AW

~IVISTA

Avista Corp.

1411 East Mission P.O. Box 3727
Spokane. Washington 99220-0500
Telephone 509-489-0500

Toll Free 800-727-9170

Via Electronic Mail

January 22, 2016

Public Utility Commission of Oregon
Attn: Filing Center

PO Box 2148
Salem, OR 97308-2148

RE: Docket No. UG 288 — Final Brief of Avista Corporation

Attached for filing with the Commission is the Final Brief of Avista Corporation in Docket No.
UG-288.

Please direct any questions regarding this filing to Patrick Ehrbar at (509) 495-8620.
Sincerely,

David J. Meyer

Vice President and Chief Counsel for Regulatory

and Governmental Affairs

Enclosure



BEFORE THE PUBLIC UTILITY COMMISSION
OF OREGON

In the Matter of
AVISTA CORPORATION, dba AVISTA UTILITIES

Request for a General Rate Revision

DOCKET NO. UG-288

FINAL BRIEF OF AVISTA CORPORATION

David J. Meyer

Avista Corporation

VP, Chief Counsel for Regulatory Governmental Affairs
Avista Corporation

1411 East Mission

PO Box 3727

Spokane, WA 99220-3727

Telephone: 509-495-4316



TABLE OF CONTENTS
I. STAFF’S RECOMMENDATIONS CONCERNING THE RECOVERY OF PLANT
INVESTMENT ARE WOEFULLY INADEQUATE.........cocoiiiiiiiie, 2

A. Staff Does Not Support Its Positions With Credible Evidence.................. 3
B. Evidence Provided By the Company Was Substantial and Credible....... 10

II. STAFE’S SUGGESTION TO DISALLOW THE EAST MEDFORD
REINFORCEMENT PROJECT IGNORES RELIABILITY CONCERNS...... 15

1. CUB/NWIGU RECOMMENDATION TO REMOVE THE LADD CANYON

PROJECT FROM RATES IGNORES RELIABILITY CONCERNS............... 18
IV.STAFF IS NO LONGER CHALLENGING THE INVESTMENT IN PROJECT

COMPASS .. 20
V. STAFF HAS NOT DEMONSTRATED THAT THE “DE-RISKING” OF

AVISTA’S PENSION INVESTMENT PORTFOLIO IS IMPRUDENT.......... 21
VI.STAFF ARBITRARILY REDUCES MEDICAL BENEFITS........cccooiiieiiiiens 24

VII. STAFF IGNORES THE CUSTOMER BENEFITS OF BONUS INCENTIVES . 25
VIII. NWIGU/CUB’s PROPOSED ADJUSTMENT TO REFLECT BONUS

DEPRECIATION ...ttt sttt sre e e e 26
IX. CUB’S CRITICISMS OF THE LRIC STUDIES OF THE COMPANY, STAFF
AND NWIGU ARE MISPLACED ......cooi ittt 27
X. THE PROPOSED COST OF CAPITAL RECOMMENDATIONS OF THE
PARTIES DO NOT PRODUCE A REASONABLE END RESULT ............... 32
A. Staff’s Position Ignores Regulatory Standards In Favor of Technical
ATGUIMEBINT. .o 32
1. Avista’s Risks are Greater Than Staff’s Peer Group and Other
Oregon Utilities and its ROE Must be Higher. ...........cc.ccoovenneee. 33
2. Staff’s ROE Contradicts Capital Market Evidence. .................... 35
B. Staff’s Criticisms of Avista’s ROE Evidence Are Unfounded and Should
B REJECTEA. ... s 36
1. Avista’s DCF Analyses are Probative...........ccccovoiieriincncinnnn. 37
2. Criticisms of Avista’s Alternative Methods are Baseless............ 40
C. NWIGU/CUB Recommendations on ROE and Capital Structure are
Substantially Inadequate. ..........ccovvviiieiie e 42
D. NWIGU/CUB’s Recommended Capital Structure is Inconsistent With the
Facts and Should be Rejected. .........cccooveiiiiiiiie e, 44

XL _CONCLUSION ..ttt nne s 47




O wWDN -

10

11

12

13

14

15

16

17

18

19

20

21

BEFORE THE PUBLIC UTILITY COMMISSION

OF OREGON
UG 288

In the Matter of )
AVISTA CORPORATION, dba AVISTA )
UTILITIES ) FINAL BRIEF OF AVISTA

) CORPORATION
Request for a General Rate Revision ;

)

COMES NOW, Avista Corporation (“Avista” or the “Company”) and respectfully
submits its Final Brief in the above-captioned matter, responding to the Reply Briefs of Staff,
NWIGU, and CUB. At the outset, the Company observes that its Post-Hearing Brief
systematically laid out the issues and marshalled the evidence of record in support of the
Company’s position. This Final Brief will not exhaustively reiterate this evidence; rather, it
provides an opportunity to step back and address the bigger questions at stake: concerning safety,
reliability, the investment in needed infrastructure in Oregon, prudent management of pension
assets, and whether the positions of the other parties will produce an “end result” that is
reasonable.

Avista appreciates the opportunity to present these issues directly to the Commission,
having not had the opportunity to do so by virtue of prior settlements; in this way, it can receive
guidance as it seeks to meet its obligation to provide safe, reliable and cost-effective service for
its customers in Oregon. As in the past, the Company is operating in good faith to meet its public
service obligations. At its core, this case is about the level of capital necessary to provide safe

and reliable service in Oregon, and the cost of that capital (i.e., ROE/Capital Structure).

FINAL BRIEF OF AVISTA CORPORATION -1
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I. STAFF’S RECOMMENDATIONS CONCERNING THE RECOVERY OF PLANT
INVESTMENT ARE WOEFULLY INADEQUATE

But for issues surrounding the timing of two capital projects (East Medford/Ladd
Canyon), this is not a case where the need for capital investment has been challenged in any
meaningful way by any party. That is to say, the only two projects, whose prudency was directly
challenged (East Medford/Ladd Canyon) were not challenged based on need, but only with
respect to whether they were implemented a year or two early.*

In its Reply Brief, Staff argues that it is “not persuaded by the evidence and testimony
submitted by Avista in support of its capital additions request of $47.6 million.”” This $47.6
million reflects $45.6 million of capital for 2015 plus an additional $2 million for customer
hookups for the first quarter of 2016, as noted by Staff.*> Contrary to the assertions of Staff, and
as will be discussed below, Avista has provided substantial support for the level of expenditures
for plant that will be in service well before the new rates go into effect. Indeed, even as of
September 30, 2015, the Company had already transferred to service approximately $27.3
million of the $47 million of rate base that it proposed, and is on track to transfer the remaining
amount before new rates go into effect.®

In its Reply Brief, Staff argues that its recommended use of a 7.75% growth rate (based
only on average capital additions for the period 2002-2013) should be used as a benchmark to
reduce recognized capital by approximately $30 million.” Staff employed a growth rate of
7.75%, based on a prior time period (2002-2013) that is arbitrary and simply not representative

of the Company’s current capital investment.

Staff withdrew its objections to capital investment in Project Compass. (See Staff Reply Brief at page 12).
Staff Reply Brief at page 12, lines 22-24.

1d. at Note 6, page 12.

Avista/1400, Schuh/4.

Staff Reply Brief at pages 12-13.

a b oW N e
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Staff’s approach is arbitrary and capricious on its face. Without any demonstration
whatsoever of imprudence, Staff arbitrarily removed or otherwise reduced plant additions
through the use of a cap or “target” of 7.75% for 2015 capital investment.® In so doing, Staff has

removed $30 million of net plant that will be providing service to Avista’s customers, without

any demonstration that this plant is not needed to provide safe and reliable service to the
Company’s customers.

A. Staff Does Not Support Its Positions With Credible Evidence.

How did Staff get to its position? By its own admission, it begins by using the cap of
7.75%, and then apparently works backwards to arrive at reductions to various plant accounts. In
the words of Staff Witness Moore, “Staff arrives at this adjustment of $30 million by setting a
target for growth of net utility plant of 7.75 percent, which equates to a rate base addition of
approximately $16.4 million.” (Emphasis added)’” The entirety of Staff’s testimony explaining
the calculation of this adjustment is confined to a single page (Staff/600, Moore/15), wherein
Staff Witness Moore mechanically applies the 7.75% “target,” in order to justify a net
$30,024,722 downward adjustment. That page is included as page 1 of Appendix A to this Final
Brief. Then, in a single sentence, Mr. Moore instructs the reader to “[p]lease refer to

8 \When one,

Exhibit Staff/606 Excel workpapers for the details of my recommended adjustment.
then, turns to that referenced workpaper (also attached as page 2 of Appendix A), one sees a
single page with arbitrary reductions to a dozen different plant categories, but with no

meaningful explanation of either why there was any reduction or how he arrived at such a

reduction. That, in a nutshell, is the full extent of the Staff’s case and that is not enough to justify

It arrived at this by examining historical net plant between 2002 and 2013 and computing an average net plant
increase during that time period of 7.75%. It then applied this to the Company’s 2014 AMA balance of $210.76
and determined that a limit or a cap of $16.33 million should be placed on net plant investment for 2015.
(Staff/600, Moore/15, line 12).

" Staff/600, Moore/15, lines 6-8).

8 |Id. at lines 14-15.

FINAL BRIEF OF AVISTA CORPORATION -3
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the removal of over $30 million of plant that is already in service in Oregon.® If the Commission
chooses to adopt Staff’s proposal, it will be doing so based on the lack of credible evidence that
would support findings of fact with respect to each of the disallowed capital projects.

To begin with, in Staff testimony addressing capital projects, concerns were expressed
with respect to only the following projects:

o Project Compass: (Staff/600, Moore/2, 5-6) (Staff/1300, Johnson) [$1.2M]

o Technology Refresh to Sustain Business Process (#5005): (Staff/600,

Moore/10-11) [$1.860M]

. COF HVAC Improvement (#7101): (Staff/600, Moore/11-12) [$955K]

. East Medford Reinforcement (#3203): (Staff/600, Moore/12-14) [$5M]

Project Compass is no longer an issue with Staff, as noted in their Reply Brief. The remaining
projects represent $7.8 million of the $47.6 million of capital projects included in the Company’s
case.

Staff then concludes its testimony with a simple reference to a one-page workpaper for
additional explanation: “Please refer to Exhibit Staff/606 Excel workpapers for the details of my
[Moore] recommended adjustment.”'® That workpaper is attached as page 2 of Appendix A.

Only a very cursory explanation is provided in the preamble to this workpaper. Let’s

examine that more carefully. The first sentence reads: Staff adjustments for programmatic capital

projects reflect an allowance for the yearly average of spending in 2010-2014.”*" But does it?
Page 3 of Appendix A highlights all the “programmatic capital projects” and demonstrates that in

13 cases (e.g., Transp. Equipment (#7000); Gas Distribution non-revenue (#3005); Overbuilt

°®  For example, when one examines his one-page workpaper, there is no explanation whatsoever for why Staff

Witness Moore removed $1,860,000 associated with 5005-Tech Refresh, or, for that matter, why he included
$157,000 but removed $313,000 for Enterprise Security System investment. The same question could be asked
of virtually every adjustment made by Staff in this regard.

19 Staff/600, Moore/15, lines 14-15.

' Staff Exhibit/606, Moore.

FINAL BRIEF OF AVISTA CORPORATION -4
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Pipe Replacement (#3006); Jackson Prairie Storage), Staff recommended no capital recovery
whatsoever.* (It did not even capture the yearly averages for 2010-2014 as represented.) In the
remaining 6 cases, Staff Witness Moore included only a portion of the capital with no apparent
rationale: For example, of the $3.477 million of capital associated with “Gas Replacement —
Streets and Highways” (#3003) he only allowed $1.5 million; for replacement of “Isolated Steel”
(#3007), he only allowed $200,000 out of $850,000 of investment. Staff provides nothing in the
record to support this."®

Turning to the second sentence of the preamble: “Adjustments for certain discrete

projects such as website redevelopment and campus restructuring reflect Staff questions

»14 (emphasis added) Those

regarding the prudence of the cost, as well as benefit to customers.
projects are highlighted on page 4 of Appendix A. There was no Staff testimony whatsoever that
even addressed Website Development (#5143) discussing “questions regarding the prudence of
the cost.”*®> The same holds true for Campus Re-Structuring (#7126 and #7131). And yet, Staff
removes all capital without any supporting testimony.

Finally, turning to page 5 of Appendix A, this page highlights what is presumably

referenced as “growth distribution projects” in the preamble to Staff/606, Moore:

“Growth distribution projects were disallowed absent a showing of need. The IRP
indicates relatively flat demand for the next few years, and forecast data in the

2 For example, Staff has arbitrarily removed $600,000 for the Bonanza Gate Station Move. (lbid) As explained in

the testimony of Company Witness Schuh (Avista/600, Schuh/19), Gas Transmission Northwest (“GTN”’) had
requested that Avista relocate the metering and odorizing equipment at the Bonanza Meter Station to a nearby
location. As explained by the Company, working with GTN to move this equipment will allow the Companies
to share the cost of this move equitably between the parties. (Avista/600, Schuh/19, lines 12-16) And yet, this
$600,000 adjustment was removed entirely by Staff Witness Moore, again without a word of explanation.
Similarly, he removed all of the capital maintenance associated with the Jackson Prairie Storage Facility,
without a word of explanation. (Staff Exhibit 606, Moore/4)

Mr. Moore’s Exhibit 602 containing budget transfers to plant for 2010-2014 doesn’t mathematically support it
either. For example, a five-year average of “budget” investment for “Isolated Steel — Replacement” shown in
Mr. Moore’s Exhibit 602 is mathematically derived as $633,265 — and yet he only allows $200,000. Staff’s
Exhibit 602/Moore is the only place in the record where transfers to plant are found — and even they are
“budget” not “actual”.

Y Staff Exhibit/606, Moore.

15 M

13

FINAL BRIEF OF AVISTA CORPORATION -5



N -

10

11

12

13

14

15

16

17

18

19

20

21

22

response to DR 193 shows a decrease in the number of customers from 2013-
2015

To begin with, Staff allows no distribution capital for 2016 (even though 2016 revenues
from new customer hookups are included in the 2016 test period. Equally as problematic is that
there is no explanation of how he arrived at his numbers for 2015 growth capital. For example,
of the Gas Revenue Growth (#1001) capital of $3.846 million, Staff Witness Moore only allowed
$500,000; of the Gas Meters Growth (#1050) capital of $658,000, he only allowed $85,000. He
provides no further explanation. Nor can those numbers be derived from any other numbers in
the record. (They are not based on a five year average of budgeted spending — 2010-2014, as is
obvious from even a cursory examination of his Staff Exhibit 602.)*®

At the end of the day, Staff’s numbers are not supported by the record. It should be
readily apparent that they simply worked backward from a $16.3 million allowance arrived at by
multiplying 7.75% times 2014 net plant.’” This resulted in the disallowance of $30 million of
capital, which they then arbitrarily spread across various capital projects in their one-page
workpaper.*® The Company — and indeed, this Commission — are left with no evidence to
examine in support of Staff’s arbitrary position. If Staff has a legitimate concern over prudence,
it should express its concerns in a way that the Company can respond to and that this
Commission can address. The Commission has not been provided with evidence sufficient to
allow it to understand how Staff Witness Moore cherry-picked among the adjustments and why
he chose to remove 27 projects entirely.

Remarkably, Staff asserts that the 7.75% “target for growth” is a “generous allowance” as

p— o

t represents a “historical average that is higher than the Company’s system-wide average

8 The only other explanation in the preamble of Staff Exhibit 606 is a reference to East Medford, and that is

discussed elsewhere in this Brief.
17" Staff/600, Moore/15, line 12.
8 Staff/606, Moore/4.

FINAL BRIEF OF AVISTA CORPORATION -6
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growth.”™ That curious statement warrants further examination. First of all, this Commission has
never established a prudency standard based on “system-wide average growth” for a multi-
jurisdictional utility. Nor does it use “system-wide average growth” across various jurisdictions
for determining reasonable operating expenses or revenues.

Moreover, its characterization of 7.75% as a “generous allowance” is equally remarkable.
As mentioned, this would allow the Company to only recover $16.33 million out of $47 million
of rate base that is in service; this effectively removes 55%, (or 27) of the projects that are
needed to run the day-to-day operations of the Company, as explained by Company Witness
Schuh.? As she explained, these projects include those needed to replace pipe, improve public
safety, relocate pipe that is experiencing encroachment issues and capital maintenance to the
Jackson Prairie Storage Facility, to name just a few. These were not even considered for
recovery.?

In its Brief, Staff argues, on the one hand, that there is “no ‘lumpiness’ to Avista’s capital
spending pattern, only a steady and dramatic increase in rate base over the last 10 years.”** In the
same paragraph, however, it acknowledges that “growth rates range from a level of 1.8% in 2004
to a high of 18.9% in 2008.”2 In point of fact, as Staff apparently recognizes, there is
“lumpiness” in capital spending, and that is to be expected; indeed, Staff even says it “agrees

with the ’lumpiness of investment’ principle in theory.”** But then, Staff takes issue with the

19 Staff Reply Brief at page 13.

0" Avista/1400, Schuh/4, lines 2-6.

21 M

22 staff Reply Brief at page 14, lines 11-12.
2 d. at lines 5-6.

% |d. at lines 4-5.

FINAL BRIEF OF AVISTA CORPORATION -7
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22% increase in 2015, believing it to be a dramatic departure from prior history” Even though it
is not altogether different than the nearly 19% increase noted by Staff in 2008.%°

Staff even acknowledges in its Brief that Project Compass, the Aldyl-A Pipe Placement
Program, the East Medford Project, and the Ladd Canyon Project alone comprise $21.2 million?’
— which is well above even the $16.3 million of capital allowed by Staff. Staff does not take
issue with Project Compass or Aldyl-A Pipe Replacement or Ladd Canyon; its concerns over the
timing of East Medford are otherwise addressed below. Therefore, even taking into account these
four projects alone, the level of recoverable capital investment exceeds Staff’s recommendation,
leaving nothing left for 29 other capital projects that were placed in service in 2015.%

To compound the problem, in removing other capital projects, it removed growth capital
projects for 2015, even though Staff has otherwise imputed revenues derived from that customer
growth for purposes of arriving at the 2016 revenue requirement.

Indeed, the “lumpiness” of 2015 capital expenditures is understandable, given the
combined effect of Project Compass, Aldyl-A and the completion of the Medford Reinforcement
and Ladd Canyon Projects. This was shown in Illustration No. 2 set forth in Avista’s Post-

Hearing Brief at page 14, which is reproduced yet again, below.

% |d. at page 14, lines 25-26.
26 M

T staff Reply Brief at page 14, lines 16-21.
% staff Reply Brief at page 14, lines 16-18.
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S
s
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¥ Compass B Aldyl A * M Ladd Canyon B East Medford M Base
* Represents Incremental Aldyl A transfers over 2014.
** Represents Staff’s allowance of $16.3M of capital.

Superimposed on the above bar chart is Staff’s recommended allowance of only $16.3M of
capital.

Next, in its Reply Brief, Staff makes the following curious assertion: “While Staff agrees
that Avista needs to invest in plant to ensure it provides safe and reliable service, Staff remains

very concerned with the Company’s dramatic increase in capital investment in the context of flat

customer growth and declining sales in gas volumes.” (Emphasis in original)®?® The true import
of that statement is troubling: Should the Company stop or scale back its investment in capital
projects designed to provide “safe and reliable service,” in the face of “flat customer growth?”
Of course not. And, to suggest such a thing, ignores the very foundation of the Company’s
obligation to provide safe and reliable service.

Staff then asserts that Avista “seems to think that it is enough to meet this burden [of

showing that investments are necessary and prudent] by merely asserting that the overall

2 staff Reply Brief at page 16, lines 19-21.
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spending is prudent.”*® That is not true; it has done much more. Avista has gone well beyond a
discussion of its overall level of spending. Nor is it true, as suggested by Staff, that the
Company’s documentation in support of its capital budget is “inadequate” or that these projects
were “not adequately supported.”®" The Company is faulted for not performing a “rigorous
evaluation of the projects” to assure that they will benefit customers.* We have already seen the
level of support provided by Staff to justify the disallowance of more than $30 million of capital
projects in service in 2015 — virtually none. (It consists of a single workpaper reproduced as
page 2 of Appendix A to this Brief.) The Company understands that it is incumbent upon it to
provide the documentation necessary to support the need for capital projects (and this it did
provide, as discussed below). But it is also incumbent upon Staff and Intervenors to examine the
evidence that was presented and specifically identify the imprudence of particular expenditures
and explain why. This was not done.®

B. Evidence Provided By the Company Was Substantial and Credible.

So let’s begin by examining what was provided in the record by the Company: The
Company began by specifically providing a description of each of the nearly 40 capital projects
included in the filing. (For ease of reference, these descriptions are contained within the
excerpted pages of Company Witness Schuh at pages 8-19 of Exhibit Avista/600; these pages are
included in Section 1 of Appendix B.)

Next, the Company provided, for the record, the Capital Program Business Case template
for each of these projects (also reproduced as Section 2 of Appendix B). Each of these Business

Cases provide a financial, strategic, business and program risk assessment. After describing each

% |d. at page 16, lines 23-24.

1 |d. at page 17, lines 7-20.

%2 Staff Reply Brief at page 17, lines 18-20.

% The only possible exception would be with respect to arguments by Staff and CUB over the timing of two
projects: East Medford and Ladd Canyon, neither of which were otherwise deemed imprudent per se.
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capital project, they identify the need, as well as the capital and O&M costs associated with the
project over time, all of which culminates in a “business risk score” which is used for purposes
of ranking and prioritizing these projects. Also, alternatives to moving ahead with the project are
addressed. It should be understood that these templates are designed to bring discipline and
consistency across the capital budgeting process, to allow for comparisons in the prioritization of
expenditures. It should be apparent, however, that behind each of these business cases is
supporting documentation, ranging from diagrams, spreadsheets, memoranda, discussion points
— all of which would be far too voluminous to burden the record with — unless necessary to
address specific concern raised by Staff or Intervenors. The Company, for its part, simply cannot
anticipate which of the nearly 40 capital projects the Staff or Intervenors may take issue with. It
serves no purpose to place every scrap of paper into the record until an issue has been raised with
respect to a particular project. The sensible approach taken by the Company is to provide a very
concrete description of each project in its filing, along with the Business Cases and then more
particularly respond to any questions that may arise in discovery. That, in the Company’s view,
represents a sensible approach.

In fact, this process has worked as intended. The two projects at issue (East Medford and
Ladd Canyon) make that very point. Both projects were described in the Company’s filing and
supported by Business Cases. Staff and Intervenors elected to conduct additional discovery (as
they should) to inquire further. This, they did do, through multiple data requests,** in response to
which Avista furnished voluminous information. In fact, the Company is always willing, on a
formal or informal basis, to respond to any questions Staff or Intervenors may have in a rate

case; it has always been more than willing to share information in that regard. Staff and

¥ See, e.q., CUB DR 33 (CUB/200, McGovern-Jenks); CUB OR’s 44-46 (CUB/205-207, McGovern-Jenks); Staff
OR’s 330-344 (Staff/1400, Gardner, pages 20-51).
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Intervenors have demonstrated that they know how to inquire further when necessary, as they did
so with East Medford and Ladd Canyon.

The easy response to all of this, of course, is to suggest that Staff and Intervenors should
not have to “drill down”; rather, it is the Company’s responsibility to come forward with
evidence. That is true, as far as it goes. However, the Company has brought forward evidence
and made a prima facie case with detailed descriptions of these projects and associated Business
Cases; the burden then shifts to those who would challenge them to raise issues of concern in
such a way that the Company will have a reasonable opportunity to respond. The application of
an arbitrary 7.75% “target” on allowable capital expenditures does not provide that reasonable
opportunity.

Moreover, one wonders if Staff would recommend the use of the same historical average
of 7.75% increase in spending to set rates if, in Avista’s next filing, the rate of expenditure
growth from year to year was less than that 7.75% historical average? Would Staff then
recommend recovery of a level of capital expenditure that exceeded the Company’s actual
increase in spending? The point being, Staff cannot have it both ways.

Staff also challenges the budget approval process used by the Company’s Capital
Planning Group (“CPG”).35 It argues that there “does not appear to be much scrutiny beyond the
Department level as to the necessity for the projects. If a Department asks for money for a
project that sounds reasonable, then, if the money is available, the project is approved.”*® Again,
Staff ignores the evidence. Company Witness Schuh described, in detail, Avista’s capital
budgeting process. As she explains:*’

The budget process starts with project sponsors submitting new and updated
business cases to the Financial Planning and Analysis (“FP&A”) group for the

% staff Reply Brief at page 18, lines 1-21.
% |d. at lines 8-10.
" Avista/600, Schuh/7-8.

FINAL BRIEF OF AVISTA CORPORATION - 12



QOWooO~NOoO Ok, WN -

-

[
[

[EY
N

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

upcoming five-year period. The business cases are reviewed by FP&A and then
included in the list of projects and programs to be considered for funding by the
Capital Planning Group (CPG). The CPG is a group of directors that represent all
capital intensive areas of the Company. The CPG meets to review the submitted
Business Cases and prioritize funding to conform to the capital budget limits set
by senior management. After approval from senior management, the capital
budget is sent to the Board of Directors for its approval of the capital budget
amount for the five-year period. The CPG meets monthly to review the status of
the capital projects and programs, and to approve or decline new business cases as

well as monitor the overall capital budget.

In this process, however, it is erroneous to suggest that all capital projects are approved.

Quite the contrary. As explained by Company Witness Schuh, in recent years there have been

several projects that have not been funded due to limited capital budget dollars, demonstrating

that the Company exercises discipline in the budgeting process. Below is a table excerpted from

Ms. Schuh’s testimony showing the funded and unfunded requests each year: *®

Table No. 1 — Capital Investment and Capital Requests (in Millions)

Year
2011
2012
2013
2014

Total

Funded Unfunded

Requests Requests Requests

$291
$269
$320
$386

$230 $61
$250 $19
$266 $54
$331 $55

Accordingly, this is a robust process in which capital projects are prioritized and many are

delayed so that higher priority projects can be completed, based on competing Business Cases.

Elsewhere, Staff argues that Oregon ratepayers “have been paying for more than their

share of total rate base growth.”®® On its face, that is a troubling assertion for what it seems to

suggest. Staff appears to be inferring that, if a disproportionate share of investment occurs in

Oregon, Oregon ratepayers are somehow paying more than what they should. Such a statement

3 Avista/1400, Schuh/13.
39
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doesn’t even begin to ask the question of why the investment is being made in Oregon vis-a-vis
other jurisdictions, or whether it is needed for safety and reliability. Simply put, the Company
doesn’t divvy up its capital budget based on a pro rata share for each jurisdiction; to do so would
ignore the specific needs of each jurisdiction. As it happens, in 2015, plant additions were
required in the State of Oregon that were needed that exceeded the average historical spending —
but for good reason.

The Commission should expect the Company to individually assess the needs of each
jurisdiction and allocate capital accordingly. To do otherwise would be imprudent. The Capital
Planning Group does just that, and prioritizes projects based on where needs are greatest. And it

does not simply approve each project. As shown in the excerpted table above, in both 2013 and

2015, approximately $55 million of project requests were not “funded” as part of the
prioritization undertaken by the Capital Planning Group. Simply put, the demand for capital
spending outstrips the funding.

Finally, Staff and Intervenors have consistently invoked the “used and useful” principle
in order to prevent, in this case, the recovery of capital going into service after the effective date
of rates in 2016, even though that is the rate year and even though the Company is otherwise
required to proform in the revenues derived for that period, thus creating a mismatch. But that is
not what this case is about; rather, the implications of Staff’s position are even more troubling:
Staff would not allow the Company to recover even the capital investment for projects that will
be in service in 2015 (only allowing $16 million out of $45 million). It does so without any
demonstration on its part that the expenditures were imprudent.“’ This only serves to compound

Avista’s under-recovery problem. And yet, Staff and CUB criticize the Company for constantly

0 That is with the possible exception of the East Medford Reinforcement, but that only goes to timing and not

need.
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filing for rate relief; meanwhile, the Company is yet to catch up on the recovery of capital

already deployed.

II. STAFF’S SUGGESTION TO DISALLOW THE EAST MEDFORD
REINFORCEMENT PROJECT IGNORES RELIABILITY CONCERNS

Staff, for its part, does not disagree with the prudence of the East Medford Reinforcement
Project — only its timing. It believes it is not cost-beneficial to ratepayers “at this point in time.”**
In its Brief, it goes on to question the “urgency to place the project into service by March,
2016.”* And, in doing so, it rests its argument almost entirely upon whether the acceleration of
the project is consistent with Avista’s 2014 Integrated Resource Plan (“IRP”).* In the process,
however, Staff would have this Commission ignore real and substantial reliability concerns
affecting approximately 9,500 customers in East Medford.

Again, by way of context, the East Medford Project is a multi-year project to install a 12
inch steel gas main in order to complete a supply main loop around the City of Medford, to
improve both capacity and reliability. This Commission has previously approved, in rates, costs
associated with earlier phases, first addressing this issue in Avista’s 2007 general rate case (UG-
181). The last phase represents the portion of the project that is currently under construction and
is contested by Staff.

As mentioned, Staff primarily takes issue with the apparent inconsistency of the timing
with the Company’s previous IRP. The 2014 IRP, itself, however, recognizes that changed
circumstances will need to be addressed. Its language, not surprisingly, notes that:

. . . other factors [that] may drive completion of the project including reliability

needs, flexibility of natural gas supply management and optimizing synergies of
other construction projects to reduce project costs. Avista will continue to

L Staff’s Reply Brief at pages 20-21.
42 M
43 M
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evaluate forecasts and assess the most appropriate timing for completion of this
[East Medford] project.**

The IRP goes on to note that the projects contain “preliminary estimates of timing and costs of
major reinforcement solutions,” and that “the scope and needs of these projects generally evolves
with new information requiring ongoing reassessment.” ** In fact, the IRP stresses that “actual
solutions may differ due to differences in actual growth patterns and/or construction conditions
from the initial assessment.” *® This is what any IRP should recognize: that circumstances may
change and that it is not designed as a “straightjacket” for future planning purposes. Staff appears
to be holding the Company to its previous IRP, even though circumstances have changed, putting
customers at risk if not addressed. That was never the intent of the IRP process. Indeed, it is
almost as if Staff has created a “per se” rule against the prudency of a project if it is not
otherwise included in an IRP. (Certainly, the converse has never been true, where the
Commission had deemed prudent per se anything that is included in the IRP.)

Staff, however, questions, in its Reply Brief, the “urgency to place the project into service
by March, 2016.”*" It does so even at the risk of placing 9,500 customers at risk for an outage on
a design heating degree day in East Medford. Here again, the position of Staff is quite
remarkable, given the first and foremost obligation of a utility to provide safe and reliable

service. It is more often the case that a utility is questioned for not doing enough to “assure

reliable service.” Here, the Company has brought forth documented concerns, based on sound
engineering, questioning whether firm service can be provided to 9,500 residential customers
under design-day weather conditions at this time (not in 2018). The sworn testimony of

Company Witness Webb, as Avista’s chief Gas Engineer, emphasizes these concerns. He

*“ Avista/1500, Webb/8, lines 5-9.
“*|d. at page 8, lines 16-20.

46 M

7 Staff Reply Brief at page 20, line 15.
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explained that the Medford Distribution System was incorrectly modeled for delivery of gas
from Northwest Pipeline, and that correcting for this resulted in the reprioritization of East
Medford as a “priority one” project given revised modeling conditions. This revealed “many
more customers to be at risk of loss of service on a design degree day.”*

As noted, this became a “priority one” project, superseding other requests for capital
elsewhere in the Company’s system. It is to be remembered that, as explained above, the
Company has “unfunded requests” for capital that are not being met and there is no reason for
the Company to prematurely spend on projects that are not needed at this time. East Medford,
however, is needed at this time.

Staff apparently has no difficulty in arguing that the “Cold Weather Action Plan”
(“CWAP”) is good enough for the time being.*® Staff does so, even though it acknowledges in its
Brief that it is a “back-up plan and should not be relied upon as an ongoing way of serving
customers.” Staff is almost cavalier in suggesting that design Heating Degree Days (“HDD”)
are “rarely reached” and that the Company can use its CWAP in that event.>* In planning for
reliability, that does not represent prudent practice. The Company questions whether the
Commission would want us to operate our system on that basis, even though Staff and
Intervenors seem unconcerned. Stated differently, if the Company had to curtail 9,500 residential
customers, the Commission would — and certainly should — question why this happened and what

actions could have been taken earlier to avoid this. The Company does not want to be placed in

that position.

8 Avista/1500, Webb/11-12.

* Staff Reply Brief at page 21, lines 19 —22.
% |Id. at lines 19-22.

L |d. at page 22, lines 6-10.
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Finally, Staff suggests that this project may not be completed until after new rates go into
effect in this case and perhaps not until the “end of the 2015-2016 heating season.”** Avista
explained in Exhibit Avista/2004, that it still plans to complete the project prior to March 1,
2016, and still believes this to be true, given recent progress.>® Avista, however, before the
Commission issues its decision, will advise the Commission of the actual completion date of the

project and will provide an Officer’s Certificate attesting to that date.

II1. CUB/NWIGU RECOMMENDATION TO REMOVE THE LADD CANYON
PROJECT FROM RATES IGNORES RELIABILITY CONCERNS

While CUB and NWIGU join with Commission Staff in making the same arguments with
respect to East Medford on Brief, only CUB and NWIGU proffered testimony specifically
addressing the Ladd Canyon project. In their Brief, CUB and NWIGU continued to question the
timing of the project and its impact on “reliability and customer rates.”* They assert that the
Company failed to provide evidence on the “likelihood or impact of disruptions based on its
historical experience, nor does it evaluate any reliability concerns, in light of the range of options
available under its Cold Weather Action Plan.”® Although conceding that the project might be
needed in the future, they take issue with the timing of this project.”® Nowhere, however, do
CUB and NWIGU point to evidence of record controverting the testimony of Company Witness
Webb who testified that the current capacity of the Company’s Gate Station today is a limiting
factor on the Company’s ability to serve customers in the Ladd Canyon/Union area on a design

57 /58

heating degree day. Reliability concerns were directly addressed by the Company in this

%2 |d. at page 22, lines 11-18.

% Avista’s most recent estimate for completion is February 22, 2016.
> CUB/NWIGU Reply Brief at page 17, lines 16-19.

% |d. at page 17, lines 18-21.

% CUB/100, McGovern-Jenks/16, lines 7-11.

> Avista/1500, Webb/19, lines 3-9.
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case. The evidence demonstrates that the peak load requirements on this Gate Station on a design
heating degree day are 40.9 mcf, while the capacity of the Gate Station is only 37.2 mcf,
translating into a “clear capacity deficit, as the peak load requirement on a design heating degree
day exceeds the capacity of the legacy station.”® Accordingly, the fact remains that the majority
of the 750 customers in the town of Union are at risk of loss of service in the event of an
extended cold period approaching a design heating degree day because of the physical capacity
shortfall of the old Gate Station, as explained by Company Witness Webb.*

Here again, the argument for simply using the Cold Weather Action Plan is made, this
time in reference to Ladd Canyon.®® For the same reasons explained in connection with East
Medford, the Cold Weather Action Plan is not the way to do business on a sustained basis. The
Company asks more of its Gas Engineering Department than that.

Lastly, CUB/NWIGU argue that the Company failed to consider the “use of
interruptibility or increased demand-side measures to improve reliability and system resiliency,”
as an alternative to this project.®? Interruptibility will simply not work to solve this problem.
Company Witness Webb explained that the load studies performed to model the Company’s gas
distribution system on a design day only consider firm load; it therefore assumes that all

interruptible customers have already been interrupted.®®

Auvista takes seriously its public service obligation to provide safe and reliable service,
whether it is to the 9,500 customers in East Medford or the 750 customers in Union (Ladd

Canyon).

% As previously noted, a design heating degree day has occurred as recently as 2013 in the Company’s Oregon

service territories. (Avista/1500, Webb/19, lines 3-9)
" Avista/1500, Webb/19, lines 11-14.
%0 Avista/1500, Webb/19, lines 18-21.
1 NWIGU/CUB Reply Brief at pages 17-18.
%2 NWIGU/CUB Reply Brief at page 18, lines 1-5.
8 Avista/1500, Webb/20, lines 3-9.
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IV. STAFF IS NO LONGER CHALLENGING THE INVESTMENT IN PROJECT
COMPASS

On Brief, Staff appropriately acknowledged the January 6, 2016, Order of the
Washington Utilities & Transportation Commission (“WUTC”) resolving Avista’s current rate
filing in Washington, in which the Commission rejected its Staff’s recommendation to disallow a
portion of capital costs relating to the Company’s Project Compass, as well as rejecting Staff’s

recommendation to disallow Company bonuses relating to the Project. (See WUTC v. Avista

Corp., Order 05, Dockets UE-150204 and UG-150205 (issued January 6, 2016).)** Because
Oregon Staff’s recommendations were based on the same matters that concerned the WUTC
Staff, and in light of the Washington Commission’s analysis of the issue, Staff withdrew its
recommendation concerning a partial disallowance of capital costs associated with the Project.

Staff, however, while it withdraws its recommendation to disallow 100% of Project
Compass bonuses, still recommends that the Commission disallow 50% of these bonuses “per its
usual standard.”® It is not appropriate for Staff to reflexively invoke a “50% rule” relating to
bonuses without understanding or addressing the reason such bonuses were paid. Those reasons
were specifically addressed and discussed by the Washington Commission, when it approved
100% recovery of the bonuses. According to the Commission:

Finally, we do not agree with Staff’s assertion that the bonuses paid to the Avista

staff actively involved in managing Project Compass were imprudent, and should

therefore be disallowed. Instead, we agreed with the Company that such bonuses

were properly determined and reviewed internally, were based on objective and

measureable benchmarks, and were appropriately given to ensure continuity for

key employees to ensure efficient final completion for an IT project of this
magnitude.

% staff Reply Brief at pages 11-12.
% staff Reply Brief at page 12, lines 15-17.
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(Order, supra, at page 62, §173) Other than relying on the discredited testimony of Washington

Staff Witness Gomez, Staff in this case presented no independent testimony concerning bonuses.

V. STAFF HAS NOT DEMONSTRATED THAT THE “DE-RISKING” OF AVISTA’S
PENSION INVESTMENT PORTFOLIO IS IMPRUDENT

Staff proposes to reduce the Company’s pension expense by $199,000, in order to reflect
the difference between using a 7.31% Expected Return On Assets (“EROA”) and the 5.3%
EROA utilized by the Company.®®/*" In its Reply Brief, Staff begins by announcing that it is “not
generally opposed to a company employing a ‘derisking’ or LBI strategy . . ..”®® Instead, “Staff
questions Avista’s specific investment decisions made under it in this case.” Staff then simply
examines the expected rate of return on assets for Oregon jurisdictional utilities in 2013 and
2014 and arrives at an average of 7.31% as the appropriate benchmark.®®

Staff’s Reply Brief makes it clear that its analysis was predicated on an examination of
just two factors: (1) a comparison of “past returns [Avista] has earned on its pension assets, and
(2) a comparison of the “EROA achieved by other regulated utilities in Oregon.””® That is the
extent of the analysis. And it pales in comparison to the disciplined analysis performed by
Avista’s independent expert advisors over the past several years.

The question is: How much risk exposure to market fluctuations in its pension portfolio
should the Company run, given its fixed obligations in the future to meet its pension

requirements? The answer to that question is not perfectly known or easily arrived at.”* To arrive

% Staff/800, Bahr/11-12.

 In its Reply Brief, Staff adjusts downward its proposed disallowance of pension expense from $348,000 to
$199,000. (See Staff Reply Brief at page 23, lines 24-26)

%8  Staff Reply Brief at page 24, lines 5-7.

* Staff/800, Bahr/6.

0 Staff Reply Brief at page 24, lines 16-17.

™ Whether in the context of “de-risking” the Company’s delivery of firm gas service to its residential customers
through the East Medford/Ladd Canyon Projects, or “de-risking” the Company’s exposure to market
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at the right mixture of investments in its pension portfolio, the Board of Directors of Avista has a
fiduciary obligation to give the matter careful consideration and, in the process, seek out expert,
independent advice. This they have done, proceeding in a careful, methodical and disciplined
manner over time. Indeed, as early as 2010, the Finance Committee of the Board of Directors
determined to implement Liability-Driven Investing (“LDI”) “conservatively at first,” given the

.72 The Board continued to monitor the investment

funded status was still at a relatively low leve
portfolio with the advice of outside experts including Verus (then Wurts & Associates), the
actuary TowersWatson and the asset manager PIMCO, in order to assess the impact of
alternative asset allocation policies on funded status volatility, pension expense and contributions
over time. Again, in May of 2014, the Finance Committee evaluated the sensitivity of the plans
funded status to both interest rate movements and equity market volatility. This analysis
conducted by Verus contained a recommendation that included a movement to a 58% proportion
of fixed income investments; this was deemed to be the “optimal portfolio, as it achieved the
greatest minimization of funded status volatility and the resulting contributions and pension
expense remained consistent with near-term expectations,” as explained by Ms. Heier, the
President, Chief Operating Officer and Senior Consultant of Verus Advisory, Inc.”

This careful analysis should be contrasted with Staff’s position, which as noted above, is
based almost exclusively on a rough comparison with EROAs of other jurisdictional utilities. It

is backed by no other independent analysis. And that is fine — as far as it goes. It is sufficient to

raise the question of whether Avista’s “de-risking” strategy is appropriate. But it is not sufficient

fluctuations in its pension investments, it is somewhat unusual for Staff to be arguing for a more aggressive
position than the Company — one that is designed to safeguard the interests of its customers and employees.
Liability-Driven Investing (“LDI”), is an asset management approach in which the assets are invested in a
manner such that the investment return patterns — cash flow yield and/or capital gains - are similar to the
patterns of the liabilities. To the extent that these investment return and liability patterns are closely aligned,
when external events such as interest rate fluctuations or equity market swings occur, the assets and liabilities
would move in a similar direction and magnitude. [Emphasis added] (Avista/1300, Heier/6, lines 2-7)

™ Avista/1300, Heier/15, lines 4-6.

