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Avista Corp. A .
1411 East Mission P.O. Box 3727 HAuiSTA
Spokane. Washington 99220-0500

Telephone 509-489-0500 Corp.

Toll Free 800-727-8170

February 22, 2008

Oregon Public Utility Commission
Attn: Vikie Bailey-Goggins
Administrative Regulatory Operations
550 Capitol St. N.E. Suite 215

Salem, OR 97308-2551

RE: UGI81 - Stipulation Resolving All Remaining Revenue Requirement and Rate
Spread/Rate Design Issues

Avista Corporation d/b/a/ Avista Utilities, hereby submits for filing an original and one copy of
the Stipulation Resolving All Remaining Revenue Requirement and Rate Spread/Rate Design
Issues in UG 181.

The parties to the Stipulation intend to file joint testimony in support of the Stipulation within the
next several days.

Sincerely,

7

David Meyer

Vice President and Chief Counsel
Avista Corporation

509-495-4316
David.Meyer@avistacorp.com

- Enclosures
ce: Service List



CERTIFICATE OF SERVICE

| HEREBY CERTIFY that | have this day served Avista Corporation’s Stipulation
Resolving All Remaining Revenue Requirement and Rate Spread/Rate Design Issues
in Docket UG-181, upon the parties listed below by mailing a copy thereof, postage
prepaid and/or by electronic mail when paper service has been waived.

Judy Johnson W Citizens’ Utilities Board

Public Utility Commission 610 SW Broadway, Suite 308

PO Box 2148 Portland, OR 97205-3404

Salem, OR 97308-2148 Jason@OregonCUB.org

Judy.johnson@state.or.us Bob@OregonCUB.org
Lowrey@OregonCUB.org

David Hatton W Paula Pyron

Assistant Attorney General Northwest Industrial Gas Users

1162 Court St. NE 4113 Wolf Berry Ct.

Salem, OR 97301-4096 Lake Oswego, OR 97035-1827

David.hatton@state.or.us ppyron@nwigu.org

Edward A. Finklea

Chad M. Stokes

Cable Huston Benedicet Haagensen & Lloyd LLP
1001 SW Fifth Ave., Suite 2000

Portland, OR 97204-1136

efinklea@chbh.com

cstokes@chbh.com

Dated at Spokane, Washington this 22nd day of February 2008.
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BEFORE THE PUBLIC UTILITY COMMISSION

OF OREGON
UG 181
In the Matter of ) STIPULATION RESOLVING ALL
AVISTA CORPORATION ) REMAINING REVENUE
Application for a General Rate Increase ) REQUIREMENT AND RATE SPREAD/
) RATE DESIGN ISSUES

This Stipulation is entered into for the purpose of resolving all issues related to Avista
Corporation’s (“Avista” or “Company”) requested revenue requirement in this Docket. This
Stipulation also resolves rate spread and rate design issues. Cost of capital issues, including
costs associated with debt, preferred stock and common equity, as well as capital structure, were
resolved in a separate Stipulation dated December 20, 2007 and will be referenced in this
Stipulation for informational purposes only.

PARTIES

The Parties to this Stipulation are Avista, the Staff of the Public Utility Commission of
Oregon (“Staff”), the Citizens’ Utility Board (“CUB”), and the Northwest Industrial Gas Users
(“NWIGU?”) (collectively, “Parties™).

BACKGROUND

1. On October 12, 2007, Avista filed revised tariff schedules to effect a general rate
increase for Oregon retail customers of approximately $2,975,000, or 2.3 percent of its annual-
revenues. The filing was suspended by the Commission at its November 20, 2007 public
meeting.

2. On December 20, 2007, the Parties entered into an all-party settlement to resolve all
issues related to the cost of capital and capital structure, including the costs associated with debt,

preferred stock and common equity. The change in the Company’s proposed revenue
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requirement associated with that stipulation is reflected in the overall revenue requirement
agreed to by the Parties in this Stipulation.

3. On January 29, 2008, Staff served on all of the Parties its report of issues and
proposed adjustments to Avista’s revenue requirement filing. Staff’s report was provided for
settlement purposes only.

4.  Pursuant to Administrative Law Judge Sarah K. Wallace’s Prehearing Conference
Report of December 4, 2007, settlement conferences were scheduled for December 11, 2007,
January 10, 2008 and February 12, 2008. The settlement conferences were open to all parties in
this Docket.

5. As a result of the settlement discussions, the Parties have agreed to settle the
revenue requirement and rate spread/design issues on the following terms, subject to the approval
of the Commission.

