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Report: Tri-State, electric cooperatives can improve resource planning
Focus on efficiency and energy diversity would protect ratepayers

An andysis conduded by aleading electric utility conaultant says that Tri-State Generation and
Trangmission has an oppotunity to address imbaancesin its resource mix for generating electricity for the
coming decades as aresult of thergection of its proposd cod-fired power plant in Kansss.

Tri-State(3 resource plan, which is centered aroundits proposd 700-megawatt cod-fired power plant near
Holcomb, Kan., and which indudes only token amounts of energy efficiency and renewable resources, Qloes
notincrease either thediversity or flexibility of resources,Oandysts at Summit Blue Consulting conduded
(See Figure 1, below). Consdering the patential cods of carbonregulation and increasing congruction
cods, theandysis says, theimbaances in Tri-State@ resource plan make it (highly vulnerable to changesin
the cog of electricity generated by cod.O

Thereport, A Commitment to Serve: A Coopeative Board Membea® Guideto G& T Resource Planning,0
was commissional by Western Resource Advocates and is a primer for electric coopeative decison-makers
on how resource plansare puttogeher. In order to protect member-owners fromtherisks of bad decison-
making, thereport says, board members Gheed aworking undestanding of theresource planning process.O

For coopeative boad members, who aready are a step removed from thetechnical aspects of planning
and forecasting, tha is more chdlenging than ever. Demand for power is on therise in therapidly growing
West. Theregulatory environment is evolving quickly with initiatives to reduae globd warming pollution
moving forward at the state, regiond and naiond levels. New clean-energy technologies also are improving
and becoming more cog-compditive, offering planne's more supply aternaives to meet demand.

OA\dd to these elements the mouniing evidence tha energy efficiency is often the cheapest and most
reliable resource available, and the chdlengesinvaved in optimizing aresource plan for thefuture become
more complex than they have been in the past,Osaid Dr. Daniel Violette, a princpd at Summit Blue

Summit Blue@ andysis looksat three key comporents of the resource planning process: factors affecting
thecog of theplan, in particular, electric load forecasting; the resource optionsavailable for meeting
demand; and how those resources are evaluaed in the context of different assumptionsaboutthefuture. As
pat of its andysis, Summit Blue reviewed these factors with respect to Tri-State® current Integrated
Resource Plan, which it filed with the Western Area Power Administrationin February. Thereview
unoovered a nunber of ways in which assumptionsthat were bult into the planning processled to a
finandaly risky plan.

For example, unlike mog utilities, Tri-State bases its plan on aforecast of high growth in future electricity
needs Mog utilities base thar resource planson mid-rangegrowth estimates. Tri-State al'so built in an

additiond 15 percent reserve margin as Gextra paddingQto protect againg unanticipated growth in demand
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for eectricity. Orheresulting estimate increases the possi bility that too much capecity is built to meet the
expected demand, which increases the cod to the customers,OSummit Blue conduded.

Already this year, Tri-State@® growth forecasts are significantly off. Demand rose system-wide only 0.6
percent in thefirst seven monthsof 2007, while Tri-State had predicted 3.9 percent growth.

Summit Blue@ andysis also foundthat Tri-State@ approach of relying on each of its 44 member
coopeativesto forecast thar own energy needsmay lead to overestimates of electricity growth for the
system as awhole. Thisis because the cods of building new energy generation facilities such as cod-fired
power plants are shared by each of Tri-State® member coopeatives. Spreading outthoe cods reduces the
cod pendty anindividud coopeative would pay if it overestimates future demand.

Thisislikely to beespecialy truefor thelargeindudria sector, where Tri-State forecasts 110 percent
growth in large commercia/indudrial users such as manufacturing and oil and gas drilling opeations three
times more growth than forecasted for residential and small commercial/indwstrial sectors. (See Figures 2
and 3, below). C'Boarlng growth in onesector without suppoting growth in the others, Othereport says,
Ghould raise ared flagOfor coopeative board members since their ratepayers will end up paying thehigh
codgs of building new generation.

Circumstances have changed dramatically for Tri-State sinceiit filed its IRP in early 2007 On Oct. 18, the
Kansas Department of Health and Environment rejected the air permit for the Holcomb facility, a multi-
billion dollar project that induded a second 700-megawatt plant from another power provider. The good
news, said JohnNielsen, the energy policy director at Western Resource Advocates, is that O'ri-State now
has a fantastic oppotunity to rethink its approach to how it@ going to provide cusomers with eectricity.O

The Summit Blue andysis recommendsthat Tri-State and its member coopeatives consder severd
optionsto make its resource mix stronge and more dynamic:

¥ Introdue more energy efficiency to hdp dday a decision on whether new largeresources, such asa
cod-fired power plant, will be needed until future globd warming policies are set.

¥ Develop better finanda and structural relationshipswith member coopeatives to guide development
of local efficiency measures as aresource for thewhole system.

¥ Encourage member systemsto engagein local resource planning to accurately assess the size and
nature of local efficiency and renewable resources.

¥ Utilize theabundant wind resources available in Tri-State® service territory B Colorado, New
Mexico and Wyoming Bto hdp offset the potentid 1oss of cod-fired capecity.

¥ Convat existing natura gas peaking plants to combined-cycle units to inarease generating capacity
and opeationd efficiency.

¥ Explore technologies such as cod-gasification with carbon capture and storage, large central solar,
geothermal and combined heat and power.

it

The full report is available online at: www.summitblue.com
Summit Blue Consulting providesprofessional consulting servicesto utilities energy companies
and regulatory bodiesnationally and internationally on issuessuch as. demand- and supply-side
planning; resource assesmert; erergy-efficiency programs; and load managemert.

Wedern Resource Advocatesis a nonprofit conservation organization ded catedto protecting
the Interior WegOdand, air, water and climate.
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Figure E-1. Tri-State's Resource Mix, 2007 and 2012
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Figure 2. Overall Projected I ncrease in Energy Sales by Sector, 2005-2015
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Figure 3. Tri-State® Actual Historical and Predicted Annual Energy Requirements by Sector

9,000
=
= 3,000
9— /\
o 7,000 /
& 6,000 ~
o0
; 5,000 / /
s // Large C&lI
4,000
g e Small C&lI
£ 3,000 -
§ Residential
= 2,000 -
© J
2
£ 1,000
0 T T T T T T T T 1
Lo, Yoy Yo, ~o, o, SO, O, 0, O
T e D Y Y L o

Page3 of 3