72
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to answer that question. Through the testimony of Company Witnesses Thies and Heier, the
record contains substantial evidence in support of the Company’s position.”* The question then
becomes: Did the Company give careful consideration to its investment strategy and employ
expert guidance in the process to meet its fiduciary obligations? This it did, and it has easily
satisfied its “prima facie” case.

Nor will it do to suggest that one should look to “past returns” as a benchmark.” In this
regard, Staff Witness Bahr looked to prior double-digit earned returns on the Company’s pension
assets for the period 2012 through 2014.° It is unrealistic, however, to expect double-digit
returns to continue into the future. The Company’s expected return looks forward over a 10 year
horizon, and its expected 5.3% return on assets for 2015 is supported by independent market
outlook analysis and methodologies and the specific circumstances directly related to Avista’s
pension plan regarding factors such as the funded status, and the fact that the plan is now closed
to new, non-union employees.

In its Reply Brief, the Staff minimizes the importance of a “de-risking strategy,” citing,
among other reasons, “precedent of the federal government stepping in to assist companies

during recent market crises.””’

Avista’s Board of Directors does not satisfy its fiduciary
obligation by simply assuming the government will step in to assist if things go wrong. And the
risk is real. Avista’s pension expense tripled from 2000 to 2001 as a result of the equity market
decline experienced in that single year. Similar results were experienced in 2009 with pension

expense doubling year over year as the result of the 2008 mortgage crisis.”® As pointed out by

Ms. Heier, “this impact on expense was a detriment to shareholders and customers of Avista, and

™ Avista/1300, Heier; Avista/1100, Thies.
> Staff’s Reply Brief at page 24, line 16.

6 staff/800, Bahr/11, lines 10-12.

" staff Reply Brief at page 24, lines 24-26.
8 Avista/1300, Heier/10, lines 11-17.
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such low-funded levels increase this risk to beneficiaries.”® Experiences such as these prompted
the Finance Committee to seek additional strategies to mitigate such wild swings in funded status
and pension expense.®

In conclusion, even though “Staff questions Avista’s specific investment decisions made
under it in this case”,* it is the prerogative of the Company’s management to devise a careful,
prudent investment strategy to protect its pension obligations. Judgment is, of course, required —
and it must be informed judgment, relying, as necessary, on expert advice. That has been
demonstrated in this case. Likewise, it is the prerogative of Staff, Intervenors and the
Commission to ask whether the Company has exercised reasonable judgment in that regard. That
has also been demonstrated.

The tougher question for the Company to have to answer would be, “Why did it ignore

the advice of its expert advisors and fail to ‘de-risk’ its investment strategy?” In this case, that is

not a question the Company need answer.

VI. STAFF ARBITRARILY REDUCES MEDICAL BENEFITS

In its Reply Brief, while acknowledging that “medical benefits are only one portion of a
compensation package,” Staff nevertheless argues for the use of an 82/18 sharing ratio (i.e.,
employees pay 18% of premium costs) instead of Avista’s 90/10 proposed sharing, and continues
to argue for the approach it used to escalate health care costs to forecast the 2016 costs.®

First of all, the basis for Staff’s recommendation for an 82/18 sharing ratio is from a
Kaiser Family Foundation “Employer Health Benefits 2014 Summary of Findings,” which is not

specific to any geographic location and lacks pertinent information for the utility industry, and

® Ibi

80 m

8 staff Reply Brief at page 24, lines 6-7.
8 Staff’s Reply Brief at page 23, lines 18-21.

o

o
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more specifically for those companies with which the Company competes.®® The report, itself,
acknowledges considerable variations among firms with respect to the share of premiums
contributed by workers.* What Staff ignores, even if one were to rely upon this report, is that, if
the Company were to change the premium-sharing component as proposed by Staff, other
elements of compensation would likewise need to be adjusted (e.g., co-pays, out-of-pocket
minimums, etc.) in order to maintain the overall salary and benefit package that is competitive
with that offered by other utilities.®> One cannot simply extract one element of the medical
benefit package and view it in isolation, as does Staff.%®

The second portion of Staff’s adjustment relies purely on historical information using a
2011-2014 trend analysis. This, however, does not capture information on known changes
occurring within the healthcare industry, including healthcare reform. Far better information is
derived from the Company’s independent compensation consultant, Mercer, which takes into
consideration factors such as claims experience, the medical trend, member demographics,

geographical location and the impact of healthcare reform.®’/%

VII. STAFF IGNORES THE CUSTOMER BENEFITS OF BONUS INCENTIVES

In its Brief, Staff characterizes the “key question” to be whether the Commission

considers metrics like Operation and Maintenance (“O&M”) costs per customer to be benefits

8 Avista/1000, Smith/page 14, line 12 — page 15, line 12.

84 Ibid.

85 M

%  The various components within the Company’s medical plan (co-pays, deductibles, premium sharing, etc.) are
carefully weighed in order to maintain an appropriate level of medical benefits relative to the overall benefit
package and ultimately the overall compensation package, as testified to by Company Witness Smith.
(Avista/1000, Smith/15, lines 21-23) Medical benefits, in turn, are combined with other benefits and
benchmarked against the peer group with similar revenues and industry characteristics. This study, the
BENVAL Study, is performed by an independent consultant, TowersWatson, on a bi-annual basis. (1bid.)

¥ Avista/1000, Smith/17, lines 6-15.

% Ironically, Staff Witness Bahr supported the use of a 90/10 premium sharing for union employees, while
otherwise suggesting an 82/18 sharing for non-union employees, offering no reasonable basis for that
distinction.
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derived by ratepayers or shareholders.?® Then Staff goes on to assert that the O&M cost per
customer metric is a “financial” metric because it somehow affects Company earnings. Based on
such an expanded view of a “financial” metric, virtually any activity of employees will directly
or indirectly affect the financial performance of the Company — either through increasing
revenues or decreasing Costs.

The Company’s incentive plan costs that are included in this case are based entirely on
metrics relating to ratepayers (O&M cost-per-customer, satisfaction, reliability and response

time).%/%*

The O&M cost-per-customer metric relates directly to customers (not shareholders); it
emphasizes cost containment or reduction of O&M costs which serves to reduce the upward
pressure on rates. An employee should be properly incentivized to control those costs. That is
something that all parties should want to encourage. This pay-at-risk is part of overall

compensation. If you reduce incentive pay, then one needs to increase base pay.*

VIII. NWIGU/CUB’S PROPOSED ADJUSTMENT TO REFLECT BONUS
DEPRECIATION

NWIGU/CUB propose an adjustment to reduce rate base and revenue requirement related
to bonus depreciation and the associated Accumulated Deferred Federal Income Tax (“ADFIT”).
Accordingly, NWIGU/CUB proposed to remove $7.541 million of rate base, thereby reducing
the Company’s filed revenue requirement by approximately $805,000.” On January 19, 20186,
all parties to this Docket entered into and filed a “Second Partial Settlement Stipulation™ that

resolves this issue among themselves. As provided in Section 4 of this Stipulation:

8 Staff Reply Brief at page 22, lines 22-23.

% Avista/1000, Smith/13, lines 12-16.

8 To be clear, the Company has already removed officer incentives based on Officer Short-Term Incentive Plan,
which are premised on earnings-per-share targets. Likewise, the costs associated with long-term officer
incentives are based on financial metrics (performance shares), have also been removed from this case and are
borne by shareholders. (Avista/1000, Smith/13, lines 12-16)

%2 Avista/500, Smith/24, lines 12-13.

% NWIGU-CUB/100, Gorman/66-67.
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The Parties agree to reduce the revenue requirement by $675,000, instead of $294,000, to
factor in the benefits of 2015 bonus depreciation and its impact on accumulated deferred
federal income taxes (ADFIT). As a result, the Company’s proposed revenue
requirement is now $6,066,000. This adjustment results from an additional reduction to
rate base related to ADFIT. This adjustment is based on the level of capital additions for
2015 that were pro formed in the Company’s original filing of approximately $43
million. If the Commission approves 2015 capital additions less than the amount pro
formed by the Company, $675,000 reduction to revenue requirement should be reduced
by a pro rata amount.

As noted above, the Company’s proposed revenue requirement has been revised to

$6,066,000 to reflect this agreement.

IX. CUB’S CRITICISMS OF THE LRIC STUDIES OF THE COMPANY, STAFF AND
NWIGU ARE MISPLACED

CUB begins its Reply Brief with the assertion that the Company’s LRIC Study is
“fundamentally flawed, and is unsupported by sound analysis and policy.”®* It lodges the same
criticisms against the recommendations of Staff and NWIGU.* By way of context, the Company
has prepared its study in the same general manner as it did in its last three general rate cases
(UG-246, UG-284 and UG-288).° As shown in the illustration appearing in Avista’s Post-
Hearing Brief (page 66), each of those prior margin-to-cost ratios have shown the same
consistent relationship over Avista’s last three general rate cases. For its part, Staff Witness
Compton acknowledged that “over the years Avista Utilities (“Avista” or “Company”) practices
relating to my areas of responsibility [cost of service] have evolved in a mutually acceptable
manner — being influenced by various parties, including Staff. In that regard, Staff has no issue

with the general costing and rate spread approaches taken by the Company in this case.””’

% CUB Reply Brief at page 2, lines 11-15.
95 M

% Avista/1800, Miller/3, line 4 — 4, line 3.
" Staff/1300, Compton/2, lines 7-11.
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CUB argues, however, that there is really “only one LRIC on record in this case,” arguing
that neither Staff nor NWIGU presented such an analysis. Again, that is not true. Staff, through
Mr. Compton, has provided a study that appears in Exhibit Staff/1302, and Mr. Collins, on behalf
of NWIGU, has prepared a similar study that appears in Exhibit NWIGU/102. Both Staff and
NWIGU, of course, rely out of necessity on the same raw data used by Avista (indeed, where
else would they find it?), but perform their own LRIC analysis. CUB has not prepared an LRIC
analysis similar to that performed by Staff or NWIGU — or any analysis for that matter. If they
have, where are the results in the record? In the end, the LRIC results of studies performed by
Avista, Staff and NWIGU all produce similar results and justify their use as a “guide” in
spreading the revenue requirement.

CUB persists in arguing, on Brief, that the capital spending driving this rate case is
largely driven by “large customer load growth, rather than residential customers.”®® It simply
refers to the “relatively flat” growth for small-usage customers, arguing that the “number of
industrial customers and usage has been trending up.”® While that may be true to some extent, it
presents no evidence to counter the fact that only 14% of rate base growth is due to gas
distribution growth plant, while the remaining 86% of new capital investment is related to
reinforcements, safety, pipe replacement, mandated work, storage, general plant, and Project
Compass.'® The fact remains that the primary drivers of customer growth from 2014 to 2016 are
new residential (Schedule 410) and small commercial (Schedule 420) customer hookups.*™
Accordingly, CUB’s assertion that “the Company’s focus on the growth in the number of

customers, rather than the usage of those customers, is problematic,” misses the point. It is the

% CUB Reply Brief at page 3, lines 16-18.
% |d. at page 4, lines 1-3.

100 Avista/1800, Miller/9, lines 13-16.

19 |d. at page 10, lines 1-12.
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growth in the number of residential and small commercial customers that is driving the 14% of
rate base growth related to gas distribution plant.*®?

On Brief, CUB reiterated its position that the Company’s LRIC Study “exaggerates the
useful life of investments made for industrial customers when compared to other customer

classes.”® As previously noted, the Company tested this assertion and arbitrarily reduced the

useful life of its assets by 50% for the Company’s large rate schedules, in order to determine

what the effect would be on its LRIC Study results; even then, the LRIC would support the
Company’s rate spread proposal.lo4

CUB tries to make its point by citing to the single example of Ladd Canyon Project,
arguing that it was constructed for the purpose of satisfying the interruptible requirements of
Mainline Paving.'® It then asserts that “residential customers are being asked to pay, for a period
of 36 years, a large portion of a capital project driven by the temporary demand of one non-
residential customer that was otherwise unnecessary in the test year.”'°® As discussed in the
previous section of this Final Brief, the Company has already explained why the Ladd Canyon
Project is necessary to avoid the service interruption to 750 customers in Union under present
circumstances — and customers should pay for those costs as part of this rate case.'”’

Next, CUB argues that the Company’s LRIC Study does not reflect an accurately-sized
System.108 Even though CUB acknowledges that the LRIC is “simply a tool used to inform rate

spread and rate design” (something with which the Company agrees), CUB continues to assert

102" CUB Reply Brief at page 4.

103 CUB Reply Brief at page 5, lines 2-4.

1% Avista/1800, Miller/15, lines 10-12.

15 CUB Reply Brief at pages 5-6.

106 CUB Reply Brief at page 6, lines 8-10.

107 CUB also erroneously asserts that the Company’s LRIC gives all equipment a useful life of 36 years, regardless
of the customer class it serves. (CUB Reply Brief at page 6) This is not true. As shown in Mr. Miller’s exhibit
(AVISTA/800, Miller/2), the different equipment is given different useful lives, in accordance with its costing
study.

108 CUB Reply Brief at pages 6-7.
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that it should examine cost causality on a “theoretical marginal system,” so that proper price
signals can be set.'® CUB, itself, in its own testimony acknowledges that “this line of inquiry
[use of hypothetical system] may be dismissed as irrelevant because the Company cannot
feasibly scratch the entire system and start anew.”*'° CUB is correct in that regard.

CUB asserts that a “proper LRIC or marginal cost study is more than simply an
examination of the cost of replacing the exact embedded system in today’s dollars.”*** In fact,
Avista’s LRIC is “forward-looking,” as is Staff and NWIGU’s, in that it updates costing
information to re-price facilities based on current costs. It does, in fact, reflect the kind of pipe
the Company would install today.

While CUB describes what it characterizes as a Commission “policy” that precludes any
customer class from receiving a rate reduction in the face of an overall increase in revenue
requirement, this Commission has most recently indicated that it would entertain evidence — if it
is compelling — that would warrant more immediate action to address the issue.'*? That
“compelling evidence” does exist in this case, and is in the form of three LRIC studies pointing
to the same misalignment among the classes. And that misalignment of the margin-to-cost ratios

has continued to worsen over the last three rate cases. CUB does not address, in its Reply Brief

(because it is so dismissive of all the LRIC studies) the fact that the margin-to-cost ratios for all

of the service schedules have continued to move further away from unity over the Company’s

last three general rate cases.'*®
Interestingly enough, CUB attempts to defend the 98% margin-to-cost ratio for the

residential customer class by suggesting it is within a reasonable bandwidth of unity: “The

109 CUB Reply Brief at page 7.

19 CUB/100, McGovern-Jenks/23, lines 3-4.
11 CUB Reply Brief at page 8.

12 Order No. 15-054, page 5.

13 Avista/1900, Ehrbar/4, lines 14-19.
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purpose of the LRIC Study is not to be precise — if a customer class is at 98%, 99% or 102% of
marginal cost, that customer class is within a reasonable range of covering its cost of service.”***
The fact remains that the margin-to-cost ratios for four of the six rate schedules (including the
Transportation Service Schedule 456) range from 147% to 178% — well above the 102% top end
of this presumed bandwidth.

Because the proposed increase in revenue requirement of $6.4 million is relatively
modest compared to more recent requests, this presents an opportunity to begin to make some
movement toward realignment with cost-of-service, without unduly prejudicing any class. The
Company fully appreciates that cost-of-service is not an exact science, and is only to be used as a
“guide” in designing rates. Clearly, however, the studies presented in this case tell the same
story: the classes are substantially out of alignment with cost-of-service and are becoming more
SO over time.

Finally, CUB’s proposal that no customer should receive more than three times the
increase of any other class (i.e., a 3-to-1 ratio) will lead to perverse results.*® The effect of such
a proposal would actually move Schedule 456 (Transportation) from 1.66 to 1.74 on a relative
margin-to-cost ratio — even further away from unity, and the overall margin increase for
Schedule 456 (Transportation) would be an increase of $739,000 or 21.8%, versus a margin
reduction of $231,000, or 7% as proposed by Avista. That is moving in precisely the opposite
direction and is inconsistent with the three independent LRIC studies filed in this case.''®

Moreover, CUB suggests that “for transportation customers, this should be done after imputing

14 CUB Reply Brief at page 10, lines 3-5.
1> CUB Reply Brief at pages 13-14.
1% Avista/1900, Ehrbar/13, lines 1-7.
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Avista’s commodity costs.”**” That makes little sense, inasmuch as all LRIC studies are done on
a margin basis — and do not include gas costs.

In closing, one of the benefits derived from litigating this case and presenting it to the
Commission, is to have the Commission finally decide on the appropriate rate spread, rather than
perpetuate what is the continuing misalignment of rates with cost-of-service. There is sufficient

and compelling evidence in this record for a decision at this time.

X. THE PROPOSED COST OF CAPITAL RECOMMENDATIONS OF THE PARTIES
DO NOT PRODUCE A REASONABLE END RESULT

A. Staff’s Position Ignores Regulatory Standards In Favor of Technical Argument.

The task of the Commission in this proceeding is to fix an ROE that conforms to the
economic and legal standards embodied in the Hope® and Bluefield"'® decisions of the U.S.
Supreme Court. As these decisions instruct, it is the result reached, not the method used, that
determines whether an ROE is just and reasonable. This determination requires the Commission
to consider the available evidence and identify an ROE that is just, reasonable, and sufficient to
support Avista’s ability to attract capital and earn a return that is commensurate with other
enterprises of comparable risk. Avista recognizes that highly technical arguments concerning the
implementation of various models used to estimate the cost of equity are the province of expert

witnesses, but as the Supreme Court cautioned, “It is not theory, but the impact of the rate order,

17 CUB Reply Brief at page 16, lines 4-6.

118 EPC v. Hope Natural Gas Co., 320 U.S. 591 (1944) (“Hope”). Under Hope, an ROE should be “commensurate
with returns on investments in other enterprises having corresponding risks . . . [and] sufficient to assure
confidence in the financial integrity of the enterprise, so as to maintain its credit and to attract capital.” 1d. at
603.

19 Bluefield Water Works & Improvement Co. v. Pub. Serv. Comm’n of W. Va., 262 U.S. 679 (1923)
(“Bluefield). The Supreme Court explained in Bluefield that an approved return for a utility must, among other
things, be adequate “to maintain and support its credit, and enable it to raise the money necessary for the proper
discharge of its public duties.” Id. at 693.
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which counts.”*?® Similarly, Bluefield offered no guidance as to the method that must be
followed in order to obtain a result that satisfies judicial standards; instead, it references
guidelines dependent on the end-result of the rates charged, including a return “equal to that
generally being made at the same time and in the same general part of the country on
investments in other business undertakings which are attended by corresponding risks and
uncertainties,” and the ability “to maintain and support its credit and enable it to raise the money
necessary for the proper discharge of its public duties.”***

Avista submits that, through the testimony of Company Witness McKenzie, it has
demonstrated the reasonableness of its recommended 9.9% ROE and highlighted the
shortcomings and downward-bias inherent in Staff’s approach. These debates notwithstanding,
Staff’s narrow focus on modeling disputes ignores the bigger picture highlighted by the Supreme
Court, which is that the ROE recommended by Mr. Muldoon is manifestly insufficient. In short,

Staff has missed the forest for the trees.

1. Avista’s Risks are Greater Than Staff’s Peer Group and Other Oregon Utilities
and its ROE Must be Higher.

The relationship between risk and return is fundamental to the capital markets, with
investors demanding a higher rate of return to compensate for assuming more risk.'?? As Avista
demonstrated, the Company’s risks clearly exceed those of Staff’s peer group and other Oregon-
jurisdictional utilities,"*® which on average maintain a single-A credit rating, versus a triple-B
rating assigned to Avista. ROEs recently established or proposed for other Oregon-jurisdictional

utilities range from 9.55% to 9.80%, and Avista’s higher risks imply a higher required return.

20" Hope at 602.

121 Bluefield at 693.
122 Avista/300, McKenzie/26-27.
123 Avista Post-Hearing Brief at 52, citing Avista Exhibit/1201, Schedule AMM-19.
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Staff makes no attempt to address the disparity between its recommendation and the implications
of this risk-return tradeoff, which is a central tenet of the Supreme Court standards.

Rather than referencing objective measures of investment risk that are indicative of
investors’ views, Staff instead continues to take the position that more frequent rate cases imply
lower uncertainties."”” Avista has not “misunderstood” Staff’s misguided position on this

issue. 1%

Mr. Muldoon makes repeated reference to the frequency of Avista’s rate case filings as
a basis for his contention that the Company’s risks are lower than other peer utilities,"?® and he
concludes that “Avista’s very frequent rate cases and tracking mechanisms . . . merit a further
drop [in ROE] of up to about 20 basis points.”**" Mr. Muldoon reflected this decrease in arriving
at the range of ROEs used to “check” his 9.18% recommendation.*? But for this adjustment, Mr.
Muldoon’s recommended ROE would have failed his own test. Staff continues to point to a
decision of the Maryland Public Service Commission (“MPSC”) in support of its position,* but
as Company Witness McKenzie testified, “The MPSC decision referenced by Mr. Muldoon did
not specifically address the risk implications of frequent rate case filings, nor did the MPSC
impose a downward adjustment to its allowed ROE based on . . . regulatory activity.”**

Staff’s failure to grasp how a utility’s inability to recover its cost of service on a timely
basis™®! could translate into risk for investors marks another departure from sound ratemaking
standards. In evaluating competing alternatives, investors are focused on the extent to which

Avista has the opportunity to actually earn a return that will maintain its financial integrity,

facilitate capital attraction, and compensate for risk. The fact that Avista has been compelled to

124 Staff Reply Brief at 8-9.

15 1d. at page 8.

126 staff/200, Muldoon/7-8, 15, 40, 42.
121 staff/200, Muldoon/42, lines 4-6.
128 staff/200, Muldoon/42, Table 6.

129 Staff Reply Brief at page 9.

130 Avista/1200, McKenzie/41-42.

131 staff Reply Brief at page 9.
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file serial rate proceedings in order to address a chronic deterioration of actual returns below the

allowed ROE is not an advantage; rather, it is a challenge that adds to investors’ uncertainties

and warrants a higher ROE.**? Indeed, for 2014, Avista’s normalized ROE in Oregon was 7.2%

as compared to the authorized ROE of 9.65%.'%®

2. Staff’s ROE Contradicts Capital Market Evidence.

Apart from ignoring the implications of Avista’s relative risk and the ROEs granted for
other Oregon-jurisdictional utilities, Staff’s recommended ROE cannot be reconciled with

observable capital market evidence. Staff points to ad hoc articles from the “financial news” in

d, B4 while

support of its supposition that a reduction to Avista’s allowed ROE is warrante
simultaneously ignoring concrete evidence to the contrary. Yields on long-term utility bonds
provide a direct guide as to trends in capital costs that do not require the Commission to “read
between the lines.” As Company witness McKenzie noted, “since the time that Mr. Muldoon
filed testimony in support of the 9.5% ROE under the settlement in Docket No. UG 284, yields
on utility bonds corresponding to Avista’s Baa rating have increased approximately 103 basis
points.”™*® This upward trend in capital costs supports a higher, not a lower ROE for Avista.
Similarly, Staff’s general reference to unspecified “market trends” ignores return expectations
for the companies in Mr. Muldoon’s own proxy group, which are projected to far outstrip Staff’s

recommended ROE.™® The Company also demonstrated that Mr. Muldoon’s 9.18% ROE

recommendation for Avista falls far short of the 9.96% average authorized ROE for the utilities

132 Avista/1200, McKenzie/38-39.

133 Avista/100, Morris/6, line 17.

134 Staff Reply Brief at page 5.

135 Avista/1200, McKenzie/13, lines 14-16.
136 Avista/1200, McKenzie/7-8.
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in Staff’s own proxy group.™®’ Once again, Staff’s ROE is shown to be insufficient based on the

comparable earnings standards underlying the Supreme Court’s Hope and Bluefield decisions.

Meanwhile, Staff erroneously focuses on short-term changes in GDP growth as a basis to

138 Whatever the Commission’s determination with respect to

support a decline in Avista’s ROE.
the use of GDP as a proxy for long-term growth in the DCF model, it should clearly reject Staff’s
position that revised forecasts of near-term economic activity are somehow linked to changes in
investors’ ROE for Avista over the short run. In fact, a decline in expected GDP growth would
be more likely to evidence higher risk and higher required returns. For example, consider the
events experienced during the 2009 financial crisis. While expectations for GDP growth turned
negative, capital costs were increasing dramatically due to unprecedented risks in the economy
and capital markets, as evidenced by plunging stock prices and rising corporate bond yields.
Staff’s claim here that a decline in GDP growth translates to a drop in Avista’s ROE of 31 basis
points is equally erroneous,™ and is contradicted by the rising bond yields noted earlier. As
Company Witness McKenzie demonstrated, performing a proper “check” on Staff’s results

suggests a cost of equity of 10.0%.4°

B. Staff’s Criticisms of Avista’s ROE Evidence Are Unfounded and Should Be
Rejected.

Staff takes issue with the methods and applications used by Company witness McKenzie,
but their criticism boils down to the opinion that there is only one meaningful approach that can
be used to estimate investors’ required return. In fact, however, no single method or model

should be relied upon to determine a utility’s cost of equity because no single approach can be

57 Exhibit Avista/1201, Schedule AMM-15.
138 Staff Reply Brief at pages 4, 6.

139 staff Reply Brief at pages 8-9.

149 Avista/1200, McKenzie/13, lines 16-18.

B oW W
o ©O©
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regarded as wholly reliable."*! In this regard, while Staff grants that “markets are dysfunctional”

due to the unprecedented monetary policies of the Federal Reserve,'*

they ignore the
implications for their own analysis and conclusions. FERC has recently recognized the fallacy of
just such an approach, concluding that the unrepresentative capital market conditions noted by
Staff have led to a downward bias in DCF results based on GDP growth, which merits the
consideration of alternative methods.'*® As explained in New Regulatory Finance, “[r]eliance on
any single method or preset formula is inappropriate when dealing with investor expectations
because of possible measurement difficulties and vagaries in individual companies’ market
99144

data.

1. Avista’s DCF Analyses are Probative.

Staff’s complaints regarding Mr. McKenzie’s DCF results center on three primary issues:
(1) the DCF model applied by Mr. McKenzie is “useful only as a ‘rule of thumb’,”*** (2) the
growth rates used by Mr. McKenzie do not reflect investor expectations,**® and (3) Mr.
McKenzie’s exclusion of illogical DCF results is unreasonable.**” With respect to the first of
these contentions, Staff presented no evidence whatsoever. As Company witness Mr. McKenzie
testified, the constant growth DCF model that he applied “is the form of the model most
commonly relied on to establish the cost of common equity for traditional regulated utilities and

the method most often referenced by regulators.”**

14 Avista/300, McKenzie/29, lines 2-4.

12 Staff Reply Brief at page 4.

13 Avista/1200, McKenzie/4-5.

144 Avista/1200, McKenzie/37, lines 1-3, quoting, Morin, Roger A., “New Regulatory Finance,” Public Utilities
Reports, Inc. at 428 (2006).

Staff Reply Brief at page 3.

Staff Reply Brief at page 4.

Staff Reply Brief at page 3.

18 Avista/300, McKenzie/31, lines 3-5.

145
146
147
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As for the second of Staff’s contentions, Mr. McKenzie’s testimony documents the
support underlying the growth rates used his DCF analysis.**® In addition, Mr. McKenzie
forcefully rebuts Staff’s contention that long-term forecasts of GDP provide a reasonable guide
to the growth rates that investors actually reference when they are evaluating utility common

stocks,

noting that: (1) long-term GDP growth rates are not commonly referenced in the
investment community when evaluating individual stocks, (2) the difficulties in making long-
term forecasts make them of questionable value to investors, (3) actual growth rates for gas
utilities violate the assumptions of Mr. Muldoon’s DCF model, (4) significant capital investment
does not support an assumption that growth expectations for utilities will collapse to GDP, (5)
the founder of the DCF model rejected reference to a generic long-term growth rate, (6) recent
financial research disputes any link between GDP growth and stock market returns or earnings

growth, and (7) other regulators have concluded that applying the DCF model using GDP growth

results in a cost of equity “that does not satisfy the requirements of Hope and Bluefield.”***

With respect to the evaluation of outliers, Staff provides no reason to fault Mr.
McKenzie’s elimination of implausible estimates, other than to speculate that “investors and
fund managers would more likely screen carefully for a closer peer group.”** As Avista has
demonstrated, the flaws associated with Staff’s peer group evaluation are many and great.l‘r’3 But
more importantly, the issues of an appropriate peer group and the evaluation of DCF results are

distinct. Mr. McKenzie’s evaluation of DCF estimates was based on the fundamental premise

19 Avista/300, McKenzie/32-35.

150 Avista/1200, McKenzie/19-26.

51 Avista/1200, McKenzie/26, quoting Coakley v. Bangor Hydro-Electric Co., Opinion No. 531, 147 FERC {

61,234 at P 142 (2014).

Staff Reply Brief at page 3.

153 Avista/1200, McKenzie/14-18, Avista Post-Hearing Brief at pages 40-41. As Company witness McKenzie
noted, “Considered together, Mr. Muldoon’s criteria reduce his proxy group to just two companies (Staff/202,
Muldoon/2), one of which (Piedmont Natural Gas Company) is now the subject of a merger transaction. Mr.
Muldoon conducts “sensitivities” by adding back gas and water utilities to his analysis.” Avista/1200,
McKenzie/n. 40.

152
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that common stock investors require a higher return than debt holders because they assume
greater risk, and this premise and the resulting test that he applied has been accepted by other
regulators.*®* Contrary to Staff’s position, reference to observable utility bond yields provides a
concrete measure as to both the direction and magnitude of capital costs, and DCF estimates that
are not sufficiently above this benchmark do not provide a reliable guide to investors’ required
return and should be given no consideration.®® Indeed, while Staff criticized Mr. McKenzie’s
elimination of illogical low end DCF estimates as one-sided, Mr. Muldoon also argued for
“removal of the lower end of the modeling results” in performing his own analyses.™® In fact,
there is only a tenuous relationship between the results of Mr. Muldoon’s DCF analyses and
Staff’s ultimate recommendation. As Company witness Mr. McKenzie testified, Mr. Muldoon’s
original ROE recommendation was above all of the results produced by his “Model X”
application and exceeded all but five of the 30 DCF results summarized on Exhibit Staff/203,
Muldoon/1. The fact that Mr. Muldoon was compelled to ignore the vast majority of his own
modeling results contradicts his conclusion that “Staff’s results are unbiased and reasonable.”**’
Finally, recognizing that the Commission has recently favored the multi-stage DCF
model over the constant growth form, Company witness McKenzie offered an analysis patterned
after the methodology accepted by the Commission in its Order No. 01-777,® which Mr.
Muldoon cited in his testimony.™® After eliminating a single result of 5.0%, which fell below the

5.42% yield that investors could earn on bonds, this multi-stage approach resulted in an implied

154 Avista/300, McKenzie/36-37.

155 |d.

156 staff/200, Muldoon/24, line 1.

187 staff/200, Muldoon/24, lines 16-17.

158 pyblic Utility Commission of Oregon, Order No. 01-777 at 25-26, 35-36 (2001).
19 staff/200, Muldoon/15, note 17.
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cost of equity for a group of gas utilities with lower investment risks than Avista of

approximately 9.8%.'%°

2. Criticisms of Avista’s Alternative Methods are Baseless.

Staff’s raises two flawed assertions regarding the Company’s reliance on the risk
premium approach; (1) an entirely unsupported assertion that the risk premium is “not a terribly
reliable methodology,” and (2) that Federal Reserve monetary policies have somehow distorted
risk premium results.*®* But as Company witness McKenzie testified, contrary to Staff’s views,
the risk premium approach is routinely referenced by the investment community and in academia

and regulatory proceedings.®

Mr. McKenzie also refuted Staff’s claims regarding the impact of
Federal Reserve Polices on Treasury yields, noting that his application of the risk premium
approach was based on utility bond yields, not on the Treasury yields, and specifically accounted
for the impact of changing bond yields on equity risk premiums.’®® Indeed, Mr. McKenzie
pointed out that Staff’s position deviates from that of recognized industry reference sources,
which concluded that DCF results such as those relied on by Mr. Muldoon may be more
vulnerable to peculiarities in capital market conditions than those produced by the risk premium
approach,'®* with other regulators relying on the risk premium method as a “check” on DCF
results.'®

Staff’s only observation with respect to the ECAPM approach presented by Mr.

McKenzie was their contention that this approach is not generally referenced.*®® The testimony

of Company witness McKenzie rebuts this assertion, providing citations to the financial literature

180 Exhibit Avista/1201, Schedule AMM-17.
181 Staff Reply Brief at page 4.

182 Avista/300, McKenzie/47, lines 8-10.

183 Avista/1200, McKenzie/35-36.

184 Avista/1200, McKenzie/36, lines 11-19.
185 Avista/1200, McKenzie/36, lines 20-21.
166 staff Reply Brief at page 4.
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that supports the pedigree of this method.'®” In contrast to Staff’s dismissal of this approach, the
results of the ECAPM were endorsed as a superior method by the Staff of the MPSC and
considered in the MPSC decision referenced in Mr. Muldoon’s own testimony.'®®

Finally, Staff faults Avista’s application of the CAPM based on their contention that the
Company’s approach should have referenced 10-year Treasury bond yields as a risk-free rate and
alleging that it employed an “overly-high” market risk premium.'®® Company witness McKenzie
refuted both of these criticisms. With respect to the use of 10-year Treasury notes as the basis for
the risk-free rate, Mr. McKenzie established that the 30-year Treasury bond yield is a more
appropriate benchmark because it provides closer alignment with the long-term expectations
considered by common stock investors.'™® This is consistent with Mr. Muldoon’s presumption

» 11 a5 well as Staff’s own reference sources,

that “a 30-year horizon is relevant for investors,
which note that that, “The traditional thinking regarding the time horizon of the chosen Treasury
security should match the horizon of whatever is being valued.”*"

Meanwhile, Staff’s complaints with respect to the market risk premium employed in
Avista’s CAPM study are unfounded and unsupported, resting entirely on Mr. Muldoon’s
interpretation of selected snippets from the “financial news,” and lacking theoretical or
authoritative support.”® As Company witness McKenzie documented, Avista’s forward-looking
methodology is consistent with the requirements of the CAPM model and the findings of other

174

regulatory agencies.”"" Moreover, the risk premium adopted in Staff’s application of the CAPM

falls far below what is actually indicated by the historical record and Mr. Muldoon’s own

187 Exhibit Avista/300, McKenzie/42-43.
188 Avista/1200, McKenzie/35, lines 2-9.
169 Staff Reply Brief at page 5, lines 2-5.
170 Avista/1200, McKenzie/33-34.

11 staff/200, Muldoon/17.

172 Avista/1200, McKenzie/33, lines 18-22.
173 Staff Reply Brief at page 5.

174 Avista/1200, McKenzie/31-32.
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sources, and implies a market rate of return that falls below Staff’s ROE recommendation in this

case.”™ Considering that utilities are widely perceived to be less risky than the stock market as a
whole, this end-result amply demonstrates the failings of Staff’s CAPM analysis, which should
be given no weight.

C. NWIGU/CUB Recommendations on ROE are Substantially Inadequate.

While NWIGU/CUB correctly cite the standards for a just and reasonable ROE that

176

govern the Commission’s decision in this case,”"~ they subsequently turn them on their head,

arguing that Avista has failed to demonstrate that NWIGU/CUB’s ROE recommendation would

177 —
”="" The Commission’s

“damage its credit ratings or substantially reduce investor confidence.
mandate under the Supreme Court’s guidance is not to determine an ROE that marks the fulcrum
between a utility’s ability to sustain its current financial standing and a collapse in its credit
ratings, and Avista has no burden to show that NWIGU/CUB’s recommendations would lead to
such an outcome. In any event, contrary to their contention,*’® and as discussed in response to
Staff, Avista has provided detailed and thorough support for its requested ROE. Meanwhile, just
like Staff, NWIGU/CUB has ignored conclusive evidence that their recommended 9.35% ROE is
below what is required to meet the Supreme Court standards. As detailed above, Avista’s risks
exceed those of the proxy utilities and other Oregon-jurisdictional utilities, which demands a
higher ROE. NWIGU/CUB'’s recommendation are inconsistent with this fundamental premise, as
well as the capital market data cited earlier.

NWIGU/CUB also grossly mischaracterize the magnitude of Avista’s requested 9.9%

ROE, erroneously claiming that it represents a 400 basis point increase over the current

5 Avista/1200, McKenzie/32-33.

6 NWIGU/CUB Reply Brief at pages 2-3.
7 NWIGU/CUB Reply Brief at page 4.
178 m
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authorized ROE.!™ In fact, the requested increase is 40 basis points, not 400.'*° As noted earlier,
Avista has documented that yields on utility bonds corresponding to Avista’s Baa rating have
increased over 100 basis points since the Commission last approved an ROE for the Company,*®*
making Avista’s 9.9% requested ROE in this case completely in line with changes in capital

market conditions and the Hope and Bluefield standards cited by NWIGU/CUB.

NWIGU/CUB’s criticisms of Avista’s evidence on technical grounds are equally
misguided and inaccurate. First, contrary to NWIGU/CUB, Avista has fully supported
consideration of the constant growth DCF model and the potential shortcomings of the multi-
stage DCF approach relied on by NWIGU/CUB through the testimony of Company witness
Mr. McKenzie. Second, NWIGU/CUB are incorrect in stating that Avista “has not provided its
own multi-stage DCF analysis.”*®? In fact, as indicated above in response to Staff, Company
witness Mr. McKenzie provided a multi-stage DCF model based on the same approach
previously adopted by this Commission, which indicated a cost of equity of 9.8%.'% This result
reflects investors’ requirements for a group of gas utilities with lower investment risks than
Avista, which again supports the reasonableness of the 9.9% ROE requested by the Company is
this case, and further indicates that NWIGU/CUB’s recommendation are simply too low.
Similarly, NWIGU/CUB’s allegation that the Company’s analysis “cherry picks outlier results in

184 Mr. McKenzie’s evaluation of DCF estimates was

its DCF model” is contrary to the evidence.
based on the fundamental premise that common stock investors require a higher return than debt

holders, and testing DCF values against observable utility bond yields provides an objective

9 NWIGU/CUB Reply Brief at page 4 and note 10.

180 NWIGU/CUB’s repeated reference to a 400 basis point increase in both the body and footnotes to their Reply
Brief suggest that this erroneous reference was not the result of a simple typographical error.

"1 Avista/1200, McKenzie/13, lines 14-16.

182 NWIGU/CUB Reply Brief at page 4.

'8 Exhibit Avista/1201, Schedule AMM-17.

184 NWIGU/CUB Reply Brief at page 5.
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evaluation of their reasonableness. NWIGU/CUB provide no support for a finding that common
equity investors would be willing to accept returns below what they could earn with relative
certainty from long-term bonds, and such a finding would be contrary to economic logic.
NWIGU/CUB’s criticism of Avista’s risk premium, ECAPM, and CAPM analyses were
also fully rebutted by Company witness McKenzie.'® Specifically, the Company explained the
distinction between Mr. Gorman’s flawed, backward-looking outlook and the forward-looking
approach that is necessary to apply the ECAPM and CAPM methods in a manner that is
consistent with their underlying assumptions.’®® Mr. McKenzie highlighted NWIGU/CUB’s
mischaracterization of the size adjustment applied in the context of the ECAPM and CAPM
methods, and documented the necessity of the adjustment on practical and theoretical grounds.*®’
Similarly, Avista has responded to the failings of Mr. Gorman’s risk premium study, which
subjectively ignored available data and failed to account for the established interrelationship
between changes in bond yields and equity risk premiums.*®® While NWIGU/CUB reject any
reference to data concerning required returns on non-utility companies,*®® such information
forms the bedrock of the Supreme Court standards, and is a valid consideration in evaluating the
end result of the regulatory process.**® Finally, while NWIGU/CUB urge the Commission to
ignore the impact of flotation costs in determining a just and reasonable ROE, their position is
inconsistent with the findings of the financial literature and the economic requirements

underlying a fair ROE;"** a position on which Mr. Muldoon agrees.*

D. NWIGU/CUB’s Recommended Capital Structure is Inconsistent With the Facts and

18 Avista/1200, McKenzie/50-57.

18 Avista/1200, McKenzie/50-52.

187 Avista/1200, McKenzie/52-55.

188 Avista/1200, McKenzie/55-57.

189 NWIGU/CUB Reply Brief at page 5.

190 Avista/1200, McKenzie/8-11.

L Avista/1200, McKenzie/59, lines 7-18; Avista/300, McKenzie/51-53.
192 staff/200, Muldoon/29-30.
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Should be Rejected.

Company Witness McKenzie employed a common equity ratio of 50% as a reasonable
level of capitalization for Avista. Staff Witness Muldoon proposes a 49.86% equity capital

structure (which, when rounded, is largely consistent with the Company’s 50% equity

193

component).”™ Witness Gorman, on behalf of CUB and NWIGU, however, proposes a much

lower 48.5% equity component.’®

While NWIGU/CUB imply that their capital structure accurately reflects the basis upon

195 this contention is inaccurate for several

which Avista finances its investment in utility plant,
reasons. First, in contrast to Mr. Gorman’s flawed calculations, as documented in the testimony

of Company witness Mr. Thies, Avista’s actual capital structure at September 30, 2015 was

composed of 49.25% debt and 50.75% common equity.’® Second, NWIGU/CUB’s
disingenuously claim that Mr. Gorman’s removal of goodwill should be countenanced because
his figure “is clearly from the Company’s Securities and Exchange Commission (“SEC”)
consolidated balance sheet.”®” NWIGU/CUB misses the point. Avista does not take issue with
the source or amount of goodwill referenced by Mr. Gorman. Rather, as the Company

documents, there is no basis to “adjust out” this goodwill balance because it was never included

in computing Avista’s common equity balance for purposes of this rate proceeding.*®® Third,
NWIGU/CUB’s claim that the equity cushion provided by non-utility investments has not been
shown to provide benefits should be rejected.*® Ironically, NWIGU/CUB’s own witness Mr.

