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SYNOPSIS

By this Report, the Utah Demand-Side Resource Cost Recovery Collaborative
provides the Utah Commission with a preliminary 1994 Net Lost Revenue amount for their
review and approval prior to PacifiCorp's January 18, 1995 booking to corporate
accounts. This November 30, 1994 report is part of the February 10, 1994 Utah PSC
Order approving the Demand Side Resource "Joint Recommendation" under Docket No.
92-2035-04, a 1994 trial program for DSR Cost Recovery.





November 30, 1994 Report of the
Utah Demand Side Resource Cost Recovery Collaborative

In the Utah Public Service Commission ("Commission") order dated February 10,
1994 in Docket No. 92-2035-04 ("Order"), the Commission approved the Joint
Recommendation establishing Demand Side Resource ("DSR") cost recovery
procedures for 1994. The order also established a new DSR cost-recovery
collaborative ("Collaborative"), and outlined the responsibilities of the
Collaborative. One of the responsibilities of the Collaborative is to monitor
PacifiCorp's calculation of Net Lost Revenue ("NLR") for 1994. In addition, the
order states that:

The Collaborative will submit a report to the Commission by November
30, 1994, which quantifies the dollar amount of NLR for 1994 and
identifies the inputs which resulted in that dollar amount. The report
will also identify the appropriate DSR measure lives for amortization
purposes. (See Page 7 of the Order)

The order also states that:

The Commission finds that the Joint Recommendations's NLR
provisions, including the NLR formula and 25 percent adjustment limit,
are just, reasonable and in the public interest. The initial determination
of PacifiCorp's 1994 NLR will be made by the Commission prior to
January 18, 1995, the date on which PacifiCorp closes its books for 1994.
(See page 5 of the Order)

The NLR calculated as a part of this report will be updated prior to January 18,
1995 to include actual DSR results for November and December 1994, to revise
savings estimates resulting from subsequent program evaluations, and to reflect
changes due to the settlement of other unresolved issues addressed in this report.
After the Company closes its books for 1994 on January 18, 1995, any subsequent
adjustments to the NLR amount are limited to 25% of the booked NLR.

1994 NET LOST REVENUE

The projected Net Lost revenue for 1994 is $338,723 , based on 21,014 MWh of
savings (non-annualized). This number is based on the best engineering estimates
of installed and projected DSR projects in 1994 currently available. The data
reflects installed projects for January to October, and projected projects for
November and December. This data is subject to change based on ongoing
program evaluation and verification efforts. A detailed listing of 1994 DSR
projects is included as Attachment 1. The calculation of the NLR is included as
Attachment 2.



Utah DSR Collaborative - November 30, 1994 Report Page 2

DSR Activity in 1994

PacifiCorp DSR activity, as measured through annualized engineering estimates,
is estimated at 58,566 MWh and 10.3 MW, exceeding the 40,000 MWh and 6 MW
goals stated in the Joint Recommendation. This DSR activity is also expected to
exceed the Joint Recommendation goal that at least 20% of the RAMPP-3 DSR
goal is achieved in each customer class. Actual MWh savings on a non-annualized
basis is estimated to be 21,014, which represents 3.5% of actual energy growth in
Utah'.

The Collaborative believes that the Net Lost Revenue mechanism in place in 1994
was instrumental in encouraging PacifiCorp to acquire the amount of DSR set as a
goal in RAMPP-3. The mechanism encouraged PacifiCorp to significantly expand
its energy efficiency programs in comparison to previous years. PacifiCorp expects
.to achieve approximately 97% of its overall target of 60,500 MWh for Utah DSR
acquisition set in RAMPP-3 for 1994 and will achieve approximately 140% of its
RAMPP-3 target of 7 MW.

PacifiCorp's 1994 DSR programs also improve the energy efficiency of Utah's
businesses and homes. This lowers customers bills, helps preserve Utah jobs and
makes Utah businesses more competitive. For example, PacifiCorp helped major
industrial customers achieve energy savings through the installation of energy
efficiency measures (e.g. efficient motors).

Inputs

Exhibit 1 of the joint recommendation approved in the Commission Order
identifies the formula to be used to calculate NLR for 1994 (See Attachment 3).
The Commission directed this Collaborative to specify the definitions of the inputs
to be used in the formula. This section defines those inputs.

