- Structural Protection / ameliorative mechanisms
- Other relevant factors

Meeting 4 (end of June)

Process Issues

e Review Work Plan

e Discuss Reports (as needed)

e Discuss Logistics for future meetings

Technical Issues
¢ Review deliverables
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