Gorman cites the positive attributes of Avista’s current credit ratings,*® while encouraging the

193 (STAFF/200, Muldoon/1, lines 13-15)

194 (CUB-NWIGU/100, Gorman/2, lines 6-7 and /3, lines 6-9)
1% NWIGU/CUB Reply Brief at pages 6-7.

19 Avista/1100, Thies/3, lines 10-17.

197 NWIGU/CUB Reply Brief at page 7, lines 5-7.

1% Avista/1100, Thies/6, lines 14-17.

1% NWIGU/CUB Reply Brief at pages 6-7.

20 NWIGU/CUB/100, Gorman/13, lines 17-24.
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Commission to disavow this very same factor in its evaluation of the Company’s capital structure
in this case. As Company witness Mr. Thies testified,?®* the equity that Mr. Gorman would
inappropriately exclude from consideration is considered by the rating agencies in their
evaluation of the Company’s credit standing, and supports the very same credit ratings touted by
Mr. Gorman as evidence of Avista’s healthy financial position.

NWIGU/CUB also inaccurately characterize the testimony of their own witness,
implying that Mr. Gorman did not rely on capital structure ratios approved in Avista’s
Washington jurisdiction as support for his recommendation here.?® In fact, Mr. Gorman
specifically referenced the 48.5% common equity ratio approved in a partial settlement of the
Company’s most recent rate proceeding in Washington as a key factor supporting his
recommendation.’®® But as both Avista and Staff have recognized, this is inconsistent with

204

Commission policy.”" After backing out the 3.22% short-term debt balance referenced in the

Company’s Washington proceeding,?”

the resulting common equity ratio comparable to this
Commission’s practice on this issue is 50.1%.2°® This fully supports the recommendations of the
Company and Staff in this proceeding, and further undermines NWIGU/CUB’s arguments.

Apart from this mischaracterization, NWIGU/CUB’s attempt to portray its 48.5%
common equity ratio as being consistent with other ratemaking capital structures entirely ignores
industry standards established by other gas utilities that Avista must compete with for capital

investment. As Company witness Mr. McKenzie documents, his group of gas distribution

utilities maintained an average common equity ratio at year-end 2014 of 51.4%, which is

2L Avista/1100, Thies/5-6.

202 NWIGU/CUB Reply Brief at page 6, lines 5-9, 14-17.

203 NWIGU/CUB/100, Gorman/11, lines 14-15, n. 8. NWIGU-CUB Reply Brief at page 6, lines 4-6.
204 Avista Post-Hearing Brief at 37; Staff/200, Muldoon/3, lines 6-9; Avista/1100, Thies/5, lines 3-19.
205 Staff/200, Muldoon/3, n.1; WUTC Docket Nos. UE-150204/150205, Exhibit No.MTT-1T.
206485/ (51.5-3.22+48.5) = 50.1%.
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projected to increase to 55.9% over the next three to five years.207 Thus, contrary to
NWIGU/CUB’s allegations, Avista’s requested capital structure is consistent with the actual
capitalization used to finance its investment in utility plant and the capital structure ratios
approved for the Company by other regulatory agencies, while providing a lower common equity

cushion than what is indicated by industry benchmarks for other gas utilities.

XI. CONCLUSION

Avista appreciates the opportunity to thoroughly vet the issues with the Commission, and
believes the costs for which it seeks recovery are necessary to maintain a safe and reliable system
in furtherance of its public service obligation.

RESPECTFULLY SUBMITTED this )22 _day of January, 2016.

AVISTA CORPORATION

By: /—7//—‘

" Dévid J. 1\7[eyer
VP, Chief Counsel for Regulatory and
Governmental Affairs

27 Avista/300, McKenzie/24, lines 9-12.
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Docket No. UG 288 Staff/600
Moore/15

Q. What is Staff’s adjustment and how did you arrive at it?

A. Staff recommends removing approximately $30 million from the Company’s
capital additions. This adjustment is in addition to the specific adjustment for
Project Compass recommended by Ms. Johnson, who recommends a $1.3
million reduction.

Staff arrives at this adjustment of $30 million by setting a target for growth of
net utility plant of 7.75 percent, which equates to a rate base addition of
approximately $16.4 million. This results in a $31.3 million overall reduction in
capital projects. From this amount, | subtract the $1.3 million adjustment to
Project Compass made by Ms. Johnson in Staff/300. This leaves a $30 million

adjustment to the overall capital budget.

Capital addition adjustment
7.75%  Historical RB growth
$210,751,974 2014 Net Utility Plant

$47,658,000 UG 288 Avista Capital forecast
($16,333,278) 2014 net plant * 7.75%
($31,324,722)  Total Staff Adjustment
($1,300,000)  Project Compass Adjustment - J. Johnson
($30,024,722)  Net Staff Adjustment - M. Moore

Please refer to Exhibit Staff/606 Excel workpapers for the details of my
recommended adjustment.
Q. Does this conclude your testimony?

A. Yes.



Appendix A (Page 2 of 5)
Page 4 UG 288 Exhibit 606 MOORE Workpapers
Avista UG 288

Test Year Ending December 31, 2016
000's of Dollars

Staff adjustments for programmatic capital projects reflect an allowance for the yearly averages of spending in 2010-2014,
Adjustments for certain discrete projects such as website redevelopment, and campus restructuring reflect staff questions
regarding the prudence of the cost, as well as the extent of benefit to customers. In the Company's 2014 IRP, approved in
February of 2015, indicates the East Medford Reinforcement project is not immediately needed, and is slated to come on
line in 2018.

Growth distribution projects were disallowed absent a showing of need. The IRP indicates relatively flat demand for the
next few years, and forecast data in the response o DR 193 shows a decrease in the number of customers from 2013-2015.

f Company Filing N Staff | Adjustment |
Totai OR- Total OR- Total OR-
Description/ Account No. Company  Allocated Company  Allocated Company Allocated
Utility Plant - 101
2277 SCADA Upgrade $1,020 89 0 % {89)
5005- Tech Refresh § 21379 $§ 1,860 3 - % (1,860)
5006- Tech Expansion $ 7431 % 847 3 - $ (B47)
5010-Enterprise Bus. Continuity  § 649 3 56 % - 3 (56)
5014-Enterprise Security Sys $ 5400 § 470 3 157 3 {313}
5106- Next Gen Radio 3 4200 § 365 $ - $ {365}
5121- Microwave 2 Fiber Repl $ 2755 §% 2490 3 - $ {240)
5138- Project Compass $ 65386 § 8,300 3 - [a]
5143-Website redev $ 7,038 % 612 $ - $ (512)
5144 - Mobility in Field $ 420 § 37 $ - $ (37)
7000-Transport Equip $ 7834 % 959 $ - $ (959)
7001 -Siruciures & Imp $§ 3400 $ 296 $ - 3 (296)
7003-Office Fumiture $ 1,200 % 104 $ - $ (104)
7005-Stores Equip $ 648 % 56 $ - $ (55}
7101-COF HVAC $ 10979 3% 955 $ - $ {955)
7126-LT Campus Re-struc $ 5000 % 435 $ - $ (435)
7131-LT Campus Re-struc PHIl 3 2,000 $ 174 $ - 5 (174}
7200-Craft fraining 3 121 8 11 $ 3 $ (8
Total $ (7,117
1001-Gas Revenue Growth $ 13545 § 3,846 $ 500 $  (3,346)
1050-Gas meters Growth $ 188C § 658 5 85 $ (573)
1051-Gas regulators growth 3 330 § 52 $ 7 $ (45)
1053-Gas ERT growth $678 3 237 $ 31 $ (206)
3060-Gas Reinforce-minor $ 1,481 § 761 3 - 3 {751)
3001-Repl detericrated system $ 1,000 § 1,000 3 701 $ {299)
3002-Regulator reliability 3 947 § 387 $ 260 % {127}
3003-Gas Repl-Streat&Hwy § 4,827 § 3477 $ 1,500 $ (1,977
3005-Gas distr. Non-revenue $ 6,002 $ 3,602 3 - $  (3,602)
3006--Overbuilt pipe repl $ 900§ 528 $ - 5 {828)
3007-Isolated steel ] 3450 § 850 $ 200 $ {650)
3008-Aldyl-A pipe repl. $ 18317 3 6,298 % 5,164 5 (1,134)
3203-& Medford reinforcemnt $ 5000 % 5,000 0 5 (5,000
3303-Ladd Canyon Gateupg  $ 1650 § 1,650 5 93 $  (1,557)
3307-Bonanza Gate move $ 600 3 600 3 - $ (600)
Jackson Prairie storage $ 1,35 § 131 $ - $ (131)
Total $ (20,836)
Distribution Capital - 2016
1001-Gas Revenue Growth $ 1,720 3 - {1,720}
1050-Gas meters Growth 3 154 $ - (154)
1051-Gas regulators growth $ ™ $ - (113
1053-Gas ERT growth $ 165 %

Total

$
$
$

- $ (165
$  (2,050)
$

TOTAL Adjustment (30,003)

Page 1 of 1 5-3 Adjustment
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Page 4 UG 288 Exhibit 606 MOORE Workpapers

Avista UG 288
Test Year Ending December 31, 2018

] 000's of Dollars

| — N i
[Statt adjustments fmiprogrammatic capital projectsfreflect an allowance for the yearly averages of spending in 2010-2014.
Adjustments for certain discrete projects such as website redevelopment, and campus restructuring reflect staff questions
regarding the prudence of the cost, as well as the extent of benefit to customers. in the Company's 2014 IRP, approved in
February of 2015, indicates the East Medford Reinforcement project is not inmediately needed, and is slated to come on
line in 2018.

Growth distribution projects were disallowed absent a showing of need. The IRP indicates relatively flat demand for the
next few years, and forecast data in the response to DR 193 shows a decrease in the number of customers from 2013-2015.

[ CompanyFiling | Staff |1 Adjustment |
Total OR- Total OR- Total OR-
Description/ Account No. Company  Allocated Company  Allocated Company Allocated
=101
2277 SCADA Upgrade $1,020 89 0 $ (89)
5005- Tech Refresh $ 21379 § 1,860 $ - $ (1,860)
) 5006- Tech Expansion $ 7431 % 647 $ - $ (647)
5010-Enterprise Bus. Continuity — $ 649 § 56 $ - $ (56)
5014-Enterprise Security Sys $ 5400 % 470 $ 157 3 (313)
5106- Next Gen Radio $ 4200 % 365 § - 5 (365)
5121- Microwave 2 Fiber Repl $ 2755 § 240 $ - $ (240)
5138- Project Compass $ 95386 $ 8,300 $ - [a]
5143-Website redev $§ 7038 $ 612 $ - $ (612
5144 - Mobility in Field $ 420 % 37 3 - $ (37
7000-Transport Equip $ 7834 § 959 $ - $ (959)
7001-Structures & Imp $ 3400 % 296 $ - $ (296)
7003-Office Furniture $ 1200 $ 104 $ - $ (104)
7005-Stores Equip 3 648 § 56 9 - $ (56)
7101-COF HVAC $ 10979 5 955 $ - $ (955)
7126-LT Campus Re-struc $ 5000 $ 435 $ - $ (435)
7131-LT Campus Re-struc PHII  $ 2,000 $ 174 $ - $ (174)
7200-Craft training $ 121 § 11 $ 3 $ 8
Total $ (7.17)
1001-Gas Revenue Growth $ 13545 $ 3,846 $ 500 $  (3,346)
1050-Gas meters Growth $ 1,880 $ 658 $ 85 $ (573)
1051-Gas regulators growth $ 330 $ 52 $ 7 $ (45)
’ 1053-Gas ERT growth $678 3 237 $ 31 $ (208)
3000-Gas Reinforce-minor $ 1481 § 761 $ - $ (761)
3001-Repl deteriorated system $ 1,000 $ 1,000 $ 701 $ (299)
3002-Regulator reliability $ 947 $ 387 $ 260 $ (127)
._H. 3003-Gas Repl-Street&Hwy $ 4827 § 3477 $ 1,500 $ (1,977
3005-Gas distr. Non-revenue $ 6002 $ 3602 $ - $ (3,602
3006--Overbuilt pipe repl $ 900 % 828 $ - $ (828)
3007-Isolated steel $ 3450 $ 850 $ 200 $ (650)
3008-Aldyl-A pipe repl. $ 18317 § 6,298 3 5,164 $ 1,134
3203-E Medford reinforcemnt $ 5000 § 5000 0 $ (5000
3303-Ladd Canyon Gate upg $ 1,650 $ 1,650 $ 93 $  (1,557)
3307-Bonanza Gate move 3 600 & 600 $ - $ (600)
-—* Jackson Prairie storage $ 135 § 131 $ - $ (131
Total ] IETW?F‘
Distribution Capital - 2016
1001-Gas Revenue Growth $ 1,720 $ - $  (1,720)
1050-Gas meters Growth $ 154 $ - $ (154)
1051-Gas regulators growth $ 11 $ $ (1)
1053-Gas ERT growth $ 165 $ - $ (165)
Total $ (2,050)
TOTAL Adjustment $ (30,003)

[a] J. Johnson doing adjustment

Page 1 of 1 S-8 Adjustment
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UG 288 Exhibit 606 MOORE Workpapers

line in 2018.

Staff adjustments for programmatic capital proj
Adjustments for certain discrete projects such as
regarding the prudence of the cost, as well as the extent of benefit to customers. In the Company's 2014 IRP, approved in
February of 2015, indicates the East Medford Reinforcement project is not immediately needed, and is slated to come on

and

ects reflect ajallowance for the yearlylaverages of sp

website redevelopment

ending in 2010-2014.
eflect staff questions

Growth distribution projects were disallowed absent a showing of need. The IRP indicates relatively flat demand for the
next few years, and forecast data in the response to DR 193 shows a decrease in the number of customers from 2013-2015.

[a] J. Johnson doing adjustment

Page 1 of 1

| CompanyFiling | | Staff | Adjustment |
Total OR- Total OR- Total OR-
Description/ Account No. Company  Allocated Company  Allocated Company Allocated
Utility Plant - 101
2277 SCADA Upgrade $1,020 89 0 $ (89)
5005- Tech Refresh $ 21379 % 1,860 $ $ (1,860)
5006- Tech Expansion $ 7431 $ 647 $ - $ (647)
5010-Enterprise Bus. Continuity  $ 649 $ 56 $ - $ (56)
5014-Enterprise Security Sys $ 5400 $ 470 $ 157 $ (313)
5106- Next Gen Radio $ 4200 $ 365 $ - $ (365)
5121- Microwave 2 Fiber Repl $ 2755 §$ 240 $ - $ (240)
5138- Project Compass $ 95386 $ 8,300 $ - [a
| B143-Websile redev $ 7038 8 612 5 - 3
5144 - Mobility in Field $ 420 B 37 $ - ] (37)
7000-Transport Equip $ 7834 $ 959 $ - $ (959)
7001-Structures & Imp $ 3400 % 296 $ = $ (296)
7003-Office Furniture $ 1,200 $ 104 $ - $ (104)
7005-Stores Equip 3 648 $ 56 $ - $ (56)
7101-COF HVAC $ 10979 § 955 $ - $ (
l > 7126-LT Campus Re-struc $ 500 % 435 $ - $ (435)
7131-LT Campus Re-strucPHIl ~ § 2,000 $ 174 $ - $ (174)
1200-Craft training £ 121 % T 5 3 $ (8)
Total $ (7,117)
1001-Gas Revenue Growth $ 13545 $§ 3,846 $ 500 $  (3,346)
1050-Gas meters Growth $ 1880 $ 658 $ 85 $ (573)
1051-Gas regulators growth $ 330 $ 52 $ 7 $ (45)
1053-Gas ERT growth $678 $ 237 $ 31 $ (206)
3000-Gas Reinforce-minor $ 1481 $ 761 $ - 3 (761)
3001-Repl deteriorated system $ 1000 $ 1,000 $ 701 $ (299)
3002-Regulator reliability $ 947 $ 387 $ 260 $ (127)
3003-Gas Repl-Street&Hwy $ 4827 § 3,477 $ 1,500 $  (1,977)
3005-Gas distr. Non-revenue $ 6,002 $ 3602 $ - $ (3,602
3006--Overbuilt pipe repl $ 200 $ 828 $ - $ (828)
3007-Isolated steel $ 3450 $ 850 $ 200 $ (650)
3008-Aldyl-A pipe repl. $ 18,317 § 6,298 $ 5,164 $  (1,134)
3203-E Medford reinforcemnt $ 5000 $ 5,000 0 $ (5,000)
3303-Ladd Canyon Gateupg  $ 1,650 $ 1,650 $ 93 $ (1,557
3307-Bonanza Gate move $ 600 $ 600 $ - 3 (600)
Jackson Prairie storage $ 1356 $ 131 $ - $ (131)
Total $ (20,836)
Distribution Capital - 2016
1001-Gas Revenue Growth $ 1,720 3 - $ (1,720
1050-Gas meters Growth $ 154 $ - $ (154)
1051-Gas regulators growth $ 11 $ - $ (11)
1053-Gas ERT growth $ 165 $ - $ (165)
Total $ (2,050)
TOTAL Adjustment $ (30,003)

S-8 Adjustment
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line in 2018.

Staff adjustments for programmatic capital projects reflect an allowance for the yearly averages of spending in 2010-2014.
Adjustments for certain discrete projects such as website redevelopment, and campus restructuring reflect staff questions
regarding the prudence of the cost, as well as the extent of benefit to customers. In the Company's 2014 IRP, approved in
February of 2015, indicates the East Medford Reinforcement project is not immediately needed, and is slated to come on

Growth distribution projectsjwere disallowed absent a showing of need. The IRP indicates relatively flat demand for the
next few years, and forecast data in the response to DR 193 shows a decrease in the number of customers from 2013-2015.

[a] J. Johnson doing adjustment

Page 1 of 1

|___ CompanyFiling | | Staff Adjustment |
Total OR- Total OR- Total OR-
Description/ Account No. Company  Allocated Company  Allocated Company Allocated
Utility Plant - 101
2277 SCADA Upgrade $1,020 89 0 $ (89)
5005- Tech Refresh $ 21379 % 1,860 $ = $ (1,860)
5006- Tech Expansion $ 7431 % 647 $ - 3 (647)
5010-Enterprise Bus. Continuity ~ $ 649 $ 56 $ - $ (56)
5014-Enterprise Security Sys $ 5400 §$ 470 $ 157 $ (313)
5106- Next Gen Radio $ 4200 $ 365 $ - $ (365)
6121- Microwave 2 Fiber Repl $ 2755 $ 240 3 - $ (240)
5138- Project Compass $ 95386 $ 8,300 $ - [a]
5143-Website redev $ 7038 § 612 $ - $ 612)
5144 - Mobility in Field $ 420 % 37 $ $ (37)
7000-Transport Equip $ 7834 §$ 959 $ - $ (959)
7001-Structures & Imp $ 3400 $ 296 $ - $ (296)
7003-Office Furniture $ 1,200 $ 104 $ * $ (104)
7005-Stores Equip $ 648 $ 56 $ - $ (56)
7101-COF HVAC $ 10979 § 955 $ - $ (955)
7126-LT Campus Re-struc $ 5000 $ 435 $ - $ (435)
7131-LT Campus Re-struc PHIl.  $ 2,000 $ 174 $ - $ (174)
7200-Cratt training $ 121§ 11 $ 3 $ 8)
Total $ (7,117)
1001-Gas Revenue Growth $ 13545 § 3,846 % 500 $  (3,346)
1050-Gas meters Growth $ 1880 $ 658 $ 85 $ (573)
1051-Gas regulators growth $ 330 $ 52 $ 7 $ (45)
1053-Gas ERT growth $678 $ 237 $ 31 $ 206
00-Gas Reinforce-minor $ 1,481 § 761 L3 - $ (761)
3001-Repl deteriorated system $ 1000 $ 1,000 $ 701 3 (299)
3002-Regulator reliability $ 947 $ 387 $ 260 $ (127)
3003-Gas Repl-Street&Hwy $ 4827 $ 3,477 $ 1,500 $ (1,977
3005-Gas distr. Non-revenue $ 6,002 $ 3,602 $ - $ (3,602
3006--Overbuilt pipe repl $ 900 $ 828 $ - $ (828)
3007-Isolated steel $ 3450 $ 850 $ 200 $ (650)
3008-Aldy!-A pipe repl. $ 18317 % 6,298 $ 5,164 $  (1,134)
3203-E Medford reinforcemnt $ 5000 $ 5,000 0 $ (5,000)
3303-Ladd Canyon Gate upg $ 1650 $ 1,650 $ 93 $  (1,557)
3307-Bonanza Gate move $ 600 $ 600 $ - $ (600)
Jackson Prairie storage $ 1356 $ 131 $ - $ (131)
Total $ (20,836)
- 2016
1001-Gas Revenue Growth $ 1,720 $ - $ (1,720
| 1050-Gas meters Growth $ 154 $ - $ (154)
« | 1051-Gas regulators growth $ 11 $ - $ (11
1053-Gas ERT growth 3 165 3 - $
Total $
TOTAL Adjustment $ (30,003)

S-8 Adjustment
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Avista/600
Schuh/Page 8

projects and programs, and to approve or decline new business cases as well as monitor the
overall capital budget.

Q. Is the Company confident that the level of capital additions that are
presented in this case will be completed?

A. Yes. Many of the 2015 projects are already underway, either through actual
construction, signed contracts, and/or ordered materials, and in some cases are already
completed. Additionally, the capital additions required to serve incremental customers in

2016 are matched with the revenue growth associated with new customers in 2016.

IV. DESCRIPTION OF CAPITAL PROJECTS

Q. What is Avista’s capital investment that will transfer to plant in service
in 2015 and 2016 in this case?

A. The following Table No. 1 shows Avista’s planned system-wide general
plant capital transfers to plant of $180.64 million in 2015. Oregon’s share of this general

plant totals $16.01 million.

Capital Projects

UG 288 - Avista Corporation Final Brief Appendix B Page 3 of 92
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Avista/600

Schuh/Page 9
Table No. 1
General Plant Capital Projects - 2015 Transfers to Plant
2015
. Oregon
Project ER System Allocated
(000's) (000's)

SCADA Upgrade 2277 % 1,020 $ 89
Technology Refresh to Sustain
Business Process 5005 21,379 1,860
Technology Expansion to Enable
Business Process 5006 7,431 647
Enterprise Business Continuity 5010 649 56
Entemprise Security Systems 5014 5,400 470
Next Generation Radio System 5106 4,200 365
Microwave Replacement with Fiber 5121 2,755 240
Customer Information and Asset
System Replacement 5138 95,386 8,300
AvistaUtilities.com Redewvelopment 5143 7,038 612
Mobility in the Field 5144 420 37

Subtotal - Technology Projects 145,678 12,676
Transportation Equipment 7000 7,834 959
Structures and Improvements 7001 3,400 296
Office Fumiture 7003 1,200 104
Stores Equipment 7005 648 56
Tools Lab & Shop Equipment 7006 1,719 167
Battery Storage Strategic Initiative!® 7060 2,062 179|
COF HVAC Improvement 7101 10,979 955
Long Term Campus Re-Structuring
Plan 7126 5,000 435
Long Term Campus Re-Structuring
Plan - Phase 2 7131 2,000 174
Apprentice Craft Training 7200 121 11

Subtotal - General Plant Projects 34,963 3,336

TOTAL $ 180,641 § 16,012

Table No. 2 and Table No. 3, below, show Avista’s planned Oregon natural gas

distribution capital expenditures of $30.25 million in 2015, and $2.05 million for 2016.

4 Following the completion of Avista’s revenue requirement for this case, it was identified that this project was
inadvertently included within the revenue requirement and should have been excluded. We will correct this in
our subsequent capital update for this case.

Capital Projects
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Capital Projects

Table No. 2
Oregon Gas Distribution Capital Projects - 2015 Transfers to Plant
2015
Oregon
Project ER System Allocated

(000's) (000's)
Gas Rewvenue Growth Projects 1001 $ 13,545 $ 3,846
Gas Meters Growth Projects 1050 1,880 658
Gas Regulators Growth Projects 1051 330 52
Gas ERT Growth Projects 1053 678 237
Gas Reinforce - Minor Blanket 3000 1,481 761
Replace Deteriorating Gas System 3001 1,000 1,000
Reguiator Reliable - Blanket 3002 947 387
Gas Replace - Street & Highway 3003 4,827 3,477
Cathodic Protection - Minor Blanket 3004 950 50

3005
Gas Distribution Non-Revenue Projects 6,002 3,602
Overbuilt Pipe Replacement Projects 3006 900 828
Isolated Steel 3007 3,450 850
Aldyl-A Pipe Replacement 3008 18,317 6,298
Gas ERT Replacement Program 3054 402 402
Gas Meter Replacement 3055 1,030 296
Gas Telemetry 3117 400 120
East Medford Reinforcement 3203 5,000 5,000
Ladd Canyon Gate Station Upgrade 3303 1,650 1,650
Bonanza Gate Station Move 3307 600 600
Jackson Prairie Storage 7201 1,356 131
TOTAL $ 64745 $ 30,245
Table No. 3
Oregon Gas New Customer Hookups- 2016 AMA Transfers to Plant
2016

Project ER Oregon

(000's)
Gas Revenue Growth Projects 1001 $ 1,720
Gas Meters Growth Projects 1050 154
Gas Regulators Growth Projects 1051 11
Gas ERT Growth Projects 1053 165
TOTAL $ 2,050

UG 288 - Avista Corporation Final Brief Appendix B Page 5 0of 92
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1 Q. For the capital projects included in this filing that will transfer to plant
2 in service in 2015 and 2016, please provide a description of the projects.
3 A. A description of each of the capital projects included in Tables No. 1, 2, and

4 3 above is provided below. Written business cases supporting each of the capital projects

5  are included in the workpapers submitted with this filing.

6 Technology (Oregon):

7

8 ER 2277: SCADA Upgrade — 2015: $89,000

9 This program replaces and/or upgrades existing electric and gas control center
10 telecommunications and computing systems as they reach the end of their useful
11 lives, require increased capacity, or cannot accommodate necessary equipment
12 upgrades due to existing constraints. This program includes hardware, software, and
13 operating system upgrades, as well as deployment of capabilities to meet new
14 operational standards and requirements. Some system upgrades may be initiated by
15 other requirements, including NERC reliability standards, growth, and external
16 projects (e.g. Smart Grid). Examples of upgrades to be completed under this
17 program are Critical Infrastructure Protection version 5 (NERC requirement), Gas
18 Control Room Management (PHMSA requirement), WECC RC Advanced
19 Applications, and Technology Refresh (network and storage).
20
21 ER 5005: Technology Refresh to Sustain Business Process — 2015: $1,860,000
22 The Company manages an ongoing program to replace, on a systematic basis, aging
23 and obsolete technology under “refresh cycles” that are timed to optimize
24 hardware/software system changes or industry trends. An example of technology
25 managed under this program is the fleet of personal computers and other computing
26 devices used by field operations, power plant operators, call centers, and our general
27 office employees.
28
29 ER 5006: Technology Expansion to Enable Business Process — 2015: $647,000
30 This program facilitates technology growth throughout the Company, including
31 technology expansion for the entire workforce, business process automation and
32 increased technology to support efficient business processes. For example; when the
33 Company adds trucks to the fleet, communication equipment needs to be added to
34 the truck; as the Company hosts more customer data, disk storage needs to be
35 expanded, as customers expand their use of the website, additional computing
36 capacity is needed to support that functionality.
37
38 ER 5010: Enterprise Business Continuity — 2015: $56,000
39 Avista has developed an Enterprise Business Continuity Plan (EBCP) to facilitate
40 emergency response and business continuity activities in fulfillment of our mission
41 to deliver safe and reliable energy to our customers. The program supports the

Capital Projects
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EBCP objectives by providing an all-hazards framework for emergency response,
technology recovery, alternate facilities and business continuity activities. The
program provides communications and operational procedures necessary for efficient
response to events.

ER 5014: Enterprise Security — 2015: $470,000

There are three primary drivers of the increasing costs for Enterprise Security: cyber
security, physical security and regulatory requirements. Each plays a critical role in
supporting our delivery of safe and reliable energy to our customers.

Cyber Security

The security of our electric and natural gas infrastructure is a significant priority at a
national and state level, and is of critical importance to Avista. Threats from cyber
space, including viruses, phishing, and spyware, continue to test our industry’s
capabilities. While the sources of these malicious intentions are often unknown, it is
clear the methods are becoming more advanced and the attacks more persistent. In
addition to these threats, the vulnerabilities of hardware and software systems
continue to increase, especially with industrial control systems such as those
supporting the delivery of energy. For these reasons, Avista must continue to
advance its cyber security strategy and invest in security controls to prevent, detect,
and respond to these increasingly frequent and sophisticated attacks.

Physical Security

While considerable attention is focused on cyber security, physical security also
remains a concern for our industry. Physical security encompasses the aspects of
employee safety and the protective security of our facilities. Acts of theft, vandalism,
and sabotage of infrastructure not only result in property losses, but can also directly
impact our ability to serve customers. Securing remote unmanned or unmonitored
critical infrastructure is difficult, especially when traditional tools such as perimeter
fencing are not adequate. In response to these challenges, the Company has focused
its resources on remote detection and response, which is creating the need for
additional expertise and technology.

Regulatory Requirements

Advancing cyber threats continue to drive change in the regulatory landscape faced
by the Company. Early in 2013, President Obama issued the Executive Order
“Improving Critical Infrastructure Cybersecurity.” The Order directed the National
Institute of Standards and Technology to work with stakeholders in developing a
voluntary framework for reducing cyber risks to critical infrastructure. The
Framework consists of standards, guidelines, and best practices to promote the
protection of critical infrastructure. The Federal Energy Regulatory Commission also
issued Order 791 on November 22, 2013, approving the North American Electric
Reliability Corporation Critical Infrastructure Protection Standards, Version 5. Both
of these activities will increase our security-related operating costs because they
require the Company’s security controls and processes to conform to new standards,
guidelines, and best practices.

Capital Projects
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ER 5106: Next Generation Radio —2015: $365,000

This project refreshes Avista’s 20-year-old Land Mobile Radio system. The
Company maintains this private system because no public provider is capable of
supporting communications throughout our rural service territory. And, since our
systems comprise a portion of our nation’s critical infrastructure, Avista is required
to have a communication system that will operate in the event of a disaster. This
project fulfills a mandate from the Federal Communications Commission that all
licensees in the Industrial/Business Radio Pool migrate to spectrum efficient
narrowband technology.

ER 5121: Microwave Replacement with Fiber — 2015: $240,000

The company manages an ongoing program to systematically-replace aging and
obsolete technology under “refresh cycles” that are timed to optimize
hardware/software system changes. This project will replace aging microwave
communications technology with current technology to provide for high speed data
communications. These communication systems support relay and protection
schemes of the electrical transmission system. Reducing Avista's risk of failure of
these critical communication systems will have a significant impact on Avista's
transmission capacity and ability to serve our customers electrical needs.

ER 5138: Customer Information and Work and Asset Management System
Replacement — 2015: $8,300,000

The Company’s legacy Customer Information and Work and Asset Management
System has been in service for twenty years and was replaced in a multi-year effort
named “Project Compass.” The major applications replaced include the Company’s
Customer Service System, Work Management System, and the Electric and Gas
Meter Application. The primary replacement systems were Oracle’s Customer Care
& Billing application and International Business Machine’s (“IBM”) Maximo work
and asset management application. A portion of the Maximo system was enabled in
the fall of 2013, and the full System was placed in service in February 2015.

ER 5143: AvistaUtilities.com Redevelopment — 2015: $612,000

Like many businesses today, the Company is experiencing continued growth in the
use of its customer website, Avistautilities.com. The website was built in 2006-2007,
but because the technology landscape has advanced so quickly, the site does not
meet current web best practices for customer usability. This project will update and
improve the technology, overall web usability, and customer satisfaction. The
website is part of the Company’s strategy to provide customers a more effective
channel to meet their expectations for self-service options, including mobile access,
energy efficiency education, and to drive self-service as a means to lower transaction
costs.

ER 5144: Mobility in the Field — 2015: $37,000
The Mobility in the Field program is designed to increase the Company’s use of field
mobile dispatch for service employees equipped with mobile devices. This cost

Capital Projects
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supports the software maintenance agreements that will need to be in place in order
to maintain the new system.

Transportation (Oregon):

ER 7000: Transportation Equipment — 2015: $959,000

Expenditures are for the scheduled replacement of trucks, off-road construction
equipment and trailers that meet the Company's guidelines for replacement,
including age, mileage, hours of use and overall condition. This ER also, includes
additions to the fleet for new positions or crews working to support the maintenance
and construction of our natural gas operations.

General (Oregon):

ER 7001/7003: Structures and Improvements / Office Furniture - 2015:
$296,000/$104,000

This program is for the Capital Maintenance, Improvements, and Furniture budgets
at over 50 Avista offices and service centers (over 700,000 square feet in total).
Many of the service centers were built in the 1950's and 1960's and are starting to
show signs of severe aging. The program includes capital projects in all construction
disciplines (roofing, asphalt, electrical, plumbing, HVAC, energy efficiency projects
etc.).

ER 7005/7006: Capital Tools & Stores Equipment — 2015: $56,000/$167,000
This program is for equipment utilized in warehouses throughout the service
territory.  This includes equipment such as forklifts, man-lifts, shelving,
cutting/binding machines, etc. Expenditures in this category include all large tools
and instruments used throughout the company for natural gas and/or electric
construction and maintenance work, distribution, transmission, or generation
operations, telecommunications, and some fleet equipment (hoists, winch, etc.) not
permanently attached to the vehicle.

ER 7101: HVAC Renovation Project —2015: $955,000

The HVAC Renovation Project began in 2007. The HVAC Project is a systematic
replacement of the original 1956 Heating, Ventilation and Air Conditioning System
for the Service Building, Cafeteria/Auditorium and General Office Building. The
original HVAC equipment has been operating 24/7 since original construction in
1956. The Project entails a floor by floor evacuation and relocation of employees and
a complete demolition of each floor; including a massive Asbestos Abatement
component, and removing the original fire proofing on the basic steel structure. The
Project requires exhaustive demolition and reconstruction of each floor. Sustainable
energy savings and conservation are built into the Project as we apply for LEED
certification for each floor. The 5th, 4th, and 3rd floors have obtained LEED-CI
Gold status recognizing all of the renewable strategies we employed during the
design and construction phases. The goal of this project is to re-purpose and recycle
the entire Facility for the next generation of Avista employees. Life cycle costs

Capital Projects
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weighed heavily on our Construction Specifications and equipment choices during
the design phase. The design team chose energy efficient equipment that was
designed for 30 to 50 year life cycles.

ER 7126: Central Office Facility (COF) Long Term Campus Restructuring
Plan —2015: $435,000

The central operating facility (COF) campus restructuring plan, phase one, is a two-
year, multiple project plan to address material storage, field recovery operations, and
office space needs. Over the past few years, our warehouse material inventory has
increased and presently the materials are scattered in multiple locations on the COF,
due to them outgrowing their allocated space. The campus restructuring will increase
and consolidate their storage area, resulting in greater efficiencies for the warehouse
and field crews. In addition, two new structures will be built to consolidate
transformer recovery (both PCB and non-PCB), hazardous waste & material, and
investment recovery (recycling) operations. This will improve the safety and
efficiencies for collection of all field recovery materials, as well as provide a one-
stop drop location for field crews (instead of the three different locations on the COF
right now). Avista is also remodeling two existing areas in our service building that
will provide approximately 30 new cubicles, meeting rooms, and offices. This will
help accommodate our growth and may allow employees in leased spaces to return
to the COF, resulting in a reduction of leased space. In addition, savings are gained
as a result of line trucks and employees not having to travel and off-load waste
matter that is recyclable or hazardous.

ER 7131: Central Office Facility (COF) Long-Term Restructure Phase 2 —
2015: $174,000

Avista’s Central Office Facility (COF) Long Term Restructuring Plan, Phase 2
involves the construction of a new Fleet Vehicle Garage and four story parking
structure. By the end of 2015, facilities projects will add approximately 183 new
cubicles. Our parking lots will be beyond maximum capacity. The Company
currently leases space from Burlington Northern for employee parking. This lease
space could be at risk in the future, if Burlington needs the space. The Fleet Garage
is over 50 yrs old and is constrained. The new garage will allow for maintenance of
Compressed Natural Gas vehicles as the current building does not allow for this.
Once Fleet is relocated, there will be a distinct separation between
operational/service vehicles and employee vehicles. This separation will increase
safety by eliminating intermingling of pedestrians in work areas. The office building
& parking garage is projected to allow the Call Center and any leased facilities to
come back to Mission campus. The Ross Park conversion to office space will cover
any future employee expansion that will occur.

ER 7200: Apprentice Craft Training — 2015: $11,000

This program is for on-going capital improvements to support the essential skills
needed for journeyman workers, apprentices and pre-apprentices now and for the
future. It is important to provide the types of training scenarios that employees face
in the field. Capital expenditures under this program include items such as building

Capital Projects
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new facilities or expanding existing facilities, purchase of equipment needed, or
build out of realistic utility field infrastructure used to train employees. Examples
include: new or expanded shops, truck canopies, classrooms, backhoes and other
equipment, build out of “Safe City” located at the Company’s Jack Stewart training
facility in Spokane, which could include commercial and residential building
replicas, and distribution, transmission, smart grid, metering, gas and substation
infrastructure.

Natural Gas Distribution (Oregon):

ER 1001: Gas Revenue Growth Projects —2015: $3,846,000; 2016: $1,720,000
This annual program addresses costs to serve new loads for natural gas service. This
portion of the program includes the cost to construct new gas piping in order to
provide service to new customers.

ER 1050: Gas Meters Growth Projects — 2015: $658,000; 2016: $154,000

This annual program addresses costs to serve new loads for natural gas service. This
portion of the program includes the cost of new meters and the associated installation
of the aforementioned meters in order to provide service to new customers.

ER 1051: Gas Regulators Growth Projects — 2015: $52,000; 2016: $11,000

This annual program addresses costs to serve new loads for natural gas service. This
portion of the program includes the cost of new regulators and the associated
installation of the aforementioned regulators in order to provide service to new
customers.

ER 1053: Gas ERT Growth Projects — 2015: $237,000; 2016: $165,000
This annual program addresses costs to serve new loads for natural gas service. This
portion of the program includes the cost of new ERTs and the associated installation
of the aforementioned ERTs in order to provide service to new customers.

ER 3000: Gas Reinforcement — Minor Blanket - 2015: $761,000

Avista has an obligation to provide reliable gas service that is of adequate pressure
and capacity. Periodic reinforcement of the system is required to serve increased
demand reliably at existing service locations and new customers. This annual
program will identify and install new sections of gas main to improve the operating
reliability and performance of the gas distribution system. Execution of this program
on an annual basis will ensure the continuation of reliable gas service that is of
adequate pressure and capacity.

ER 3001: Replace Deteriorated Pipe —2015: $1,000,000

This annual project will replace sections of existing gas piping that are at-risk for
failure or have deteriorated within the gas system. This project will address the
replacement of sections of gas main that no longer operate reliably and/or safely.
Sections of the gas system require replacement due to many factors including
material failures, environmental impact, increased leak frequency, or coating

Capital Projects
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problems. This project will identify and replace sections of main to improve public
safety and system reliability.

ER 3002: Regulator Station Reliability Projects —2015: $387,000

This annual program will replace or upgrade existing regulator stations and meter
stations to current Avista standards. This program will address enhancements that
will improve system operating performance, enhance safety, replace inadequate or
antiquated equipment that is no longer supported, and ensure the reliable operation
of metering and regulating equipment.

ER 3003: Gas Replacement Street and Highways — 2015: $3,477,000

This annual project will replace sections of existing gas piping that require
replacement due to relocation or improvement of streets or highways in areas where
gas piping is installed. Avista installs many of its facilities in public right-of-way
under established franchise agreements. Avista is required under the franchise
agreements, in most cases, to relocate its facilities when they are in conflict with
road or highway improvements.

ER 3004: Cathodic Protection Projects — 2015: $50,000

This annual project upgrades, replaces, or installs cathodic protection systems
required to ensure compliance with PHMSA regulations regarding proper cathodic
protection of steel mains. This program will ensure appropriate cathodic protection
levels are maintained, reduce corrosion related failures, help prevent leaks within
steel pipeline systems, and enhance public safety.

ER 3005: Gas Distribution Non-Revenue Projects — 2015: $3,602,000

This annual project will replace sections of existing gas piping that require
replacement to improve the operation of the gas system, but are not directly linked to
new revenue. It includes replacement of pipe and facilities that are at the end of their
useful life or have failed. It also includes improvement in equipment and/or
technology to enhance system operation and/or maintenance, replacement of
obsolete facilities, replacement of main to improve cathodic performance, and
projects to improve public safety and/or improve system reliability.

ER 3006: Overbuild Pipe Replacement Projects — 2015: $828,000

This annual project will replace sections of existing gas piping that have experienced
encroachment or have been overbuilt [customer constructed improvements (i.e.,
decks, driveways, etc.)], which restricts the Company’s access to pipe. It will
address the replacement of sections of gas main that are no longer able to be
operated safely and will identify and replace sections of main to enhance public
safety. All types of overbuilds will be addressed with the primary focus of the
project being overbuilds in manufactured home developments.

ER 3007: Isolated Steel Replacement —2015: $850,000
The Company has implemented a special cathodic protection program for the
purpose of finding and addressing isolated steel in its natural gas piping systems.

