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BEFORE THE PUBLIC UTILITY COMMISSION

OF OREGON.
UG 201
In the Matter of ) STIPULATION RESOLVING ALL
AVISTA CORPORATION, dba AVISTA ) ISSUES
UTILITIES )
)
Request for a General Rate Revision. }

This Stipulation is entered into {or the PUrpOSE of resolving all issues in this Docket, As
such; this Stipulation resolves all revenue requirement issaes, including vost of capital issues, as
well as rate spread and rate design,

PARTIES

The Parties to this Stipulation are Avista Corporation (or the “Company™), the Staff of
the Public Utility Commission of Oregon (“Staff”), the Citizens® Utility Board (*CUB”), and the
Northwest Industrial Gas Users (“"NWIGU™).(collectively, -“-Paﬁieg’ ).

|  BACKGROUND

1. On September 30, 2010, Avista filed revised tariff schedules to effect a general rate
increase for Orégon retail customers of dpproximately $5,446,000, or 5.6 percent of its annual
revenues. The filing was suspended by the Commission on October 20, 2010,

2. Avistafiled supplemental ‘direct testimony on December 3, 2010, in order to update
the accounting and financial data which the Company asserted would justify a greater increase in
revente requirement of $6.429 million; the Company, however, did not alter its original request

for $5.446 million of rate relief.
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3. On December 22, 2010, Staff served on all of the Partigs: its report of issues and
proposed aﬁiﬁsﬁﬁené:s to Avista’s revenue requirement filing. Staffs report was provided for
settlement puiposes only:

4 Pursvant fo Administrative Law Judge Patrick Power’s Prchearing: Conference
Report of October 26,2010, setilemient conferences were held on January 18-19, 2011,

5. As aresult of the seftlement discussions, the Parties have agreed to settle all issues
in this:docket, including the revenue requirement and rate spréad/design issues on the following:
terms, subject to the approval of the Commission.’

AGREEMENT

6. Revenue Requirement: The Parties support reducing Avista’s requested revenue
requirement to reflect the adjustmeits discussed below. The adjusiments antount to a reduction
in Avista’s revenue reguirement request from $5446 million to $2.975 million to be

implemented in two phases: §2.004 million of the agreéd-upon increase will be implemented on

Mareh 15, 2011, and $971,000 of the overall inerease will be implemented on Jurie 1,201 1.

The Partics have also agreed to deferred accounting treatment for two. capital additions
(Medfoid IMP Pipe Replacement and the Roseburg Reinforcement) which are expected to be in
service on or about November 1, 2011, and subsequent recavery of such costs in rates, after the
Company provides a certification of camialeﬁon and supporting documentation as discussed
below. Any additional rafe increase will decur on June 1, 2012 for recovery of revenue
requirement and deferred revenue requirement costs associated with these projects that are found

t0 have been prudently incurred.

' The Partics further agree that Avista need not continue to respond to any data requests that were oulstariding as of
January 19, 2001,
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This Stipulation represents the seftlement of all revenue requirement issues in the-
Company’s filing. The Parties support reducing Avista’s tevenue requirement réquest through

the adjustments fisted in Table 1 below {See Attachment A for further detail on the adjustmentts):.
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Table 1:

