
ORDER NO. 08-182

ENTERED 03/31/08

BEFORE THE PUBLIC UTILITY COMMISSION

OF OREGON

UM 1351

In the Matter of

AVISTA CORPORATION, dba AVISTA
UTILITIES,

Petition Requesting Authority to Revise Its
Book Depreciation Rates.

)
)
) ORDER
)
)
)
)

DISPOSITION: STIPULATION II ADOPTED

I. BACKGROUND

On October 12, 2007, Avista Corporation, doing business as (dba) Avista
Utilities (Avista or the Company), filed a petition, with the Public Utility Commission of
Oregon (Commission), requesting authority to revise its book depreciation rates to be
consistent with the results of a recently completed depreciation study (the Study). The
Study indicated 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. Consistent with the Study, Avista’s petition
requested authorization to revise the Company’s book depreciation rates by
approximately $3.1 million.

On November 29, 2007, a prehearing conference was held in Salem,
Oregon, and a procedural schedule to review Avista’s petition was established. The
Citizens’ Utility Board of Oregon (CUB) noticed its intervention, and the petition to
intervene of the Northwest Industrial Gas Users (NWIGU) was granted.

The schedule established in the proceeding included sufficient time for
Commission Staff (Staff), parties and interested persons to fully review the Company’s
depreciation study and petition. The schedule also allowed for settlement discussions.

As a result of settlement discussions, Avista, Staff, CUB and NWIGU
(collectively the Stipulating Parties) executed, on January 14, 2008, a first Stipulation
(Stipulation I) regarding an early implementation date for new depreciation rates for
Avista. On January 28, 2008, the Commission adopted Stipulation I, in its entirety.
Stipulation I implemented an approximately $3.1 million decrease in Avista’s
depreciation expense, effective as of January 1, 2008. Should the Commission eventually
adopt different depreciation rates at the end of a full review of Avista’s depreciation



ORDER NO. 08-182

2

study, Stipulation I set forth an adjustment mechanism to implement the Final Approved
Depreciation Rates (as defined in Stipulation I) in a manner that would hold customers
harmless.

II. STIPULATION II

As a result of continued settlement discussions after Stipulation I, the
Stipulating Parties executed a second Stipulation (Stipulation II) on March 7, 2008. In
Stipulation II, the Stipulating Parties agreed to further reduce Avista’s depreciation
expense by $320,519, for a total reduction in depreciation rates of $3,427,863.
Attachment A to Stipulation II (Appendix A, Page 9) provides full detail about the
affected accounts and rates. The Stipulating Parties agree that the Final Approved
Depreciation Rates shall be effective as of April 1, 2008, and shall be reflected in base
rates coincident with implementation of new base rates at the conclusion of Avista’s
general rate case, in Docket No. UG-181.

The Stipulating Parties further agree that the adjustment to base rates shall
be spread as a uniform percentage decrease in margin revenue to three rate schedules:
Residential Service Schedule 410, General Service Schedule 420 and Transportation
Service Schedule 456. The decrease in revenue for each schedule shall be applied as a
decrease to usage (per therm) charge(s). Attachment B to Stipulation II (Appendix A,
Page 10) shows the rates, and timing thereof, by service schedule resulting from the
application of Stipulation II revenue decrease.

III. CONCLUSION

We have examined Stipulation II and the Stipulating Parties’ Joint
Testimony. We conclude that Stipulation II appropriately reduces rates and is in the
public interest. We find that the methodology to adjust base rates set forth in Stipulation
II is appropriate. We adopt Stipulation II in its entirety, and direct Avista to adjust base
rates consistent with Stipulation II and this Order.

ORDER

IT IS ORDERED that:

1. Stipulation II, executed on March 7, 2008, by Avista Utilities,
Commission Staff, the Citizens’ Utility Board of Oregon, and the
Northwest Industrial Gas Users, is adopted.
