Capital Projects
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ER 3008: Aldyl-A Replacement Project — 2015: $6,298,000

The Company is currently undergoing a 20 year program to systematically remove
and replace select portions of the DuPont Aldyl A medium density polyethylene pipe
in its natural gas distribution system in the States of Washington, Oregon and Idaho.
None of the subject pipe is “high pressure main pipe,” but rather, consists of
distribution mains at maximum operating pressures of 60 psi and pipe diameters
ranging from 1% to 4 inches.

ER 3054: Gas ERT Replacement Program — 2015: $402,000

This program covers labor required for the replacement of 19,500 natural gas
Encoder Receiver Transmitters (ERTs) annually for a 12-year cycle, beginning in the
year 2015. Analyses has identified that a levelized replacement strategy will
minimize the effect of unit failures as well as introduce new, levelized populations of
ERTs into the system for future predictive maintenance.

ER 3055: Natural Gas Meter Replacement Projects — 2015: $296,000

This annual program provides for replacement of natural gas meters and associated
measurement equipment, which are completed in association with the Gas Planned
Meter Change-out (PMC) program. Avista is required by commission rules and an
approved tariff in WA, ID, and OR to test meters for accuracy and ensure proper
metering performance. Execution of this program on an annual basis will ensure the
continuation of reliable gas measurement. This program includes the labor and
minor materials associated with the PMC program.

ER 3117: Gas Telemetry — 2015: $120,000

The projects will include the installation of six flow computers to replace existing
aging infrastructure. Additionally this project includes all new telemetry
installations, to include both wireless and hard-wired.

ER 3203: East Medford Reinforcement — 2015: $5,000,000

This project will complete the 12" high-pressure steel pipeline loop across the east
side of Medford, Oregon. The length of the remaining segment will be about 3.2
miles. Avista's Gas Integrated Resource Plan requires increased gas deliveries from
the TransCanada Pipeline source at Phoenix Road Gate Station in SE Medford.
Existing distribution piping exiting the station will be unable to receive the increased
gas volumes. A new high-pressure gas line encircling Medford to the east and tying
into an existing high pressure line in White City will improve delivery capacity and
provide a much needed reinforcement in the East Medford area, which is forecasting
higher growth.

Capital Projects
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ER 3303: Ladd Canyon Gate Station Upgrade — 2015: $1,650,000

The existing gate station has reached its physical capacity due to the growth in the
area and needs to be upgraded to support the gas load increases. The new Gate
Station will include separate regulation facilities to modify the existing system and
maintain service for the Union supply main and the Airport main extension along
Pierce Rd. The new facility will require heater, odorizer, regulation, and relief
facilities for the Avista site. New telemetry facilities will be installed at this location
as well. This project will accommodate the long term benefit of adding capacity to
the Elgin area once the 3 miles of HP is extended from Union to the Elgin HP line
out of La Grande.

ER 3307: Bonanza Gate Station Move — 2015: $600,000

Gas Transmission Northwest (GTN) has requested that we relocate the metering and
odorizing equipment at the Bonanza Meter Station to a nearby location. Working
with GTN to move this equipment will allow us to share the costs of this move
between parties.

ER 7201: Jackson Prairie Storage Projects — 2015: $131,000
These projects include capital maintenance to the Jackson Prairie Storage facility.

V. SUMMARY OF ADJUSTMENTS

Q. What is the change in natural gas rate base for the capital adjustments
included in this testimony?

A. Natural gas net rate base for capital investment increases $39,659,000 from
December 31, 2014 AMA results of operations balance of $164,239,000 to a December 31,
2015 EOP balance of $203,898,000. In addition, rate base increases $2,004,000 during
2016, related to new customer hookups, to the 2016 AMA balance of $205,902,000. The
total increase in net rate base from the 2014 base year is $41,663,000. Table No. 4 below

summarizes the adjustments for capital additions included in this case.

Capital Projects
UG 288 - Avista Corporation Final Brief Appendix B Page 14 of 92



SECTION 2
OF APPENDIX B
TO FINAL BRIEF
OF AVISTA CORPORATION
(Docket UG-288)

[Business Cases For Capital Projects]

(Avista/1401, Schuh)

UG 288 - Avista Corporation Final Brief Appendix B Page 15 0of 92




AVISTA/1401
Schuh

BEFORE THE
PUBLIC UTILITY COMMISSION OF OREGON

DOCKET NO. UG-288

KAREN K. SCHUH
Exhibit No. 1401

Capital Business Cases

UG 288 - Avista Corporation Final Brief Appendix B Page 16 of 92




Avista/1401
Schuh/Page 1

Table No. 1
General Plant Capital Projects - 2015 Transfers to Plant
2015
. Oregon
Project ER System Allocated
(000's) (000's)
SCADA Upgrade 2277  § 1,020 $ it |
Technology Refresh to Sustain
Business Process 5005 21,379 1,860
Technology Expansion to Enable
Business Process 5006 7.431 647
Enterprise Business Continuity 5010 649 56,
Enterprise Security Systems 5014 5,400 470
Next Generation Radio System 5106 4,200 365
|Microwave Replacement with Fiber 5121 2,755 240
Customer Informalion and Asset
System Replacement 5138 95,386 8,300
AvistaUtilities.com Redevelopment 5143 7,038 612
|Mobility in the Field 5144 420 37
Subtotal - Technology Projects 145,678 12,676
Transporiation Equipment 7000 7,834 959
Structures and Improvements 7001 3,400 296
Office Fumilure 7003 1,200 104
Stores Equipment 7005 648 56
Tools Lab & Shop Equipment 7006 1,719 167
Battery Storage Strategic Initiative” 7060 2,062 179
COF HVAC improvement 7101 10,979 955
Long Term Campus Re-Siructuring
Plan 7126 5,000 435
Long Term Campus Re-Structuring
Pian - Phase 2 7131 2,000 174
Apprentice Craft Training 7200 121 11
Subtotal - General Plant Projects 34,963 3,336)
TOTAL 5 180,641 § 18,012-I
]
2015
Business Case Ref. ER System OR Share _ Page #
ET-1 2277 1,019,999 88,760 4
ET-2 5005 21,378,623 1,860,368 8
ET-3 5006 7,431,367 646,678 10
ET-4 5010 648,814 56,460 12
ET-5 5014 5,399,818 469,892 14
ET-6 5106 4,200,000 365,484 16
ET-7 5121 2,755,148 239,753 18
L 5138 95,385,719 8,300,465
ET-8 5143 7.038,197 612,464 21
ET-9 5144 420,000 36,548 23
T-1 7000 7.834,114 959,402 25
G-1 7001 3,400,000 295,868 29
G-1 7003 1,200,000 104,424 29
G-2 7005 648,325 56,417 31
G-2 7006 1,719,060 166,994 31
i 7060 2,062,484 179,477
G-3 7101 10,978,826 955,377 33
G-4 7126 5,000,000 435,100 35
G-5 7131 2,000,000 174,040 37
G-6 7200 121,407 10,565 39

180,641,901 16,014,537

* - ER 5138 - Customer Information and Asset System Replacement - was
approved in Avista's previously filed general rate case, UG 284. For additional
information about the project, please see testimony at Avista/500-Avista/502
therein.

** - Following the completion of Avista's revenue requirement for this case, it
was identified thal this project was inadvertently included within the revenue
requirement and should have been excluded. We will correct this in our
subsequent capital update for this case. Therefore, no business case has been
included.
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Table No. 2
Oregon Gas Distribution Capital Projects - 2015 Transfers to Plant
2015
Oregon
Project ER System Allocated
(000's) (000’s)
Gas Revenue Growth Projects 1001 $ 13545 § 3,846
Gas Meters Growth Projects 1050 1,880 658
Gas Regulators Growth Projecls 1051 330 52|
Gas ERT Growth Projects 1053 678 237
Gas Reinforce - Minor Blanket 3000 1,481 761
Replace Deteriorating Gas System 3001 1,000 1,000
Regufator Reliable - Blanket 3002 947 387
Gas Replace - Street & Highway 3003 4,827 3,477
Calhodic Protection - Minor Blanket 3004 950 50
Gas Dislribution Non-Revenue Projects 3005 6,002 3,602
Overbuilt Pipe Replacement Projects 3006 900 828
Isolated Steel 3007 3,450 850
Aldyl-A Pipe Replacement 3008 18,317 6,298
Gas ERT Replacement Program 3054 402 402
Gas Meter Replacement 3055 1,030 296
Gas Telemetry 3117 400 120
East Medford Reinforcement 3203 5,000 5,000
Ladd Canyon Gate Station Upgrade 3303 1,650 1,650
Bonanza Gate Station Move 3307 600 600
Jackson Prairie Storage 7201 1,356 131
TOTAL $ 64,745 $ 30,245
2015
Oregon
Busi Case Ref. ER System Allocated  Page #
NGD-1 1001 13,545,067 3,845,749 41
NGD-1 1050 1,880,298 658,104 41
NGD-1 1051 329,584 51,844 41
NGD-1 1053 678,333 237,417 41
NGD-2 3000 1,480,886 760,886 43
NGD-3 3001 1,000,000 1,000,000 45
NGD-4 3002 947,300 387,299 47
NGD-5 3003 4,827 444 3,477,444 49
NGD-6 3004 950,003 49,999 51
NGD-7 3005 6,001,954 3,601,954 53
NGD-8 3006 900,000 828,000 55
NGD-9 3007 3,450,000 850,011 57
NGD-10 3008 18,317,429 6,298,198 59
NGD-11 3054 401,891 401,891 62
NGD-12 3055 1,030,000 295,559 64
NGD-13 3117 400,000 120,000 66
NGD-14 3203 4,999,907 4,999,907 68
NGD-15 3303 1,650,000 1,650,000 70
NGD-16 3307 600,485 600,485 73
NGD-17 7201 1,356,300 130,883 75
64,746,881 30,245,629
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Table No. 3
Oregon Gas New Customer Hookups- 2016 AMA Transfers to Plant
2016
Project ER Oregon
(000's)
Gas Revenue Growth Projects 1001 $ 1,720
Gas Meters Growth Projects 1050 154
Gas Regulators Growth Projecls 1051 11
Gas ERT Growth Projects 1053 165
TOTAL $ 2,050
Oregon
Busi Case Ref. ER llocated Page #
NGD-1 1001 1,719,609 41
NGD-1 1050 153,771 41
NGD-1 1051 11,372 41
NGD-1 1053 164,672 41
2,049,424

UG 288 - Avista Corporation Final Brief Appendix B Page 19 of 92



Avista/1401
Schuh/Page 4

J0NE PUE OOS - YaVOSISIED

WO

PLOZERLL Pl ¥ jo | abed
=
[2a]
000'200°T $ - S | 8ST'L8% $ | 000'200°T $ 19T0Z
000°020°T s = S | 9Z6'ELY $ | 000°'020°T S |sToz
005'820°T S : 3 - $ | 00S°060°T S |vToT
1122 3 $ - $ - s - $ |snonaug
:(a1qe2njdde e 3sY) 513 pajenossy paaosddy 5350 Jay10 1503 W80 150) |eude)
smojd4 yse) wesSosd
suonesado
ul sagdueyd (ajqexdde
[[SUCINEYRII 1) 2AnEUIRYE JO SweU
0 - $ - [ - $ | Aue aguossp PaI3pISU0D 8J3M Jey] Suondo JSYI0 IqUISIQ| JoLg : JWDN £ FARDUIAY|
suonesado
u sa3ueyd (3/qo21ddo
|eyusawaoul i) 3agousayo Jo
0 - s - $ - $ | Aueaquossp paJapisuod 31am Jey) suondo Jaylo AqUISIQ| WU fHUg 7 AAIDWIY
suonessde
ul segdueyd (3/9021ddo
|BusWwaiow 41} sanpuiayo fo
z - $ - $ - ¢ | Auesquassp paJapisucd 31am eyl suondo J3Ylo 3quUIS3Q| Wou foug (T anI0WIYY
spedun “spaau (9|DS ‘Auore|ngay 59
ue)dwos JaY10 183w 0] suoisuedxe paJinbai Jo) 3jqeuns 3q 30u Aew Jo Aew Yymosd
pue Ajpiqeljas 104 Ayaeded |BUORIPPY "S.RJIES [RUN B2IAJRS Ul UIBRWA. pInom Juawdinbs
WwsAs 3131050 "sasuade uonesnl| pue ‘sanjeuad [erueuy ‘SSurpuly Jpne
F4q 000°00S $ | ooo‘00T S - § |aajeSau 24a425| 2A1ESaU LI 3 NSSL pjnom ssanpeld pue sapliqedes [euonesado jueydwod-uon :weidolg papunjun
302G NSy SsdUISNg SIS0) JBINQ 150) NS0 150D Jeude) JJUBULIONIY ‘sanneuwsaly
(seaszzg)fasesnuy) - Aewwng 356 [enuuy
‘(28e103s pue ysoMIBU) ysaysy
ASojouyaa] pue ‘suonedijddy pasueapy DY J2IM ‘(Juswasnbal ySINHA) JuswaTeury wWooy [0Qu0)
3Pk 3y seD ‘Juawiannbal DYIN) S uBISISA UORIBI0] BIMPNIISEIU] [ednL) d1e wesdoud siyl Japun palsjdwod
MIU ‘j0.U0D 2q 01 sapesddn o saidwex3 “(puo Wews ‘8'3) s1o9foid jeusaixe pue ‘Yamols ‘spiepuels Aupgesal D¥IN
@ smeisianag |  Suipnpul ‘sjuswaiinbas sayio Aq pazeniul 3q Aew sapesddn walsAs awos “spuawalinbal pue spiepuels
‘quawdinba |evoiesado mau 193w 0} samIqeded Jo JuaAoldap se |jam se ‘sapeiddn wajsAs Suipesado pue ‘@remyos
papesddn ‘3JempJey JE pApNaU| "suteIsued Sunsie 03 3np sepesddn Juswdinbs Alessadau lepowwodde
‘ouewsopad Jouues Jo ‘Aypeded pasealsul annbaj ‘saal| jnyasn JIBY3 JO pus ayy Yoeas Ay se swdysAs Sunndwod
[4 = S | 9ze’sLt $ | 000980t S panoudu puE SUOREJIUNWWIOIBS) J3IUBD [O1U0D seF pue D133 Suisd sapeiSdn Jo/pue sasejdas weiSoud siy)
34005 Jsiy ssaulsng SI50) 330 S0 W30 1503 jeude) SIUBUUOM3 :uondsag weiSold puawwoddy
(aseanaq)/sseanu) - Aeuwwung 1509 [enuuy INVNFE 12U0IG JUSWISSASSY DHIYOHIAN/DDIAM  2dua1ayey “dayfazepueiy
‘weibolg ‘hioga1e7)
$204N0S3. pUR 3INP3SYSS '1SO2 punose Auieuao :wﬂ sty weadoud suAzodoy uoQq :10suodg
0l => PUB G< UOHINPIY XSiY Sssuisng qS1y ssauisng J3JBNUISOY JsuiesHppIqeD peig/ueti4 bieso Haumg
Ayoedeo 3 Ayjigeliay 2iEaens suoneladQ waisAs - vavos - a¥L redsy “1dag
%00°L ‘jepueuly we.boid Jea) 0z SWeiBwWI | yuonein(
SpMISSISY 005°986$ S! gL-£10Z Jwe [eyided abesany unourny pajsenibay

20N PUe OOS - VOVIS

IFWEN JUBUISIAUY

ase) ssauisng weuboid [ende)

YISIREY

Page 20 of 92

UG 288 - Avista Corporation Final Brief Appendix B



Avista/1401
Schuh/Page 5

SIME P QOS ~ YT =] Lz=4

~
[4a)

w:N..M.._.: ‘paauig vioz Ommn_
(14385} "Ajod I
iabeuspoyang ey (4 ool L o0
SIMEUBIS  pamainay 93— .
3 — | T
Yy —
[ _
ammeufis  pasedaly J
343y |d) 3Y3 JO BWeU 3y Ul (|14
2134 |d) 3Y) JO dweu sy3 Ui fji4 :2unsea Ig)
U Wan0I0W| S0UBULIOYRg Paisadng
{s)s03e31pUy BdUBWIOUDY A3)
i rAvﬂw.ﬂ:um_rrﬂ._oﬂEM e w.h_ﬂ&mh J0u mm.o_u w_.p._t PaUALY 30N 20 ON[7] uuo) yeve - SIA ] ool
papiaosd 3q (|1 4BIS AjSH1| MOy Jo 3suas [esua e ! Paanb3Y 30N 40 ON[7] w0z ypene - s3] :sj00) [euder
3P1A0Id 03 pUE PIIILIUDD U SABY SIBUMO DIINOS3S | paunboy 10N 10 ON[7] oy ene - SIA[ ] ‘sai)oeS oN7] su] -10ge] PEAUOD
I o = o PInoLsseX0a L DY 7 - ) ds Au1qeqo.d YBiH Augeqo.d unipap Aaqeqoud Mo C eje. 191U
110D pue (Wil 3yt xoq sjeudosdde sy psyy | onf] oy PERe - ST yos) aspdszug d YGH[ 7] P[] #o1T] :Anjigepeay 1oge [ewsaiu
AR, Ok SR {paya0110 &gsnn.n puo susof .ﬁmzu@ isyuswaInbay sanosay
Sl = 3l sl = sl = $] - $ 1e101}
I s|_- e sI = S| - S of
-paedwi jou e S = 3 - $ = 3 - $ B 3 o._
suones3do jue;idwod pue 3|gensl 1eYy3 2UNSSE 0] PIJBNjeAs S - [3 - S - < - $ - $ o}
Aj2so]3 3q 03 pasu wesFoud siyy 01 SIN) "SyudWSAINDIL S = $ - 3 = 3 - 3 - $ a—
AiojejnSas pue |euonesado mau pue ‘sguawannbas Ayedes S - S - ¢ - [3 = $ - $ o_
paseassul ‘8| [Tyasn o pua ‘SuIpnoul SUOSE3AS JO J13qINY 3 = $ - $ - 3 = [ - S of
€ 10} Swa)sAs Sundwod pue SUOKEIUNLIWOID|3] JaJuUl $ = $ - 3 - 3 = S = 3 o_
10J1u02 Junsixs sopes3dn so/pue saoejdas weiFoud siy| $ - S - $ - 3 - S = S |o-
:suoRedyRSne [euonIppy S - S - 3 - $ - 3 - $ ol
sl - = $f = SyL_= $| - S 0|
yswabeueyy wooy joRuUOY seS suohesado S| - ] S| - sl = S _:= $ o]
Auoyjne Bupueleq pue ‘suonedlunwwe? ‘uonosiold ) = $ = S = $ = $ - $ o}
ainmongsequl [ednuo ‘suofjesado uolssiwsues) S - S - S - S - S = S o}
‘suonesado Aouabiaws SSAUPPE M YdIym S = S ~ S - S = S - S 0}
pajoadxa ase spiepuels pabueys pue maN -pabueyd $ - s - S - $ - S - S of
Ajjenuguod Buteq ase spiepuels Alligelies DYIN s| - s - s - s| - sl - S [7573
:(srqeaijdde j1} 3daa0x3 ayepueil| 3oL 6102 8102 £102 9102 ST0¢ ¥l
0052209 S = S | 1S6'Y90°E $ | 005600°L $ liewl
- S - $ | zrE8YS $ | oo0'0zZ6 $ |+0z0¢
000°€T0'T S = S | LTEEES $ | 000°€10°T $ |6T0T
000°0Z6 $ - S | EZE'8TS $ | 000076 $ |8T0T
| | 000't0°'T S 3 S | S16°€0S $ | 000vP0O'T S [£10T

ases ssauisng welboid jeyuden

Page 21 of 92

UG 288 - Avista Corporation Final Brief Appendix B



Avista/1401

2IN8 PIT DOS - VOVIRSHTD S9N donseQUETSAsIas/ND

PIOZSOL L oA $jog UQN&

- —
& |
m L]
= = L
5 2 - _el
2 S 3
2] . 1 b
- ’ T
:; Y ."._
' i H
R 4 = N .”“
-UOU §O S32ULISU) AUE WIJY J|NSas A S er 5 |
sanjeuad |eueuly JuedyiuBis Ajjlenualod “t ’ £ <
‘sseah g Arana pawnsopad ase . ¥ M X
SUPME SNUBUQ “3UNYITUISRIHUL (B AR e - === ks

0 uoiIRI0sd BuipreBa) UIWSINDAI EY BE B Taw 3

9ARY SPIEPURIS DYIN SSIMIBIIUDIDDIR e B s L SZIWILiw o3 paziumdo a.e swypsodje |00 uonesqo JNa 3331w 03 uonesuRs
pue [©1sAyd pazisoyIneun wouy B mams 1snlpe 03 540143UB8 0] Panss} A||EIRWOINE 3. SJ0JIU0T “WUEISUL JeY] Je Aouanbay
- . o = AIUAXD &
Lo TR

w31sAs 3yl pue 'ssfes R 3seyaund pIIILIUOD ‘PRO| JBWOISNI INC U PIseq uonesygo
NemeIaw o FUILIBIBP YDIYm SPUOIAS JN0J AJSAS JNII0 SUONIRIND|ed PajeaIne

SWNSAS |2INLD 109104d 03 pafojdap ==
e S3UNSEIW U010 SNoJIWNN

|

ReRE

e — UORIFOL BIMPINNSEYU] [ ‘uonesaUaF pue ‘a3uByDI3UI ‘pPEO| USIMIS] SDUR|Eg 343 UIRIUIEW O] — AJuoyIny Suuejeg

1311

RERNIRRERE
il

ﬂ:
il

HHE]

tua!:';aig sy
apeacenLee

g
HH
menmesasog

‘.wucwo 1o3u0] dnyaeg Sy3 Jo uCIEAlDE pUE ‘35U0ds3) 2oUBQUNISIP
‘Buippays peo| ‘uoneI01SaI LIRS YIR|q Se Yyans suonenys AJuaSiaws 01 puodsas
01 pauled) aJe s101e49d0 "AUIGEIRS WISAS JINSSE O SIIIOYINE |2ucidal pue SWidSAs

3uiogqyIBu LM SIN330 UOREIIUNUILIOI JUBISUOD “SUONIPUOD |euiouqe 03 puodsa)
ii:m.-w-m.ndmumm.m.mum T 36006 pue ‘a3ey0n wasAs Uigquiew ‘suonesado Suyoums wioged ASyL HIOP-aYI-punos

\rll..u.ltnﬂll"klﬂ”_.ﬂuiu‘qt‘ﬂﬁw._

St C R M S U N IR R m:o_uic8 Ewﬁt Joyuow ﬂouEuno wasAS paILR) — suonesedQ uoissiusues ._. i g FIANPOLY3 ST LT 00000000

BATT NE-F ==

—— e —— — ——— ——— — ]

SIS e ———— - — - —

03 popualul si Paloud syzjeym
21e21UNWWOod djay 03 PAPUIWUIOIR ik

s1 ydesd e Juipinosd “upauaq |dy O3
11p 01 2ejd e apnoad 03 Si ydesd siy)

)
Jsebeuepypopauia ] {(fuessaosu 1} L

3 ¢ ] ainjeubis maay Aueq a0 _

= 7 L |
90

[ERS TR Ry IV

ase) ssauisng weiboid [eydes

Page 22 of 92

UG 288 - Avista Corporation Final Brief Appendix B



Capital Program Business Case

ning Group _

Review Cycles

2012-2016

Template

Date

Rationale for decision

To be completed by Capital Plan
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Avista/1401

Schuh/Page 8
Capltal Program Business Case

Awista ET-2
Investment Name: Technology Relresh to Susialn Business Procd
Refuested Amount 5 = 16,362,243 |Assessments:
Durallon/Timeframe 70 Year Program Financlal: Medium - >= 5% & <9% CIRR
Dept., Area: TSIt Steategic: Llfe Cycle Pragrams
Owner: Jacob ReldtJim Corder Operatlonal: Operallons require execulion {o perform at current levels
Sponsor: Jim Kensak RBusiness Risk: educlion >5 and <= 10
Calegory: Program Program Risk: THigh carainly d cosl, schedule and
Mandate/Reg. Reference;  n/a A Score; 89 Annual Cost Summary - Increase/(Decrease) ] )
|Recommend Program Descriptton: Performance Capltal Cost 0&M Cost Other Costs _|Buslness Risk Score|
This program !s In place to provide for technology refresh In allgnment with the roadmaps for application | This program | $ 15,362,243 $ . 15
and technology lifecycles, The continuation of technology refresh programs provides benefit to Avista by pravides far
providing a stable and rellable application and computing platform to allow for the safe and rellable current
operation of our electric and gas Infrastructures, technologles
for the normal
operation of
the buslness
Annual Cost Summary - Increase/(Decrease)
Alternatives: Performance Capital Cost O&M Cost Other Costs _ |Business Risk Score
Unfunded Program: Not doing this program will result in four major Impacts: 1) Reductlon of 62 The $ - $ 1,895,751 20
staff members with key [nstitutlonal knowledge 2) Decrease In business performance of
process efficiency 3) increase In O&M labor to support the technalogy 4) the computing
increase technology outages Impacting the operations of the busi technology at
Technology Refresh This program is in place to provide for technology refresh in alignment with This program | $ 15,362,243 | § - $ - 15
Programs the roadmaps for application and technology lifecycles, The continuation of provides for
technology refresh programs provides benefit to Avista by providing a stable current
and rellable applicatlon and computing platform to allow for the safe and technologles
rellable operation of our electrlc and gas Infrastructures. for the normal
Alternative 2: Brief name |Describe other optlons that were considered descrlbeany | § - $ . $ - i}
of aiternotive fif Incremental
|appiicable) changes in
operalions
Alternative 3 Neme: Briefl |Describe other options that were considered describeany | & - $ - s - [}
name of alternative (If Incremental
applicable) changes In
operatlons
Program Cash Flows Assoclated Evs {list all applicable):
5 years of costs 5005
Capltal Cost O8M Cost QOther Costs Approved
9,973,758 | 5 - 9,973,758
2013 10,019,774 | & = 2 - 11,110,491
2014 12,129,043 | § 4 15,362,243
2015 13,949,536 | 5 - 3 - v 16,094,833
2016 17,183,753 | § B K = B 16,094,833
2017 19,031,035 | § - - . 5 16,094,833
2018 . ] B E . 18,004,833
2019 . > - E 3 20,094,833
Total 72,313,141 - - 102,825,824

Mandate Excerpt (I aj
provide brief cilation of the law or regulation and a reference number If possible

Additlonal Justificatlons:

Technology refresh program costs increase year over year to two main reasons, The first s because of the continuous technelogical evolution which causes oblok Manufact continue to upg
and Improve thetr systems to provide Improved performance and function. This in turp requires compantes to replace system on a perlodic basls to malntaln reliabllity and functionality. The second maln
reason Is due to the addition of new hardware and software to support new business requirements and growth. New equipment purchased under Technology Expansion Program will have to be refreshed
in 3-S years adding to the refresh budget. For example, infrastructure refresh costs the Increase from year to year due to prlor years spend |n Technology Expanslon, roughly $800K in Distributed Systems
and $500K in Netwark Systems per year. Business Application Expansion |s up between 2011 & 2012 because of the Incluslon of some small to medium prajects Into the expansion program.

o

es Requl ({request forms and appravais attached)
| Check the appropriate box, The internal and contract
Internal Labor Availabllity: OJLow probobitty (] ttedum probabivty (21 High probabity  Enterprise Tech: (2 ¥Es - attach form Cnoar ot Regurad | i outd be chacked to fndleate ([ the
Contract Labor: YES Ono Facllitles: YES - sltach form OnooritotRequred | resourcq ownars have baon contacted and to provide
Capital Tools: [ ves - atiach forn Hoor Hot Required | & genaral sanse of haw |Ikaly staff will be provided
Fleet: O ves - atach form HOor Hot Requred | {this does not requlra a firm committment}.
Page 1 of 2 AT OIS o £ Caueh gy RS B s i Prsca Prog-am B e s Pt
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LuisTa ET-2

Key Perfarmance Indlcator(s}

ctod Performance Impravenents
[kpi Measure: Fill in the name of the KFl here |

| Fill in the name of the KPI here i

Prepared signalure

Reviewad signature

Director/Manager
Other Party Review signalure ml/l ﬁ/{aﬁl A %M“-—?“
(If necessary) b U Direclor/Manager

This space Is {o be used for photographs, charts, or olher dala thai may be useful in evaulating (he Program

To be complated by Capital Planning Group

Ratlonale for declsl Raview Cycles
2012-2016
Date Template
Page 2 0f 2 YOI 30 Pt P Caben ot A 0 Ba00 Iy el sl Pingras Busrena Cale v Review
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AnisTa ET-3
[investment Name: Technology Expansion 1o Enable Business Pro
R d 3 3,836,572 |Asse U
Duratlon/Timeframe 10 Vear Program |Financial: 7.00%
Dept.., Aren: Enterprise Tt qy | Strategle: Aglle Technology Piatforms
Owimer: Jacob ReldV/Jim Corder | Business Risk: BusIness Risk Reduclion >6 and <= 10
Sponsor: Jim Kenaok Program Risk: High cartalnty around cosl, schedule and
Category: ‘Program
Mandate/Reg. Refarance: n/a A Score: HNAME? Annual Cost Summary - Increase/(Decrease
Recommend Program Description: Performance Capital Cost O&M Cost Other Costs Iness Risk Score
This program facllities the technology growth throughout the compeny. This includes technalogy $ 4,635,572 | § - S - L]
expansion for the entlre workforce, busi process tlon and increases in technology to support
efficlent business processes.
Annusl Cost Summary - Increase/{Decrease;
Alternatives; Performance Capital Cost O&M Cost Other Costs | Business Risk Score
Unfunded Program: Without funding this program will not be abla to deliver technology assets nfa $ - $ - $ - 15
and application enhancement to provide for growth of the technology base
ar imp ts to In-house developed applicatl Ac quence of not
funding this program will be the loss of 20+ application FTE's who posess
business knawledge that is not quickly or easlly replaced,
Alternative 1: Brief nome |This program facllities the technology growth throughout the company. This 5 4,635,572 | § - $ - 5
of oiternative (if Includes technalogy expansion for the entlre workforce, business process
applicable) tlon and | In technology to support efficlent business
processes,
Alternative 2: Brief name B $ S 0
of alternative (lf
applicable)
Alternative 3 Nome : Brief S - $ - s - 0
name of aiternative (if
applicable)
Program Cash Flows
Capital Cost O&M Cost Other Costs Approved Assoclated Ecs (list all applicable}:
Previous| § 7,792,700 | - - 7,792,700 5008
2013 § 7,675,945 | § - . 5,648,113
2014 7,835,572 § s 4,635,572
2015 8,083,991 - s 5,199,088
2016 7,559,840 - - 5,535,539
2017 8,330,445 - - 5,799,088 amounts same as 2012 less 820k moved to new Enterprise Securlty
2018 - = - 5,799,088
2019 . - - ?.495,;1?_
Totol 39,485,893 - 5 40,712,722 business case
| ER 2013 2014 2015 2016 2017 Tatal Mundate Excerpt (if applicable):
5006 3 7,675,945 7,835,572 8,083,991 | § 7,558,940 8,330,445 39,485,893 na
] - - - - - L] -
0 : . . - . ] :
0 = 3 . = A
0 E -
0 - - - B -
0 R . R a a Z
0 - = . o ] Additional Justifications:
L] 9 - - - E - - < |Technology Expansion |s belng reduced In 2012 because the
0 - - - $ = - - security specific ltems are belng moved to an Enterprise
0 = = = = 3 Security business case, The CIRR for this business case Is an
0 = £ = = = = approximatlon because the Items in this business case are
0 . z = S - E - 5o Interconnected with other department’s Initiatives It Is
0 . - . i - = |35 - very difficult to calculate.
0 . 3 » * = 13 -
(] $ Sl £ - 13 - - - | -
Total > 7,675,945 | & 7,835,572 | §  B,083,991 7,559,940 8,330,445 | 5 39,485,893
Resaurcas Requirements: (request forms and opprovals attached)
Internal Labor Avallabllity: Low Probabliity ] Medium Probabiity High Prodabity  Enterprise Tech: YES - attach form I 40 or Not Requteed ' ﬁ,‘;ﬁ:::.:‘:ﬁ:mr: :hzkg‘::}::;:ll:?: J‘:""m |
Contract Labor: Oves One Facllitles: [ ¥Es - atiach form HO or Not Requlted { resource owners have been cantacted and to provide
Capital Tools: [ ves - attach form 1O or Not Required | a genaral sense of how likely staff will be provided
Fleet: O ves - aach form 1O or Not Required | {this does not require a firm committment). |

Key Performance indicator(s)

Expected Parformance Improvementy
1KPI Measure: Fill in the name of the KP\ here
|

Fill In the name of the KPI here

Page 10f 2
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Capltal Program Business Case ET-3
ALwisva
Prepared  signalure
12 — —_— ————— e
e SeH052
1 - v —_————————— —_—
a=m-Serlesd Reviewed  signalure
08 {———===prapctFORE -~ == E— Director/Manager
—poly, (Sarfes]
0.6 e e - :
~
Other Party Revlew signalure } ‘l kfbur{i 5‘( {/c%'hé"
0.4 = - e - (If necessary) * (ireclor/Manager
0.2 — | This graph Is to provide a place to direct
. the KPi benefit. Providing a graph is
o - — - | ded to help I
1 what the projectis [ntended to

Please ses allachment for descriptions of the work completed under thie program.

To be completed by Caplital Planning Group

Rationale for decision

Reviaw Cycles
2012-2016

Date

Page 2 of 2

UG 288 - Avista Corporation Final Brief Appendix B

Prety 11051
oaram b Ce

Page 27 of 92



Avista/1401
Schuh/Page 12

Capltal Program Business Case ET-4
LuwisTa
Tnvestment Name; Entorpriso Business Cantinulty Plan
Requested Amount WZEEU Ass
Duration/Timeframe & Year Pragram Financlal: High - Exceeds 12% CIRR
Dept.., Area: “Enferprise Technology trategi ther
Owner: ay StoreylJim Corder Operational: Operations improved beyond current Ievels
Sponsor: “Jim Kensok Business Risk: educlion >10 and <= 16
Category: _Program Program Risk: High cerlalnly around cosl, schedule and resources
Mandate/Reg, Reference: nfa A Score: 108 Annual Cost Summinry - Increase/(Decrease)
R d Program Dascript Parformance Caplial Cost 0&M Cost Other Costs | Business Risk Score|
Avista has developed an Enterprise Business Contlnuity Plan (EBCP) to facllitate emergency response and Thisisarisk | $ 482,000 | $ 498,755 4
husiness continulty actlvities In fulfifiment of our mission, The program supparts the Enterprise Buslness mitigation
Contlnuity objectives by praviding an all-hazards framework for emergency response, technology program
recovery, alternate facllitles and business continulty activities. Tha program provides communlcations,
escalation and operations! procedures y for efficlent response to events, See "Additional
Justiftcations:" for more informatlon.
Annusl Cost § y - Increase/(Decrease)
Alternatives: Performance Capltal Cost Q&M Cost Other Costs Risk Score
Unfunded Program: Without this program the company's abllity to prepare for and respond to nfa $ . $ - s - 25
|lemergency evant will be diminished. This will hava the effect of creating
|longer defays In the restoration of business services for our customer and
|shareholders, potentlally aven action by the utlility Ission against Avista,
Alternative 1: 8rief name |Avista has developed an Enterprise Business Contlnulty Plan (EBCP) to Thislsarisk | $ 482,000 | $ 498,755 | § . 4
of alternative (If facllitate Y resp and busl continulty actlvities [n fulliliment raitigation
applicable) of our misston. program
The program supports the Enterprise Business Continuity objectives by
Alternative 2: Brlef name |Desctlbe other options that were considered descrlbeany | & - $ - $ - )
of aiternative (if Incremental
applicable) changes in
operatlons
Alternative 3 Name : Brief |Describe other options that were consldered descrlbe any | § - s . $ - 0
name of alternative (If Incremental
applicable) changes in
operations
Program Cash Flows Assoclated Ers (list all applicable):
5 years of costs 5010
Capital Cost OBM Cost Other Costs Approved
E 482,000 482,000
2012 482,000 | § 488,838 - . 482,000
2013 600,000 | 549,558 | § 482,000
2014| $ 600,000 610,278 & 482,000
2015] & 450,000 655,818 | § - 450,000
2016] § 450,000 | 5 701,358 | § - 450,000
2017 450,000 | 5 746,898 - 450,000
2018 450,000 | & 792,438 - 450,000
2019 - > - - > 450,000
Total 3,482,000 [§ 4,545,186 | § I 3 3,696,000

Mandate Excerpt {If appilcabla):

nfa

Additional Justifications:

Support of the Enterprise Business Continuity Plan mitigates risk and minimizes the impact on the shareholders, customers, employees, and the community during and following an Incident requiring

sctivation of the EBCP. Through the develop t and mal e of standardized misslon critical plans and comprehensive allernate facllities planning, exercises and testing, the response, recovery and

restoratlon efforts ara synchronized, which in turn, lowers the Hsk of direct, indirect, tangible or Intangible losses. Through on-going development, malntenance, review, and testing of the critical alternate

operating procedures in support of critical business processes, process and procedure gaps are tdentiied. This process will ensure the readiness of systems, procedures, processes, and people during
gency operations and provide an envir t of constant Improvement.