SUMMARY TABLE OF ADJUSTMENT. EVENUE REQUIREMENT AND RATE BASE
“ Revenue
S . Requirement | Rate Base
Amountasfiled: R _$6,429 | 3148421
Adjustiments:
# -Rate of Return - (1,554) -
Adjusts return on equity to 10.1%, Iong-term debt cost 10 5. 0%, with a
. sommon stock squity componant of 50%,
b, 2011 Maﬁ” Plant Additions - ey (re2)
: emaves 2 major plant additions (Roseburg: o
‘:Remf cementﬂt\&l’ Pipa Re;aiacemem} from rate base that wili be défetred
for later:recovery when plaged in service in November of 2011 {See Seetion
T of saftiement).
[ Wages§ Salaries oo 819
: ?h:ﬁ aci,;u&iment removes the ﬂarmngs tesf adﬁuﬁtmam fw wages and
. ‘sakarigs included in the {Zsmpany”a original reguest.
1d ProForma Wages & Salams Adjustment (13 {65}
Ge)
BT (r.486)
his ad;w&i:mam removes the Com| pany s ;areposed wark;ng crap%tai ]
diugtmant. )
& G Adjustment - (g25) -
Ezts atijustment fevises the Com) pany = expea&ed Admimstraﬂve and
ehsral xpenses. .
'SIT/FIT Adjustment 132 |
This-adjustmentis a flow through adjustment for the fe deral an ‘
it paet -of rate base adjustiments.
i . Customer Deposits _ (91} {888)
This adjustinent reduces: ‘rate bass for ciistomer deposils and mcludes
assocaated mtarea_; axXpense, . ]
i '  (zas) (2100
éThss adjustment increases Arxaum ulatad ' '
H{ADFIT} fer the effect of bonus depréciation.

k ?M;scezlaneaus Expenses & -
. TowlAdustments:  ($3,454) (§11,222)
Adjustéd Revenue Requirement Change (Base Rates) and Rate Base: $2,975 $137,199

[Revenue Increase Impiemented March 15, 2011 $2,004
Revenue Increase tmple mented June 1; 2&1‘3 R $971 )
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a. Rate of Return — This adjustment reduces Avista’s requested-cost of capital to an

overall cost:of capital equal to 8.00% based on the following components: a capital structure
consisting of 50% common stock equity and 50% long-term debt, return on equity of 10.10%,
and a long-term debt cost of 5:90%. This combination of capital structure and capital costs is

shownin the schedule belows

Agrﬂedvup [

Percent
Costof Capital of

Total

Capital  Cost Component
Loterm Dbt S00%  5.90% 2.05%
Corpmon Equity 500%, 1010% . 5.05%
Tatal 100.0% 8.00%

b, 2011 Major Plant Addiiions — This adjustinent removes the pro forma capital

additions for the Roseburg Reinforcement and IMP Replacemant projects. These projects will be
completed by November 2011, at which time they will move inio service. The revenue
requirement associated with the amortization of these projects, and Avista’s Oregon jurisdiction
approved rate of return applied to the actual balance of the additional plant, vé_r.ﬂl be deferred for
future recovery, until recovered in base rates (as discussed in Section 7, below),

¢, Wapes and Salaries Adinstinent — This adjustment removes the carnings test

adjustment for wages and salaries included in the Company’s original request.

d. Pro Forma Wages and Salaries Adjustment — This adiustment revises pro forina

wages and salaries relating to overtime; full time employee equivalents (FTE); associated payroll

taxes; and applicable depreciation expense related to the reduction to rate base.

e, Forecast Expense Adjustment — This adjustment reduces expenses based on a lower

inflation factor applied to 2010 and 2011 expenses;
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£ Working Capital Adjustment — This adjustment removes the Company’s Fmposeé;

working capital adjustment.

g Administrative and General Expenses - This adjustment revises the Company's
expected administrative and general expenses.

h.  FEIT/SIT Adjustment — This adjustment is a flow through adjustment for the federal

and state tax impact of the cost of debt component of rate of return.

i,  Customer Deposits - This adjustment reduces rate base for customer deposits aﬁé

inchudes associated interest expense.

i Bonus Depreciation ~ This adjustment increases Accumulated Deferred Federal

Tncoriie Taxes (ADFIT) for the effect of bonus depreciation.

k. Miscelleneous Expenses - This adjustment removes severance and employee

relocation expenses,

7. Deferred Recovery of Costs Associated with Capital Projects: 'To Be Placed

In-Service in November:of 2011.