AGREEMENT

6. Revenue Requirement: The Parties agree that Avista’s revenue requirement
request will be reduced to reflect the adjustments listed on Attachment A to this Stipulation.
Moreover, the Parties agree that these adjustments to revenue, expense, and rate base items
should be incorporated into the Commission’s determination of the Company’s revenue
requirement in this Docket. The adjustments listed on Attachment A, including revisions to cost
of capital issues, amount to a reduction in Avista’s revenue requirement request from $2,975,000
to $866,000 to be reflected in new Base Rates effective April 1, 2008. Additional items resulting
in a further change to Base Rates on November 1, 2008, are set forth in Section 8, below. This

Stipulation represents the settlement of all revenue requirement issues in the Company’s filing
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and incorporates the impact of the earlier signed Cost of Capital Stipulation dated December 20,
2007.

7.  Rate Changes Proposed To Be Effective April 1, 2008: The increased revenue
requirement of $866,000, as set forth in paragraph 6, will become effective April 1, 2008, with
compliance tariffs filed reflecting the impact on each customer schedule, as set forth in
Attachment D.

8.  Rate Changes Proposed To Be Effective November 1, 2008:

A. East Medford Reinforcement Project. This Project is meant to provide
reinforcement of the Company’s distribution system, thereby allowing for additional gas
deliveries in anticipation of future load growth in the Company’s Medford service area. The first
phases of this Project are planned for completion prior to November 1, 2008. The Parties have
agreed to further adjust Base Rates on November 1, 2008, coincident with the Company’s PGA
rate adjustment, to reflect the net rate-based capital additions associated with this Project,
presently estimated at $4,808,598. (See Attachment B) The additional revenue requirement
associated with this Project, based on current cost estimates, is $693,279.

The Parties have agreed that the Company will submit a compliance filing on or before
November 1, 2008, that will (i) provide a “certificate of completion” for these phases of the
Project, attesting to the status of the rate base additions as “in-service” and “used-and-useful” for
providing service; and (ii) adjust Base Rates on November 1, 2008, coincident with the

Company’s PGA adjustment, to reflect the lower of the actual costs of the capital additions or

current cost estimates (as discussed above).

B. Dedication of Jackson Prairie Storage to Oregon. The Company is a one-third

(1/3) owner of an underground gas storage facility located near Chehalis, Washington.
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Previously, all of the Company’s retained share of the capacity and deliverability of the Storage
Project was dedicated to serving customers in the States of Washington and Idaho. The
Company is participating in expansions of the Storage Project, and has proposed to dedicate
approximately 25% of the expansions currently underway to serve Oregon customers. (See
Direct Testimony of Kevin Christie, Exh. 400, pp. 5-10; and Exh. 401, pp. 2-3) Oregon’s share
of the net rate base associated with the Storage Project expansion is currently estimated at
$4,857,861 and the related revenue requirement is $724,376. (See Attachment C)

The Parties have agreed that the Company will submit a compliance filing on or before
November 1, 2008, that will (i) provide a “certificate of completion” for these phases of the
Storage Project, attesting to the status of the rate base additions as “in-service” and “used-and-
useful” for providing service; and (ii) adjust Base Rates on November 1, 2008, coincident with
the Company’s PGA adjustment, to reflect the lower of the actual costs of the capital additions or
current cost estimates (as discussed above).

9. Rate Design/Rate Spread: The Parties agree that the stipulated revenue
requirement increase on April 1 and November 1, 2008, will be spread to customer classes as
outlined in Attachment D to this Stipulation. The rate design changes, as agreed upon, are also
shown in Attachment D.

A. Allocation of Increase in Revenue Requirement on April 1 and November 1,
2008. The revenue increase of $866,000 to be effective April 1, as well as the estimated
revenue increase of $693,000 related to the East Medford Lateral effective November 1, will be
spread to the Company’s various service schedules based on cost of service considerations. The
results of the cost of service studies prepared by the Company and the Commission Staff in this

Docket show that the present rates for Residential Schedule 410, General Service Schedule 420
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and Transportation Service Schedule 456 are below the cost of service, while the studies show
that the rates for Large General Service 424, Interruptible Service Schedule 440 and Seasonal
Service Schedule 444 exceed the cost of service. As such, the Parties agree that the rates for
Schedules 424 and 444 should be reduced by 2.0% on both April 1 and November 1 and that the
rates for Schedule 440 should be reduced by 1.75% on both April 1 and November 1. A uniform
percentage increase of 0.87% would be applied to Schedules 410, 420 and 456 effective April 1
and a uniform percentage increase of 0.73% would be applied to those Schedules effective
November 1.