Resources Requirements: {request forms and upprovals attached)

. | Chack the apprapriate box, The internal and contrat
Internal Labor Availablilty: [ Low protabiity DO ttesumprobabinty [ tugh Provabiity  Enterprise Tech: [ ves - swach torm 110 or Not Reqered 1 ppropriate box. Tha internal and contract |

2 { labor boxes should be checked to Indlcate If the
Contract Labor: YES Do Facllities: YUS - attach forin Ot or ot Required | resource owners have been cantacted and to provide
Capital Tools: [ ves - atach form toor tlotReaulred | a general sense of how likely staft will be provided |
Fleet: A ves - altach form 1O or Hot Required | (this does not require a firm commiitment). |
Page 1 of 2 Paatod 1105 2014
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Avista/1401

Schuh/Page 13
Capltal Program Business Case ET-4

Llwisoa

Key Performance indicator(s)

ected Parformanca Im nit
KPI Measure: Fill in the name of the KP| here |
Fill In the name of the KPL here |

Prepared slgnalure

Reviewed  signalure

Direclor/Manager

Other Party Review signature L/Y\ h a MM_’ 2 yf MU

(if necessary) DirectorfManager

The Program is planned to includs the following Projects in the next & years:

1, Enlergrise Business Continulty management soltware

2. Alternale facililles Infrastructure

3. Includes AFM/OMT In Disaster Recovery

4. Includes Moblle Dispatch in Disaster Recovery

5. Includles AMR systems(Fixed nelwark, AutoS0I, MV80, olhers) In Disaster Recovery
8. Filesystem expanslon in Disasler Recovery

To be completed by Capltal Planning Group

Ratlonale for declslon Ravlew Cycles
2012-2016
Date Template
Page 2 o' 2 GO TR AN AL L Cam T e B l:':‘l‘(?:’:?f’f::
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LuisTa

Investment Name:

EﬁhrEﬂl; Securlly

Capltal Program Business Case

Avista/1401
Schuh/Page 14

ET-5

|Requested Amount Assessments:
Ouration/Timelrame 10 Year Program Financial 12%
Dept., Area: Enlerprise Technol Strategle: Aglle Techn Platforms
Owner: y SloreylJim Corder Business Risk: Business Risk Reduclion >6 and <= 10
Sp i Jim Kensok Program Risk: High cerlalnly around cosal, schedule and resources
Category: Program
Mandate/Rog. Reference: nfa A Score: #NAME? Annual Cost Summary - Inmne‘jun:mul
Rec d Program Descriptl Parformance Capital Cost 08M Cost Other Costs | Business Risk Score
This pregram Is to maintaln and improve all securlty aspects to protect people, assets, Informatlon & ) 1,836,932 | $ . B - 9
oparatlons through projects, activities and polices, It will also ge the ber of security Incld. at
level that aligns with our corporate risk expectatlons, Additionally it will increase the culture of securlty
through education and training.
Annusl Cost Summary - Intrease/(Decraase)
Alternatives: Perl Caplital Cost Q&M Cost Other Costs | Buslness Risk Score
Unfunded Program: Address Issues related to violations of the security and compllance as they The risk of $ - $ 5,000,000 15
arise and pay fines as there are assessed, sacurity
Incidents
Increases
Alternative 1: Brief name |Thls program is to malntaln and improve all security aspects to protect Decreasesthe | § 1,836,932 | § - $ - 9
of alternative (if people, assets, Information & operatlans through projects, activitles and likelihoad or
applicable) polices, It will also manage the number of security incldents at |evel that severity of
aligns with our corporate risk expectatians, Additionally It will increase the security
|culture of securlty through education and tralning. Incldents
Alternative 2: Brief name $ - |s =1 . 0
of olternative {if
applicable)
Alternative 3 Name : Brief s - s $ E 0
name of alternatlve (if
applicabie)
Program Cash Flows
Capltal Cost O&M Cost Other Costs Approved |Associated Ers {iist all applicable):
Previous 1,885,000 | 5 - - 1,885,000 From 5014
2013{ 5 1,885,000 | & - - 1,510,000
2014 1,885,000 - = 1,935,000
2015 1,885,000 = I : 3,200,000
2016) 1,885,000 - | - 3,200,000
2017} 1,885,000 - |8 3,200,000
2018 - 3,200,000 |
2019 . 5 - 5 3,200,000
Total 9,425,000 | § o - 19,445,000
ER 2013 2014 2015 2016 2017 Total |M|ndnle Excerpt (If applicable):
] - | The program Is not mandalory however project under
E . the scope of lhis business case may be mandatory
. base on their specliic requirements.
5014 1,885,000 | 5 1,885,000 1,885,000 1,885,000 |5 1,885,000 | $ 9,425,000
0 ) . i . 3 :
0 - 5 S - § . O E:
0 - 5 - 3 b . S E
I_g - |$ - : - o Additlonal Justifcatlans:
0 3 E: § = = $ - 2012 Budget Note: This program is belng fund by a
lo > R i = 19 - E reduction In the Technology Refresh and Technology
|Q - - 1§ o B . - Expansion business cases, for $565k and $820k
0 . 3 - - - respectively. And $500,000 from Security Inttlative
o £ = I3 il k- : = . . Business Case {ER5002).
(1] 5 - - - - ] < -
0 E - 2 . .
(] 3 - 15 s . . 5 . .
Total £ 1,885,000 | § 1,885,000 | 5 1,885,000 1,885,000 | § 1,885,000 9,425,000
Resources Requlr (request forms and approvols hed)
Internal Labor Avallabllity: [liow probabtity [ Medium Probabisty High Probabity  Enterprise Tech: YES - attach forn D0 o tot Required | :;';‘r";::e:'::;‘::’:::’h';"c'k::::“l:‘m:'t:'l':‘h“;"'""
Contract Labor: YES Oro Facllities: YES - altach torm 040 or Mot Required | resource owners have boen contacted and to provide
Capital Toals: [ vEs - attach form NO or ot Required ageneral sense of how Iikely statf will ba provided
Fleet: [ ves - attach torm 10 or Hot Required {this does not require a flem committment).
Key Performance indlcator(s)
Eapected Performance Improvéments
[kPi Messure: Fill In the name of the kPl here |
| Fill In the name of the KP1 here |
— Prepared  signalure
12 e - - —_—
[ I w—Sarles2
Page 1 of 2 cwsen Bunrrs ot e 1 08-Unter ot ety
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AlvisTa
nriava

1t
o< Serlesd

0.8 = =mproerrfoRAeT— — — — ~ T
—-— Poly. {Serles1)

06 —_—_— - -

04—~ — -

0,2 —

0 _— ——

1

Capltal Program Business Case

This graph is to provide a place to diract
the KPI banefit, Providing a graph Is

T dad to help

what the project is Intended to

Reviewed

slgnature

Avista/1401
Schuh/Page 15

ET-5

Direclor/Manager

Other Party Review signal v/l/Mf?/MWL _Slf'ﬂml—%’

{If necessary)

\IDirector/Manager

2015 Projecls

Kl Ralea

LENTLELE
Wab Services Securily (D&M
Lisk Enceypling Rafrosh

A Hardwa

fNotwork Deyice Confiq Anakysis Halia
ey
Mol
milalior
afi lon managem
Boundary Dalen
Application BW-Socure conlly
Accaunt Mopltofing and
HE Syslams In I

To be completed by Capltal Planning Group

Ratlonale for decision

Review Cycles
2012-2016

Date

T 1

Page 2 of 2
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Capital Investment Business Case

Avista/1401
Schuh/Page 16

ET-6

Alwista
[Investment Name: Next G flon Radlo Refresh
Requested Amount H 21,007,857 |Assessments:
Duration/Timeframe § Year Project Financlal; Medium - >= §% & <9% CIRR
Dept.., Area: 'ﬁnte?rlse Technology Strategle: %gl[a Technology Plalforms
Owner: aco! m Corder Operational: rallons require execullon lo perform al current [evels
Sponsar: Jim Kensok Business Risk: Eﬁaﬂ Rea'uaion >5and <= 10 i,
Category: Mandatory Praject/Program Risk: High cerlainly around cosl, schedule and
Mandate/Reg. Reference:  FCC N Banding Mandale (See below) Assessment Score: 128 Cost Summary - Increase/(Decrease)
Racommend Project Description: Performance | Capltal Cost O&M Cost Other Costs | ERM Risk Scare
This project Is refreshing Avlsta’s 20 year old Land Mobile Radio (LMR) system that is used for criticalcrew | Thecurrent | $ - $ - S - 0
communlcations during outage restoration and dally operatians of maintaining the electrlc and gas radlo system
distrlbution and Issl t Avista contl to maintaln e private Land Mablle Radio system wlll not meet
because the offerings avallable from pubilc providers cannot provide communtcation throughout our rural | the required
service territory and as 2 portion of our nation's critical infrastructure it Is imparative that Avista have a mandate and
communicatlon system that wlll operate in the event of a disaster to help safeguard the general public. | due for refresh,
Cost Summary - Increase/(Decrease)
Alt i Performance Capital Cost ORM Cost Other Costs ERM Risk Score
Status Quo: Describe the current condition of the asset(s) and problems that need to be nfa H - $ - $ - 0
corrected
Alternotive 1: Brief name |Describe other options that were consldered describe any | § - $ - $ - Q
of alternative fif incremental
applicable) changes In
operatlans
Alternative 2: Brlef name |Describe other optlons that were considered describeany | - s - s 0
of alternative {if incremental
applicable) changes In
operatlons
Afternative 3 Name : Brief |Describe other optlons that were consldered describe any | $ - $ L $ 0
name of alternative (if Incremenital
applicabla) changes in
operations
Timeline Construction Cash Flows {CWIP)}
Capltal Cost O&M Cost Other Costs Approved
Aclual Previous| 5 11,327,464 - 5 5 11,327,464
Forecast 2012| 8 8,003,573 - . ] 4,262,000
2013 /997,260 - - 3 2,585,260
2014 3,946,378 - - 15 3,275,207
2015 27,000 . - |3 450,026
2016 . . - |3 -
2017 ] - - 5 -
2018 - 5 - 5 . 5 -
Future - 3 - 3 - - .
Tn!__al 26,301,675 | & . - v 21,907,957
Rebaselined afler completion of Design & Planning
Milestones (high level targats)
February-08 Project Started December-15  year end actual
December-11 year end aclual
December-12 year end aclual
December-13 year end aclual
December-14 year end aclual
Assoclated Ers (list all applicable): 5106| | | I |
| | | |
Mandate Excerpt (it appilcable): na i
Additlonal JustiNications:
Page 1 of 2 N Fiota 113818
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Capltal Investment Business Case

Avista/1401
Schuh/Page 17

AwisTa ET-6
‘Resources Requiremants: (request forms and approvals attached)
Internal Labor Avallability: {Jvow probatanty Ol tedium Probabiity (D tigh probabity ~ Enterprise Tech: O ves - altech form IO or ot Required
Contract Labor: Oves DOne Facilities: (1 ves - attach form 340 or Mot Required
Capltal Tools: [ vES - atiach form I 0 or Mot Reguired
Fleet: O ves - attach form [ 10 o Hot Required
Key Parformanca mdtcator(s)
E ed Parfarmance Iy onis =
KPI Measure: Fill In the name of the KPl here
Fill in the name of tho KPI here
1000 4 —— e Prepared  slgnature
=== Qutage Hours
o ——rer
600 | —  ———=Project EQ.Mate —
/A Reviewed  signalure
00 Director/Manager

This graph s to pravida a place ta direct

| . = —
Ima 2005 2006 2007

Other Party Review signalure M/l [W \A/C \54’ ﬁéﬂ(/”[}é/‘

the KPI benof‘l Providing graph Is (I necessary) Director/Manager
-200 —— d 1o help

what the project Is intended to

Thla space is to be used for photographs, charls, or other data that may be useful In avaulating the project
To be completed by Capital Planning Group
R le for decision Review Cycles
2012:2016
Date Template

Page 2 of 2
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Avista/1401
Schuh/Page 18

Capltal Project Business Gase ET-7
ATwnswa )
[Investment Name; crowave Relresh
|Requested Amaunt S 23,204,063 |A t
Duration/Timeframe 7 Year Project Financial; 10.50%
|Dept.., Area: Enterprise Technology Stratogi Rollabliity & capacity
Owner; Jacob Raldt/Jim Corder Business Risk: Business Risk Reduclion >5 and <= 10
Spansor: Jim Kensok Project Risk: Maderate certainly around cost, schedule and resources
Catogory: Project
Mandate/Reg. Reference: nfa A I Scare: B4 Annual Cost Summary - Increase/(Decrense} |
Rac d Profect Descript! performance | Captal Cost O8M Cost Other Costs |8 Risk Score
The purpose of this project s to refresh the aging microwave lechnulogy with current technology to The current | $ 8,400,000 | § 840,000 | $ - 8
provide for the high speed data communlcati These i Y support relay and system are out
protection schemes of the electrical transmisston system. of date and In
need of
replacement
Annual Cost Summary - | (D e)
Alternstives: Perf ] Capital Cost O&M Cost Other Costs  |Business Risk Score
Unfunded Project: Remalning at the status quo Wil Incraase Avista's risk of fallure of thesa nfa H - 18 - S 1,000,000 15
ittcal on sy , which could have significant impact on
Avista's transmisslon capacity nnd ability to serve our customers electrical
needs.
Alternative 1: Brief nome |The purpose of this project Is to refresh the aging microwave technology Thecurrent | § 8,400,000 § 840,000 | § . 8
of alternative (If with currant technology to provide for the high speed data communicatlons, | system are out
applicable} These communication systems support relay and protection schemes of the | of date and In
electrical transmission system, need of
Alternative 2: Brief name |Descrlbe other options that were considered describe any | § - S - $ - ]
of alternative (if Incremental
applicable) changes in
operations
Alternative 3 Name : Brlef |Describe other options that were considered describe any | 5 . 5 . s - [}
name of alternatlive {if Incremental
pplicable) changes in
operations
_Program Cash Flows
Capital Cost O&M Cost Other Costs Approved Assotiated Ers {list all applicable):
Previous| $ 2,910,116 =1 - 2,910,116 5119]
2012| 5 1,559,877 - E - > 1,200,000
2013] § 1,500,000 - - |3 1,500,000
2014/ 1,657,391 3 . 3 917,462
2015 2,276,679 - k: - $ 2,276,679
2016| 4,050,000 | $ E - $ 3,050,000
2017| 4,100,000 | § Sl - |8 3,050,000
2018| 5 4,100,000 | § - |5 - ] 4,100,000
2019t § - - = |§ 5,100,000
20204 § 1,050,000 - 2 -
Tolal] § 23,204,063 - . 2 24,104,257
| R 2015 2016 2017 2018 2019 Total Mandate Excerpt (If applicable):
|s119 $ . - ]S B E - - s - provide brlef citalion of the law or regulalion and a
lo § [ - ) . referance number If passible
0 — s B K B E - .
[0 - I3 - -
] 5 - o - -
lo 5 = " $ = 3 =
lo S - s 3 - |additional Justifications:
lo - ] - - |5 . - . Any suppl tary Informatlon that may be useful in
|_CI 5 4 3 - - - describing in more datall the nature of the Project, the
Ig - [: - § - 5 urgency, etc.
[0 : : : : —13 :
lo - - . - |5 .
lo £ - |$ - - -
lo s - 3 5 - 5
lo 3 - |§ - 18 - |3 $ B
|votal B - |$ - |8 - |5 - 18
i Milestones (high level targets)
Deacember-11 NLW-SHN Pdor December-12 M15-NLW 2012 December-15 MWHo Fiber
December-12 NLW-SHN 2012 December-13 M15-NLW 2013 December-16  MWHto Flber
Dacember-13 NLW-SHN 2013 December-12 Fiber to Lew Off 2012 December-17 MW o Fiber
December-11 M23-SPU Priar Decemnber-13 Fiber to Lew Off 2013 Decemnber-18 MW o Fiber
December-12 M23-SPU 2012 Decermnber-14 Missing row in Aclual Progress and  Decemnber-19 MW o Fiber
December-13 M23-SPU 2013 Dacember-14 MW 1o Fiber December-20 MW to Fiber
Page 1 o’ 3 Cule LN e o DA res Canes B or K00 S0 o' B84 - UL“: ::‘ﬂquwuwtfﬁzﬁo:zﬂ
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Avista/1401

Schuh/Page 19
Capital Project Business Case ET-7

Pt

'Resources Requirements: {request forms and approvals attached)
Internal Labor Avallablity:  {TJow mrovabity [Jwesum probabity  [JMgh probanity  ENterprise Tech: [Jves-stacntonn  [INOorothequmed  Capltal Tools:  [Jves-awacnfom N0 or ot Reaured
Contract Labor: Oves Ouo Facllities: Oves-anaciforn NG o« Kot Regquired Fleet: Oves - awach form 3O or ot Requived

Pnted E100 TR
CWR VIS (SHOuNoFirdercd Baren Cires For KXS 5iGeota’ 5 03 - Livate s M omazy Aureah

Page 20f 3
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Avista/1401
Schuh/Page 20
Capital Project Business Case

Awnwwn ET-7

‘Key Performance Indicator(s)

ected Performance Improvernents
KPI Mansure; Fill in the name of the KP| here |

Fiil In the name of the KPlhere |

T ———— -
400 1 B Prepared  signature
—=Base Une
600 4—— ——Projected Force Outage _
] Reviewed  signature
(DT Direclor’Manager
o WMo, Sfreers
- Other Party Revlew signature a’m W
_ __A (If necessary) A% () Director/Manager
0 SR e . :
2004 2005 2006 2007 2008 2009 2010 20m
-200 —
This space Is to be used for photographs, charls, or olher data thal may be useful in evaulaling the Project
To be compleled by Capital Planning Group
fe for decislon Review Cycles
2012-2016
Date Template
Paga 3 of 3 E
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Avista/1401

| - 5 Schuh/Page 21
Capiltal Program Business Case
LY wisTa ’ ? ET-8
[investment Name: AvistaUTies.com Radesign
Requested Amount $1,500,000 Assessmants:
DuratlonfTimef 3 Year Project Financial: 7.00%
Depl.., Area; Customer Solufl Strategle: Cuslomer Experience
Owner: Dana Anderson, Jim Corder Business Risk: _Business Risk Reduction >5 and <= 10
Sponsor: Dana Andi m K k Project Risk: Moderalte certainty around cost, schedule and resources
Category: Project
Mandate/Reg. Reference:  nfa A Seore: 7 Annual Cost Summary - Increase/(Decrease)
R d Praject Descriptl Performance Capltal Cost OR&M Cost Other Costs  Pusiness Risk Score
|see Attached Project Charters. tmproved | $ 1,000,000 | § 500,000 | § - o
usabllity for
customers and
improved
capablity for
Information
sharing and
dellvery to
Increase overall
employee
engagement
Annual Cost Summary - Increase/(D g
|Alternatives: Performance Capltal Cost O&M Cost Other Costs  Business Risk Scor
Unfunded Profect: Not consistent with Industry and web best practices, 14% of customers are currenily n/a $ - $ - 5 - [}
ble to compl ions an the web and of those that can consistent feedback
(ndlcates that transactional tasks are time Ing and | bl
Afternative 1: Brief nome |Redesign of AvistaUtllities.com Improved s 1,000,000 | & 500,000 | $ - 0
of alternative (if usabllity,
opplicable) capabllity and
new te:hnnlgy
Alternative 2; Brisf nome $ - | - |$ - 0
of alternative fif
applicable)
Alternative 3 Nome : Brief B B K = |i& - 0
name of alternative {If
applicable)
Program Cash Flows
Capltal Cost Q&M Cost Other Costs Approved Ers (list all applicable):
10452 | § - 5 - 5 10,452 New
2013 1,000,000 | § 100,000 | § |50,000)| 419,000
2014] 500,000 | § 100,000 | § {100,000} 1,037,000
2015 - 100,000 {100,000)| 4,000,000
2016 - 100,000 (100,000)| $ 2,000,000
2017 B 100,000 100,000} $ -
Total] 1,500,000 | § 500,000 A50,000)) § 7,466,452
ER 2013 2014 2015 2016 2017 Total |Mandate Excerpt (If applicable)
New - - - 3 - $ - - provide brief cliation of the law or regulation and a
0 - 5 - - - 15 - reference number Il possible
] - > - = 3 - . =
{1 - 5 - - - -
o 3 - 1% - |8 - - -
0 - > - y - 3 - -
a > > = E =
0 - 5 i = |5 - - - [|Additional Justifications:
0 - 3 = 3 E . - - 1. The benefits are defined In the attached charter, In
0 - > - S = = | they relate to a redesigned site for Improved
0 ol - . - - usabillty for customers as well as impraved tools for
0 = = = - : employee informatlon,
0 - - E . - 2, This project supports the Customer Engagement
0 3 - = 5 = > = - strategy by Improving the webslte to better serve
0 : = 1 ] . > = customers,
0 4 > - s = s > & 3, This ProJect supports the Employee strategy by
Total Impraving capablilty for deliverlng Informatlon te
$ - 18 - 1§ e K L - |5 - employees.
Milestones (high level targets)
Seplember-12 Project Start January-00 open January-00  open
January-13 Phase 0 Complele January-00 open January-00  open ml:ae;::r:ejls:;z:ﬂ:nbteof\e::a';el;t
April-13 Phase 1 Complete January-00 open January-00  open progross 5o that progress can
August-13 Phase 2 Complete January-00 opan January-00  apen
February-14 Phase 3 Complete January-00 open January-00  open
January-00 open January-00 open January-00  open
Page 1 of 2 GRS T s gt-denpd Bt ars cm;mmswsnmol-u:a‘;:lt'ln?si&:
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Capital Program Business Case
ALhwisTa

Resourees Requirements: {request forms and approvals attached)

Avista/1401
Schuh/Page 22

ET-8

Internal Labor Avallabllity: [ vow probatikty [ Medium probatibty  [2] High Probabity Enterprise Tech: YES -attach form L] O o Hiok Requiredt Capltal Tools:  [] ves - altath fom NO of ROt Regiied
Contract Labor: YES Owo Facliities: [ ves - attach form NO or Hot Required Fleet: 7] ves - attach form NO o Ned Reszlind
Key Performance Indicator(s)
Expected Performanca avemenit
KPI Measure: Il In the name of the KPl here |
Fillinthe nameof thekPlhere |
1.2 —— e —_— —_—— e - -
—— Serles2
(17 I Prepared  slgnature
~—Sorlesd
08 4= =—pmiErrCRIeT—— — - =
——Poly, (Serles1)
kil B o Reviewed  signalure
Y S — B o Dlrector/Manager
02 = —— - "\/\A > Sk V7,
Other Party Revlew slgnalura (A7 1’:'(,*'6 } H
A = 1 (If necessary) \ IrectorManager
Allachment 1: Project Charler
Allachmenl 2: Charler Addendum for AU.com
Altachment 2: Charler Addendum for AVAnet
To be pleted by Capital Planning Group
Rationale for declslon Review Cycles
2012-2016
Date Templ
Page 2 of 2 Pisted 01042015

UG 288 - Avista Corporation Final Brief Appendix B

AT ) Pl Sty T KB ATITET S - AW IAS - AU Resdes g

Page 38 of 92




Avista/1401

Schuh/Page 23
Capital Program Business Case
Lwisra ET-9
Tavestment Name: Niobllty Tn the Flald
Requested Amount $200,600 A t
Duration/Timeframe 5 Year Progiam Financial: MH - >= 9% & <12% CIRR
Dept.,, Area: Energy Dellvery Stratepic: Agile Technology Flatlorms
owner: FIanIEar Rosenlraler & Mike Broemeling Operational: COperalions improved beyond current levels
Sponsor: Don Kopezynski & Jim Kensok Business Risk: ERM Reduclion >0 and <= §
Category: Program Program Risk: _High cerainly around cost, schedule and r
Mandate/Reg. Reference:  nfa Assessment Score; 83 Annual Cost 5 y-l [(Decrease)
R d Program Descilptt Perf e | Capltal Cost O&M Cost Other Costs ERM Risk Score
This program is to increase our mabllity in the field using mobile devices. A Mobile Road Map Team has ArcGIS Online | $ 200,000 2
documented 30 opportunities where moblle technology could be used In the field. Thea top opportunities, | will allow us to
with the highest benefit and savings, are Included over the flve year program. Additional moblle share
opportunities will continue to emerge, therefore a Mobllity Program Is requested. The Customer IRR information
(CIRR) at 8% per Dave DeFelice. Opportinites will be done In phases over the 5 years, The first phase will {with web maps.
be for tha project called Visibility In the Fleld which enables the following: 1. Leak Survey 2. Gas Service This will
Dispatch  This would provide spatial maps in the field, using a moblle device resulting In efficlency gained increase
for our field employees. Our customer will benefit with these new capabillities and effectencies. The collaboration
benefits would include operations improvements to reduce compllance risk, reduce duplicate effort, more | with internal
timely entry of data along with Improved tools and information In the fletd. The top opportunities are 1. | employees and
View GIS Layers and Multiple Maps in the Fleld (In 2013) 2. Gas Exposed Pipe Report {In 2014) 3. Capture external
Facility Data {in 2015) 4, Provide Gas Blue Leak Survey Form {in 2013) 5. Damage Assessment {OMT) (In |contractors and
2016). partners. This
supports our
strateglc goals
for agile
technology
Annual Cost Summary - Increase/(Cecreuse)
Alternatives: Performance Capital Cost Q&M Cost Other Costs ERM Risk Score
Unfunded Program: Maps are printed and taken out to the field; Paper process to gather nfa $ . S $ - 3
Information In the field and then enter the data into electronlc format once in
the office; If a Serviceman does have a Go-Book then both the electranic entry,
is done along with the paper process as a backup; Information s relayed by
Alternative 1: Add ArcGIS |Elther establish an ELA with Esrl or purchasing licenses Individually, $2,000per | $ 150,000 2
Server with tablet mobife |installation of servers and ArcGIS Server application, establish governance, device estimate
devices hire one FTE for AFM Team, deploy approximately 180 mobile devices, user
testing, process changes and training. Mahlle devices deployed would
Alternative 2: Add ArcGIS |Moblle devices deployed as a Mesa, 54,000 per 0
Server with Mesa devices |device estimate
Alternative 3 Name : Add |Moblle devices deployed as a Go-Baok. $10,000 per 0
ArcGIS Server with Go- [device estimate
Book devices
Program Cash Fiows Assoclatad Ers (list all applicable):
5 years of costs Current ER
Capltal Cost O&M Cost Other Costs Approved
2012 =
2013 200,000 160,000
2014 320,000 | § 126,000 | 5 {200,000} 530,000
2015 420,000 | 300,000 {392,000] 420,000
2016 320,000 | 5 350,000 425,000) 320,000
2017 400,000 400,000 472,000) -
2018 - |8 . 3 - -
Total 1,660,000 | & 1,176,000 | §  (1,489,000]] 1,430,000

Mandate Excerpt (If applicable):

provide brief citalion of the law or regulalion and a reference number il possible

Additional Justii

more information to ultimately benefit our customers.

The hardware and software technology is advancing in such 3 manner that it will now benefit aur field personnel to have a Mobllity In the Field Program. We now have less expensive mobile devices to
deploy along with a disconnected application for our fleld workers to be able to work offline and synch Information back and forth when connectlon is successful to wi-fi ar cellular, Advances In technology
are making mobile capabllities more of a standard In dolng business. Our field workers need to have the tools that make them more efflclent in thelr work processes, able to post data quickly and have

forms and app Is )

1
Requir {req

| Check the sppropriate box. Tha intesnal and contract {

[F1YES - allach form labor boxes should ba chacked 1o indicate if the

Internal Labor Availability: [ ow probabitity Hedium Probablity ] 4gh probattty  Enterprise Tech: 2 Ho of Hot Required

LT TS
Cithevi ARty Aut F s e @GS ¢+ V4 Field B s e a1 Coza Reviend

Page 10f 2

UG 288 - Avista Corporation Final Brief Appendix B Page 39 of 92



Capltal Program Business Case

{Z]vEs - attach form

AwisTa
Contract Labor: YES Cino
Key Performance Indicator(s)
Expected Performanca Improvements
]KPI Measure: To be det d by each project
| Flll In the name of the KPI here
2500 —,—_—— —
YRS
2000 Ty
~—Base Una
1500 — Porroae —=
—— Poly. {Hours}
1000 - R ————
500 fmm e e s
0 - TN ;—: This graph Is to provide a place to direct
1 2 3 4 the KPi banafit, Providing a graph is
.500 - i Jed to halp

| what the projsct Is intended to

[0 or liot Required
IO or Hot Required
110 of tiot Required

Avista/1401
Schuh/Page 24

ET-9

| resource owners have baen cantattad and to provide
B gonoral sense of how likely staff will be provided
{this does not regulre a firm committment}.

facllities: 3 vEs - attach form

Capital Tools: [ ves - sitach form

Fleet: [Dves - atach form
Prepared  signature
Reviewed  signature

Dlrector/Manager

Other Party Review signature /m/\ﬂ/’w’ Y‘pf 5/{' é{,{{; ﬂ.},—b

Y DirecloriManager

(If necessary)

This space is to be used for photographs, charls, or other data that may be useful In evaulating ihe Program

To be completed by Capital Planning Group

Rationale for decis! Review Cycles
2012-2016
Date Template
Page 2 of 2 . g i N
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Schuh/Page 29
Capital Program Business Case
Aursra G-1
[investment Namae: Struciures and Impr and Furniture
Requested Amount 3 A
Duration/Timeframe 7 Year Program Financial: MH - >= 9% & <12% CIRR
Dept.., Area: Faciinies Strategic: Lile Cycle Programs
Owner: Mike B ling & Eric Bowles Operational: Operations req lon lo perform al current levels
5p : Don Kopczynski Business Risk: ERM Reduclion >0 and <= 5
Category; Program Program Risk: High certalnly around cosl, schedule and resources
Mandate/Reg, Reference:  n/a Assessment Score: 84 Annual Cost § y - Increase/(Decresse)
Recommand Program Dascription: Perfi Capital Cost 08&M Cost Other Costs | Business Risk Score|
This program would be responsible for the Capital Malntenance, Improvements, end Furniture budgets at Improve $ 25,773,300 $ . 0
50 plus Avista OFfices and Service Centers (over 700,000 sf total). Many of the included Service Centers operating
were hullt in the 50's and 60's and are starting to show signs of severe aging. The program would Include | functionality,
Capital projects In all construction disclplines {Roofing, Asphalt, Electrical, Plumbing, HVAC, Energy Increased
efficlency projects etc..). This program would be driven mainly from the results of an objective building safety,
survey completed at each Service Center. The survey assigns a rating to each bullding category based on increased
candition. This wlll help us create capltal pro)ect lists for each Service Center and make declsions on energy
continued malnten vs future replacement. efficlency,
Annual Cost y - ncrease/(Decrease)
[att ivest Performance Capital Cost O&M Cost Other Costs | Business Risk Score|
qstatus Quo: We are experlencing severe Issues with Asphalt Parking, Roof leaking, Energy nfa $ - - $ - ]
loss due to inefficlent HVAC systems, Low E glass, lack of bullding insulatton,
etc.., Fallure to maintaln or replace these system can resuit In excessive Utility
bills, Increased damage to other adjacent systems, (example roof leak), as
well as increased safety llability (sidewalk heaving and potholes) etc...
Alternotive 1: Brief name |Reducing Capital repalr and replacements would drive up O & M costs lower capital | $ - $ 0
of alternative (if respectively. This would also Increase the risk for unplanned mejor fallures would drlve up
applicoble) which could also Incur additional productivity costs for other departments O&M and risk
affected (example major HVAC shutdown). major failure
Alternative 2! Brief nome |Describe other options that were consldered describeany | $ . = $ 0
of alternative (if incrementai
applicable) changes In
operations
Alternotive 3 Name : Brief |Descrlbe other options that were considered descrlbe any | $ - . $ 0
name of alternative (If Incremental
applicable) changes In
aperations
Program Cash Flows Associated Ers (list all applicable):
S years of costs Current ER 7001 7003
Capltal Cost ORM Cost Other Costs Approved
2012| $ 4,820,000 B K3 4,420,000
2013] 5 4,000,000 | 5 . : 3,600,000
2014 4,000,000 - S - 3,433,300
2015 4,000,000 . - 5 4,600,000
2016 4,000,000 - - 3,600,000
2017 - - . S 3,600,000
2018 - 3 - - 3,600,000
2019 - > - - > 3,600,000
Total 20,820,000 . = > 30,453,300

Mandate Excerpt {If applicable):

provide briel cilation of the law or regulation and a reference number if possible

Additional Justifications:

With the completion of the Facilities Survey in May 2011, we now have the abllity to rate the condition of each of our sarvice centars which In turn helps us allocate money to whera it Is needed most. We
are also working on creating a long range lifecycle plan to Identify when contlnued maintenance Is no longer prudent and replacement is a more cost effective solution. In addltion, the office furniture
budget Is Included In this program and can support various office remodels, chalr and furniture replacements, furniture layout remodels, modular wall systems, and new furniture for misc. projects.

Resources Requirements: {request forms and approvals attached)

Internal Labor Avallabllity: [ Low probabikity

Contract Labor: YEs Ono

Page 1 of 2

Hedium Probabaity [ High Probabiity  Enterprise Tech:

Facllities:
Capital Tools:
Fleet:

YES - altach form
YES - attach form
O ves - atach form
L ¢S - attach form

MO ar Nol Required
{10 or Not Required
1O or Nol Required
{210 of Not Required

Prated 1105 201

CUEAVVPL Db o ot ittt 00 b s e Propwe D siens Come o | Nt
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Key Performance Indicator(s}

cled Perfermance | ments
KPI Mensure: Fill In the name of the KPI here
FilIn the name of the KPlhere

Capital Program Business Case

P o

2500 - = e

—Year

2000 + ‘
«-—~Base Une

1500 A ——===praprerromate— =
——poly. {Hours)

500 4rm————— e —— - o

0 _.__,_—pﬁszgj This graph Is to provide a place to direct
1 2 ) 4 | the KPI benefit, Providing a graph (s

ded to help
what tha project is intended to

500 +——— —_——— e

P

Reviewed

Other Party Revlew
(if necessary)

signalure

Avista/1401
Schuh/Page 30

G-1

sighalure

Director/Manager

signalure 4 W
Diractof/iManager

To be completed by Capital Planning Group
lonale for decislon Review Cycles
2012-2016
Date Templ
Page 2 of 2 i — T
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Capital Program Business Case G-2
LwisTa
[investment Name: Capltal Tools and Stores
Requested Amount £ 1,821,600 |A
Duration/Timelrame ~ Ongolng Vear Program | Financial: MH - >= 9% & <12% CIRR
Dept.., Area: Supply Chain Steategic: Life Cycle Programs
Owner: Cody Kregh |Operational: Oparallons require execution lo perform af current levels
Spansor: Don Kopeynski | Business Risk: ERsﬁ Reducilon >0 and <= 6
Category: Program | Program Risk: _High certainly around cost, schedule and resourcas
Mandate/Reg. Reference:  nfa A t Score: 84 Annual Cost Summary - Increase/(Decrease)
Recommend Program Description: Perf Capital Cost O&M Cost Other Costs___|Business Risk Score
Purchase and repalr of too! and facility material handling equipment Enhances creve | § 1,500,000 | § - $ - 0
efficlency
Annual Cost Summary - In /(Decrease)
Alternatives: Performance Capital Cost OBM Cost Other Costs | Busl Risk Score|
Status Quo: Describe the current conditton of the asset{s) and problems that need to be nfa $ . $ . $ - [}
cotrected
Alternative 1: Repairall  |Increased labor to repair falled tools, Increased cost to have outside repairs n/a $ - $ 1,141,606 | $ . o
tools perfarmed (not all tools can be repaired), delayed response by crews, reduced
crew efficlency, Increased labor to find/rent tools and equig 1, safety
|eoncerns for not having appropriate equipment to perform cralt work (meter
{meter testing, metering equipment, specialized cable splicing, leak detection,
utllity locating equipment, reduction of safety refated equipment, etc.)
Alternative 1: Rent Increased rental expense & labor to "Other" budget shifting 95% of costs to [ 665,000 | § 350001 $ - [\]
Forklifts CAP toading, 5% ta O&M
Program Cash Flows Assaciated Ers (list all applicable):
S years of costs 2013 2014
Capital Cost 08&M Cost Other Costs Approved 7006 1600000 7008| § 1,307,007
7005 514493
2013 1,500,000 - > - 775,000
2014 1,575,000 - - 3 1,921,500
2015 1,653,750 = 2,348,325
2016 1,736,438 - 5 - 3 2,400,000
2017 1,823,259 - IS —_[$ 3,400,000
2018 - - S - ] 2,400,000
2019 $ - - |s - 2,400,000
Total| $ 8,288,447 | > - 14,544,825

Mandate Excerpt (If appl )

NIA

Additional Justifications:

Increased budget 2014-2017 amount by 5% to account for Inflation

Resources Requirements: (request forms and approvals attached)

Internal Labor Availabillty: [ Lew Probability 3 tedium probabdity Ingh Probablly  Enterprise Tech:

Contract Labor: Oves tio Facllities;
Capltal Tools:
Fleat:

Page 1 of 2
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1
| Check the appropriate box, The internal and contract

HO or Hot Reqired + labor boxes should ba checked ta indlcate if tha

[ vEs - attach form

DI ¥ES - attach form HO or Hol Required : resource owners have been contacted and to provide
3 vES - attach form HOor NolRequired | a general sanse of how llkely statf will be provided
O ves - avach form 1O or Nol Required (this does not require a firm committment).

horlod QL4301
CUANOa T fun e Baceu Confy RXED0Re @301 0ads - Gl Tov ard Bieres Bavens Casq
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Capital Propram Business Case
LlvisTa G-2
Key Performance Indicator(s)
Expected Porformance Imptovaments
|KPI Measure: Tool Repairas sy age of too) purchases
| Fill In the name of the KPl here
Prepared  signalure
Reviewed signalure
Direclor/Manager
Other Party Review slgnature I’ V‘ M&\l ﬂ \Sf / //L(/}\é)
(if necessary) Director/Manager
This space Is lo be used for photographs, charis, or other daia that may be useful in evaulating the Program
To bn comgletad by Capital Planning Graiip u
| for declsion Review Cycles
2012-2016
Date Tempiate

Page 2 of 2

Prafed 01083015

W04 & - Updale - Captal Toch ard o bires Coe
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Capital Investment Business Case SehoivRege 59

Awista G-3
[Investmant Name: HVAC Renavation Project
L " \
Duralion/Timeframe B Year Project Financial; MH - >= 9% & <12% CIRR
Dapt.., Area; Facililles Mangement Strategic: Life Cycle Programs
owner: Mike Broemling & Eric Bow Operational: Operalions Improved beyond currenl levels
|Sponsor; Don Kopczynski Business Rlsk: E‘%ﬂ Reduclion >0 and <=
c-te;m mm Project,“?ro;ram Risk: High carfalnty 1 cosl, schedule and resourcas
Mand Al Score: 106 Cost Summary - Increase/(Decrease)
meoommend Prolm DUW'DUOII- Performance Capital Cost D&M Cost Other Costs _|Business Risk Score|
The HVAC Renovation Project began in 2007 and 2008. The HVAC Project s a systematic replacement of This Project | $§ 39,804,485 | § - $ . 0
the original 1956 Heatlng, Ventll; and Alr g System for the Service Bullding, Cafeterla/ greatly
Auditorium and General Office Bullding. The orlginal HYAC equipment has been aperating 24/7 since improves air
orlginal constructlon In 1956. The Praject entalls a floor by floor & lon and relocation of employ quality (n the
and 2 complete demolition of each floor; Including a Ive Asbestos Ab cc t, and Facliity and
removing the arlginsl fire proofing on the basic steel structure. The Project requires exhaustlve demolition saves

and reconstruction of each floor, Sustainable energy savings and consetvation are bullt into the Projactas | tremendous
we apply for LEED certification for each floor. The 5th, 4th, and 3rd floor has obtained LEED-CI Gold status | amounts of
rec g all of the bl gles we employed during the design and construction phases, The energy galng
goal of this project Is to re-purpose and recycle the entire Facllity for the next generation of Avista forward.
employses to use for 50 more years, Life cycle costs welghed heavily on our Contruction Speclfications and
equipment cholces during the design phase. The design team chose energy effictent equipment that was

deslgned for 30 to 50 year llfe cycles,

Cost Summary - in /(D )

Alternatives: Performance_ Capftal Cost Q&M Cost Other Costs 1 Risk Score|
Status Quo : The current condition of the HVAC system s very poor. It |5 60 years old and nfa Varles, but Inthe | $ 25,000 | § . 0
our newest equipment was installed In the new addition of the General Ofilce hundreds of
Bullding in 1978, 75% of our equipment was Installed In 1956, Parts are no thousands as
longer avallable for our equipment and rep) t parts have to be equlp. breaks
red down,
Alternotive 1: Brlefname |During the Deslgn Phase which occurred In 2008, several different types of Updated 3 - $ - s . o
of alternative (If HVAC dellvery systems were compared and analyzed for distinet municlpal
applicodle) characteristics. Initial cost and Ilfe cycle cost were evaluated for the Project. | codes required
By Value engineeting our cholces we were able to settle on our current us to Increase
system., Analysts Is attached, alr flow In the
Alternative 2; Brief name |The only eptian that was di d was to do "nothing", and malntaln our €0 | descrlbeany | Varles,butinthe | $ 25,000 | 5 - 0
of alternative (if year old equipment. This scenatio had been In place for the last 20 years, and | Incremental hundreds of
applicable} urnc ﬁmlly expired on the equlpmem It 1s simply Impractical to try to keep changesin thausands as
{ equl upand & 24 hours a day when the replacement |  operations equip. breaks
pnm are no longer avallable. down.
Alternative 3 Name : Brief |Describa other optlons that were consldersd describeany | § - $ - $ - (4]
name of alternative {if incremental
|2pplicable) changes In
Timeline Construction Cash Flows (CWIP)
N Capltal Cost O&M Cost Other Costs Approved
ftclectComplete Previous| 5 18,121,485 | ¢ = - |5 18121485
Plant In Service 2012] 3 4,300,000 - 3 = 3 4,300,000
2013 6,500,000 . 3 - 1§ 8,053,000
Construction Start 2014/ 10,000,000 - 35 - 3 6,550,000
2015 - - 5 . > 5,750,000
Major Procurément 2016 - = 4 - 2 -
X 2017| . B B3 T =
2018 . B . =
Project Deslgn g L, ¥ '
This chart s pasted from Future :_13 = i Gl :
et 7 the "Schedule” tab an this Total 38,921,485 | § - |8 - 3 42,774,485
Project Srarled
0 20 40 60 80 100 17.0 140 160 180
Timaln
Months
Milestones (high level targets)
QOclober-07 5ih Fir Start Const. Jun-11 2nd Fir Start Const.
December-08 5th Flt In Service Oct-12 2nd Fir In Service
March-08 41h Fir Start Const. Jan-13 1st Fir/Bsmt Slart Const.
February-10 4th Fir In Service Mar-14 1st Fir/Bsmt In Service
May-10 3rd Fir Start Const, Apr-14 70's Addilion Start Const.
Mar-11 3rd Fir In Service Jun-15 70's Addlilon In Service
Assoclated Ers (list all applicable): CumenlER | 7101] 7001] 7003] 7050] [
| |
Mandate Excerpt {If applicabie}: ASHRAE- When upgrading HVAC Syslems, all design has to conform lo ASHRAE slandards, and alr flows are regulated by the Washinglon
Administrallve code (WACS).
Additlenal Justifications:
Page 1 0f 2 res P BT oo 4 R
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LhisTa

Capital Investmoent Business Case

Avista/1401
Schuh/Page 34

. b ard)

Resources Requll {requiest forms and app

Internal Labor Availablilty: [ Low Probabity [ Meckum probaitty (€] tigh provatuty ~ Enterprise Tech:

Contract Labor: YES Do Facilitles:
Capltal Tools:
Fleet;
Key Performance indicator(s}
cled Perfermance | nts
KPI Measure: Flll In the name of the KPI here |
FlilIn the name of the KPl here |
1000 e ————— — =] Prepared
= Qutage Hours
B B o
600 | ——FrajectfORate
Reviewed

400 1
200 4
o
2004 2005 2006 2007 |
BT | S ———— 1

| This graph is to pravide a place to direct
the KPl benafit. Providing a graph Is

dedto help
what tha profect is Intended to

YES - attach form CI 0o or Kot Reguiret Chack tha appropriate box. The
VES - altach fom %0 or Not Reguéred Internal and contract labor boxes
[ ves - attach form 10 or Not Required should be checked to Indicate if the

resource ownaers have been
contacted and to provide a gensral
sense of how likely staif will ba
pravided (thls dees not require a flrm
| committment}.