A rate increase will oceur on June 1, 2012, to recover the revenue requirement, and deferred
revenue requiremert associated with the Roseburg Reinforcement Project and the Medford
Integrity Management Pipe Replacernent Project, which are described below:

{a)  The Roseburg Reinforcement Project, Phase I of o two phase project, improves

the delivery pressute and capacity of natural gas supplies into central and cast Roseburg by
extending a high pressure natural gas supply. This phase of the project will install a new high
pressure (HP) distribution source by replacing the existing capacity constramed pipe and

installation of a new regulator station.  Specifically, Phase IT will replace the existing capacity
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constrained source between the Jackie Street Gate station in Winston, Oregon and the south,

Roseburg cityfi_i;ﬂii’ts; Phase 11 is scheduled to be completed by the end-of October 201 1.

{b) TheMedford Integrity Management Pipe Replacement Project is being completed,
in response to the integrity management regulation as detailed in 49 CFR 192, Subpart O —

Pipeline Integrity Management. The regulation requires pipeline operators 1o evaluate covered

segments and mitigate risk fo the public by assessing the integrity of pipeline segments by diréct

assessment or lowering the operating stress of the pipeline which will reduce the consequeneces
of an unforeseen event. This capital project addresses the replacement of six pipe sections that
were identified as High Conseduence Aréas and require mitigation within the integrity
management program. The projeet isscheduled to be completed by the sid of October 2011,

{¢) Compliance Filing and Rate Implementation. The Parties have agreed that the

Company will submit a a&m@iian_ce'ﬁlmg on or before March 1, 2012, including a “certificate of

completion” for these projects; attesting to when the projects were placed “in service”™ and are

“used and useful” for providing service, as well as final and complete RFPs, bid sheets, and bid
comparison work papers for thie Roseburg Reinforcement Project Phase II. Base rates will be
adfusted on June 1, 2012 for the revenue requirement dssociated with the actual, and to the extent
prudent, capital additions associated with the projects. Therevenue requirement will be deferred
for the period November 1, .201 1 through May 31, 2012, and a teinporary rate adjustment will be
put in place to recover the deferred revenue requirement, including cartying costs during the
deferral period and the recovery period, also effective on June 1, 2012, The temporary rate
adjustment will be in place for the twelve-month period June 1, 2012 through May 31, 2013.

Attachment B shows an example: of how the revenue requirement will be caleulated for the
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projects, as well as how the deferred revenue requirement and carrying cost during the deferral
period will be determined.

8. Rate Spread: The Parties agree that new rates would be spread so that
Residential Service Schedule 410 and General Service Schedule 420 would receive an equal
percentage of revenue inerease. Furthier, the Parties agreed that Transportation Schedule 456
would receive a pro-tata allocation of the Company’s natural gas raté spread percentage from 1ts
original filing for purposes of spreading the revised revenue requirement. The remaining
reveniie fequirernent would be spread to the other service schedules in 2 manner such that each

schedule receives at least a 0.5% increase when looking af the ‘combined March 15, 2011 and

June 1,2011 1?at€:-'impliementati0n sefredules.

The Parties stupport the spread of the March 15, 2011 overall revenue increase of $2.004

million, .or 2.01%, 1o the Company’s servioe schedules as follows:

‘Residential Service Sch, 410 2.16%
General Service Sch. 420 2.16%
Large General Service Sch. 424 0.38%
Interruptible Service Sch. 440 0.38%
Sedsonal Service Sch. 444 1.37%
Transportation Service Sch. 456 0.80%

The Parties support. the spread of the June 1, 2011 overall revenue increase of $0.971

million, or 0.98%, to the Company’s service schedules as follows:

Residential Service Sch. 410 1.04%;
General Service Sch. 420 1.04%
Large General Service Sch. 424 0.19%
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Taterruptible Service Sch. 440 0.19%
Seasonal Service Sch. 444 0.66%

Transportation Service Sch. 456 0.38%:

Parties agreed to a pro-rata -'aﬂfj?;:ation of the Comyrany’s natural gas rate spread percentage from

the March 1%, 20171 rate incréase for purposes of spreading the additional révenue requiremett,
The ealeulation of the revenue increase by service schedule is showni on Page 1 of Attachment C.