Briefly, the formula from Exhibit 1 is :

Net Lost Revenues = (R - AC) x (ES - LG) +
(DC - ADC) x (NCPs - LGp)

where:

R = Retail rate per kWh
AC = Avoided Energy Cost per kWh
ES = Energy Savings in kWh

' Utah Energy growth from September 1993 to September 1994.
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LG = Load building impacts in kWh of DSR programs, including
load growth related to DSR programs in the new
construction area.

DC = Demand Charge per kW for the customer class based on
the current tariff

ADC = Avoided demand cost savings per kW based on non-
coincident peak, with line losses

NCPs = Non-coincident peak demand savings in kW
LGp = Load building impacts in kW of DSR programs, including

load growth related to DSR programs in the new
construction area.

The formula used to compute annual net lost revenues in Attachment 2 reflects
the time element of the units used in the formula and is thus refined to read:

Annual Net Lost Revenues = Sum; (R - ACi ) x ( ES; - LG;) +
Sum; ( DC - ADC; ) x ( NCPsi - LGp;)

where: i month

The following provides a detailed description of where the input values for
Attachment 2 come from and why these values were selected to represent the
terms in the equation.

R: The retail price is the tail block rate per kWh in the tariff or special contract
of the participant in the DSR project. This value best represents marginal
lost retail revenue.

The retail price for each program is shown on page 5 of Attachment 2.

AC: The value of energy costs avoided by saving a kWh through a DSR project is
represented by the monthly avoided energy costs computed from PacifiCorp's
production cost model, PDMac, for the year 1994. The calculation is based on
the comparison of two PDMac runs; one with and one without 50 MW
average of generation available at zero running cost. The run which includes
the 50 MW average generation also includes the value of additional secondary
sales made available with the additional 50 MW average. The PDMac
analysis is based on RAMPP-3 medium load growth and includes the same
resource base as the currently filed QF avoided cost analysis. The only
difference between the currently filed QF avoided energy costs and the
avoided energy costs employed on page 5 of Attachment 2, is the impact of
secondary sales, which adds about 2 mills per kWh.

The subcommittee reviewed two different methods for valuing avoided energy
costs for the net lost revenue estimate: the Realized Marginal Energy Cost
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(RMEC) method and the normalized PDMac method. Each method had
strengths and weaknesses. Some of the subcommittee members preferred the
PDMac method because it produced normalized. avoided energy costs. Since
avoided costs are subtracted from normalized retail rates, a normalized
number provides consistency in determining net lost revenues to the
Company between rate cases. On the other hand, the RMEC method is a real
time calculation of potential costs avoided by PacifiCorp based on the highest
cost for one MW in each hour purchased or generated by PacifiCorp over six
months. It is the method currently used for Sunnyside payments. Some
subcommittee members preferred the theoretical appeal of the RMEC method
because it could provide a sense of actual revenues lost. However, the
computerized (and therefore easily accessible) RMEC method includes some
high costs, namely purchases for resale and interruptible buy-throughs, which
may not actually be avoidable and, thus, may overstate the avoided costs.
The RMEC method can be calculated without these objectionable purchases,
however this computation is not currently computerized and is extremely
cumbersome at the present time. Further, the resultant avoided energy cost
from RMEC computed without the objectionable high cost purchases is
consistent in magnitude with the resultant avoided energy costs produced
using PDMac with secondary sales. Therefore, the subcommittee concluded
that the PDMac method with secondary sales produced a reasonable estimate
of avoided energy costs and agreed to adopt this method for the present time.

The subcommittee agreed to use the avoided energy costs which have been
filed by PacifiCorp in Utah Docket No. 94-2035-03 regarding QF standard
avoided cost rates, adjusted for secondary sales, for this preliminary,
November, account of net lost revenues, but reserves the right to revisit this
issue when the case is resolved. Because the case will not be resolved prior
to January 18, 1985, changes in final avoided costs employed to determine
net lost revenues will be limited by the 25% constraint.