[ e - attach fom

signature

slgnature

DireclorManager

Other Party Review signalure _’]/L’/I J{,Mu g&w

(It necessary)

Direclorianager
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e h g s
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Capital Investment Business Case

Awisya

Avista/1401
Schuh/Page 35

G-4

Investment Name; COF Long-Tenm Restructuring Plan
Requested Amount 23,450,000 Asses L
DurationfTimeframe 5 Year Projecl FInanclal: High - Exceeds 12% CIRR
Dept., Area: Faclllies Strateglc: Other
owner: "Mike Broemiing & Efic Bowl Operatlonal; Operalions improved beyond cunrent levels
Sponsor: "Don Kopezynskl Business Risk! ERM Reducllon >0 and <= 5
Category: Project Project/Program Risk: High cerfalnly around cosl, schedule and resources
Mandate/fleg. Reference; n/a Assessment Score; 100.5 Cost Summary - Increase/(Decrease)
Rac d Project Descrlp Performance Capltal Cost OR&M Cost Other Costs ERAM Risk Score
Construct a new warehouse In 2012 and remodel the old warehouse In the Service Bldg to accommodate Alleviates $ 23,450,000 | S - $ {1,200,000) 3
110 work stations In 2013. Also add 125 parking spaces. New warehouse shall utilize current material cuirent space
handling technologies ta Increase employes efficlencles, and Its helght will allow for more materlal to be Issues by
stored per SF, thus using our limlted SF here at the COF more efficlently. Provide IS/IT infrastructure and |creating on-site
networking in north half of the COF where it Is currently non-existent, in anticipation of future projects. office space
This project wlll also allow the HVAC rennovation of the north bullding wing to be accomplished In one and parking to
year rather than a staged pracess, which results in a one-time $1.2M reduction |n capital costs for that house
project. PLEASE SEE ADDITIONAL EFFICIENCIES UNDER “ADDITIONAL JUSTIFICATIONS" BELOW. The CIRR | employees and
|is 12.5%-16.0% excluding the HVAC savings and any other facllity sales or cessation of rentals. contractors
Cost Summary - Increase/(Decrease
Alternatives: Per e Capltal Cost 08&M Cost Other Costs ERM Rlsk Score
Status Quo: COF will continue to not have enaugh office space and parking to n/a $ - $ - $ - 6
accommodate demand. Continue to abtain more leases, buy buildings, or buy
land and construct bulldings to house our employees.
Alternative 1: Constructa |See Project Description above. Alleviates S 9,500,000 | $ $ {1,200,000)| 3
new warehouse current space
|frecommended optlon) issues & new
warehouse
Alternative 2 General Construct a parking garage and an additlon to the existing building on the Alleviates $ 30,000,000 | $ . $ - 3
Office Building 'wing' west end (156 workstatlons and 120 parking spaces), No new warehouse current space
addition and parking bldg or warehouse efficiency galns. Issues
igarage
Alternative 3 Name: Ross |Construct a new office bullding at the Ross Court location in addition to Alteviates $ 15,000,000 | & $ - 3
Court Offlce Bullding and  |parking spaces {240 workstatlons and 151 parking spaces). No new current space
Parking Lot warehouse bldg or warehouse efficiency gains, issues
Timeline Construction Cash Flows (CWIP)
Project Complete Capltal Cost O&M Cost Other Costs Approved
58 to OMlice Plant In Service Previous| § - $ - 4 - § =
2012 3,050,000 - - |4 3,050,000
§8to OHice Start Construction 2013 7,900,000 | § 7,900,000
5B 14 Olfice Secure Bidg Permht 2014 1,000,000 | $ - . 1,000,000
56 10 Office Bldding 2015 7,500,000 | § - - 7,500,000
2016 4,000,000 | 3 - - 4,000,000
58 to OHfice Deslgn -
2017 § N - il - = ] -
New WH flant In Servico 2018 ¢ B p = 3
hew WIi Start Construction Future| $ - - = =
Hew W Securo Bldg Permi Total| § 23,450,000 - - 23,450,000
New WH Bldding [
Project Slarted  [H1
0 5 10 15 EL 2 0
Time In
Months ——=
Milestones (high level targets)
August-12 New WH Start Construction February-15 Rotor Bldg and Inv Rec Start February-16  WH Yard #2 8 Wash Bay Start Const
April-13 New WH Plant In Service June-15 Rotor Bldg In Service October-16  WH Yard #2 & Wash Bay In Service
May-13 $B to Office Starl Construction June-16  WH Yard #1 Start Const
October-13 SB (o Office Plant in Service August-15  WH Yard #1 and Inv Rec in service
Qclober-14 Waste & Assel Rec Bldg Start Con July-15 GPSS & Spo Const. Remodel: Start Consl
May-15 Wasle & Asset Rec Bldg In Service March-16  GPSS & Spo Const, Remodel: In Service
Assoclated Ers ({Ist all applicable): 7126] | | | | 1 |
| | | | | | 1

Mandate Excerpt {If applicable): n/a

Additional Justifications:

Sept 2013 changes: $2.4 M for new IR / Haz Mat area In 2014, $1.5M for WH Yard and Wash Bay In 2015, $1.5M In 2015 and $2M In 2016 for G&P/Spo Construct Remode!, New IR and Hazmat Bidgs will
result In time efficlencles for llnemen trucks and drop off pracesses. Increasing the WH storage yard will also result In time efficiencies for WH personnel due to ¢tloser matetial, more leve) asphalted area
{rather than gravel), and controlled (fenced) inventory and stocking. Wash bay will will save time from washing vehlcles off site and will prevent frequent freezing/breakdown of current wash bay, Office
[renovattons of Spokane Constructlan and GPSS will replace a 30 year old HVAC system and Increase number of cubicles on campus to accomodate for growth. JULY 2014 CHANGES: {2014 - $1M) (2015 -

$7.5M) (2016 - $4M). Hazmat BIdg cost more than expected, and a GPSS storage bldg must be replaced to do the WH storage yard Increase.

Prajed *tLAI04
T TRISARS Y H ot r s Cuami COT Lorg Te Redndreg Py Pt Brainers Cos o) firver

Page 1 of 2
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Capltal Investment Business Case

FAhnsya

Resources Requlrements: frequest forms and approvals attached)

Internal Labor Avallability: [ Low probabiiity 3 tedium Provabiily tugh Probabiity  Enterprise Tech:

Contract Labor: Eves Owno Facllities:
Capital Tools:
Fleet:
Key Performance Indlcator(s)
Expected Performince Improvements \
[kpim Total Net Increase of Parking Spaces and Employ. |
| Workstations vs, 2011 tatal |
Prepared
200
L e ———
160 e / =
140 - 7 7
120 P i of Parklng Space Reviewed
100 Hes—— / / Increase
-—= i of i
:Z / / " atlor Increase
40
2: | (if necessary)

Avista/1401
Schuh/Page 36

G-4

YES - altach form (40 or Hok Required
[T ves - attach form [Z140 or het Required
[ ves - attach form NO or Not Required
[0 ves - attach form HO or Mot Required
signature
signature
Director/Manager

L Other Party Review slgnalum'-jq/l &MM \Sif’a{dhaf‘s-

Direclor/Manager

SERVICE HUILDING
CERGLOA)
il

LL i

SERVICFE RUILDTING
Kw 1aror3
waLp-e

To be completed by Capital Planning Group

Rationale faor declslon

Raview Cycles
2012-2016
Date Template

Page 2 of 2
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Capltal Project Businoss Case

Avista/1401

Schuh/Page 37

G-5

[investment Name: COF Lng Trm Restruct Ph2

Requested Amount ¥

Duration/Timeframe 5 Year Project |Financial: 7.00%

Dept.., Area: :Facrﬁllas __|Strategle: Olher

Owner: Mike Broamling and Eric Bowles Business RIsk: Bus| Risk Reducllon >10 and <= 15

D Don Kopcﬁnsil Praject Risk: High cerlainty d cosl, schedule and resources

|Categary: Project

IMandate/Reg, Ref n/a Assessment Score: WNAME? Annual Cost Summary - In e/(Ocerease)

d Project lptl Performance Capital Cost Q&M Cost

COF Long Term Restructuring Plan, Phase 2, Increase Misslon campus size by purchasing and developing adjacent lots, Stateof theart | § 47,500,000 | § - 5
reroule Crescent Ave. to make one contigurous lat, canstruct new Fleet / Service Shops Building, convert all of 1950's fleet bullding.

Service Bldg to Offico Space, and Increaze parking lot size and bulld 2-stary parking structure. By end of 2015 Facllitles Service vehicles

projects will add approx. 183 new cubleles, Our parking tots will ba beyand max capacity. The Fleet Garaga (s over 50 yrs contalned to

Other Costs | Business Risk S:nrel

- 2

old and Is constealned by its dims from our ever enlarging vehicles and line trucks. New garage will allow for malntenance | north campus,
of CNG vehlles, current bldg does not allow this, Once Fleet is maved, a distinet separation b/n Operations / Service Employee
vehlcles and Ady ployees and vehicles. Separation will increass safety by aliminallng intermingling of vehlcles near
<in In GOR.
Annual Cost Summary - increase/{Decrease)
Alternatives: Performance Capital Cost O&M Cost Other Costs | Business Risk Scare
Unfunded Profect: Employee parking shall overflow Inlo Logan nelghbothoad. City of Spokane will probably n/a S - $ - s - 15
enforce parking regulations If this occurs, Added 5-to-10 minutes walk time fram employea
cats to desks. ANl CNG velicles vill have to be maintalned at Dollar Road Fleet Bidg, wilhits
extra 15 minuta travel time, Continued rental or purchased faclllties off site of COF tor Avista
dopariments (Le. callcenter),
Alternative 1! Brief name |Bulld extra parking lot on Ross Court ONLY, Approx. 220 add'l spaces req'd. to | describeany | § 2,000,000 | $ 20,000 | - 2
of alternative {if offset new employee load. Inconvenlent and Increased walk times for incremental
applicable) employees. changes In
opaeratlons
Alternative 2; Brief name |Bulld new fleet bullding off-slte. Purchase new lot for construction. Travel describeany | $ 7,000,000 | & 20,000 | § - o
of alternative {if times and Inefficiencles greatly increased, Incremental
applicable) changes In
operations
Alteenative 3 Name : Brief |Describe other optlons that were cansldered describeany | $ - H = ¥ - 1]
name of alternative (If Incremental
applicable) changes In
operatlons
Program Cash Flows
Capltal Cost O8&M Cost Other Costs Approved Assatlated Ers ({Ist all applicabilo).
Previous . : - - — 7126
2013 § - « -
2014] & 500,000 3 590,000
2015 § 2,000,000 | & ] - 1,410,000
2016] S 3,000,000 | & ] ] 3,000,000
2017{ § 9,000,000 3 B 3 9,000,000 |see note under add'l justificalion
2018{ & 14,000,000 14,000,000
2019 $ 15,000,000 > 15,000,000
Total| $ 43,500,000 | § § . 43,000,000
&R 2013 7014 2015 2016 2017 Total Mandate Excerpt (if spplicable):
7126 - k] 500,000 | 5 2,000,000 | § 3,000,000 | § 38,000,000 | § 43,500,000 | provide brief ciatlon of the law or regulation and a
Io =l ] . - | SEENOTE . reference number If posslble
Ig = |8 3 - - | UNDERADD'L
4] ] - > - JUSTIFICATION:
|P - ) E: 5
(4] § - > - $ - -
o $ < > - :
0 [ - 3 - § - Additional Justificatls
0 $ = " E : PLEASE NOTE: Request $500K In 2014 (start purchase
0 $ - 5 - 3 - = |adjacent lots), $2M In 2015 (flnlsh purchase adfaceat lots),
o : - § = . - |$3aMin 2016 (start N. Crescent Ave, reroute), $9M In 2017
0 b $ * = = {fnish N, Crescent reroute, start New Service Shops and
lo_ - E $ d - E - Fleet Ridg), $14M In 2018 {finish New Service Shops and
Ig - S S = = Fleet Bldg), and $15M In 2019 (Convert Old §. Bidg to
0 - : = ] . - Office and new parking garage/iot).
0 § - 3 = - $ - -
|-I‘ntal E E 500,000 [ § 2,000,000 | $ 3,000,000 | § 38,000,000 | § 43,500,000

Milestones (high level targets)

Apnil-16
September-16
January-16
December-16
April-17
May-18

Resources Requirements: {request forms and approvals attached)
O medum povatty [ gn probanty  Enterprise Tech: [Dves-atantom [ kO or ot Roqures
[ ves - atach form (] 4O or det Requred

Internal Labor Avallabllity:
Contract Labor:

Page 1 of 2

Ross Courl parking stert constrution

Ross Court parking In service
Fleet Bldg Starl Construction
flest bldp In service

Park garage & office start const.

Park garage & offlce in service

Lo Probablity
s Owxo

UG 288 - Avista Corporation Final Brief Appendix B

Aug-18 Ross Park convert to office start construclion
May-19 Ross Park convert lo office in service

Facllitles:

Capital Tools:
Fleat:

Mileston.
Use your
progress

@5 should be general.
Judgement on project
sa that progress can

Clves - attacn tom [ 150 or Not kequinea
[Aves - attach form ~ [7] KO or Mot Required

Pratad 0199 3018
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AhnisTa

Key Performancae [ndicator{s)
Expectad Ferdormancs Improvements

Avista/1401

Capital Project Busineas Case

KPI Measure: Fill In the name of the KPI here |
Flll In the name of the KPi here ]
Vr—e,——_—_— —_—
e HREF
1 i N HREEY —— i
o ~HREF)
08 -~ - . —pmErFORIET——— —— — —— - ———— =
—— Poly, (4REF1)
T =——at=——== . =
04 —
02 f——————— — S S
0 S e S

Other Party

Schuh/Page 38
G-5
Prepared  Vance Rupperl
Reviewed  Eric Bowles
Direclor/Manager
Wessiy Stover
e ) sttt S 2015
(If necessary) TV [pireclorManager

PLEASE SEE DRAWINGS ATTACHED TO SHAREPOINT SITE FOR MORE INFO

COF LngTrm Restruct Ph2 REV JULY-14.pdf

To be comploted by Capital Planning Group

Ratlonale for decislon Review Cycles
2012.2016
Date
Page 2 of 2 S -
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Avista/1401
Schuh/Page 39
G-6

Capltal Program Business Case

LuisTa

Investment Name: ApprenticelCralt Trng
Requested Amount ng,ﬂ'ﬂ A t
Duratlon/Timelrame 10 Year Program Financial: 7.00%
Dept.., Area: Apprenlice/Crafl Tralning Strategi Performance Excellence
Owner: Linda Jones Business Risk: Business Risk Reduclion >0 and <= &
Sponsor Karen Felles Program Risk: High certainty around cosl, scheduk and resources
Category: Mandatory
Mdate} Rog. Raference:  296-05 WAC & Chpt 49 04 REW Assessment Score: H#NAME? Annual Cost Summary - Increase/(Decrease)
Rec d Program Descriptl Performance Capital Cost O8&M Cost Other Costs | Business Rlsk Score
"This program is lor on-golng capltal Improvements o support the essentlal skills needed for joumay workers, apprentices describeany | $ 60,000 | $ » $ - 2
and pre-apprenlices now and for the future. it IsImportant to pravide the types of tralning scenarlos that employees face In Incremental
the fleld. The program is for capital Infrastructure needed 1o creato an elfective set-up for tralning craft omployees, Capttal changes that
expendiiures under thls program could Include ltems such s bullding new facilities or expanding existing fadlities, purchase
of equipment needed, o hulld out of reallstic utility Neld infrastructure uted to traln employees. Examples Include: new or this Program
oxpanded shops, truck canopy, d backhoes and other bulld out of “Safe Clty*- commerdal and would beneflt
tesidental building replicas, and [ smart grld, Ing, gas and sub Infrastructure. * present
operations =
Annual Cost Summary - Increase/{Decraase)
Alternatives: Pert Caplita) Cost 08M Cost Other Costs | Buslness Risk Score
Unfunded Program: Without abillty to train In-house, critical eraft positions would be difficult to n/a s - s 20,000 | $ - 6
fill. Also, regulating bodies may de-certify our Apprentice program. Inabllity
to traln In-house may require extensive travel to fulflll our training
obligations to malintaln required skillsets.
|Alternative 1: 8rief name |Describe other optlons that were considered describeany | S - § - $ - 2
of alternative (If Incremental
applicable) changesin
operations
Alternative 2: Brief name |Describe other aptlans that were considered describeany | $ - S - S - 0
of alternative (If Incremental
applicable) changes In
operations
Alternative 3 Name : Brief |Describe other optlons that were consldered describeany | $ + 5 - H] - 0
name of alternative (If incremental
applicable) changes In
operatlons
Program Cash Flows
Capltal Cost O&M Cost Other Costs Approved Assoclated Ers (list all applicable):
Previous - - - S -
2013 60,000 - - b 60,000
2014 60,000 - 60,000
2015 60,000 3 = 60,000
2016] $ 60,000 E B3 £0,000
2017] 60,000 - |5 - |s 60,000
2018 3 60,000
2019] § - |s $ S 60,000
Total] § 300,000 | $ - 5 » S 420,000
&R 2013 2014 2015 2016 2017 Total
71200 3 60,000 60,0060 60,000 | 60,000 | 5 60,000 | 5 300,000
0 3 - = - 5 . 5 . -
0 S - - - . 3 . -
0 5 - = I -
0 > - 5 = $ - - $ -
0 i 3 - - > 3 $ 2
0 - - 4 - s 5 . s .
0 £ ol £ § ] $ Additional Justifcatlons:
0 5 - - - > . 5 The proper training of apprentices Is governed by the
0 5 - - - 3 s - Washl Stata Apprenticeship Rules and Act (Chpt 296-05
0 5 . - - 3 . s 3 B WAC & Chpt 49 04 RCW) 35 well as numerous other Washington
0 5 - - 3 - 3 a State Labor and Industrles WAC/RCW regulations, And by the
0 [ - - = e ‘ 3 x Federal Department of Labor under Apprentlica Labor Standards
0 3 = = - : = 29 CFR Part 29 and the Fitzgarald Act-National Apprenticeship
0 4 = - = = ¢ Act and other DOL regulations and rules. Compliance/safety
0 = 3 . F B N N [ training for journey workers Is mandated by multiple
Total 3 50,000 | & 50,000 60,000 60,000 0,000 | ¢ 300,000 rulasfregulations at (hs}nd:a:alf::t:lxla OSHA and at the state
Resources Requirements; frequest forms ond approvals attached)
Internal Labor Avallability: [ Low probabllity [0 redium probability ligh Probsbitty  Enterprise Tech; [ ves - attach form HOor Not Requied f.:trk;::,:‘::?u‘;;h:::h'::k::';:}::;:: T,d .;:mml i
Contract Labor: Oves [@ro Facllitles: O3 ves - attach form RO o7 Not Reqtred resourca ownars heve been contacted and to provide |
Capital Tools: [ ves - attach form &) 10 o Not Reatied agenaral sense of how likely statf will be provided |
Fleet: [ ves - atuach form O or Not Reured | {this does not require a firm committment), |
Key Performance Indlcator(s)
ected Performance Improvesnents
|It5'1 Measure: Fill In the name of the KPI hare |
L Fill In the name of the KPl here |
— —————— Prepared N Thorson
l w—_— - -
LG PP Wt A
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Avista/1401

Capltal Program Business Case

——Poly. {HREF1}

- —1 This graph Is to provide a place to direct
| the KPl benefit. Providing s graph Is

1 ded to help

| what the project Is Intended to

Schuh/Page 40
G-6
Reviewed  signalure
Direclor/Manager
Other Party Review signalure /I W( ’{//{MM
(If necessary) ¥ \ éfgclaéhﬂanagsr

This space Is to be used for photographs, charls, or olher dala {hal may be useful In evaulating the Program

To be completed by Capltal Planning Group

Rationale for declslon

Review Cydes
2012-2016

Date Template
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Capital Program Business Case

Avista/1401

LuvisTa Schuh/Page 41
NGD-1
Investment Name: New Revenue - Growth
Requested Amount $ 33,170,486 |Assessments:
Duration/Timeframe On Going Year Program Financial: 8.40%
Dept.., Area: Energy Delivery Strategle: Other
Owner: Al Fisher Business Risk: Business Risk Reduction *0 and <= §
Sponsar: Don Kopczynski Program Risk: Mod tainty around cosl, schedule and resources
Category: Mandatory
Mandate/Reg. Reference:  Growth Assessment Score; 97 A | Cost y:l /{Decrease)
Recommend Program Description: Performance Capital Cost O&M Cost Other Costs Business Risk Score
This program is for costs to serve new loads for gas and electric. This includes the cost to construct new describeany | $ 33,170,486 | S . S - 4
overhead and underground lines, gas piping, street and area lights. Devices such as transformers, meters, | incremental
regulators, ERTs, and network transformers and protectors are also included in this business case. changes that
2014 Budget: 23% increase (from 2013's original plan) in hookups is projected. this Program
would benefit
present
operations
| Cost S y - Increase/(Decrease)
Alternatives: Performance Capital Cost O&M Cost Other Costs Business Risk Score
Unfunded Program: We have an obligation to serve. Additionally if not funded, there would be n/a $ - $ . 3 E 12
minimal customer load growth
Alternative 1: Brief name |Describe other options that were considered describeany | $ = $ L = 4
of alternative (if incremental
applicable) changes in
operations
Alternotive 2. Brief name |Describe other options that were considered describeany | § . S - $ = 0
of alternative (if incremental
applicable} changes in
operations
Alternative 3 Name : Brief |Describe other options that were considered describeany | $ s - S - 0
name of alternative (if incremental
applicable) changes in
operations
Program Cash Flows
Capital Cost O&M Cost Other Costs Approved Associated Ers (list all applicable):
Previous| $ . S - $ . - 1000 1001 1002 1003
2014} & 33,170,486 | § - 5 - 5 33,170,486 1004 1005 1009 1050
2015| 38,465,049 | $ . S - > 38,512,116 1051 1053
2016| & 40,785,194 | $ = $ - 5 41,434,864
2017] $ 41,389,769 | § s 5 $ 40,763,946
2018] $ 42,027,959 | § - S - 5 40,657,672
2019] $ 42,027,959 5 42,027,959
Total| § 237,866,416 | § - $ = $ 236,567,043
ER 2014 2015 2016 2017 2018 Total Mandate Excerpt (if applicable):
1000 S 11,620,718 | & 13,606,838 | $ 14,471,120 [ § 15,578,871 | $ 16,125,357 | $§ 71,402,904 | provide brief citation of the law or regulation and a
1001 S 10,601,275 | & 12,062,433 | 5 12,913,301 | 5 14,015,398 | $ 14,502,519 | $ 64,094,926 reference number if possible
1002 5 340,410 | & 340,410 | £ 340,410 | $ 340,410 | 5 340,410 | 5 1,702,050
1003 $ 5,766,400 5,874,400 | & 6,150,400 | 4,179,562 | $ 4,179,562 | $ 26,150,324
1004 5 650,000 | § 650,000 | & 650,000 | $ 650,000 | 650,000 | $ 3,250,000
1005 $ 600,000 | § 625,000 | $ 650,000 | $ 675,000 | § 700,000 | $ 3,250,000
1009 5 890,000 | § 920,000 | $ 950,000 | & 980,000 | $ 980,000 | § 4,720,000
1050 5 1,768,580 | $ 1,875,666 | 5 1,994,413 |5 2,126,567 | $ 1,894,939 | S 9,660,165 |Additional Justifications:
1051 ) 305,825 | $ 324,552 | § 345,474 | $ 368,929 | & 328,220 | S 1,673,000 Any supplementary information that may be useful in
1053 S 627,279 | § 2,185,750 | 5§ 2,320,075 | § 2,475,031 15 2326952 |% 9,935,087 |  describing in more detail the nature of the Project, the
0 $ - |5 - 18 o ) - 15 - |$ - urgency, etc.
0 $ - $ - 3 = 5 = $ = $ :
0 s - |5 - 1 - |5 = |3 - |8 =
0 5 . $ - 5 - § = $ 3 5 =
0 S - § = S . 5 = $ - 3 -
0 $ - |8 - |3 - |3 - |$ L ) 3
Total $ 33,170,486 | § 38,465,049 | $ 40,785,194 | § 41,389,769 | $ 42,027,959 | $ 195,838,457
Resources Requirements: (request forms and approvals attached)
Check the appropriate box. The internal and contract
Internal Labor Availability: [0 Low Probability Medium Probabllty  [J High probabity ~ Enterprise Tech: [ YES - attach form NO or Not Required labor boxes should be checked to indlcate if the
Contract Labor: YES Ono Facilities: [ ¥Es - attach form NO or Not Required resource owners have been contacted and to provide
Capital Tools: [ s - attach form NO or Not Required a general sense of how likely staff will be provided
Fleet: [ ves - attach form NO ar Not Required {this does not require a firm committment).

Page 1 of 2
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Capital Program Business Case

Avista/1401
Schuh/Page 42

NGD-1

Prepared signature

Reviewed

signature
S Director/Manager

Other Party Review signalure \_/H& Qw

D

(if necessary) Director

E&G Connects Current & Forecast

This space is to be used for photographs, charts, or other data that may be useful in evaulating the Program

Electric & Gas New Customer Connects

12,000 1.200
——2013 Plan 4
10,000 b - ;_fé o 1,000 ‘ w2013 Actudl- - - o o o e /
- E?J} | ﬁ" ,/ + =+ 2014 Plan - / )
8,000 g P;/ /‘ e 800 ==
we B B 2 . ;
) ?,H :_,f (i -] [
6,000 - j{ = L /‘/ e
‘ U 600
:Q-’.:': 7 ,/; ? fé ﬁ % %
L > >
4,000 :J,? £ y v F;-/ "5'" ff‘ 400 -
i (,f!‘ - t Z s
e e . g 4
2,000 - o /‘ 5 o
) ] G A 00
Ve 7] e A s ./“
£ i Gl et L i
2013 YTD 2014 Proj 2015 Proj 20?6 Proj 2017 Proj 2018 Proj i = TARN P o B I G ep oct NOV e
To be completed by Capital Planning Group
Rationale for decision Review Cycles
2012-2016
Date Template
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Avista/1401

Schuh/Page 43
Capital Investment Business Case
AlnsTa NGD-2
Investment Name: Gas Relnforcement
Requested Amount ,000, |Assessments:
Duratlen/Timelrame On-Galng 2072+ Financial; MH - >= 8% & <12% CIRR
Dept.., Area: Gas Operalions Strategle: Reliabillly & Capacily
Owner: wl'ﬁt ke F'auiﬁunﬁarry Operational erations nol impacied by execution
|Sponsar: Don Kopozynskl Business Risk: E&ﬁ Reduclion >10 and <= 15
| Category: Mandatory Program Risk: Moderale certainty around cosl, scheduls and
|Mandnte/Reg. Reference:  WAC 4B0-90-148(2)(d), [DAPA 31.31.01.151, OR JAssessment Score: 143 Annual Cost v -Inc /{Decresse) |
Recommend Progrem Description: Performance Capital Cost O&M Cost Other Costs | Business Risk Score|
This annual program will provide for necessary relnforcements and rellabllity looping of the existing gas descrlbe any | § 1,050,000 | § . $ . 4
distribution system In WA, 10, and OR. Avista has an abligatton to provide reliable service that Is of Incremental
adequate pressure and capaclty. Pertodic relnforcement of the system Is required to rellably serve due to | changes that
increased demand at existing service locations and new customers. Execution of this program on an this Program
annual basls will ensure the continuation of reliable gas service that Is of adequate pressure and capacity. | would bensfit
The 2013 budget was cut and needs to be increased for 2014+ (to $1,000,000) to ensure adequate present
capacity that will meet a design day load, Specific ER's may be added to this Business Case as they are operatlons
defined as Reinforcement Projects.
Annual Cost y - Increase/[Dacreasa)
Alternatives: Performance Capital Cost O&M Cost Other Costs  |Bus]| Risk Score]
Status Quo : Gas distrlbutton reinforcements are ldentified on an on-goling basls and need n/a $ - S - 16
to be completed when identified to ensure cantinuatlon of rellable service,
Alternotive 1: Plpe Capital Plpe Instaliations - Install additlonal plpe to reinforce and loop exlsting Reduced s 1,000,000 $ - 4
|instaltation gas distrlbution system to increase system rellability. system
manitoring
during cold
Alternative 2. Uprate Distrlbution System Uprates - Increase the operating pressure of existing gas Reductionin | § 50,000 | § 100,000 | § - 4
Alternative distributlon system to a 60 PSKG MAOP. Uprating gas distributlon system will regulator
Increase the dellvery capacity in addItion to increases operating effictency by statlon
tying existing distribution system together with simllar operating pressures, malintenance,
Alternative 3 Name: Brief |Describe other options that were consldered describe any | $ . S - $ - 0
name of alternative (If Incremental
applicable) changes In
operatlons
Program Cash Flows Assoclated Ers (lst all npplicable):
2012-2016 Current ER
Capltal Cost Q&M Cost Other Costs Approved Capltal 3000
2012| § 1,050,000 | § = E * 3 800,000
2013 1,050,000 - 5 - > 1,120,000
2014 1,000,000 . - 1,000,000
2015 1,000,000 . - 3 1,000,000
2016 1,000,000 - - b 1,000,000
2017 800,000 | 5 ] - 800,000
2018 600,000 | § - 3 - 600,000 |
2019 . 3 ] = 600,000
Total| & 6,500,000 | & - 5 3 6,920,000

Mandate Excerpt (If applicable):

reasonable dillgence and care fo furnish and dellver a conlinuous and sufficlent quanlity of gas lo its customers but does not guarantee continully or sufficiency of quantity.”

WAC 480-90-148(2)(d), "Each gas ul'ﬁ'ﬁy mus! maintain ils gas syslemin a condilion that enables it to furnish safe, adequale, and officient service.” IDAPA 31,31.01.1 51, "Service to the
customer shall assure the customer of adequate pressure, a definite heat content, and the accurate measurement of gas.”, OR Tariff - Rule 14(A)(2), "The Company will exerclse

Additlonal Justifications:

|Program required to rellably serve customers

Page 10t 2 "

Frictad 61032015

Cwioret b LA TE KRB Unda's  Grs Wstover e Frograr

UG 288 - Avista Corporation Final Brief Appendix B Page 59 of 92



LwisTa

Capiltal Investment Business Case

Resources Requlrements: {request forms and approvals attached)

Internal Labor Avallability: [Jiow probabiity

Contract Labor: YES Ono

‘Key Performance Indlcator(s)

cied Performance Improvements
KPI Measure: Cold Weather Related Outages
|

Fill in the name of the KPl here

Avista/1401
Schuh/Page 44

NGD-2

[ tedium reobaviity [ tigh probaviity  Enterprise Tech: [ ves - attach form [Z 10 or tiot Required Check the appropriate box. The |
Facllities: O ves - avtach form 1O or Not Required Intston]l sndd contract bbor boves: |
Capital Tools: [ ves - attach form HO or Hot Required should bo chacked to indicate If tha
Fleet: [ ves - attach form HO or Not Required resource awners have been

contectad and to provide a general
sense of how likely staff will be
provided (thls does not requlre a firm
| | cammitmeant),
|
Prepared  slgnature
Reviewed  signature

Director/Manager

Other Party Revlew signalure —”]/H a (A 1,{ ,{ S’{’{} I’/('ﬂ?k-/‘}/

(if necessary) Direclor/Manager

ER 3000 & 3268 - Spending
Gas Relnforcement Minor Blanket
$900,000 S —
$800,000 = 2007
$700,000 — e ——2008
)
= — 2000
$600,000
$500,000 PP — | —a0t10
$400,000 /f ‘ 7;. | —2011
$300,000 . ” —2012
= n /—7‘/
$200,000 - ~A-2013
$100,000 f——— s S — Budgel
— /’ ——— -
§0 ¥ T T T v 3 T v v v
1 2 3 4 § 6 K 8 9 10 1 12
Sttus Qo Rlsk
. ERM Rlsk Status RAlskan
usiness Caie Reduction Quo Rew| Cormpletion [ —
R (il {Cornemamul Uksihoad Lagal, Regudtery, tatmemal Dualrans Altitn W alihocd 'm:"'::':;‘:'m Ualthosd
tan/Rusou (festontry snoage)
1 4 - Polental for ragulston 10 Imposa onsious
2+ $200k  $2MM I(onnlvur [rextrictions or Banrd of menagemant 1o muke [(IMH’V!II $- 120,000 Cus tamst-haur < Onee / Syean
o) anderhlp change |
Emirenmartal | unetthoas Sutaty and Hoalthe e | uresecs | Saluty asdileidy dmoyes Ukaldesd
0 1- Fotontial tor inhery 1
i PUbII haalth Intresructurs mpact up 10 8 hours E‘m“’w""'!"”""""h' iy (9 funsty
Rirk upon Completion
Gas Relnforcement 2 16 4
Finencial impact
[cormrquuntal Ukiihood Logal, Requlntery, Externat Buatrase Albaky Wkaihood ll::ﬂ";’,"."::;‘:mm Woipocd
ST T
2 s madarin
1< $300 Onnllonui lml,wllnl.nrlnlnmlnlllummn nulln 4Onta [ 1019am |1+ < 1,500 wrtomertosn <Ones { LDwEN
r | el sy
Envhanmyrtal | triemod Salety andHanh: Pbike Ukebood Sataty and Hashh: mdloyes Ukrihoud
§ ::;:::::ﬂ;;'w:mw topuctop to abours 14 M8/ S0vaec |1 Pomnth) For infury LB
To be completed by Capital Planning Group
lonele for decision Review Cycles
2012-2016
Date Templi
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Avista/1401

Schuh/Page 45
Capltal Investment Business Case
AwisTa NGD-3
Tnvestment Name: Repl. Deterlorating Steel Gas Systems
Requested Amount “§800,000 |Assessments:
Duration/Timelrame On-Golng Financlat: <= 0% CIRR
Dept.,, Area: Gas Operallons Strateglc: Life Cycle Programs
Ownar: “Mike Faulkenbarry Operational: Operalions Improved beyond currenl levels
Sp : ‘Don Kopozynskl RAusiness Risk: E educlion >6 and <= 10
Category: Program Program Risk: Moderale certalnty around cost, schedule and a8
Mandate/Reg, Reference: Assessment Score: 78 Annual Cost Summary - Increase/(Decrease)
Recommend Program Description: Parf Capltal Cost 0&M Cost Other Costs | Business Risk Score
This annual program will replace sectlons of existing steel gas plping that are suspect for fallure or are describeany | § 800,000 | $ - $ - 1
showlng signs of deterloration within the gas system. This program wlll address the replacement of incremental
sections of gas maln wilh carrosion related Issues that no longer aperate rellably and/or safely. Sections changes that

of the gas system require replacement due to many factors Including material fallures, environmental
impact, increased leak frequency, or coating problems. This program will ldentify and replace sectlons of
steel pipe to improve public safety and system rellabllity; It's primary facus s to address carresion related

plpe Issues.

this Program
would benefit
present
operatlons

Annual Cost

Summary - Increase/(Dacrease)

Alternatives: Parformance Caplital Cost O&M Cost Other Costs | Business Risk Score
Status Quo: A number of locatlons have been identified in Medford, Klamath Falls, nfa S - $ - S - 6
Roseburg, and La Grande OR that have older main at a higher operating risk
related to leaks.
Alternative 1: Plpe |Strategically replace sections of at-risk steel piplng. Reduced risk of | $ 800,000 | $ - $ - 1
Installatlon system leaks
Alternative 2: describe any | § - $ . ] - 0
incremental
changes In
operatians
Atternative 3 Name : Brief describeany | § s - $ - 0
name of alternative (If incremental
applicable) changes in
operations

Program Cash Flows

Associated Ers (lIst all applicable):

2012-2016 Current ER
Capital Cost Q&M Cost Other Costs Approved 3001
2012) § 800,000 | $ e |- - 1§ 800,000
2013 ¢ 600,000 | $ - - 665,000
2014 800,000 - - 1,280,000
2015 § 1,000,000 : - 1,000,000
2016 $ 1,000,000 - 1,000,000
2017 1,000,000 | $ . - 1,000,000
2018/ § 1,000,000 - |4 - 5 1,000,000
2019] § Sl - ] B 1,000,000
Total| § 6,200,000 | § E ] - |3 7,745,000
Mandate Excerpt (If applicable):
NIA

‘Additlonal Justificatl

This program has been executed historically using a qualltative assessment method at the district level.

Page 1 of 2
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Resources Requirements: (request farms and approvals attached)

Internal Labor Avallability: []Low probabiliry

Capiltal Investment Business Case

[0 Medium Probablity High probablity  Enterprise Tech:

Contract Labor; YES [Eno Facilitles;
Capital Tools:
Fleet:
Key Performanca Indicator(s)
Expected Padarmanca improvemants
KPI Measurea: Leak Rate/ 1000 miles of steel plpe |
|
Prepared
External Corrosion Leaks
10 - - ———
577 \ - ,/'\ Revlewed

D YES - altach form
[ vES - attach form
[ vEs - attach form
O ves - attach form

] 110 or Not Required
[E1 46 ot Nov Required
HO or Nol Required
HO or Not Required

signalure

Avista/1401
Schuh/Page 46

NGD-3

| check the approptata box. The

| Internal and contract labor boxes
should be checked ta indlcate if the
resourca owners have baan

contacted and to provide a general |
sanse of how likaly staff will be |
provided {thls does not raquire e firm
commitmant),

signature

Dlreclor/Manager

9 .
[ 1y IS———T {A—
7 b— =
6 {- \\ ’,! \v/ = mem=Corroslon Leaks/1000
5 milas of steesl plpa
4 -Hl—-—— - — —  »~— -Dase Line {Syr Avg}
PI7 | ——— E— Other Party Review signalure
—_— - (if necessary)
P e o -
0 . . . = . oy
2004 2005 2006 2007 2008 2008 2010 2011 2012 Source- DIMP

DlrecloriManager

ER 3001 - Spending

Replace Deteriorating Gas Systems

This space Is to be used for pholographs, charls, or other data lhal may be useful in evalualing the Program

§1,80000 7—————— —
$1,800,000 2007
§1,400,000 — 2008
$1,200,000 2000
$1,000,000 — 2010
$800,000 —201
$600,000 - —2012
$400,000 w2013
$200,000 < ]
$0
[ T — B
ranmiar Reduction | oo g Pinandsl mpect
Seate | Rhy Scng: (Coneqantinl Dahcd gl Reptary, Ertarmal Buataess Al Uhstinocd m::::.‘:"m“:::m.) Withood
)
U= Pu b 0] is an gl b 10 A pan e ot frrer
D S1MM - SAMM oo | orfoard ! Yeonws /10ywani i - < 1500 Cuntoener hours « Omew { Wywan|
I'_oldlnhl'd\lnll 1
Eonirvrrretad Laidead Satety ared eatths oAb J Wy fited Sty o et On plyen Lide et
JEIPRIAS Lo W UrOte 9- Potzntind for sedtoua Inry i
lerel ICls, no
-:I:nlhn.llumllllm ¢ Once / yrar :':'I"".‘:‘_““""" t vaulpraent, propuityor :dmallowm 4. Potenttal fos (n)ory Ly Once / 30 yenn
ninoranesedesce, astundand o A
il es g o
Repl. Beteriarating B i . i ugon Compteben
Sleg! Gas Systoms Tromulmme TR
(Comuquntist e tepal, Aapulatary, Cotermi Business Altoin Ukebined u L "“ml Vhniteod
conoe 50yean |11 SERISnACs @A TOBIET L gua fsopean i - < L Osarbean lOnca / Byean
Ll Safrty and M ahie Pl BV Ehoad hmuﬂ!n“!lu" A S
L}
1« Potuabil lertajiey
::.:::‘;::.:::.m..!‘“m"mf by S e et :ﬂmln\un{l-nunnl foriokiy ld (e J S0 iwaes
lesnsg : :
To be completed by Capital Planning Group
Ratlonale for decislon Revlew Cycles
2012-2016
Date Template
Pty K 2a1s
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Avista/1401

J'v.sra' Capital Program Businesa Case Schuh/Page 47
! NGD-4
Investment Name: Regulator Statlon Rellabliity Replacement
Requested Amount “§800,000 A
Duralion/Timeframe On-Going Year Program Financial: 7.00%
Dept.., Arca: Gas Operalion Strateglc: Life-cycle asset management
Owner; Typlcally Direclor Business Risk: Business Risk Reduclion >0 and <= §
Sponsor: Typically Execulive Officer Program Risk: _High certainty around cost, schedule and resources
Category: Program
Mandate/Reg. Reference:  PHMSA CFR 192.739 Assessment Score! 75 A | Cost § ¥ - Inc /(Decrease)
Recommend Program Description: Parformance Capital Cost O&M Cost Other Costs | Business Risk Score
This annual program will replace or upgrade existing regulator statlons and meter stations to current describe any | S 600,000 & . $ 1
Avista standards, This program will address enhancements that wili improve system operating Incremental
performance, safety, replacement of ihadequate or antlquated equipment that Is no lenger supported, changes that
and ensure the rellable operation of metering and regulating equipment. this Program
would benefit
present
operatlons
Annual Cost § y - Increase/(Decrease)
Alternatives: Performance Capltal Cost O&M Cost Other Costs Business Risk Score
Unfunded Program: Malntenance may not be ahle to be completed properly due to antiquated n/a $ - $ . s - 4
equipment. This could result In fines from PUC, leaks on stations, and higher
rates of equipment fallure,
Alternotive 1: Complete  |Statlons that require upgrade or replacement are Identified on an an-golng Reductionin | $ 600,000 | $ . S 1
as described above. basls to ensure continued reliable operatlons. Stations that are not upgraded Reg Stn
may pose a greater risk to teaks or affect system reliability, maintenance.
Alternative 2: Brief name |Describe other options that were considered describe any | 3 - $ . $ . 0
of alternative {If incremental
applicable) changes In
operations
Alternative 3 Nome : 8rlel |Descrlbe othor options that were considered describeany | § - $ " § 0
name of alternative (If incremental
applicable) changes in
operations
Program Cash Flows
Capltal Cost O&M Cost Other Costs Approved Assoclated Ers {list all applicable):
Previous| $ - |5 - s S - 3002
2014] $ 600,000 | $ ) ] C 725,000
2015| $§ 800,000 = 9 - S 800,000
20161 $ 800,000 - s - |5 800,000
2017| § 800,000 | § - 5 - E 800,000
2018[ $ 800,000 | $ - 1S - |$ 800,000
2019] $ 800,000 | § - |3 . 800,000
2020+] $ 800,000 | $ $ - IS -
Total| $ 5,400,000 | § - S - S 4,725,000
ER 2014 2015 2016 2017 2019 Total |Mandate Excerpt (If applicable}:
3002 $ 800,000 800,000 | $ 800,000 800,000 | § 800,000 | $ 4,000,000 |CFR § 162.739 - Pressure limiling and regulating
0 $ - | - | % - - |4 - 13 - |stations: Inspactlon and lesting. Mandates thal
0 $ B K- ¢ - - |8 [ - |Regulating Stalions must be inspacted annually.
0 $ . |3 - | s « |8 - |8 $ - |If older components are not repalrable, then
lo E 3 - |3 ] . | a E - |maintenance might not be completed appropriately.
lo Bl - s - |8 - |3 B -
L] . ¢ - |3 « 1% - 19 - 3 =
] - 3 - E - 5 - E - s - |Addittonal Justications:
}g § . 3 - § . 5 - - 5 - |Approdmately 50% of the spending is required to satlsly
(1] $ - § - E 3 > - 3 - ] - |the replacement of antiquated equipment or have an
0 $ - E - $ - S - 5 - 5 - |elevated safety risk, Approxtmately 50% of the spending Is
0 ] E- = 13 L ) - L - = |strategle and provides enhancements that facilltate
0 L R k3 = ’ = - |operation and maintenance.
0 . $ - R > - S =
o $ . 3 3 3 = - 1 =
lo 3 . - s - 3 - . 3 -
|Total $ 800,000 800,000 | $ 800,000 | & 800,000 | & 800,000 | $ 4,000,000
Resources Requlrements: (request forms ond approvals attached)
" Check the appropriate box. The Interal and contract
Internal Labor Avallabillty:  [Jiow probablity O Medium Probabitity High Probabiity  Enterprise Tech: [ ves - avtach form G or ol Required ' jabior boxes shauld be checked to Indicate Jf the
Contract Labor: Clves o Facllities: [ ves - attach forn KO or ol Required resource owners have been contacted and to provide
Capital Tools: [ ves - attach ferm HO or Nol Required a general sense of how likety stalf will be provided
Fleet: I ¥ES - atlach form 10 or Nol Required (this does not require a firm committment).
Key Performance Indlcator(s)
Expected Performance Improvemonts
KPI Measure: |
N |
Prepared lgnal
ER 3002 - Regulator
Reliability Minor Blanket
$1,200,000 - — - ; 1
#1,000,000 UG,288 - Avista Cogporation Final Brief Appendix B Page 63 of 92
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Capltal Program Business