9. Rate Design: For therates that will go into effeet on March 15, 2011, the Parties

support rate design changes as follows: the monthly customer charges under Residential Service

Schedule 410:and General Service Schedule 420 will'bg increased by $0.50, from $6.50:t0 $7.00
for Schedule 410, and from $8.50 to $9.00 for Schedule 420. The monthly customer charge for
Large General Service Schedule 424 will be iricreased by $2.00, from $48.00 to $50.00 per
month. The usage (therm) charge within each of the sales serviee schedules will be increased by
the appropriate amount to -result in the total revenue increase for each schedule. For
Transportation Service Schedile 456, the menthly customer charge will be increased by $25.00
per month, from $250.00 to $275.00. The remaining revenne increase within the Schedule is
reflected through a uniform percentage increase applied to the bloek (usage) rates within the
Schedule.

For the rates that wiil go into effect on June 1, 2011 and on June 1, 2012, the usage’
(jtheim) charge within each of the sales service schedules will be increased by thie appropriate
amount: to result in the total revenue ingrease for each schedule. For Transportation Servite
Schedile 456, the revenue increase will be a uniform percentage increase applied to the block

{usage) rates within the Schedule.
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The present and proposed rates, as well as the increases to all rate components within the

schedules, are shown on Pape 2 of Attaclument C.

10.  Other Issués

{a)  Accounting Procedures — The Company has an on-going project to review its

accounting policies and procedures for electric and natural gas service in all jurisdictions. to

provide training to its employees, and to conduet an:audit of total Clompany accounting practices.

Upon completion of this project to review accoutting policies and procedures in 2011, the
Company agrees to provide to the Parties a copy of any and all reports associated with this
project.

(h.)  Information for Future Rate Case Filings - In the current filing, the Company vsed

the 2000 Results of Operations and made a series of adjustments to derive forecasted 2011 test
year data. In futore rate case filings, the Company will prepare a forecasted Results of
Operations (ROO) réport that will be used as the test year. The Company will begin with the
most técent Results of Operations (ROO) repott as filed with the Commission, and after making
neeessary adjustiments to the ROO report, will prepare a forecasted Results of Operations report
for the test vear. I addition, the Company will provide supporting detail and workpapers to
suppott the forecasted Results of Operations report,

{cy  Allocation Methodology — The Company will meet with the Parties prior to the

Company’s next. general tate case filing to discuss the Company’s allocation processes and

m@ﬂmdbiogies,

{d) Revenue Adjustment — The Parties have agreed o the Revenue Adjustment
proposed by the Company. The Company agrees that it will use the most recent forecast of

customer counits and patural gas usage that is used for financial reportitig purposes in its future
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general rate cases, Integrated Resowrce Plan (IRP), and Purchased Gas Adjustment (PGA)
procecdings.

(e}  Jackson Prairie (J1) Storage — The Parties agree that Oregon will receive 25% of

the total of the aliocation of JP capasity and deliverability resulting from all JP expansion

voluines and costs since 1999, including the additional JP capac'ity- and deliverability that will

revert to Avista Utilities on May 1,72011; and the capacity and deliverability added since 1999

and approved in Docket UG 181,  Further, the Parties agtée'to the revised accounting treatment |
as proposed by the Company. (See Direct Testimony of Elizabeth Andrews, Exh. 700, p. 14) In

addition; the Company agrees to work with the Parties on the necessary reports and changes to

storage accounting processes and documentation to guantify all gas price stability and

Optimizétien benefits Oregon custoniers will receive from the additional JP Storage through the

PGA process.