B. Adjustments to Customer Charges. Also based on the results of the cost of
service studies, the monthly customer charges under Residential Schedule 410 and General
Service Schedule 420 will be increased by $0.50 and $1.00 per month, respectively, on April 1
and November 1. The customer charge under Large General Service Schedule 424 will be
decreased by $9.50 per month on April 1 and November 1. The Parties also agree that the annual
minimum charge under Interruptible Service Schedule 440 be revised to reflect an annual
minimum usage requirement of 50,000 therms, as proposed in the Company’s direct testimony.
After giving effect to these customer charge changes, the revenue increase/decrease for each of
the schedules is achieved through the appropriate increase/decrease in the usage charge(s).

C. Allocation of Increase in Revenue Requirement associated with Jackson
Prairie Storage. The estimated revenue increase of $724,000 associated with the Jackson
Prairie Underground Storage Project on November 1, 2008, will be allocated to the Company’s
service schedules based on the methodology approved by the Commission for Northwest
Natural’s allocation of underground storage costs related to their MIST facility. This

methodology reflects an estimate of the utilization of underground storage for the mitigation of
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gas commodity costs as well pipeline balancing. Accordingly, the revenue increase will be
allocated in the following manner: 1) 86% to all sales service schedules, and 2) 14% to all
service schedules including Transportation Schedule 456. The revenue increase associated with
each of these two components is spread to the applicable service schedules based on sales
volumes/throughput and recovered through an increase in the usage charge(s) under each
Schedule.

10. The Parties agree that this Stipulation is in the public interest and results in an
overall fair, just and reasonable outcome.

11. The Parties agree that this Stipulation represents a compromise in the positions of
the Parties. As such, conduct, statements, and documents disclosed in the negotiation of this
Stipulation shall not be admissible as evidence in this or any other proceeding. Further, this
Stipulation sets forth the entire agreement between the Parties and supercedes any and all prior
communications, understandings, or agreements, oral or written, between the Parties pertaining
to the subject matter of this Stipulation.

12. This Stipulation will be offered into the record in this proceeding as evidence
pursuant to OAR 860-014-0085. The Parties agree to use best efforts to prepare and submit the
Stipulation and supporting materials to the Commission in time to permit the Commission to put
rates into effect by April 1, 2008. The Parties agree to support this Stipulation throughout this
proceeding and any appeal. The Parties further agree to provide witnesses to sponsor the
Stipulation at any hearing held, or, in a Party’s discretion, to provide a representative at the
hearing authorized to respond to the Commission’s questions on the Party’s position as may be

appropriate.
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13. If this Stipulation is challenged by any other party to this proceeding, the Parties to
this Stipulation reserve the right to cross-examine witnesses and put on such case as they deem
appropriate to respond fully to the issues presented, including the right to raise issues that are
incorporated in the settlement embodied in this Stipulation. Notwithstanding this reservation of
rights, the Parties agree that they will continue to support the Commission’s adoption of the
terms of this Stipulation.

14. Should the Commission fail to adopt the Stipulation, or should the Commission
materially modify the Stipulation, any Party hereto shall have the right to withdraw from the
Stipulation and proceed with a resolution of all issues in this proceeding.

15. By entering into this Stipulation, no Party shall be deemed to have approved,
admitted, or consented to the facts, principles, methods, or theories employed by any other Party
in arriving at the terms of this Stipulation. No Party shall be deemed to have agreed that any
provision of this Stipulation is appropriate for resolving the issues in any other proceeding.

16. This Stipulation may be executed in counterparts and each signed counterpart shall
constitute an original document. The Parties further agree that any facsimile copy of a Party’s
signature is valid and binding to the same extent as an original signature.

17. This Stipulation may not be modified or amended except by written agreement

among all Parties who have executed it.
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This Stipulation is entered into by each Party on the date entered below such Party’s

signature.

™ 4
DATED this 24 day of February, 2008.

AVISTA CORPORATION STAFF OF THE PUBLIC UTILITY
COMMISSION OF OREGON
@”7 //— By
Date: / s l/’ i Date:
NORTHWEST INDUSTRIAL GAS USERS CITIZENS’ UTILITY BOARD
By: By:
Date: Date:

Page 8 — STIPULATION RESOLVING REVENUE REQUIREMENT AND
RATE SPREAD/RATE DESIGN ISSUES



LUJ - RUBS/GC Fax:503-378-5300 Feb 21 2008 04:22pm P002/002

This Stipulation is entered into by each Party on the date entered below such Party’s

signature.

DATED this day of February, 2008.
AVISTA CORPORATION STAFF OF THE PUBLIC UTILITY

o COMMISSION OF OREGON

By: By: %Maﬁ GB. %ﬁ-\
Date: Date: %W 3{. 264 g
NORTHWEST INDUSTRIAL GAS USERS CITIZENS’ UTILITY BOARD
By: By:
Date: Date:
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This Stipulation is entered into by each Party on the date entered below such Party’s

signature.
DATED this day of February, 2008.
AVISTA CORPORATION STAFF OF THE PUBLIC UTILITY
COMMISSION OF OREGON
By: By
Date: Date:
NORTHWEST INDUSTRIAL GAS USERS CITIZENS® UTILITY BOARD
A g ey
Diter 2. / 2z / 0% Date:
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PAGE B2

This Stipulation is entered into by each Party on the date entered below such Party’s

signature.