AlwisTa
ER 3002 - Regulator
Reliability Minor Blanket
$1,200,000 37— e I . I
- Reviewed
$1,000,000 = T
/ — 0
$800,000 e
$600,000 — || —n
$600,000 ~ $500,000 o
$400,000 £ o
$237,475 -
$200,000 “-—r/:”: : — gt
PO I = e —
1 2 3 4 5 6 7 8 9 10 11 12

Case

Avista/1401
Schuh/Page 48

NGD-4

signature

Director/Manager

Other Party Revlew signature J’]/m\ff,'[,(l{[/{,j"’{ {,b{r‘,\/dﬁr

(if necessary)

Difeclor’Manager

This space is lo be used (or photographs, chars, or other data that may be useful in evaulating the Program

Statis Quo RIsk

Sty Risk on
Buslness Case g QuoRew | C
Acductlen | 7 Raw Scors Einanetal Impact Curtomey Sesvice and Aellabliv
{Conavquential Uk elihood legal, Regulatory, Externdl Dustorst Allatrs Ukelood J v Wnelihood
P {# antomen * chration of 60 oinge)
ostifAruenii)
2- Could yerult In 2 modarate negatiw Impact to
Le e $7000 <Once / 10y0an |lotal, online, arindutivial relatianships and for |« Ones / 10y ean |1« < ) 500 Custamer-hour < Osgw{ 10 yein.
e fleabl pdis saverage
Envirannantsl 1Asiood Sulaty wisl Hratide Pobiie U bt Stty s 1nalts Ensonen u b
o+ TV SHIT W ITH O 10 it
foulesellnen ag 1+ Gotential forlnjury
migratlon, Al erlcaion <0nce / 10yean <Onte £ 10yean |1 - potential tor lnjury «Outo { 10 yean
dnor extyedents, ttandand Publit haslih Intedstruiore lmpadt up ta & haurs
wled g
lator Stallon Rirk vpon Comptetion
Hellability 2 4 2
Raplacament dnanclslimpncy Customer Service and Rallablity
{Comeguntint Ukekhood Lagal, Roguutory, Entemal Bualneis Alfalss Ukelihood (8 cuntomens * duretionof n utags) Welthood
(Hlllll!pﬂl!ll
1-Na i &n media o 1 gub
1eeion < Qnee /10y eeiubimnq bt < Oace /50y ot € Oniwt f 50 yeads
Evlrommints) [ Bolaty end ifealihe Pt [ Ealoty snd 1w it Dinployre bt
1+ Instuned vplll with Die
low leve) #Q5, no
A L+ Patential for ntiey
mlantion, sasiislen  |aoncarsovean L e impatiup e Shous |£O1C0 FEORIR {1 - Potonua) fas lnpury <Onte / 50 yean
inlnor crce edence, standand
1 doan.up
To bo completed by Capital Planning Group
Rationale for declsl Review Cycles
2012-2016
Date Templat
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Avista/1401

" Schuh/Page 49
ﬂw'smr apltal Investment Buslness Case NGD-5
Tnvestment Nanie: wr&_uﬁas Rep! t Slraet and Highway
Requested Amount ,a00, Assessments:
Durallon/Timeframe  "On-Going Finangial: Medlum - >= §% & <9% CIRR
Dept.., Area: Gas Operalions Strateglc: “Oiher
Owner: @ Faulkenberry Operational: Operalions require exacution fo parform at curent levels
Sponsor: Don Kopczynski Business Risk: ER%‘ Reduclion >10 and <= 15
Category: Mandatory Program Risk: Moderate cerlainty around cosl, schedule and
Aandate/Reg. Reference: Franchise Agreemenls and Permils Assessment Score; 140 Annual Cost Summary - Increase/(Decrease
Recommend Program Description: Performance Cepital Cost O&MCost Other Costs i Rlsk Score|
This annual program will replace sections of existing gas piping that require replacement due to relocation | describeany | $ 4,500,000 | $ - $ - 2
or Impre t of streets or highways In areas where gas piping 15 Installed. Avista Installs many of its Incremental
facllities In public right-of-way under established franchlse agreements. Avista is required under the changes that
franchlse agreements, In most cases, to relocate its facilities when they are in conflict with road or this Program
highway Improvements. would benefit
present
operations
Annual Cost Summary - Increase/(Decrease)
JAlL I Perfi e Capital Cost O&M Cost Other Costs | Busl) Risk Scote|
Status Quo : Avista would be out of compli with blished franchise agr t nfa $ . s - $ - 16
and/or permits if work Is not completed.
Alternative 1: Relocate facilities In conflict with street and highway projects where nfa $ 4,500,000 | $ - S - 2
blished franchise agr ts and/or permits exlst,
Alternative 2: nja S - |$ $ - 0
Alternative 3 Name ; Brief describeany | $ - S - 1$ 0
name of alternative (If Incremental
applicable) changes In
opetrations
Program Cash Flows Assoclated Ers (llst all applicable)
2012-2016 Current ER
Capltal Cost O8&M Cost Other Costs Approvad 3003
3302
2012| § 2,200,000 | 5 - - 2,200,000 3297
2013 4,500,000 | - - 3 4,550,000
2014 4,500,000 | & - - § 4,300,000
2015 4,500,000 { & - > - 4,500,000
2016 $ 4,500,000 | 5 - - 4,500,000
2017 4,500,000 { 3 - - 4,500,000
2018 4,500,000 | § - . 4,500,000
2015] 5 - 2 3 - S 4,500,000
Total| & 29_:_2_00,000 ; E . > 33,550,000
Mandate pt (Il applicable):
Franchise agreements and lyplcal slale highway and RIR permils prescribe that the ulility will relocate at their expense when in conflict with entity activilies.
‘Addittonal Justificatt
Mandatory work to malntain compllance with exlsting franchlse and operating permits with state highway districts and rall roads.
Page 1 0f 2 - _— S |
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Avista/1401

Schuh/Page 50
Capital Investment Business Case

Lwisva NGD-5

‘Resources Requiremnents: (request forms and approvals attached)

Internal Labor Avallabllity: [ vow probaiity Medium Probabiity (] High erotablity  Enterprise Tech: [ ves - amtach form 1O or Mol Regulred | Check the '.pprop"m box. The
Contract Labor: e Owo Facllities: O vis - attach form 1O or Mot Reaulred | Intarnal and contract labor boxes
Capital Tools: Vs - attach form 1O or Nol Required should ba checked to indleate If the
Fleet: [ ES - attach fosm 1O or ol Reaured | rasource owners have baan
contacted and to provide a ganeral
sense of how likely staff will be
Key P"'O"d:rmu lndlqtor(!) | provided (this does net requira a firm
Expoctad Parformance Impravements committmant).
|KPI Measure: _}

Prepared  signalure

Reviewed  signature

Director/Manager

Other Party Review Signalure
{if necessary)

S — — —

ER 3003 & 3302 - Spending |
Gas Repilc. - Street & Hwy .
[
$4,000,000 —
$3,500,000 2 e, L] . - 2007
$3,000,000 —-2008
— 2009
$2,500,000 200
—2010
$2,000,000
~—2011
$1,500,000
-—2012
1,000 T
$1,000,000 ~m-2013
$500,000 1 — Budgel
30 - e —
Reilability
of an cutags) Ukelihood
4 - Patanilsl for regulators to impose onetaus v
2 - $200k - $7MM < Onee / yaar | or Bossd or » make < Onea / year 1-<1,500 Quntomer-hours < Onca / 10 yanrs,
Jeaderihip cha: [}
Environmantal Uhstivacd Salaby nnd Heslth: fuble I Ukalihood Safaty snd Health) Employss Uhellhood
i
Gas Replacomant 14 ® 2 (e EETTD
et s Hishiey UCTL LD Custamar Sarvice and Aulisbil
= Legal, Regulaiosy, Enlemal Business Atiatrs Ukalihood " am:::m * durstion ef .;ﬂn‘.v“) Ukelthood
y!wlmll = —
1+ 2 §2000 t‘!ﬂﬁlm\‘lﬂ :.;:‘;:::;‘lvmp.“mmml ffgesiery 1EOnea / 10ysars 1 - <1,500 Qstomer-houn < Onca /S0 ywan |
Environmantal ; Uhalihood Safuty and Hunith: Pobléc ! Uhslihood Salaty wsel I!'l-ﬂhl{mm Uk alihoad

To be ploted by Caplital Planning Group

Ratlonale for decislon Review Cycles
2012-2016
Date Templ
Page 2 of 2 iraeses 0 Urdre-Os Rhres St Hg B
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Avista/1401

Capital Program Business Case Schuh/Page 51
AlwisTa
NGD-6
Investment Name: Cathodic Protoction, Natural Gas
Requested Amount X A
Ouration/Timelrame on-going Year Program Financial: 9.00%
Dept.., Area: Gas Operalions Strategic: Reliability & capacily
Owner: Mike Faulkenberry Iness Risk: Business Risk Reduction >5 and <= 10
{Sponsor; Don Kopezynski Progeam Risk: Moderate certainly around cosl, schedule and resources
Category: Mandatory
Mandate/Reg. Reference: 49 GFR 192, Subpart | - "Requirements for Corrosl|Assessment Score: 138 Annual Cost Summary - Increase/(Decrease)
Recommend Program Description: Parformance Capital Cost 08M Cost Other Costs | Businass Risk Score
This annual program will replace exlsting and Install new cathodic protection systems 1o ensure descrlbeany | 950,000 | § - 5 B 4
compliance with 49 CFR 192, Subpart ) - "Requirements for Corroslon Control" that requires pipelines be | incremental
protected against external corrosion by means of a cathodlc protectlon system. This program will ensure| changes that
appropriate cathodlc protection levols are maintalned, reduce carrasion related fallures, help prevent this Program
leaks within steel pipeline systems and enhance public safety. would beneflit
present
operatlons
Annual Cost Summary - Increase/(Decrease) C s
Alternatives: Performance Capltal Cost O&M Cost Other Costs Buslness Risk Score
Unfunded Program: Avista would be out of compliance In portions of [ts gas distribution system. n/a $ - $ B $ - 12
Alternative 1: Project as  |Install new and replace existing cathodlc protectlon system, describeany | § 800,000 | § . $ - 4
described above, incremental
changes in
operatlons
Alternative 2; Brief name |Describe other options that were consldered describeany | $ - $ . $ . 0
of alternative (if incremental
applicable) changes In
operatlons
Alternative 3 Name . Brief [Describe other options that were consldered deseribeany | $ . $ . § . 0
name of alternatlve (if incremental
applicable) changes in
operations
Program Cash Flows
_Capltal Cost O&M Cost Other Cosis Approved Iated Ers (list oll applicable):
Previous| § 500,000 - |5 - 13 500,000 3004
2014| § 800,000 - 5 . $ 700,000
2015] § 950,000 - $ - $ 950,000
2016) § 1,000,000 - |8 - |$ 1,000,000
2017] § 1,250,000 - $ - 1,250,000
2018| 5 1,250,000 | & - $ . 5 1,250,000
2019] $ 1,250,000 SHIE - 3 1,250,000
2020+ $ 1,250,000 = $ = > =
Total| 8 8,250,000 - $ - 3 6,900,000
| ER 2014 2015 2016 2017 2019 Total Mandate Excorpt {If spplicable):
|300a § 950,000 | § 1,000,000 | $ 1,250,000 | § 1,250,000 | 5 1,250,000 | § 5,700,000 |48 CFR 192.455(a) "Excepl as provided In paragraphs
[o $ = 1% * - 13 - - |5 - (b), (¢), and {f) of this seckion, each buried or
0 E . 3 . - - . [ .| submerged pipeline Installed after July 31, 1971, musi
I_D - S - § - 5 - - 4 - be protected agalnst external corrosion, Including the
lo = - |4 . . . |8 - following: (2) It must have (cont. below)
lo $ . E $ - - b .
o $ . — |3 — 3 : o [ :
lo $ - - | - |s - - |5 - |Additional Justifications:
lo s L - 13 - _|$ ol - - ] - a cathodic protection system designed to protect the
lo g - § : s - 3 & $ . > - pipeline In accordance with this subpart, Installed and
0 - $ - > =. > = - - $ - placed in operation within 1 year after completion of
(1] - $ * 3 - ] . - . b . construction.
(] = | - 1 ] ) 3 g * .
Io : = . 3 . 5 . 5 - =
lo $ L B . $ - ] O . -
(] $ - 15 . $ 5 > . $ - § .
Total 5 450,000 | $ 1,000,000 | 5 1,250,000 | § 1,250,000 | & 1,250,000 | § 5,700,000
Resources Requlrements: (request forms and opprovals altached)
" Check the approprlate box. The (nternal and contract
Internal Labor Avallability: [ Low Probabiity [2 ttedlum Probabiity [T 1igh Prababliy  Enterprise Tech: [ ves - attach form NG or Hot Hequed . |ahor boes should be checked to Indicate If the
Contract Labor: YES Ono Facllities: [ ¥Es - attach form 10 or Hot Requized resourca ownars have bean contacted and to provide
Capital Toals: [ vEs - attach form [ o or ot Required  a ganeral sense of how Ikely staff vlll be provided
Fleet: ] YES - attach form 1o or tiot Required {thls doos not requlre 3 flem committment).

Key Performance indicator(s)

Expocted Porformance improvemenis
[ke1 Measure: Fill In the name of the KPI here |

Fill In the name of the KPI here ]
— [ Prepared  signalure

| L2

Peeded €7 033014
octin Pogan e

Page 1 of 2
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Capltal Program Business Case

Avista/1401
Schuh/Page 52

Fretad G201-NW

i !
AiwisTna NGD-6
~~-=HREN
1 “wi- -« WREF1
HREFY Reviewed  signalure
08 |- - -—=i==projeet FO Rate” DirectorManager
—— Poly. {HREFI)
0.6 - . -
Other Party Review signature Yn ﬂ/l:j,ﬂ/{ _51(/ / /;‘-6?"'{9’. B
0.4 (if necessary) U7 DirectoriManager
0.2 ~ ~ Thisgraph is to provide n place to direct
the KPI benefit. Providing & graph Is
ol rec ded to help
N what the project is Intended to
ER 3004 - Cathodic Protection el Gregram
Minor Blanket
$1,200,000 A .
K06
$1,000,000 — am
$800,000 — 21
$800,000 g
/‘ / —_— 1
$600,000 — 202
..-/'/ /— 03
$400,000 #d____//,/f .
132,942 . —— Budgel
$200,000 =319, -
// e B8
$0 ‘_.-l""! T T T T T T T T T T
1 2 3 4 5 6 7 8 9 10 11 12
To be pleted by Capital Planning Group
Ratlonale for docislon Review Cycles
2012-2016
Date Template
Page 2 of 2 Crred & Pretat s Progam v
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Avista/1401
Schuh/Page 53

W Capital Program Business Case NGD-7
Investment Name: Gas Non-R Program
Requasted Amount $6,600,000 Assessmentst
Duralion/Timeframe On-Gol Year Program Financial: Medium - >= 5% & <9% CIRR
Dep.., Area: Gas Operalions Strategi ‘Rellabillty & Capacily
owner: "Mike Faulkenberry Operational: Operallons require execulion io parform at current levels
Sponsor: "Don Kopezynski Business Risk: Eﬁﬂ Reducilon =10 and <= 16
[category: Program Program Risk: Moderale certainty around cosl, schedule and resources
Mandate/Reg, Reference: Assessment Score: 89 Annual Cost y - Increass/(Decrease) |
|Recommend Program Descrlption: Perf Z] Capltal Cost 0&M Cost Other Costs _ |Busl Rlsk Score
This annual program will replace sectlons of existing gas piping that require replacement to improve the describeany | $ 5,600,000 | $ - $ - 8
operation of the gas system but are not directly linked to new revenue. The program includes Incremental
replacement of plpe and facllities that are at the end of thelr useful life or have falled. It includes changes that
Improvements |n equip tand/or technology to enhance system operation and/or maintenance, this Program
repl t of obsolete (acilitles, cepl t of maln to imprave cathodic performence, and projects to | would benefit
Improve public safaty and/or improve system reliability. Starting In 2014, costs assoclated with the fabor present
and minor materials to complete the PMC program wili no longer be captured in this Business Case, they operations
will be on the "Gas PMC Program". This results In a $1M reduction in the 2014 budget request; however
the historical spend has been high In this category, so the resultant 2014 request Is $6,00,000 {total).
Annual Cost § ¥ - Increase/{Decrease)
Alternatives: Performance Capital Cost O&M Cost Other Costs  |Business Risk Score|
Unfunded Program: Avista will be unable to complete capital non-revenue system enhancements n/a $ - $ - $ - 8
Alternative 1; Brief name |Complete Installation and/or upgrade of non-revenue assets. n/fa $ 5,600,000 | $ - $ - 2
of alternative {if
applicable)
Alternative 2: 8rief name nfa $ . s - S - [}
of alternative {if
opplicable)
Alternative 3 Name: Brief describeany | $ s - S 0
name of alternative (If ' Incremental
applicable) changes In
operations
Pragram Cash Flows Assoclated Ers (list all applicabla):
S years of costs Current ER
Capltal Cost OBM Cost Other Costs Approved 3005
Previous| $ - - 3 - 5 -
2012 § 4,223,000 = 3 - > 3,823,000
2013 4,249,690 - s . 3 7,949,690
2014 5,600,000 - ] - 3 6,600,000
2015 6,000,000 - > . » 6,000,000
2016 6,000,000 ] - 3 6,000,000
2017 - 3 - > 6,000,000
2018 - > - > 6,000,000
2019/ $ - B ] - 5 6,000,000
Total| § 26,172,630 ] [ - 5 48,372,690
Mandate Excerpt (If applicable):
Additional Justifications:
The program add a ber of datory projects, at the direclion of the commission and/or projects that enhance public safety and system rellability, (Example: Incremental pipe enhancements,

Ireplacement of odorization equipment, Installation of steel plpe to enhance system cathodic protection, etc.)

Resources Requirements: {request forms and approvals attached)

| Check the appropriate hox. The Internal and contract |

Internal Laber Availabllity: [ iow probability (O Medium Probabllity [ high Probablity ~ Enterprise Tech: O ves - auach forn HOor ol Requdted | 1ohor hoxes should be checked to Indlcate If the |
Contract Labor: [ves Onwe Facilities: [ ves - auach form [0 or tiot Requlred | rasource awnars have been contactad and to provida |
Capltal Tools: [ ves - anach torm [ 0 or tot Requived | a general sense of how likely staff will ba provided
Feet: [ ves - avtach form [F110 or tict Requirea | (thls does not require a firm committment},
Page 10f2 © U™ S NDeR g rdenisd 08413 Can 1 Fof KES- S0 05116000 « Updsty ounm::v&m?:
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Avista/1401

p Schuh/Page 54
Capltal Program Business Case
Awnisra e LuSib
Key Performance Indlcator(s)
cted Performance Improvements
IKPJ Measura: |
| |
Prepered  signalure
Revlewed  signature
Director/Manager
Other Party Review signalure f 1{0’61’ \)6
(If necessary) DirecloriManager
ER 3005 - Spending fogram
Gas Dist. Non-Rev. Blanket
$7,000,600
2007
$6,000,000 |— u
— 2008
§5,000,000 —s
$4,000,000 —2010
$3,000,000 =201}
—2012
$2,000,000
12013
31,000,000 === Budgat
$0
To be completed by Capital Planning Group
Ratlonale for decislon Revlew Cycles
2012-2016
Date Template
Page 20f2 i _ i o Prated mos:ow
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Avista/1401

Schuh/Page 55
Capltal Program Business Case
Awnisya NGD-8
[Investment Name: Gverbuill Plpo Replacement
Requested Amount , |Assessments:
Duration/Timeframe Tn Galng Vear Program [Financiak: 7.00%
Dapt.., Area: Ea_s Operallons Strategic: Reliabiity & Capaclly ==
Owrier: Mike Faulkenberry Buslness Risk: Business Risk Reduction >5 and <= 10
Sponsor: Don Kopezynski Program Risk: High certalnty i cosl, schedula and resources
Categary: Mandatory
Mandate/Reg. Reference: 48 CFR 192.381(N) Assessment Scoro: H#NAME? Annual Cost Summary - Increase/{Decrease)
Racommend Program Description: Performance |  Capltal Cost Q&M Cost Other Costs | Buslness Risk Scare
This program wH replace sectlons of existing gas plping that have experienced encroachment or have describe any | $ 900,000 | - $ . 4
been overbullt by customer constructed Improvements (l.e. decks, driveways, etc.) that restrlcts the Incremental
Company’s accass to plpe. It will address the replacement of sectlons of gas maln and services that no changes that
longer can be operated safely. The replacements will be completed to enhance public safety. All types of | this Program
overbuilds wll} he addressed with the primary focus of the project being overbullds in would benefit
manufactured/maoblle home developments, present
operations
Annual Cost Summary - Increase/(Decrease)
Alternatives: Perf Capltal Cost 0&Mm Cost Other Costs I Risk Score
Unfunded Program: Avista will continue operating with increased risk due to overbullds nfa s - $ - $ - 12
Alternative 1; Brief name |Complete programmatic replacement of overbuilt plpe. describeany | $ 900,000 | $ - $ - q
of alternative fif incremental
pplicable} changes in
aperations
Alternative 2: Brief name |Describe other options that were consldered describe any | S - $ - $ - [1]
of alternative {if Incremental
applicable) changes In
operations
Alternative 3 Name : Brief [Describe other optlons that were considered describeany | $ - 5 - ] - 0
name of alternative (if incremental
applicable) changesin
operations
Program Cash Flows
Capltal Cost Q&M Cost Other Costs Approved Assoclated Ees (list all applicable):
Previous{ 500,000 | 5 - : . 500,000 3006
2013) $ 900,000 | 5 - - S 470,000
2014/ 300,000 | $ . 700,000
2015 900,000 | § - - ‘900,000
2016 900,000 | § . . 900,000
2017 00,000 | S = > - 900,000 |
2018]$ 900,000 - IS - 500,000
2019] § - |3 - |8 - 900,000
Toual| § 5,400,000 | $ - |8 5 5,670,000
[ R 2013 2014 2015 2016 2017 Total |andate Excerpt (if applicable):
3006 $ 900,000 | 5 900,000 900,000 900,000 | 4 900,000 | $ 4,500,000 49 CFR 192.361(f) "Installation of service lines under
0 $ - - = - d - |buildings. Where an underground service line Is installed
0 E s - e = - - lunder a bullding:" [Not allowed w/o condult]
o -4 = 3 4 =
o - - - 5 - $ -
0 E - - - - |4 .
0 : = . .
0 ) = =z $ - |Additlonal Justifications:
0 e 2 - E - JAvista operates with an Increase risk to Its customers and
0 - - - - 3 - |the general public when operating pipeline facititles that
0 3 2 = = |8 = |exist under structures.
0 - ] . - 5 =
0 . 5 $ = L -
o - - B - 5 - -
0 = IS L . 3 - - ] -
0 L - B E S [ - B -
Total 200,000 | 5 900,000 900,000 | § 900,000 900,000 | $ 4,500,000

Resources Requirements: (request forms and approvals attached)

Check the appropriate box. The Internal and contract

Internat Labor Avallability: [ Lo Probaniiity [ #tedium probabiity High Probablaty  Enterprise Tech: [ ves - anach torn HO or Hot Required abor boxes should be checked to Indicate If the
Conteact Labor: YES Ono Facllitles: [ ves - attach form O or Not Required source owners have been contacted and to provide
Capltal Tools: [ vES - attach form HO or tiot Required general sense of how lkaly staff will be provided
Fleet: D ves - auach form ¥ 40 or tiot Reguired f this does not require a firm committmont).
Page 1 0' 2 © Al VB A S St il BV Canmn e 5008 2 i PA0008 « Upd2te -G Oarie L Ppe k:’fﬂ‘:"::?ﬂ;vll:
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AwisTa

Kay Performance Indicator(s)

ed Performance kmprovements
KP| Measure: |
|

Capital Program Business Case

Other Party Revlew signalure

Prepsred

Revlewed

_signature

Avista/1401
Schuh/Page 56

NGD-8

_ggnalura

Direclor/Manager

/mg,ms?mwf

(It necessary) |Director/Manager
ER 3006 - Spending
Ovarbulit Plps Replacement Minor Blanket
$900,000 — -
b
$800,000 —
$700,000 - -t = . i
— 2010
s / //
§500,000 — /_ 2011
$400,000 - -— / / 20
= -
$300,000 _— n
- ,// / w2 201)
$200,000 1 3 7— /
$100,000 > - —Budgal
! M
L] —
$0 v ’J -
1 2 3 4 6 ] 7 8 8 10 11 12
To b comploted by Capital Planning Group
Ratlonale for decls! Review Cycles
2012-2016
Date Templ
Page 2 of 2 . ot " et mm@:
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Capital Investment Business Case

Avista/1401
Schuh/Page 57

Awista NGD-9
Tnvestment Name: Tsolated Steel Replacement
Req 1 A $2,598,333 Assessmenls:
Duralion/Timef On-Going Financlal: High - Exceeds 12% CIRR
Dept., Area: Gas Operallon: Strateglc: Rellabilly & Capaclly
Owner: “Mike Faulkenberry |operational: Operalions somewhal impacted by execution
P : n Kopczynski Business Risk: ERM Reduclion >0 and <= 5
Cotegary: Mandatory Program Risk: Moderate certainly around cost, schedule and
Mandate/Reg. Reference: WAC Docket PG-100049, 49CFR192.455&157  |Assessment Scare: 117 Annus! Cost Summary - /(Decrease)
Recommend Program Descrlption: Performance Capital Cost 08M Cost Other Costs | Busl Risk Score
This annual program will replace sections of cathodically isolated steel plpe. Isolated portions of plpe describeany | $ 2,598,333 | § - $ - 12
Including risers, service plpe and main will be replaced as required to meet the requirements of 49 CFR incremental
192.455 & 157 and In accordance with WAC Docket PG-100049. This program will be canducted in IDand | changes that
OR also to assure cathodically Isolated steel Is identified and replaced as needed, this Program
would benefit
present
operatlons
Annual Cost Summary - [ /(Decrease)
Alternatives: Performance Capital Cost OBM Cost Other Costs  |Business Risk Swlel
Status Quo : Avista would be out of compliance with Docket PG-100049 and 49 CFR nfa s - s - $ - 12
192,455 & 457.
Alternative 1: Complete prog tlc repl t of Isolated steel plpe nfa 5 2,598,333 | § - S - 9
Alternative 2: nfa S S $ - 0
Afternative 3 Name: Brlef describe any | 5 - S - $ - 0
name of alternative (if incremental
applicable) changes In
operations
Peogram Cash Flows Assoclated Ers (list ail applicable):
2012-2016 Current ER
Capltal Cost Q&M Cost Other Costs Approved Capltal 3007

2012 2,321,433 | § - 5 E 1,095,000

2013 & 2,348,337 | & - 3 2,248,333

2014 2,598,333 - S = 1,758,333

2015( 5 3,450,000 - 9 = 3,450,000

2016 3,550,000 - 3 3,550,000

2017| § 3,320,000 - |% 3,320,000

2018] $ 2,750,000 - 2,750,000

2018| 5 2,750,000 - > - 2,750,000

Total| $ 23,088,103 - 20,921,666
Mandate Excerpt (if applicable):

Dockel PG-100049 (1ll) - "Agreament’(2) - Avista agrees lo survey its enlire Washington State plpeline system fo find Isolated sleel and complete all remedial action eet forth in this
| Agreement wilhin five years of the effeclive dale of this Agreement.

Additlonal Justifications:

Page 10of 2
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Resources Requirements: frequest forms and approvals attoched)

Capital Investment Business Case

Avista/1401
Schuh/Page 58

NGD-9

Internal Labor Availability: [JLew probabiity tiedium Piababilty [ Wigh Probabiity  Enterprise Tech: [0 vES - altach form [ 0 or Hot Required [ chack the appropriate box. The
Contract Labor: YES QOwo Facllities: (1 vES - altach form HO or Hot Required Intarnal and contract labar boxes
Capltal Tools: [ ves - attach form HO or Hot Required should be checked to indicate If the
Fleet: I vES - attach form 2410 or tot Required rescurce owners hava been
contacted and to provide a general
: sanse of how llkely staff will be H
t:(ev Pe”m:“me Iv:dlmtm(sl)“ provided {this does not requlre a firm |
ected Performance Improvements commitment). i
KPl Measure: [
' % | s | 2 T m 1]
Prepared  signalure
Y0 ,
Departntent Octob Miulnoun te Percent
. eparinten ; ;' ;r Coinplete 2013 Complete
| _2 |Spokane Gas Constriction 386 650 90%
2 |Roseburg 13 I {4 106% Reviewed ignat
¢ |Medfard Constugtion 3 222 2% Direclor/Manager
§ |Clarkston Elactvic & Gas 6] 34 18%
7 |La Grande 25 28|  89% " 'f
i o Tz g, y (=
8 |Sandpoint / Banners Ferry d 7 _:;f Other Party Review sigrslurs \_/)4/;_&.{'{,(“/{) ;z ‘6{'%1‘ ‘E%
3 |CDA Gas 38| 31 123% (i ) i 9 R\ Dlreclor/Manager
10| Klamath Falls 24 43| 6%
11| Pulhnan Electric & Gas 1d 98 14%
12| Total YTD 2043 815 1220 67%
W —— . B - I
ER 3007 - Spending
Isolated Steel Pipe Replacement Minor Blanket
§3,000,000 o —_— — ==
$2,600,000 - 2011
2,000,000 4———— — ] 1 Dl SENN ——r _/___.
// / e
§1,600,000 = E,.;;’L"/
~1-2013
$1,000,000 e e oAt ey
n
$500,000 " — ——Budget
s ‘-"“""-”-—d_____
1 2 3 4 ] 6 7 8 9 10 1" 12
Status Quo Risk
} ERM Risk Status Rul: 0:1
t Business Case Reduction Quo Aavr | G Fimandal Inpect
Scors || BowScore {omequartisl Ukelihood Logal, Regulatory, External Businass AHlrs Ukalihood I :’:::';:::’;J:J:;’_";::‘:m Ukelibood
CovtafRavanuses
4+ Polenlial for regulstors (e Impote enemus
3- 52MM - $aMM <Onca /Syean orBoard ar 1o muke < QOnce f5years 11-<1,500 custamerhours < Once / 10yas
leadership chungs
€avironmentat Ukalhood Saluty nnd Meahhi Fublic Ukallhood I Safety and Heshh: Employss Ukalihoad
| f H
Risk upon Completion
Isolated Steel
Replacement d 12 9 Finandlel Impest Qustomar Sarvice and Rellsbiiity
r::»m;m::: Ukalthood Lo, Ragudatovy, Dxtama] Buitnais Alfales UkeHhood (R ustoman * duraiion of an outage) Ukslihood
2 -Could sapull in a modarata nagatva impudi fo ¥
3 - $TMM - SaMM <Ones /5yenm [local,anline, erindusmsl relationships and for < Oncs 710 yaars 11 - < 1,500 Quitamar-hours < Onea /50 yeass |
ieglonsl medis coverage |
Envirsomentsl Ubaliheod ] Saluty ond Honhh Publle Ukethond | Sufety and Hoshh: Employ
{ ;
| To be completed by Capital Planning Group
Ratlonale for decis] Revlew Cycles
| 2012-2016
Date Templ,
Froted G100 MILE

Page 2 of 2
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Capital Program Business Case

Avista/1401
Schuh/Page 59

Alviswa NGD-10
Iinvestment Name; Aldyl A Replacemeni_mains and bending sires
Requested Amount ECELL Assessments;
DurationfTimelrame 20 Year Program Financlal: Medlum - >= 5% & <8% CIRR
Dept.., Area; Gas Delivery Steategic: Life Cycle Programs
Owner: Mike Faulkenbery Operatlonal: Operatlons requlre executlon te perform at current levels
Sponsor: Don Kopeyzynski Buslness Risk: ERM Reduclion >5 and <= 10
Category: Program Program Rlsk: "High certainty around cos!, schedule and resources
Mandate/Reg. Reference: _nla Assessment Score: 89 Annual Cost Summoary - Increase/{Decrease)
Recommend Program Description: Pearft e Capital Cost O&M Cost Other Costs | Business Risk Scorel
This program covers the replacement of 730 miles of pre-1987 Aldy! A malns and the remedlation of AsAldylals |6 10,250,000 | $ . $ - 3
16,000 bending stress sites on services tapped from steel main. Due to the tendency for this materlal to |removed, O&M
suffer brittle-like cracking leak falures, Aldyl A will eventually reach a level of unreliabllity that is not expense
acceptable. There Is a potentlal harm to the publlc through damage to life and property and there Is a associatad with
high likelihood of Increasing regulatory scrutiny from Increasing failures. repalring the
Increasing leaks
will be
eliminated In
_proportlon
Annusl Cost Summary - Incresse/(Decteass
Alternatves: Perf( Capital Cost Q&M Cost Other Costs fusiness Risk Score
Unfunded Program: If unfunded, the increaslng fallures of mains and services is modeled to result nfa $ 3,000,000 15
In more than 13 catastrophlc events In Washington alone, Extended to Idaho
and Oregon, the cost of the effects (ata 10% escalatlon) and increasing
expenses for O&M leak repair could total more than $60MM over a 20 year
period, an ge of $3MM Iy
Alternative 1: Brief name |20 year replacement program: Replace 37 miles of main and remediate 800 | AsAldylAis | $ 17,552,196 | § (60,000)| & - s
of alternative (if service taps each year, prloritized by DIMP risk modeling. Modeling suggests |removed, O&M
applicable) that if plpe Is removed on a first in-first out basls up to 3 catastrophic events expense
could oceur over 20 years, however, using a DIMP based approach to remove |associated with
|highest risk facliities first without regard to age only It may be possible to repalring the
avold any Incldents. increasing leaks
will be
ellminated in
proportion
Alternative 2: Brief name |Describe other options that were cansldered descriheany | $ - $ - $ - 0
of alternative (if Incremental
applicable) changes In
operatlons
Alternative 3 Nome: Brief [Describe other options that were considered describeany | § 5 - $ 0
name of afternative (if incremental
applicable) changesin
operatlons
Program Cash Flows Assoclated Evs (list all applicable):
S years of costs Current ER
Capltal Cost O&M Cost Other Costs Approved
2012 5,000,000 | § = - $ 5,000,000
2013] ¢ 10,250,000 | $ - P 12,710,904
2014] $ 17,552,196 . . 16,702,196
2015| S 17,817,429 - - 16,817,429
2016 $ 18,885,272 - - 12,385,272
2017 . - - 13 18,262,977
2018 + - . 5 18,648,237
2019| $ - - - | 19,062,221
Total| $ 69,504,897 | S S 124,589,236

Mandnte

2% Inflation included In above numbers

pt (If applicable):

[provide brief citation of the law of regulation and a reference number if possible

Additional Justilications:

Avista has experienced 2 Injury and property damage events due to falllng Aldyl A since 2005 and Is currently bound by a settlement agreement with the Washinglng Utility and Transportation
Commission. Further events of this nature will most likely result in some sort of mandatory pipe replacement program with a timeline we cannat contral. Taking a proactive and priority-Justifled

spproach is critical at this time te protect life and property for the public as well as reduce Avlsta's exposure to the rlsks of llabllity and regulatory serutiny.