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

12. The Parties agree that this Stipulation represents a compromise in the positions of
the Parties. Without the written consent of all parties, evidence of conduct or statements,
including but not limited to term shigets or other documents created solely for use in settlement
conferences in this docket, are confidential and are not admissible i the instant or any
subsequent proceeding unless independently discoverable or offered for other purposes allowed
under ORS 40.190. Nothing in this paragraph precludes a party from stating as a factual matter

what the parties agreed to'in this Stipulation.
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13. Further, this Stipulation sets forth the entire agreement between the Parties and
supersedes any and all prior communications, understandings, or agreemerts, oral or writtefy,
between the Parfies pef-tz’iig:;;t@ the subject matterof'this Stipulation.

4. This Stipulation will be offered into the record in fhis proceeding as evidence
pursuant to OAR 860-001-0350(7). The Parties agree-to use best efforts'to prepare and submit
put rates into effect by March 15,2011, The Parties agree to support this Stipulation throughout
this progceeding and any appeal. The Parties further agree to provide witnesses to sponsor the.
Stipulation- at any hearing held, or, in a Party’s discretion, to provide a representative af the
hearing authorized to respond to the Commission’s questions on the Party’s position as may be
appropriate.

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

16, The Paities have negotiated this Stipulation as an inteprated document. If the

Comumission rejects all or any material portion of this Stipulation, or imposes additional material

conditions i approving this Stipulation, any Party disadvantaged by such action shall have the

rights provided in QAR 860-001-0350(%) and shall be entifled to seek reconsideration or appeal

of the Commission’s Crder.
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17. By entering into this- Stipulation, no Party shall be deemed to have approved,
admitted, or consented to-the faets; ptinciples; methods, or theories employed by any other Party
in arriying at the terms of this Stipulation. No Party shall be deemed to have agreed that any
provision of this Stipulation is appropriate for resolving the issues in any other proceeding.

18, This Stipulation may be executed in counterparts and each signed counterpart shall
constitute an original doctment. The Parties further agree that any facsimile copy of a Party’s.
signature i$ valid and binding to the same extentds anoriginal signature.

19. This Stipulation may not be modified of amended except by written agreement
among all Parties who have execnted if.

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

signature.
DATED this 2/ = day of January 2011,

AVISTA CORPORATION STAFF OF THE PUBLIC UTILITY
COMMISSION OF OREGON

_ 2 _
By: Dﬁ-ﬁ«%iig G~ By:

e
Date: Aol sl £ NN Date:
NORTHWEST INDUSTRIAL GAS USERS CITIZENS UTILITY BOARD
By: By
Drate: Date:
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17. By enteting into this Stipulation, no Party shall be deemed to have approved,

admitted, or congented to the facts, principles, methods, or theoriss employed by any other Party

in arriving at the terms of this Stipulation. No Party shall be deemed to have agreed that any
provision of this Stipulation is appropriate for resolving thie issues in any othier proceeding,

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

19. 'This Stipulation may not be modified or amended except by written agreement
among all Parties who have executed it. :

“Fhis Stipulation is entered into by each Party on the date entsred below such Party’s

sighature.
DATED this =2/ _day of January 2011.

AVISTA CORPORATION STAFF OF THE PUBLICUTILITY
COMMISSION OF OREGON

. oA
By: _ . By: % {'L(/ W‘“\“/
Prate: _ . - Date: / {/ 3 f/ /"

NORTHWEST INDUSTRIAL GAS USERS CITIZENS® UTILITY BOARD
By _ _ _ By:
Date: _ Diste:
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17. By entering into this Stipulation, ne: Party shall be deemed to have approved,
admitted, or gonsented to the facts, prineiples, methods, or theories employed by any other Party
in ariving at the terms of this Stipulation. No Party shall be deemed to have agreed that any
provision of this Stipulation is appropriate for resolving the issuesin any other procecding.

18, This Stipulation may be executed in counterparts and edch signed counterpart shall
constitufe an original document. The Parties further agiee that any facsimile copy of a Party’s
signatiwe is valid and binding to the same extent as an original signature.