The subcommittee also analyzed the value of using time differentiated
avoided energy costs and selected to use monthly avoided energy cost values
for a more accurate account of net lost revenues. There is significant monthly
variation in both avoided energy costs and projected kWh savings.
Additionally, there is a differential between on-peak and off-peak avoided
costs. Matching the appropriate on-peak and off-peak avoided costs with on-
peak and off-peak energy savings will yield a more accurate estimate of net
lost revenues. However, estimates will be necessary to quantify on-peak and
off-peak avoided costs and kWh savings. This will require significant
Company resources and may or may not produce a result more accurate than
using monthly avoided costs and kWh savings.

Because the monthly data is available and using the monthly data results in
a significantly different estimate of net lost revenues, the monthly variation
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was selected. Agreement was not reached on the application of peak/off-peak

differentiation. Arguments against using the peak/off-peak differentiation are

as follows:

• The peak/off-peak values overstate actual differentiation because they

are based on the highest avoided cost and lowest avoided cost in a given

month, not an average;

• The differentials between highest marginal cost and lowest marginal cost

are applied to the PDMac average avoided cost assuming that half of the

differential applies to peak and the other half to off-peak periods; this

may not be the case and therefore adds uncertainty to the results

reported above;

• The biggest impact on 1994 net lost revenues from applying peak/off-

peak differentiation will result from the residential hot water saving

program which will end in 1994, so on-going impacts will be smaller.

• The NLR subcommittee analysis used four commercial buildings, but

industrial savings dominate and industrial savings will have the

smallest amount of peak/off-peak variation.

For the reasons stated above, the subcommittee agreed not to apply peak/off-

peak differentiation in this preliminary assessment of net lost revenues. The

subcommittee is going to review additional information on the variation in

system lambda between peak and off-peak periods to gain more confidence in

the assessment of the impact of peak/off-peak avoided costs on net lost

revenues. This information will be provided in an update letter to the

Commission prior to January 18, 1995.

The monthly avoided energy costs employed in the calculation are shown on

page 5 of Attachment 2.

ES: All kWh savings in Attachment 2 are engineering estimates for projects

installed. Installation is generally measured as the day the Energy Service

Charge contract is attached to the participants bill, or when installation and

inspection is completed for non ESC projects. This is a very conservative

date, as the building may be occupied months prior. The engineering

estimates do not include any adjustment for verification, monitoring or

estimates of free-ridership. Updates to these numbers will be provided prior

to January 18, 1995 to the extent they become available. At that time, all

Commercial FinAnswer program estimates will include adjustments for free-

ridership and load-building adjustments, which will be available from an

evaluation report due in December, 1994, and from Industrial monitoring
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data. In January, the Residential hot water saving program estimates may
also be adjusted to reflect persistence of savings.

Currently, Commercial and Industrial FinAnswer programs provide monthly
estimates of kWh. For the Residential programs, only annual data is
available at present. Evaluation results will provide better estimate of the
monthly variation in Residential energy savings.

Prior to January 18, 1995 , the bulk of evaluation reports will be available to
adjust the engineering estimates for free-ridership, load building, and
persistence . Verified or measured savings will not be available until later in
1995, and therefore this adjustment will be subject to the 25% limitation.

Conservation savings achieved in 1994 from programs which are approved by
the Commission subsequent to 1994 are included for 1994 NLR purposes.

Included as Attachment 1 is a list of all projects by class listing energy
savings per building.

LG: As noted above, the value for load-building impacts in Attachment 2 is zero.
Program evaluation results will provide quantification of this value, to the
extent that such load building impacts are identified. The January update
will include an estimate of this parameter.

DC: The retail demand charge is represented by the tail block demand charge rate
for each customer class. (See Attachment 2, page 6)

ADC: The avoided demand charge represents a capacity credit made possible
by a saved kW. A saved kW can be turned into a short term firm capacity
sale which includes a fixed cost component.

One measure of avoided capacity costs is a comparison to actual capacity sale
and purchase agreements. Attachment 2, page 6, shows the capacity
purchases from Southern California Edison and The Washington Water
Power Company and capacity sales to Eugene Water and Energy Board.
Since these are take or pay contracts, it could be argued that there is no
related capacity savings from DSR programs. However, the subcommittee
believes that additional short term firm sales could result from DSR capacity
reductions. The capacity purchase contracts with SCE and TWWP and the
EWEB sales contract are used here as a surrogate for the capacity component
of short term firm sales agreements for those months in which the
sales/purchases occurred. For months with no purchase or sales, a zero value
is assigned.