Resources

7

P hed)

an

Internal Labor Availability; [ Low erobability

Contract Labar:

Page 1 0f 3

veq

Jorms and app

[0 tedium Probabiiity [T high Probsbly  Enterprise Tech;
(m]) Fecllitles:
Caplital Tools:

@ ves

[ ves - attach form
[ ES - attach form
[ ves - attach form

O or Not Required
1O or No\ Reautred
O or Nat Required

| Check the appropriate box. The Internal and contract
| labor boxes should be checked to Indlcate If the

resource owners have been contacted and to provide
+ agenarel sanse of how |lkely staff will be provided

P B4R

A e e L (2
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Avista/1401

Schuh/Page 60
Capltal Program Business Case
ATwisTa NGD-10
[T ¥ES - atach farm )
Fleet: [ ves - altach form [FIHO o« Mot Required ! (thls does not require a firm committment). i
Page 2 of 3 CERARPRIN S i e B s Ces (o S 218 OO B g ot - AN e ra.u;:‘i;:- ‘l:::?:
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Avista/1401

Schuh/Page 61
Capital Program Business Case

DwisTa NGD-10

‘Key Performance Indicator(s)

Expected Performante improvemenis
|KPI Measure: Prevention of leaks and thelr consequences |
|

Fill in the name of the KPI here |

Prepared  signalure

Base Case placament Case

Reviewed  signalure

Director/Manager

1 Party Revlew signature \’)/\A\%wg'} 5’ &W

=

Forecast Number of Leaks

(If necessary) Dirdctor/Manager

Unfundad Project/Progeam Risk {no funding H u project, conse funding 1) an exiiting pragram)
€RM Risk | Unfunded | Revised Risk
Business Case
Reduclion |Rawsearal RawScore Financlal Impact
{Comragquenitsl Uhelltvood tagal, Rogulntory, Extamal Business Affutrs Ukelthood Outomsr Sarvice tod Rttty Ukelibood
W euntomers * dursiion of an cutage)
Coaty/Revenuer)
' ‘-l. Palential for ragulaton inimpots onerout
3= $2ZMM - $4MM Iqonu/wnr i or Bonrd or may tomake <Once / yeur
. jleadership change
Emvironmental | unatinoos | $aluty nned Wealih: Puldle Ukellhpod Sfaty ard Hoalth: (mplayes Likelihood
: :5 - Potantinl for multiple loss of lvas 2= Poteatinl for mintmal or minar Injary
1 ‘Wldl spread damage on property orbusiness <Onca / year jlost Time Inddent and Savedty Rata Increases  [<Once /Syesrm
i 'FuhllchulmInlumudunlmpanuptonlmuu Yasrover yoar
Aldyl A Replacement Revised Risk #f funded/complated
{malns & bending 15 20 5
Financle! Impact
Rellatin)
stress teas) {Consequentist Ukellhood Lagal, Regulstory, Extemel Businens Atfalra Uksithood " :!';"'":”'s:';":_'“': “'_:l‘ ME'I'I " Ukellhood
muawmml
X+ Could reaultIn e suvealned negaiive impact ia
3- $2M - SamM 1 once / soysarslacal, antine, or indus trtal relatienships and for [<Onea / SOynars |
ih 'nadonst Zgtobsl medin covarage
Unvironmuntsl | ukelibood | Safuty and Hualtht Pubdte Ukallhood Sufaty and Health: Emplayes Ukslihood
I Ts - Pabentind for mulilple loss of lives 2- Potentlal far mintmal o¢ minoeinjury
! Wide xprwad dumage on properry o business <Onea / 50yenrs [Lost ime Indddent and Severity Auta Increases (< Once / SOyears
: .:Mllrnulﬂa (nirantrocture Impact p Lo T2 houre ] Yeas ovaryeer
JBuﬂgal requesi for 2014, 2015, and 2016 were revised with updated budgel projections based on new models and Informallon.
Wi UTC Docket UG-120715 Commission Pollcy on Accelerated Replacement of Plpeline with Elevaled Risk was Issued on December 31, 2012. The new policy will
Include a Cost Recovery Mechanism (CRM) based generally on the mechanism used in Oregon with NWNG,
To be completed by Capital Planning Group
Rationala for declslon Review Cycles
2012-2016
Date Templ
Page 3ol 3 Prated 0103 1%
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Avista/1401

Schuh/Page 62
Capltal Program Business Case

AlvisTa NGD-11
[Investment Name: ERT Replacement Program
Requested Amount 0 Assessments:
Duration/Timeframe 12 Year Program Financlal: 7.00%
Dept.., Area: Gas Englneerin Strategh Life-cycle asset management
Owner; Mike Faulkenberry Business Risk: Buslness Rlak Reauciion >5 and <= 10
Sp : Don KoEm_wikl Program Risk: High certalnly around cosl, schedule and resources
|Category: rogram
Mandate/Reg. Reference: nia Assassmant Score: ANAME? Annual Cost Summary - Increass/(Decrease)
|Recommend Program Description: Perfarmance | _ Capltal Cost O&M Cost Other Costs
This program covers the consistent replacement of 19,500 gas ERTs annually for a 12 year cycle, AsERTsare | § 901,890 | $ B000| S -
beginning In the year 2015. Analysls has identifled that a levelized replacement strategy will minimize the | replacedIn 8
effect of unit fallures as well as Introduce new, levelized populations of ERTs Into the system for future planned way,
predicti Large populations of ERTs are predicted to fall in quantitles of over 20,000 units | the impact to
per year at the peak, causing an operations burden of personnel and equipment as well as an aperations
unr bt ber of estimatad bllls {currently Avista experlences just a couple hundred fallures resources and
annually dus to small ERT populations). Cost of the ERT will go agalnst ER1053, not this business case, customer
biling
' Annual Cost Summary - Incresse/(Decrease
Alternatives: Perfarmance Capltal Cost O&M Cost Other Costs | Business Risk Scare
Unfunded Program: If unfunded, the number of fleld ERT fallures will increase to an unsustalnable n/fa $ 1,058,000 | $ 117,000 | $ - 2
level. At Its paak, more than 20,000 ERTs are predicted to fail annually, each
requiring a mair call and estimated bl for 5. Avista
experlences only a couple hundred fallures currently due to small populations
Alternative 1! Brief name |12 year program: Replace approx 19,500 ERTs annually until all ERTs are AsERTsare | $ 901,890 | $ 8000| $ . 1
of alternative {if refreshed. Replacements beyond this 12 year cycle then occur at 14 years of refreshed,
applicable) age, so there will be a lag & re-set of this program at that time, however, new|trouble calis for
populations will have bean levelized so there are no more than 19,500 unlts fleld failures
Alternative 2: Brief name |Prlor to the recent analysis, the belief was that replacing units ofder than 10 Aggressive, | $ 1,950,000 | $ 630 | & - 0
of alternative (if vears of age was the best advantage. This modern study has shown that early
opplicable) doing a 'birthday' replacement at 10 years will pull units with too much life replacement Is
still avallable, and does not Introduce level populations back into the system not deslred
Alternative 3 Name : Brief |Describe other options that were considered describe any | § - 4 - $ - 0
name of altarnative (if Incremental
applicable) changes in
operatlons
Program Cash Flows
Capltal Cost Q&M Cost Otlier Costs Approved Assoclated Ers {list all applicatle)
Previ B - . 3 - |$ - 3054
2014 5 . - > - $ .
2015| § 901,890 | ¢ - - 401,890 |
2016 5 943,960 | § . - 443,960
2017 § 994,140 | £ - - 494,140
20181 § 1,044,320 - - 544,320 |
2019 I.C_I?S,Saﬁ E - . 596,536 |
Total] $ 4,980,846 | § - . 2,480,846
R 2014 2015 2016 2017 2018 Tatal ]mandate Excerpt (if applicabe):
3 - 5 901,890 943,960 994,140 1,044,320 | § 3,884,310
3 3 - 3 > - -
4 - - - : by
] - |4 L b . - -
] - > - - - -
] 2 = = = S |- Additional Justificatl
s = . $ = - $ - see below
- - - - - -
- - - - - 4 -
. - - - :. -
: - - s " - i -
4 - = 3 a - 13 .
E . F = = = ] =
f = ! - - ] - : - -3 -
E: 3 901,830 943,960 | 5 994,140 | § 1044320 % 3,884,310
‘Resources Requl {request forms and approvals attached)
Internal Labor Avallablity: [ iow probatiity ([ ttedium Probabliity  [] High Probably  Enterprise Tech: [ ¥Es - attach form [T 1O or tiot Regquired ﬁ'&frkﬁ:,::ﬁ:ﬁ:i': :;:‘ckl':: ln,::;;:l‘:'l‘: ‘f‘:mrm
Cantract Labor: Oves Owe Facilities: D ves - ateach form D toor tiot Reaired | ragourca owners hava been contacted and to provide
Capital Tools: O ves - attach form ] 40 or Kot Required a ganeral sense of how lIkely staff will ba provided
Fleet: [ YES - attach form [ 80 or Not Retuired {this does not require a firm committment).
Page 1 or 2 CUMAYTHITORN W B.LNN &!ﬂ\ﬂuiﬂlk:’:\::"u‘;fﬂ;ﬂ:\
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Avista/1401

Schuh/Page 63
Capltal Program Buslness Case
LwisTa NGD-11
Key Performance Indicator(s)
Expected Performante Imprevements
[k 1l of ERTs replaced vs. planned ;
[
Prepared  signature
Reviewed signature
Director/Manager
Qther Party Revlew signﬂurh/lq ﬁ/yﬁn i 4 ‘\){/‘f; LL{,’JU‘/
(If necessary) blrecmrJManagar

This space Is ta be used for photographs, charls, or other dala thal may be useful In evaulaling the Program
Avista has over 230,000 gas ERTs in service sinca the year 2000. There have been large population years, such as 2004 and 2005, which represent over 100,000 units alone. These ERTs run on batteries
that will eventually discharge and need rept and ere predicted to happen In large quantities over shart perlods of time, peaking at over 20,000 field failures a year uniess organlzed replacements
bagln. A levellzed rep! t rate of approxl ly 19,500 units snnually, starting In 2015, balances the maximum life of the battery while reducing the effects of field fallures to a manageable level,
The levellzed replacement process also introduces smaller populatlans of ERTs back Into the system so the next time batterles need replacing there will only be about 19,500 unit famiifes In place for any
glven future year. (Refer to Asset Management Report Titled "ERT Replacement Strategy Development, 6/14/12)
Annual Fallures Beyond 19,417 Planned Replacements
o Failures in a Run-to-Failure Model
4000 = = 25,000 - P ——
g 3000 " 20.000
E 2000 3 15,000
w =
1000 f
£ 10,000
v &
5,000
B Ry B, By s Uy B, R, T, R, R, By Y '
el % D, s B, S Vo &, %, ¥ %, 9
S ey 2%, eg,tw %%‘b ov:ﬁe» 2,7, “iag,e:,eg,.
; ERT Replacement Program
AN
e 11 "\lllm .
_____’_r,“,r‘r‘—‘- iR
e | [ E BALe [arzed o0 e mr‘l'f“".’"
Tl sz e o itoopeg =t i et £ (I KRN TR RT1Y
"
A 1 I
! | S AT R LLLL ke
[!nnm ] -____'._-_ " T——— e
_'- provesa | i Revlew Cycles
4 | 2012-2016
{ | VLT $3te3 W, 43 — e Dat T N
| b Azt A A e —— o ata emplate
] ”.nu ::Iu = 1 131t ®1Y [BT) EHTH n 3 T un et
Page 2 o' 2 CRrany MY NOmeda nres Camda [HT J\:’;‘;‘v:fx‘?ﬁ:‘:
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Avista/1401

Schuh/Page 64
Capltal Program Business Case
AwisTa NGD-12
Investment Name: Gas PMC Program
quested A '§7,000,600 A
Durallon/Timelrare “On-Golng Year Program Financial: High - Exceeds 12% CIRR
Dept.., Area: _Gas Engineering Strategle: Ea_ﬁ;bﬂﬂ[ & Capacily
Ownar; Mike Faulkenbarmy Busl Risk: Business Risk Reduction >10 and <= 15
sponsar; “Don Kopezynski Program Risk: Moderale certainty around cost, schedule and resources
Category: Mandatory
Mandate/Reg. Reference: \WAC 480-90-348, IDAPA 31.31.01.151-200, OAR,|Assessment Scare: 185 Annual Cost Summary - Increase/(Decrease)
Recommend Program Description: Parformance |  Capital Cost O&M Cost Other Costs | Business Risk Score
This annual program will provide for replacement of gas meters and assoclated measurement equipment s 1,000,000 | $ - $ - 0
that are completed In associatlon with the Gas Planned Meter Change out (PMC) program. Avista ls
required by commisston rules and an approved Tarlff in WA, ID, and OR to test meters for accuracy and
ensure proper metering performance, Executlon of this program on an annual basls will ensure the
continuation of rellable gas measurement. This program will include the labor and minor materials
assoclated with the PMC program. Major materials (meters, regulators, and ERTs) will be charged to the
appropriate growth ERs.
Annual Cost S y - Incrense/(Decrease
| Performance Capltal Cost 0&M Cost Other Costs | Business Risk Score
Status Quo: Avista would be out of pll with state adminl ive requlr tsin nfa $ - $ . $ - 0
WA, ID, and OR related to gas measurement and could face fines If not
completed.
Alternative 1; Replacement gas meters, ERTS, and regulators as part of the gas meter PMC $ 1,000,000 | § - s - 4]
program and complete strategle enhancement of the telemetry and
measurement technology systems.
Alternative 2: $ - 5 - 0
$ $ K 0
Program Cash Flows
Capital Cost O8&M Cost Other Costs Appraved Associnted Ers (list all applicable):
Previous| - - . - 3065
2014 1,000,000 . . 1,175,000
2015 1,030,000 - - 1,030,000
2016 1,060,900 - S 1,060,900
2017 1,092,727 - . $ 1,092,727
2018 1,125,509 - |$ $ 1,125,509
2019 - 5 =] 1,159,274 |
Total] $ 5,309,136 . § 6,643,410
[ ER 2013 2014 2015 2016 2017 Total Mandate Excerpt (If applicable):
3055 - 1,000,000 | ¢ 1,030,000 1,060,900 | § 1,002,727 | § 4,183,627 see below
0 - = - - ] = 3 .
0 3 B = [ . = . B
0 . = I = 8 =
0 - = [ = [ =
0 5 % § .
0 : . . —H .
|g - |$§ - - B - |Additional Justificattons:
0 i -] E ’ . T - see below
0 - - - 5 - E -
0 F s % ] . % Z
o 3 . * . ] - -
0 E 7 B 3 ¢ = -
0 s 2 § . .
0 - - - - - L - -
0 - > - - ] - E - 4 -
Total - |§ 1000000[% 10300005 1,060,900 | § 1,092,727 [ & 4,183,627
Resources Requlr {request forms and app I hed)
Internal Labor Avallabllity: [ Low Probatiily [ Medwim Probabitity High Probabity  Enterprise Tech: [ ves - antach form HO or Not Required E fh“k the 2ppropriato ok The Jnisrnal and contract
i fabor boxes should be checked to Indicate If the
Contract Labor: YES Oro Facllitles: ([ ves - auach torm O or Mot Required | owners hive been ¢ and 1o provide
Capital Tools: O vEs - attach form 1K or Hot Required ‘. ageneral sanse of how likety staff will be provided ;
Fleet; [ vEs - atach fonn {71 NO or Hol Required (this does not require a firm commitimaent). 4
Page 1of2 PR sy eurs . oz nirted mm—:mﬁ
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Avista/1401

Schuh/Page 65
Capltal Program Business Case
Awisa NGD-12

Key Performanca Indlcator(s)
i erfoimants Improvements
|I(PJ Measure: It of meter changed out vs. f required (this changes annually)

Prepared  signalure

Revlewed  signalure

Direclor/Manager

Other Party Revlew signalure
(If necessary) rfManager

This spacs s 1o be used for pholographs, charts, or olher data that may be useful In evaulating the Program
MANDATE EXCERPT: QAR B80-023-0015(3) - "Each energy ulllily shall adop! schadules for periodic tests and repalrs of meters, The length of time metars shall be altowed to remaln In
|service before receiving perlodic tesls and repalrs is 1o be delenmined from periodic analysis of the accuracy of meters fested. The schedules adopled shall be subject to the
Commisslon's approval.”
ADDITIONAL COMMENTS: Program required to rellably serva customers, ensure accurate measurement, and propecly blll gas revenue.
These charges had historically gone Into ER3005, the Business Case for ER3005 will be adjusted o show the change starting in 2014.
Historically ER3117 had been combinad with this program, as of 1-1-14, it will be an Its own Buslness Case,

Previous Scorlng:

2
3 Bestnk s | Ueterde peved aite Unfunded ProjestiPiogeam RUsk (no fundiag U 3 project, avsre landing I 3 euisiing piogiam)
= Busieiaiere dhave |70l seare Financlaf [mpact
Fediodlen| Scare " Legal, Megutatoy, Exteendt Desiness Customer Bervicw and Retladlling
" r(cn.ummn:‘ Likelthond Alialis Lennang | g oo s - duraion of an ouuage) | LEIN0ad
|vmmdiwfmllumnmu
5 2« 92000 » $204M (Once tgew ¢ Oneadyear 1+ ¢ 200 Cusstomer-heass < Onee ! Wyeats
2 Sorsie chicas
6 Ervlosmmnial Lidihood Galuty and Heath, Padlla Uksinood Gafrtg oad Heath Emplages Likstisoos
7 _E'“mr"m' "~ 1 0n¢e/ 05ents |- Polental Tt inhay 4 Once 1 B0 veats
. ;;as PHIC _— " " . Revired Riak F fundedlcompleled
rogram_Capita
Repincements Finanolol lmpacy L
29, Regulatoiy, Extérnal Business Curtomar Servies and ReBsbRily
{Consemventiil,, || LRsltaod alhatre Lelmaod | (g /ysromers * dwvation of an outagey | LheUA00d

ho 1. 920 (Onentyu  ||-PDRHITRIC G med2 ol egdstery & Ooow 1804031 & | § - ¢ 1800 Curtomevhaws ¢ Cnon 160yenia
i Enshinsmantsl Litathoad “"i and Huatths Publio [ Hataiy sod Heaihs Emploges Likalihond

L‘: II!."I ml! INI'I . «Onca 1B years |1« Poranbifor e < Onea260gens

To be completed by Capital Planning Group
Ratlonale for decislon Revlew Cycles
2012-2016
Date Template
Page 2 0’ 2 Piami D1022015
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Avista/1401

Baniltl g e c Schuh/Page 66
apltal Program Buslness Case
Lwisra NGD-13
Investment Name: Gas Talemairy
Requested Amount $400,000 Assessments:
Duration/Timelrame Year Program Financial: 7.00%
Dept.., Area; Gas Engineerin Strategl Reliabliity & Capacily
Owner: Mike Faulkenberry Business Risk: Business Risk Reduction »5 and <= 10
Sponsor: Don Rogg!nakl Program Rlsk: High certainly around cosl, schedule and r
Category: rogram
Mandato/Reg. Reference:  CFR 192,741 192.631 {Assessment Score: HNAME? Annual Cost Summary - ntrease/(Decrease)
Recommend Program Descriptlon: Performanca Capital Cost O&M Cost Other Costs | Business Risk Score
This pragram will continue the installations of gas telemetry throughout Avista's gas service territory. describeany | S 400,000 | - $ - 1
Further enhancing the telemetry sites will increase the visibility of the gas system to help analyze Incremental
operational concerns and cald weather performance. This progam will also replace the current changes that
mechanical pressure recording charts with electronic pressure recording devices, These types of projects | this Program
also enhance our Disaster y efforts by updating exlsting telemetry and adding new sites. Gas would berefit
Schedullng benefits from this data also by having Independent measurement polnts to check the plpelines present
values and to recelve more timely informatlon from the fleid. operations
Annual Cost Summary - f/(Decrease)
Alternatives: Performance Capltal Cost O&M Cost Other Costs  [Business Risk Score
uUnfunded Program: No further enh or mal @ of the existing telemetry system. n/a s - S 50,000 | $ - 8

Existing mechanlcal pressure recorders are expensive to fix and replace.

Alternative 1; Brief name |Increase the number of gas telemetry sites and malntaln or upgrade existing | describe any | $ 400,000 | $ - $ - 1
of alternative (If facilitles. This funding level was previously approved as part of \he Gas PMC Incremental
applicable) Buslnass Case. We are now requesting to separate It out as It does not align changes in
well with the PMC pragram, operatlons
Alternative 2; 8rief nome |Describe other optlons that were considered describeany | $ - $ - 5 - ]
of ulternative {If Incremental
applicable) changes In
operations
Afternative 3 Name: Brlef |Describe other optlons that were considered describeany | § - $ - $ - 0
name of alternative (if Incremental
|applicable) changes In
operatlons
Program Cash Flows
Capltal Cost O&M Cost Other Costs Approved Assoclated Ers (list all appllcable):
Previous| § - - - - 37
2014 ¢ 370,000 | ¢ . - 315,000
2015, 370,000 | 3 * = 400,000
2016 370,000 | ¢ . . 400,000
2017 370,000 | - - 400,000
2018 370,000 | $ * 3 400,000
2019, - . . 400,000
Total 1,850,000 - - 2,315,000

| ER 2014 2015 2016 2017 2018 Total Mandate Excerpt (if applicable):

3117 ] 400,000 | § 400,000 400,000 400,000 400,000 2,000,000 |CFR 192.741 - Each dislribution system suppfied by
0 5 - 15 - - - - - |more than one source must be equipped with

[ 3 - I8 - - - - - ltelemetering or recording pressure gauges to indicale
0 5 - ¢ . - - . ] - |the gas pressure in (he disirict,

0 4 = [ . - . R - |CFR 192,631 - Control Room Mgmt

0 > - ‘ - - - - -

0 - |8 3 - .

0 . - . . - |Additional Justificat!

0 - - 5 - - - - |increased gas telemetry sites will also alde in the

0 $ - . 3 - - - linstallation and monltoring of Automatlc Shut Off or

0 5 - |§ $ = > - - |Remaote Control Valves (ASO/RCV).

0 $ = 3 = - > - |Disaster Recovery - new telemetry sites are P addressable
o 3 - | - |8 = ]S - - |to helpin the event the primary dispatch center (Mlsslon)
0 L k L s Ll - = =__Jis notavallable.

0 - 1§ E 5 . . -

0 5 o k- - 1% ) - - .

Total > 400,000 | 400,000 | § 400,000 400,000 400,000 2,000,000

Resources Requirements: {request forms and approvals. hed)

|
Internal Labor Availabllity: [ vow probabisity [ tredium peovabiny High Probablly  Enlerprise Tech: O vEs - attach form NO or Hol Requtred | ,cal;:rkbl‘:‘:e:z::ﬁ:: ;IZKIQKI:‘:;".:'G‘;‘::I':T: l;:nlracl
Contract Labor: YES Owo Facllitles: [T ves - awtach form HOor NoLRequired | resource owners have boen contacted and to provide |
Capital Tools: [ ¥ES - attach form 4O or Nol Required a general sense of haw likely staff will be provided
Fleat: [ vES - attach form EJHoor tiol hequred | (this daes not requlra a firm committment),
paga 1 o" 2 o Prev 01001015

e g Ay Wt ey Ihoyor
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Avista/1401

Schuh/Page 67
Capital Program Business Case
LlwisTa NGD-13
Key Performance Indlcator(s)
ed Performance Improvements
|KPI Measure: _}
[
Prepared slgnialure
Reviewad signalure
Director/Manager
Other Party Review signalure }/l/\ ﬁ w’ﬂ ,? S’}/ {{/"C'qk/%f’
(if necessary) Dfector/Manager
This space Is lo be used for photographs, charts, or other data that may be useful In evaulating the Program
To be completed by Capltal Planning Group
Ratlonale for decislon Review Cycles
20122016
Date Templ
Page 2 af 2 it L ool
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Avista/1401

Capital Investment Business Case
LnSTA Schuh/Page 68
NGD-14
Investment Name: East Medford Reinforcement
Requested Amount Assessments:
Duration/Timeframe 1 2015 Financial: MH - >= 9% & <12% CIRR
Dept.., Area; Gas Engineering Strategic: Reliability & Capacity
Owner: Mike Faulkenberry Operational: Operations improved beyond current levels
Sponsor: Don Kopczynski Business Risk: ERM Reduction >10 and <= 15
Category: Project Project/Program Risk: Moderate cerainty around cost, schedule and resources
Mandate/Reg. Reference:  OR Tariff - Rule 14(A)2) A Score: a7 Cost Summary - Increase/{Decrease}
Recommend Project Description: Performance Capital Cost O&M Cost Other Costs | Business Risk Score
This project will complete the 12" high-pressure steel pipeline loop across the east side of Medford, OR. describeany | $ 18,650,000 | $ - S - 2
The length of the remaining segment will be about 3.2 miles. Avista's Gas Integrated Resource Plan incremental
requires increased gas deliveries from the TransCanada Pipeline source at Phoenix Road Gate Station in SE | changes that
Medford. Existing distribution piping exiting the station will be unable to receive the increased gas this project
volumes., A new high-pressure gas line encircling Medford ta the east and tying Into an existing high would benefit
pressure line in White City will improve delivery capacity and provide a much needed reinforcement in the present
East Medford area which is forecasting higher growth. operations
Cost y - Increase/{Decrease)
Alternatives: Performance Capital Cost 0&M Cost Other Costs Business Risk Score
Status Quo: Inability to received gas supply quantities into the greater Medford system as n/a S - s S - 16
detailed within the Integrated Resource Plan (IRP),
Alternative 1: Brief name |Capital Pipe Installations (3.2 Miles) - Install additional pipe to reinforce and describe any | $ 5,000,000 | $ - H -] 2
of alternative fif loop existing gas distribution system to increase system capacity and incremental
applicable) reliability. This will be the last Phase, scheduled for 2018. changes in
operations
Alternative 2: Brief name |Describe other options that were considered describeany | $ . S - $ o 0
of alternative {if incremental
applicable) changes in
operations
Alternative 3 Narne : Brief |Describe other options that were considered describeany | $ - 5 - $ - 0
name of alternative (if incremental
applicable) changes in
operations
Timeline Construction Cash Flows (CWIiP)
Capital Cost O&M Cost Other Costs Approved Capital
Previous| $ 14,000,000 | § . S . $ 14,000,000
2012] $ 550,000 | $ - 185 - 1s 550,000
2013| 340,000 | $ . 3 = 5 400,000
2014} § - S S - S 615,000
2015 5,000,000 | $ $ - % 4,385,000
2016] $ o |13 $ S s
2017| $ x 3 = $ 5 -
2018( 5§ - s ol - |s 5,000,000
Future| - $ S - |3 -
Total| $ 19,890,000 | $ 5 5 24,950,000
Milestones should be general. In some cases it may be as simple as project start,
project complete. Use your judgement on project progress so that progress can be
measured.
Milestones (high level targets)
Previous 9.1 miles complete
July-12 Design pipe installation for 2012
November-12 Install pipe, 2012
July-18 Design pipe installation for 2018
November-18 Install pipe, 2018
Associated Ers (list all applicable): Current ER E 3203] | | | {
Mandate Excerpt (if applicable): OR Tariff - Rule 14(A)(2), "The Company will exercise reasonable diligence and care to furnish and deliver a continuous and sufficient quantity

of gas to its customers but does not guarantee continuity or sufficiency of quantity.”

Additional Justifications:
The first phase was completed in 2008 and installed 26,500'. Approximately 21,400" was installed in 2009 and 2000' in 2013. The remainder to be installed in 2018.

Wekod B 102213
Page 10of 2 i SasiGas [ as! itecford HP Man Rnforcornent Prot dhan
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Avista/1401

Capital Investment Business Case S
. chuh/Page 69
LISTA 9
NGD-14
Resources Requirements: {request forms and approvals attoched)
Internal Labor Availability: i i i i i H . i
i y t:vsv Probability g:;dlum Probabllity liigh Probablity Ent.er?rlfe Tech: [ vEs - attach form NO or Not Requ{red Check the appropriate kox. The
ct Labor: Facilities: [ ves - attach form NO or Not Required Internal and contract labor boxes
Capital Tools: [ vEs - attach form NO or Not Requlred should be checked to indicate if the
Fleet: [ ves - attach form NO or Not Requlred resource owners have been
contacted and to provide a general
Key Performance Indicator(s) sense of how likely staff will be
Exptctad Pérformance Improvements provided (this does not require a firm
|KPI Measure: ] committment),
Prepared signature
Reviewed signature
Director/Manager
Other Party Review signalure \-?/JA {M’ﬂf{ﬁ &I’éﬂ%
(if necessary) Director/Manager
This space is to be used for photographs, charts, or other data that may be useful in evaulating the project
To be pleted by Capital Planning Group
Ratlonale for decision Review Cycles
2012-2016
Date Template

Page 2 of 2

hap

Eanl Mettiord P Man

Pt G 142000
Proprt sism
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Capital Project Business Case

Avista/1401

LOTISTA Schuh/Page 70
NGD-15
Investment Name: Ladd Canyon Stn Upgrd
Requested Amount s 1,453,000 |Assessments:
Duration/Timeframe 1 Year Project Financial: 7.00%
Dept.., Area: NGAS Strategic: Reliability & Capacity
Owner: Mike Faulkenberry Business Risk: Business Risk Reduction »5 and <= 10
Sponsor: Don Kopezynski Project Risk: High cenainty around cost, schedule and resources
Catogory: Mandatory
Mandate/Reg. Reference:  Service Agreernent With Willlams Pipeline i it Score: 131 Annual Cost S y - Increase/(Decrease)
Recommend Project Description: Performance Capital Cost O&M Cost Other Costs Business Risk Score
It is proposed to upgrade the existing Ladd Canyon/Union Gate Stn #0817 {not #817) near LaGrande, OR. | Completion of | $ 1,453,000 | $ - $ - 1
The existing gate station has reached it's physical capacity due to the growth in the area and needs to be this project !
upgraded to support the gas load increases. The new Gate Station #7080 will include separate regulation | eliminate the I
facilities to modify the existing system and maintain a 150 PSIG MAOP (STA #7081) for the Union supply short term
main and a 400 PSIG MAOP (STA #7082) for the Airport main extension along Pierce Rd. The new facility temporary
will require heater, odorizer, regulation and relief facilties for the Avista site. New telemetry facilities will facilities at this
be installed at this location as well. This project will accomodate the long term benefit of adding capacity site. i
to the Elgin area once the 3 miles of HP is extended from Union to the Elgin HP line out of La Grande.This |
CPR has been updated ta reflect complete construction cost estimates and includes fees required for the
Williams Northwest Pipe portion of the facility that Avista will be required to reimburse.
The Facilities Agreement with Williams states that an agreement to complete the permanent upgrades |
needs to be in place within 90 days. 90 days was up on Nov. Sth, 2013. Williams graciously extended the
timeline to allow Avista to conduct a thorough system analysis to ensure the metering and regulating
facilities will be sized appropriately.
A | Cost §i y - Inc /(Decraase)
Alternatives: Performance Capital Cost 0&M Cost Other Costs | Business Risk Score
Unfunded Project: Short Term Temporary facilities would remain in service. This would be a n/a S - $ 2 $ - 8
violation of our agreement with Williams Pipeline NW, This would degrade a
positive working relationship Avista currently has with Williams.
Alternative 1. Rebuild As described above describeany | $ 1,453,000 | $ - S . 1
Gate Stn incremental
changes in
operations
Alternative 2: Brief name |Describe other options that were considered describeany | $ - $ - $ G 0
of alternative (if incremental
applicable) changes in
operations
Alternative 3 Name : Brief |Describe other options that were considered describe any | $ - $ - |$ . 0
name of alternative (if incremental
applicable) changes in
operations —
Program Cash Flows
Capital Cost O&M Cost Other Costs Approved Associated Ers (list al) applicable):
Previous| § ) - |s - |5 - 3303
2013] § = 5 . |5 =
2014} § 1,453,000 | $ = $ = S 838,000
2015| § - $ £ S = $ 615,000
2016] 5 - |5 - |8 - 18 =
2017+( $ - s - |3 - 1S *
Total| $ 1,453,000 | & s S - S 1,453,000
ER 2013 2014 2015 2016 2017+ Total |mand Excerpt (if applicable):
3303 5 - |3 1,453,000 | § - |$s - $ - 5 1,453,000 Obligation to serve and the existing Facilities
0 5 - S - S - S S - 5 - Agreement with Williams Pipeline states a permanent
0 B BRE N E 51115 - |5 - |s - fix needs be
0 $ = $ . $ - $ 5 $ : £
0 $ - 5 ] $ - 5 * 5 - 5 -
0 $ - ] - 5 - $ * $ $ .
0 s 3 - s -~ s - [s ~ 1[5 -
0 $ - 18 - |s - |8 - 1% - s - |Additional Justifications:
0 s - s - 15 - |s - 18 S ) Avista has known of this project since the Fall of 2013.
o $ . s - S - 5 - 5 - S . Capital funds have not been officially requested because
0 $ - |8 s - |s - 5 - 5 the cost of the project was unknown until just recently.
0 5 - |5 T - 1% $ - I$ - Williams Pipeline has only recently provided Avista with a
0 S - |5 - |s - |$ S - |5 - construction estimate.
0 b - S . S . § . $ - s
0 . S - S . S s S . $ .
0 5 S - |s - 1% 5 - 15 =
Total $ - S 1,453,000 | $ = ] 5 - |$ - |$ 1,453,000
Fage T of2 s Biactees
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LIISTA

Milestones {high level targets)
Start Construction
In Service

June-14
December-14
January-00
January-00
January-00
January-00

open
open
open
open

January-00
January-00
January-00
January-00
January-00
January-00

Resources Requirements: (request forms and approvals attached)

Internal Labor Availability: [ Low Probabllity

Contract Labor:

YES

Key Performance Indicator(s)
Dxpected Performance Improvemants

TKPI Measure:

[ Medium Probability High Probablity

Williams® Const Complete

0%

100%
90% i Williams’
80% Complete

_Avista Const C

Const

70% G Avista Const

Complete
60% >

50%
40%
0%
20%
10%

0%

Page 2 of 3
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Capital Project Business Case

open
open
open
open
open
open

Enterprise Tech: [ ves - attach form

Facilities: [ YES - attach form

Prepared

January-00
January-00
January-00
January-00
January-00
January-00

NO or Not Required
NO or Not Required

open
open
open
open
open
open

Avista/1401
Schuh/Page 71

NGD-15

Milestones should be general.
Use your judgement on project
progress so thet progress can

Capital Tools: [ YES - attach form NC or Not Required

Fleet:

[ ¥ES - attach form NC or Not Required

Reviewed \‘h::’/_'l,{i\/ 1};(—{:’\]@ E‘-'f%ém

Other Party Review
(if necessary)

Director/Manager

Director/Manager

Puntod 04142045
Ladd Canyon Sin Upgrd rism
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Capital Project Business Case Schﬁmﬁ:g:g;

LivisTa
NGD-15

Y
Elgin
B S fEsis

—r drnse

' Summerville

ImBler

L .

Existing 12t
St Gate Stn

Elgin-Ladd Canyon
Connector, 3 Miles of 6” HP
Gas Main, Future Project

La Gf;
: S Cove
Oregon ;
. £ S G315
Union &
e F Sw 0210
Ry
a  BEmpzum
@

1 s ssus

Ladd Canyon P i!_mn

Gate Stn e |

J
To be completed by Capital Planning Group
Rationale for decision Review Cycles
2012-2016
Date Template

Prnled 0414:2015
Page 3 of 3 Ladd Camon 5 Upged sm
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Avista/1401

Schuh/Page 73
Capital Project Business Case NGD-16
LIVISTA
lnvestmentName: _ Bonanza Meter Stn Move
Regq d 600,000 A
Duration/Timef 1 Year Projecl Financiak: 7.00%
Dept.., Area: Gas Engineering Strategic: Reliability & Capacity
Owner: Mike Faulkenberry Business Risk; Business Risk Reduction >5 and <= 10
Sp ¥ Don Kopczynski Project Risk: Moderale certainty around cost, schedule and resources
Category: Project
IMandaterg, Reference: nfa o A t Score: 70 Annugl Cost y - Increase/(Decrease)
Recommend Project Description: Performance Capital Cost OBM Cost Other Costs Buslness Risk Score
It Is proposed to work with GTN to relocate the metering and odorizing equipment at the Bonanza Meter | Adds serviceto| S 600,000 | $ - s - 1
Stn. This project provides Avista the flexibility ta lower the operating pressure of the Klamath Falls Lateral | AVA's system;
to lower than 20% if it were deemed advantageous. This pressure reduction would transition this line out eliminates
of Transmission. It will cast Avista capacity on the lateral ta do so, but that benefit may be offset if forced reliability
to do extraneous Inspections due to Transimssion Integrity Management Plan (TIMP). issues; adds
operational
flevihilit
A | Cost y - Increase/{Decrease)
Alternatives: ~ Performance Capital Cost Q&M Cost Other Costs | Business Risk Score
Unfunded Project: |By daing nothing, Avista and GTN have high visibiitiy and exposure due toan $ - 5 50,000 | $ - &
'odorizer that Avista owns and GTN operates.
Relocate Meter Stn Relocate odorizer and meter as described above. E] 600,000 | § - $ - 1
Alternative 2: Brief name |Describe other options that were considered describeany | $ - s - S - 0
of alternative (if incremental
opplicable) changes in
operations
Alternative 3 Name : Brief |Describe other options that were considered describeany | $ - - - $ - 0
name of aiternative (If incremental
applicable) changes in
operations
Program Cash Flows
Capltal Cost O&M Cost Other Costs Approved jated Ers (list all applicable): =]
Previous| $ - - |5 - |5 - 3307
2013 $ - - 15 = 1§ - ]
2014 $ - 3 =) -1 = =
2015 $ 600,000 | - - 600,000
2016 $ - |5 . $ -
2017+ 5 = S = - -
Total| $ 600,000 | $ = S * ; 600,000
ER 2013 2014 2015 2016 2017+ Total Mandate Excerpt (if applicable)
30 S - |3 = - 18 = |3 - 18 - provide brief citation of the lew or regulation and a
[3307 $ - |s - 500,000 BN K - s 600,000 reference number if possible
0 s - ] - - - |5 - |S -
2 S - 5 = - L K - =
0 $ - 5 - = $ - - ) -
o $ - 1s - - |8 - | = >
[} - 5 - > - k - 5 - 5 -
) P 3 - - | - |5 - |Additional Justifi
0 - 5 - 3 e - s = Any supplementary information that may be useful in
o S - 5 = |3 - R ] = 15 - describing in more detail the nature of the Project, the
0 $ - - |& - 3 - S . S - urgency, etc.
0 $ = |5 i - = - |5 | =
0 E s = > = y - 18 - 1% )
0 - 5 - 5 - 5 - 5 - S
0 $ - * > - $ - E - s -
0 3 - ] . 5 i - = |5 - |s -
Total $ - |s - |5 e00000]$ Sl £ - |S 600,000
Milastones (high level targets)
January-00 open January-00 open January-00  open .
January-00 open January-00 open January-00  open Z’:'ee;z:jz;:::::ci’:ﬁ;ﬂ&
January-00 open January-00 open January-00  open progress o that progress an
January-00 open January-00 open January-00  open
January-00 open January-00 open January-00  open
January-00 open January-00 open January-00 open
R q {req forms and approvals ottached)
Internal Labor Availability: [ tow probabiity [ Medium Probabiiky High Prebabaty  Enterprise Tech:  []vgs - attach form NO or Not Required Capital Tools: [Jves- attachfom  [Z]NO or Not Required
Cantract Labor: YES Ono Facilities: [dves-atachform  [Z]n0 or Not Required Fleat: [ ves - attach form NO or Not Required
Page 1 of 2 Pt ,:‘J;f.'.':
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Avista/1401

Schuh/Page 74
Capital Project Business Case NGD-16
LlwrsTa
Key Performance Indicator{s}
Expecied et fotmimnce mprovenwnts
KPIl Measure: Fill in the name of the KPI here |
Fill in the name of the KPI here | .
e et S ——
14 __A:.::::-»-f —— /-‘"f
! Prepared signature L/ / // (. ',,/{(
0.8 - =P PO R — - v
— Poly. (WREFY) / i )
06 - - r/t': /
Reviewed signature X \
04 irectorManager |
024 e e
Other Party signature
o - - : - (if necessary) Director/Manager
1
name lgere
To be completed by Capital Planning Group
Rationale for decisl Review Cycles
20122016
Date T

p

Page 20of 2
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Avista/1401

Schuh/Page 75
Capltal Investment Business Case
ALBwsTa NGD-17
Tnvestment Name: Jackson Pralrle Storage
Requested Amount 000, A
Duralion/Timeframe 20+ Year Program Financial: High - Exceeds 12% CIRR
Dept.,, Area: Nalural Gas Resources Strategic: Rellabillly & Capacily
Owner: Steve Harper Operational: Operalions requi lfon to perform at current levels
Sponsor: Jason Thackston Business Risk: ERM Reduction >156
Category: Prog Program Risk; High certainty around cosl, scheduls and resources
Mandate/Reg. Reference:  nfa Assessment Score: 116 Annual Cost 5 y - /(D ) |
Recommend Program Descriptions Performance Capltal Cost O8&M Cost Other Costs | Buslness Risk Score
Jackson Prairle (JP) Underground Storage Facllity stores natural gas. Avista owns this facllity as 2 1/3 describe any | $ 1,000,000 | $ - s - 2
partner with Puget Saund Energy and Willlams' Northwest Plpeline. Puget Sound Energy Is the managing | Incremental
partner for the facllity which Is Incated in Chehalis, WA. The requested capital represents Avista's 1/3 changes that
share of the capltal ded to maintain the Ing facility and maintain equal ownership status. The this Program
purpose of the facllity Is to allow Avista to serve customers on a peak day, and to purchase natural gas at | would benefit
potentlally lower costs during off-peak perlads and store that gas for use during high cost perlods. present
operatlons
_Annual Cost Summary - Increase/(Decrease)
Alternatlves: Perf ] Capltal Cost O&M Cost Other Cosis Business Risk Score
Status Quo : Not recommended-- Not to fund Avista's 1/3 capital obligation. Failure by nfa s - H - 20
Avista to fund Its 1/3 capital obligation would dilute Avista's ownership
percentage. Voling rights would be deminished and therefore decisions made
by other partners would not be In the best interest of Avista or Its customars.
Alternative 1: Brief nome |Recommanded — Support Avista's 1/3 capltal obligation. Estimated to be describeany | § 1,000,000 | $ - $ B 2
of alternative {if approximately 51,000,000 per year looking forward, Cost Is estimated to be incremental
applicable) $539,000 In 2014, Capital needs vary year-ta-year, but relate to well, changes In
compression, plpe, sef {dehydration, metering and control facilitles. operatlons
Alternative 2: Brief name |Not recammended— Fund a lesser amount than Avista's 1/3 capltal describaany | § . $ . 13 - 2
of alternotive (lf obligation. Voting rights would be deminished and therefore declslons made | incremental
applicable) by other partners would not be in the best Interest of Avista or Its customers, changes in
operations
Alternative 3 Nome: Brief |Describe other options that were considered describeany | - $ - $ - 0
name of alternative (if Incremental
applicable) changes In
operatians
Program Cash Flows Assoclated Ers (st all applicable):
2012-2016 ER 7201
Capltal Cost 0&M Cost Other Costs Approvad
Pravious > - > - -
2012 630,000 | & - > - 630,000
2013 550,000 | 5 - 3 = > 550,000
2014 539,000 | & - * 539,000
2015 1,000,000 - - 1,356,300
2016 1,000,000 - - 3 1,175,000
2017 1,000,000 - - $ 1,117,000
2018 1,000,000 - - 1,210,000
2019 - 5 - § - 1,085,000
Future| $1,000,000/year | $ - > .
Total 5,719,000 | § - - > 7,662,300

Mandute Excerpt (If applicable):

provide brief citation of the law or regulalion and a refarence number If possible
Additional justifications:
While not @ mandated project by definition, this Program is not one that can easlly be terminated. The use of JP Is doc tad and ach ledged as part of Avista's Integrated Resource Plan.
Resources Requirements: (request forms and approval hed)
Internal Labor l.\vallablllty: low Probability B Wedium Provabittty [ 1iigh Probabity Enterprls‘e Tech: [ ves - attach form NO of Not Required . Chack the appropriate box. The
Contract Labor: YES o Facilities: [ ves - attach form O or ot Required | Internal and contract labar boxes |
Capital Tools: [ Yes - attach form MO or Not Required | should be checked to Indlcate if the |
Fleet: [ ¥es - attach form HO or Nol Required | resourco awners have boon |
| contacted and to provide a general |
Key Performance Indlcatar(s) sanse of how likaly staff wiil be |
Gl e T = | provided [this doas not requlre a firm |
|
|KPI Measure: Avolded gas costs through use of JP storage | committment). !
| FIll In the name of the KP) here |
) 1P WASID Avolded Winter Cosn Prepared signature
Page 1 o' 2 Protmd 1002000
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Avista/1401
Schuh/Page 76

ABwista NGD-17
SN
L Reviewed signature
& ki Direcior/Manager
sinsan
eeawes f 4
. Other Party Review signature \—/I/]I 1 ﬂuv[ J ecl‘e“'%/
(if necessary) L Q Director/Manager
s Y Vb T Loranad
R Status Wiskan Ststus Quo Rirk
Pusiness Case Reduction QuoRaw | Completl Finandaf Impact
. LR A { Lagel, Reguinlory, Extamal Business Affeln Uhatlheod w m:r"‘:;‘::::;::;‘:::? a) Ukellhood
Cmu‘mnmq = x
3 - Could resultIn 5 susinined negatlve impact 1o
5 - > $10MM < Onon / yaar focal, oniine, or ndustrial relationships und f or 1< Once /yuar
} Jrattanal / globst medla coverage '
| ukeiinood | safuty and Haslih: Publle | Ukaithood Salaty and lhesith: Empioyes Ukellhood
] 14 - Patentinl for Infury . Onea ¢
) JPublie health infrastuctin Impact up to 8 hours : DI I
Jackson Prairle Risk upon Completion
Storage 18 = 2
Finandal impact
Lagal, ¥, Extomal Bunlsass Affairs Unalihood s srvica ad Aottty Uksiihood
(M susiomers * dumtion of wn ovlape)
OortsfRevanunr)
T 1-Nollkaly Impaci an medla or rgulsiary 1
1- <5200 J¢Once / 10 yeary \ailonihip. ‘10nu150vnu \
Ukelihood Safoty and Hauthr Public | ukaiiheod Sefaty and Heullhs Employes | ukelibood
1 - Polent(el forinjury ] T
| \Publie hmalth Infrayeruenain mpaet up bo B haum R.0nce,/ 30veath)L s patantial fot Iy J2 Once /S0 ywany
To be completed by Capital Planning G!oup
Ratlonale for decislon Review Cycles
20122016
Date Templ
orted 13053014
Page 2 o' 2 Clprenny! Loan "WM“MSNI‘::HME?J"B'FN
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