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)
)
)
)
)
)
)
)

ORDER

DISPOSITION: STIPULATION ADOPTED

I. INTRODUCTION

On October 12, 2007, Avista Corporation, dba Avista Utilities (Avista or the
Company) filed a petition, with the Public Utility Commission of Oregon (Commission),
requesting the authority to revise the Company’s book depreciation rates. The Company had
undertaken a depreciation study of its depreciable electric, gas and common plant in service
as of December 31, 2004.1 Avista requests that the Commission adopt the study’s
recommended depreciation rates. The depreciation study indicates that the annual
depreciation expense on Avista’s books should be reduced by approximately $3.1 million,
based on the average service life rates of gas plant in service, as of December 31, 2006.

On November 29, 2007, a prehearing conference was held. The Citizens’
Utility Board of Oregon (CUB) noticed its intervention in this proceeding, and the petition to
intervene of the Northwest Industrial Gas Users (NWIGU) was granted. A schedule was
adopted at the prehearing conference that allows sufficient time for Staff, parties and
interested persons to fully review the Company’s depreciation study and petition. Avista
desires to implement new depreciation rates on an earlier basis, however, in order to
coordinate with the implementation of new depreciation rates for the Company in
Washington2 and Idaho3, its other jurisdictions. Avista indicates that it has common plant
that is allocated to all three jurisdictions, and that implementing depreciation rate changes for
all three states on the same day, January 1, 2008, would simplify future accounting and audits
of depreciation expense.

1 Avista hired Gannnett Fleming, Inc., to undertake the depreciation study.
2 On December 19, 2007, in Docket No. UG-070805, the Washington Utilities and Transportation Commission
approved the Company’s proposed depreciation rates.
3 On November 15, 2007, the Idaho Public Utilities Commission Staff issued a Decision Memorandum in
Avista Case No. AVU-G-07-03 that recommends that new depreciation rates for Avista be effective on
January 1, 2008.
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II. STIPULATION

Pursuant to the procedural schedule adopted for this docket, settlement
discussions were held. As a result, Avista, Staff, CUB and NWIGU (collectively the
Stipulating Parties) executed a Stipulation regarding a January 1, 2008 effective date for
Avista’s proposed depreciation rates, subject to adjustment upon final adopted depreciation
rates. The Stipulation was filed together with Joint Testimony by the Stipulating Parties.4

The Stipulation would implement a $3.1 million decrease in annual book
depreciation expense during Avista’s January 2008 month-end close of its financial records,
in early February 2008, thereby making the decrease effective as of January 1, 2008. It also
agrees to adjust, as described below, for any differences should the Commission adopt
different depreciation rates at the end of a full review of Avista’s depreciation study.

If final approved depreciation rates differ from the rates implemented pursuant
to the Stipulation, Avista agrees to:

1) Revise book depreciation rates to reflect the Final Approved Depreciation
Rates, effective on a prospective basis beginning with the calendar month
following the date of approval by the Commission;

2) Implement a one-way rate adjustment to hold customers harmless in the event
that the final approved depreciation rates are different than the Stipulated
rates.

If the final approved depreciation rates result in a greater reduction to
depreciation expense than $3.1 million, the Company will refund, through its
annual Purchased Gas Adjustment (PGA), the accumulated difference in
depreciation expense from the time new retail rates go into effect in Docket
No. UG 181 until the final approved depreciation rates are reflected in base
retail rates.

If the final approved depreciation rates result in a smaller reduction to
depreciation expense than $3.1 million, the Company will absorb the
difference in depreciation expense until the final approved depreciation rates
are reflected in base retail rates.

3) Make a filing to include the final approved depreciation rates in base retail
rates, with the resulting retail rate adjustment to become effective coincident
with Avista’s next PGA rate adjustment, if the final approved rates are not
included in base retail rates at an earlier date.

4 Joint Testimony of Bryan Conway, Kelly O. Norwood, Bob Jenks and Paula E. Pyron, “In Support of
Stipulation for Implementation of Depreciation Rates Subject to Adjustment,” (January 2008).
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4) Any accumulated differences to be refunded to customers will be recorded in
FERC Account 254 – Other Regulatory Liabilities.

The Stipulating Parties agree that the Stipulation is in the public interest due
to accounting and audit advantages, and request that the Commission adopt it. The Joint
Testimony states that retail rates will not change on January 1, 2008, as a result of the
Stipulation, and reiterates that customers are protected if different depreciation rates are
ultimately adopted by the Commission.

The Joint Testimony also explains that the Stipulating Parties request that the
Commission act on this Stipulation prior to the end of January 2008. In order for Avista to
implement the stipulated-to depreciation rates during the January 2008 month-end close of
the Company’s financial records, the Stipulation must be approved before the end of
January 2008, indicates the Joint Testimony.

III. DISCUSSION

The Commission encourages parties to a proceeding to voluntarily resolve any
issue in a proceeding when settlement is in the public interest. All parties in this docket
entered into a Stipulation to implement new book depreciation rates for Avista as of
January 1, 2008, subject to adjustment upon our adoption of final depreciation rates. The
parties did so, they stipulate, to simplify accounting and audits of the Company’s
depreciation expense. The Stipulation also sets forth a methodology to reconcile the
Stipulation depreciation rates with different depreciation rates that we may eventually adopt
in this docket.

We have examined the Stipulation, together with the Joint Testimony. We
conclude that the Stipulation is in the public interest. The Stipulation accomplishes the goal
of simplifying accounting and audits of Avista’s depreciation expense, but does not presently
change retail rates. We also find that the Stipulation’s reconciliation methodology is
appropriate. Consequently, we adopt the Stipulation in its entirety without modification.

ORDER

IT IS ORDERED that:

1. The Stipulation dated January 14, 2008, and executed by Avista
Utilities, Commission Staff, the Citizens’ Utility Board and the
Northwest Industrial Gas Users is adopted.

2. Consistent with the Stipulation, Avista Utilities shall perform the
appropriate accounting functions to reduce the Company’s annual
depreciation expense by $3.1 million, subject to adjustment upon our
final adoption of depreciation rates for Avista.
