These values are shown in Attachment 2, page 6.
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NCPs: The method used to represent this value is dependent on the program.
All kW in Attachment 1 are based on engineering estimates. For the
Commercial and Industrial FinAnswer programs, DOE-2 modeled kW is used.
For the prescriptive Commercial FinAnswer program, DOE-2 modeled kW
from the non-prescriptive Commercial FinAnswer is analyzed and prorated on
the prescriptive program buildings. For the Residential programs, the low-
income retrofit program and the multifamily hot water savings program,
conservation load factors were applied to the estimated kWh savings to derive
a kW saved. The conservation load factor provides an estimate of the amount
of kW available from a given program based on customer class. This estimate
is based on assumptions about the typical amount of kW per kWh provided
for a given program. The conservation load factors used are based on
PacifiCorp's analysis. PacifiCorp will provide analytical support for the
conservation load factors used in the NLR calculation to the Collaborative
prior to January 1, 1995. Approximately one-fourth of the kW savings are
calculated using a conservation load factor (See Attachment 1).

These values are shown on pages 7 and 8 Attachment 2.

LGp: Load-building kW impacts were assigned a zero value at this time.
Evaluation reports will update this value for the January update, to the
extent load building impacts are identified.

DSR MEASURE LIVES

Attachment 4 outlines the estimated DSR measure lives by energy conservation
measure. PacifiCorp plans to use a 10 year amortization period for residential
DSR programs, and a 15 year amortization period for commercial and industrial
DSR programs, unless the specific characteristics of a project indicate that a
different amortization period is more appropriate. After reviewing Attachment 4,
the subcommittee determined that the Company's proposed amortization periods
are reasonable for the following reasons: 1) they approximate the energy
conservation measure lives shown on Attachment 4; 2) a standardized
amortization period is easier to administer; 3) this is consistent with PacifiCorp's
current practices and the measure lives used in other PacifiCorp jurisdictions; and
4) it is a conservative estimate which takes into account potential technological
changes and persistence of savings.





Line Month of Cust.
No. Installation Class Program

Pacif(Corp
Utah Jurisdiction 1994 DSR Projects

Attachment 1

Conserv.
Annualized Load Annualized Load

ID Sched. Gross kWh Growth Net kWh Factor kW

1 January Res. ECONS
2 January Res. ECONS
3 February Comm. Comm. Finanswer
4 February Comm. Commercial Spec.
5 February Comm. Finanswer 12,000
6 February Comm. Finanswer 12,000
7 March Res. ECONS
8 March Res. ECONS
9 March Comm. Comm. Finanswer

10 March Comm. Comm. Finanswer
11 March Comm. Comm. Finanswer
12 March Comm. Comm. Finanswer
13 March Comm. Finanswer 12,000
14 April Res. ECONS
15 April Res. ECONS
16 April Comm. Comm. Finanswer
17 April Comm. Comm. Finanswer
18 April Comm. Finanswer 12,000
19 May Res. ECONS
20 May Comm. Comm. Finanswer
21 May Comm. Finanswer 12,000
22 June Res. ECONS
23 June Comm. Comm. Finanswer
24 June Comm. Comm. Finanswer
25 July Res. ECONS
26 July Res. Sch. 5 Water Kits
27 July Comm. Comm. Finanswer
28 July Comm. Comm. Finanswer
29 July Indus. Indus. Finanswer
30 July Indus. Major Accounts
31 August Res. ECONS
32 August Comm. Comm. Finanswer
33 August Indus. Major Accounts
34 September Res. ECONS
35 September Comm. Comm. Finanswer
36 September Indus. Indus. Finanswer
37 September Indus. Major Accounts
38 September Indus. Major Accounts
39 October Res. ECONS
40 October Res. ECONS
41 October Comm. Comm. Finanswer
42 October Comm. Comm. Finanswer
43 November Comm. Finanswer 12,000
44 November Comm. Finanswer 12,000
45 November Comm. Comm. Finanswer
46 November Comm. Comm. Finanswer
47 November Comm. Finanswer 12,000
48 November Comm. Finanswer 12,000
49 November Comm. Comm. Finanswer
50 November Comm. Comm. Finanswer
51 November Comm. Comm. Finanswer
52 December Comm. Comm. Finanswer
53 December Comm. Comm. Finanswer
54 December Comm. Comm. Finanswer
55 December Comm. Comm. Finanswer
56 December Comm. Comm. Finanswer
57 December Comm. Comm. Finanswer
58 December Comm. Comm. Finanswer
59 December Comm. Comm. Finanswer