DATED this a%;y of February, 2008.

AVISTA CORPORATION STAFF OF THE PUBLIC UTILITY
COMMISSION OF OREGON

By: By:

Date: Date:

NORTHWEST INDUSTRIAL GAS USERS CITIZENS’ UTILITY BOARD

Date: Date: é"-’é ) );' ) cﬁr:?{/
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Avista Utilities UG 181 Attachment A
Narrative Summary
Twelve Months ending December 31, 2006
($000)
Company-Filed Test Period Results $2,975
Proposed
Item Staff Proposed Staff Adjustments Revenue
Requirement
Change
S-0 BC |Rate of Return -$1,137
For the test period, Parties propose an overall rate of return of 8.21 percent.
This is based on a cost of long term debt of 2.88 percent, a cost of .33 for trust
preferred securities, and a return on common equity of 10 percent.
5-1 JJ Rate Base -5447
This adjustment removes rate base due to be in-service in 2008, because it is
not yet used and useful.
s-2 MD/DB |Administrative & General -$94
A series of adjustments in FERC accounts 901 - 935.
S-3 DG |Advertising & Sales Expense -$87
Removes expense related to promotional advertising or the retention of
customers.
S-4 DG |Bonuses & Incentives -$140
Adjusts expense by excluding officer compensation and proposing a 50/50
sharing between customers and stockholders in accordance with historic
freatment of such expense.
8-5 DG |Out of period Labor Adjustment -5196
Removes addition of expense for the period beyond the 2006 test year.
S-6 DG |Wages & Salaries -$6
Adjusts test year expense to conform fo the results of the PUC 3-year wage and
salary model.
S-7 JM  |General Business Revenues -$150
Adjusts 2006 test year revenues due to Staff-proposed change to Avista's
weather normalization model.
S-8 DG Property Taxes $75
Stipulated adjustment to 2006 test year expense to correct error in Avista's filing.
S-9 JJ Interest Synchronization $73
Adjustment due to the change in weighted cost of debt and the change in rate
base.
Total Staff-Proposed Adjustments -$2,109
Proposed Staff Case $866

JJ Judy Johnson 503/378-6636

MD Mike Dougherty 503/3783623
DB Dustin Ball 503/373-7946

DG Deborah Garcia 503/378-6688
JM Jaimie McGovern 503/378-5942
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Revenue Requirement Based on Current Cost Estimates

Avista Utilities

Major Plant Additions-East Medford Reinforcement Project

Completed October 2008
Revenue Requirement

Depreciation Expense
Property Tax @ 1.5% of Gross Plant
Total Expenses
Net Operating Income Before FIT
FIT Benefit of Depreciation and Property Tax
FIT Benefit of Interest Expense
Net Operating Income Requirement

Net Plant
Accumulated Depreciation (average of 10/31/08 and 10/31/09)
Accumulated DFIT (average of 10/31/08 and 10/31/09)
Net Rate Base
Proposed Rate of Return
Return on Rate Base

Net Operating Income Requirement including Return
Conversion Factor
Revenue Requirement for 11/1/08-10/31/09

OR EMR Capital Additions-Oct 2008 Adds_Attachment B.xls

Summary
02-21-2008

71,228
75,000

146,228

(146,228)
51,180
54,025

(41,023)

5,000,000
45,704
(145,698)

4,808,598
8.21%

394,786

435,809
0.62862

693,279

Attachment B
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Revenue Requirement Based on Current Cost Estimates

Avista Utilities
Jackson Prairie Expansion Projects
Revenue Requirement

Depreciation Expense
Property Tax @ 1.5% of Gross Plant
Total Expenses
Net Operating Income Before FIT
FIT Benefit of Depreciation and Property Tax
FIT Benefit of Interest Expense
Net Operating Income Requirement

Net Plant
Accumulated Depreciation (average of 10/31/08 and 10/31/09)
Accumulated DFIT (average of 10/31/08 and 10/31/09)
Net Rate Base
Proposed Rate of Return
Return on Rate Base

Net Operating Income Requirement including Return
Conversion Factor
Revenue Requirement for 11/1/08 - 10/31/09

JP Revenue Requirement_Attachment C.xls
Summary
02-21-2008

95,267
75,664

170,931

(170,931)
59,826
54,578

(56,527)

5,044,288
47,633
(138,794)

4,857,861
8.21%

398,830

455,357
0.62862

724,376

Attachment C
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Attachment D
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