19. This Stipilation’ may not be modified or amended except by written agreement
among all Parties whe have executed it.

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

signature.

- 3
DATED this: Q’iﬁ; day of January 2011,

AVISTA CORPORATION STAFF OF THE PUBLIC UTILITY

COMMISSION OF OREGON

By: __ By:
Date: Tlate:
NORTHWEST INDUSTRIAL GAS USERS CITIZENS' UTHITY BOARD
By: "+ adn  C T s By:
o (]
Date: [ /Q}/f/(Q@f / Date:
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17. By entering into. this Stiputation, no Party- shall be deemed to have approved,

admitted, or consetted to the facts, principles, methods,.or theories eraployed by any other Party
Iy arriving at the terms of this Stipulation. No Party shall be deemed to have:agreed that any

provision of this: Stipulation Is appropriate for resolving the issues in-any other proceeding.

18. This Sijsipulai:ign-may be executed in couriterparts and each signed counferpart shall

constitute an original document. The Parties further agree that any facstmile copy of a Party’s

signature is valid and binding te the same exient as an origiual sigriature.

19. This Stipulation fuay not be modified or amended except by written agreement
among all Parties who have executed it.

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

signature.
DATED this_ o\ 5‘%@ of January 2011.

AVISTA CORPORATION STAFF OF THE PUBLIC UTILITY
COMMISSION OF OREGON

By: - . By:

Date: B Dt

NORTHWEST INDUSTRIAL GAS USERS CITIZENS’ UTILITY BOARD-

# o
By: By: é:;/// ,g"{//\{/‘”’

Date: Dae: [ T~ ?
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Avista Utilities

2011 Rosebury Reinforcement and IMP Pipe Replacement Projects
Revenug Reégquirement Deferral Example

tepreciation Expenss

Property Tax @ 1:5% of Gross Plant

Total Expenses
Nat Operating Incomé Befors FIT

FIT Benefit of Depreciation-and Prapetty Tax

FIT Benefit of Interest Expanse,

Net Operating Income Requirement

Net Piant

Amounts to be Updated fo Refiect Actual Additions

Accumulated Depreciation (average of 11101711 and 10/31/12)

Accumulated DFIT {average of T1/01/14 and 10/8%/12)

NetRate Bass
Settigrment Rate of Returh
‘Refurn on Rate Base

Net Operating income: Reqtiiremant icluding Returh

Naito-Gross Factor

Revenue Requirement for 1701441 10/31/12

Montiy

Jui2
Aug-12
Sep-12
Oct-12
Total

§ 931,684

Révenug

Reguirement
$ 56432

54,500

120,832

{120,932

42,326
42 795

5 _(358711)

$ 4,300,000
28.216

{126:887)

4,144,797
8.000%.

$- 387385
1.7¥670:

$. 630,343

2011 Rossburg IMP OR Capiial-Revenue RequirementExample s
Sumenary
01242011

Thems Revenue  Deferred  Carrying

1101441 - Monthly Reguirement  Revenus Cosi@  Deforal
10181112 Percent  ByMonth  Recuirement 8000%  Balance
11842872  10871%  $68.525 368,525 $228 568753
16677751  14.3%1% 90,713 781 $160,227
15,451,885  14.184% 89,408 89,408 1,366 $251,001
12423849 11.404% 71,884 74,884 1,943 5324,798
11,286,408 10.360% 55,304 $5,304 2383 8392485
8,814,618 8.091% 54,001 51,001 2787 $446,273
£,503,392 5970% 37,637 37,631 3181 $4B7,005
4,983,382 4.574% 28,832

4,497 807 £129% 26,027

4,481,707 #125% 25,489

5,017,917 4.608%: 28,034

7:950.008 7.297%. 45,996 .
108,042.406°  100.000%  $6830,243  $474468  $12,530 3487005

Aflachment B

Paga 1 of 1
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