9999 Schedule 1 748,243
9999 Schedule 5 1,117
171 Sch. 6 (< 100 MWh) 37,240
3 Sch. 6 (> 100 MWh) 444,219
76 Sch. 6 (< 100 MWh) 63,521
55 Schedule 23 35,070

9999 Schedule 1 987,478
9999 Schedule 5 1,119
159 Sch. 6 (< 100 MWh) 76,610
308 Sch. 6 (< 100 MWh) 591,622
153 Sch. 6 (< 100 MWh) 197,922
264 Sch. 6 (< 100 MWh) 193,295
128 Sch. 6 (< 100 MWh) 10,274
9999 Schedule 1 1,294,284
9999 Schedule 5 2,720
232 Sch. 6 (< 100 MWh) 104,168
193 Sch. 6 (< 100 MWh) 167,430
150 Schedule 9 - 21,000
9999 Schedule 1 963,011
251 Schedule 23 114,411
145 Schedule 23 12,242
9999 Schedule 1 1,597,963
160 Sch. 6 (> 100 MWh) 458,784
200 Sch. 6 (< 100 MWh) 143,865
9999 Schedule 1 318,395
9999 Schedule 5 1,154,839
225 Sch. 6 (< 100 MWh) 120,924
283 Sch. 6 (> 100 MWh) 1,513,908
181 Schedule 9 1,432,000
9998 Contract 1 4,436,000
9999 Schedule 1 1,432,520
255 Sch. 6 (< 100 MWh) 58,764
9998 Contract 1 5,316,000
9999 Schedule 1 1,658,473
298 Sch. 6 (< 100 MWh) 191,181
197 Schedule 39 181,743
9998 Contract 1 4,015,000
9997 Contract 2 20,411,000
9999 Schedule 1 198,697
9999 Schedule 5 15,549
215 Sch. 6 (> 100 MWh) 474,925
162 Sch. 6 (< 100 MWh) 173,874
118 Sch. 6 (< 100 MWh) 72,000
148 Sch. 6 (< 100 MWh) 114,000
145 Sch. 6 (> 100 MWh) 1,600,000
199 Sch. 6 (> 100 MWh) 700,000
211 Sch. 6 (< 100 MWh) 90,000
56 Sch. 6 (< 100 MWh) 92,000

218 Sch. 6 (> 100 MWh) 566,000
219 Sch. 6 (< 100 MWh) 290,000
313 Sch. 6 (< 100 MWh) 151,000
252 Sch. 6 (< 100 MWh) 254,000
232 Sch. 6 (< 100 MWh) 232,000
250 Sch. 6 (< 100 MWh) 290,000
185 Sch. 6 (> 100 MWh) 1,059,000
146 Sch. 6 (< 100 MWh) 86,000
310 Sch. 6 (< 100 MWh) 307,000
229 Sch. 6 (> 100 MWh) 900,000
221 Sch. 6 (< 100 MWh) 392,000

0 748,243
0 1,117
0 37,240
0 444,219
0 63,521
0 35,070
0 987,478
0 1,119
0 76,610
0 591,622
0 197,922
0 193,295
0 10,274
0 1,294,284
0 2,720
0 104,168
0 167,430
0 21,000
0 963,011
0 114,411
0 12,242
0 1,597,963
0 458,784
0 143,865
0 318,395
0 1,154,839
0 120,924
0 1,513,908
0 1,432,000
0 4,436,000
0 1,432,520
0 58,764
0 5,316,000
0 1,658,473
0 191,181
0 181,743
0 4,015,000
0 20,411,000
0 198,697
0 15,549
0 474,925
0 173,874
0 72,000
0 114,000
0 1,600,000
0 700,000
0 90,000
0 92,000
0 566,000
0 290,000
0 151,000
0 254,000
0 232,000
0 290,000
0 1,059,000
0 86,000
0 307,000
0 900,000
0 392,000

48% 178
48% 0
60% 7
60% 85
60% 12
60% 7
48% 235
48% 0

18
413
28
56
0

48% 308
48% 1

60%
48%

14
31
4

229
8
0

48% 380
71
27

48% 76
48% 275

77
362
225
400

48% 341
16

607
48% 394

45
23

544
3,100

48% 47
48% 4

93
200

60% 14
60% 22
60% 304
60% 133
60% 17
60% 18
60% 108
60% 55
60% 29
60% 48

60% 44
60% 55
60% 201

60% 16

60% 58

60% 171

60% 75
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Attachment. 3
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Exhibit 1
Formula for Calculation of Net Lost Revenue

V)98 4 ^^b^,^ue^tit 4,e4.,-5
For purposes of lale^ii -Pe}icy NLR shall be the sum of lost energy revenue and lost demand revenue. Both an

energy and demand component will be calculated for each rate schedule. The formulas for these calculations are

defined below:

Energy : Net Lost Revenue (energy) = (R - AC ) x ( ES - LC )

where:
R = Tail block rate per kWh for the customer class per the current tariff.

AC - = Monthly short-run avoided costs per kWh based on modeled production costs. Adjusted for sales

for resale credit and average line losses.

ES = kWh energy savings gtully ncurred or estimated by engineering analysis for conservation

measures during lh . Engineering analysis will be updated with the most current

evaluation information,th oug 9fr. Such evaluation shall include the appropriate treatment

of free riders, free drivers, snapback and persistence of savings (See Exhibit 2) to the extent such

elements can be quantified. (see note 1)

LG = kWh sales increase related to load building impacts of DSR programs. This component will be based

on engineering analysis and will be updated based on program evaluation -Htrovgh-1Vt. Load

growth related to DSR programs in the new construction area will be included in this component

of the Formula.

Demand: Net Lost Revenue (demand) _ ( DC - ADC ) X ( NCP, - LGp )

where : e^c;1 ^+^r 41t

DC _ Demand charge per kW for the customer class based o he current tariff.

ADC = The identified avoided demand cost savings for that result from DSR programs. This

component will be adjusted to an NCP basis and will be adjusted for line losses.

NCP, = Non-coincident peak (kW) savings at the sales level produced by energy conservation measure.

The non-coincident peak savings will be based upon engineering analysis . In the event that

engineering analysis of the non-coincident peak savings is not available, the NCP, component will

be estimated based on the best available data.
LGp = The impact on the NCP of load building affects of DSR programs . This component will be based

on engineering analysis and will be updated based on program evaluation

Note 1 Initial engineering analysis employed for purposes of NLR calculation will be those used contractually

between the Company and the customer related to conservation savings. Such engineering analysis will

be updated based on program evaluation . Some conservation measures do not involve a specific contract

between the Company and the customer . The NLR for these measures will be based on the engineering

analysis included in the program design . Certain DSR programs may include a combination of DSR

activities and increased electrification . The energy savings of such programs will be the efficiency

increment ( based on engineering analysis ) over the "base line" of what the customer would have installed

absent the Company ' s involvement.
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Attachment 4

MEASURE LIVES
ENERGY CONSERVATION MEASURES

Measure Life

BUILDING ENVELOPE
• High Efficiency Glazing 20

• Perimeter Floor Slab Insulation 30

• Exposed Floor Insulation 30

• Roof Insulation 30

• Wall Insulation 30

WATER HEAT MEASURES
• Time Clock Control - SHW Recirc. Pumps 10

• Flow Efficient Shower Head 10

• Heat Pump Water Heater 15

LIGHTING MEASURES
• Compact Fluorescent Light 15

• 4 Foot ES Fluorescent Lamps 15

• Electronic Ballast 15
• Exit Sign 30

• High Pressure Sodium 15

• Occupancy Sensors 10

HVAC
• Airside Economizer 15

• Energy Management System 10

• High Efficiency Chiller 15

• Programmable Thermostats 10

• Water Source Heat Pumps 15

• Efficient Air-Source Heat Pumps 15

• Exhaust Air Heat Recovery 15

• Heat Recovery Chiller 15

• Tower Free Cooling 15

• Variable Speed Drives Fans & Pumps 15

• Direct-Indirect Evaporative Cooling 15

OTHER
• Energy Efficient Motor 15
• Vegetation for Cooling 15
• Efficient Refrigeration 10

rMc:Uively4neasure
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