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)
)

ORDER

DISPOSITION: PLAN ACKNOWLEDGED WITH REQUIREMENTS
FOR THE NEXT PLANNING CYCLE

Introduction

Avista Corporation, dba Avista Utilities (Avista or Company) provides natural
gas service to the public in Oregon, making it a public utility under ORS 757.005. In 1989,
pursuant to its authority under ORS 756.515, the Public Utility Commission of Oregon
(Commission) issued Order No. 89-507 adopting least-cost planning for all energy utilities in
Oregon. In 2007, the Commission refined its planning guidelines in Order Nos. 07-002 and
07-047. On December 28, 2007, Avista filed its 2007 Integrated Resource Plan (IRP or Plan)
in accordance with these most current requirements.  In this docket, Avista seeks
acknowledgment of its Plan as submitted.

We acknowledge the Plan, subject to the Commission Staff’s modification
identifying certain substantive requirements for Avista’s next planning cycle.

Requirements for Integrated Resource Planning

The Commission requires regulated energy utilities to prepare integrated
resource plans within two years of acknowledgment of the last Plan. Utilities must involve
the Commission and the public in their planning process and prior to resource decision-
making. Substantively, the Commission requires that energy utilities:
(1) evaluate resources on a consistent and comparable basis; (2) consider risk and
uncertainty; (3) make the primary goal of the process selecting a portfolio of resources with
the best combination of expected costs and associated risks and uncertainties for the utility
and its customers; and (4) create a plan that is consistent with the long-run public interest as
expressed in Oregon and federal energy policies. See Order No. 07-002.

The Commission “acknowledges” resource plans that satisfy the procedural
and substantive requirements and that seem reasonable at the time acknowledgment is given.
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Overview of Avista’s 2007 IRP

Avista’s 2007 IRP describes the components of the Company’s planning
process. The Plan includes forecasts of future customer demand and identification of
resource needs over the 20-year planning period; assessments of demand-side and supply-
side resource options and distribution system enhancements; consideration of planning risks
and uncertainties; analysis and selection of resource options for meeting future needs; and
identification of actions to be accomplished over 2008 and 2009 to carry out Avista’s
resource strategy and to complete additional planning activities. A summary of the Plan is
provided below:

• Demand Forecast. Avista’s demand forecasts were produced using the
Company’s SENDOUT® resource optimization model. Daily demand
forecasts were developed for residential, commercial, and firm
industrial customers (core market) in five demand areas in Avista’s
South Operating Division (Oregon) and North Operating Division
(Washington and Idaho). The Company evaluated three scenarios that
combined low, medium, and high customer growth with low, medium,
and high natural gas prices to represent a wide range of future end-
states: Expected Case, Low Demand Case, and High Demand Case.
Avista chose the base demand/mid-price Expected Case as the most
likely for its planning activities. For the Expected Case, Avista
projects average core market demand will grow at an annual average
rate of 2.0 percent over the 20-year planning horizon. Peak day core
market demand for the Expected Case is projected to grow at an
annual rate of 2.1 percent over the period.

• Demand-Side Resources. Avista updated its 2006 comprehensive
assessment of demand-side resource potential in its North and South
Operating Divisions for the 2007 IRP. A total of 43 residential and 47
non-residential energy efficiency measures were evaluated in the Plan.
The assessment included such gas efficiency measures as insulation,
high efficiency furnaces, water heaters, clothes washers and dryers,
and commercial cooking equipment. Avista separately forecasted
potential savings from non-residential custom measures acquired
through the Company’s site-specific program.

• Supply-Side Resources. Supply-side options available to gas utilities
include flowing gas supplies through interstate pipelines, storage, and
recallable supply arrangements. Avista’s flowing gas supplies
originate in the Canadian provinces of British Columbia and Alberta
and in the U.S. Rocky Mountain area. The Company's supplies
include annual contracts, firm winter peaking contracts, and spot gas.
Avista contracts with Northwest Pipeline Corporation (NWP) and Gas
Transmission Northwest (GTN) for interstate pipeline transportation
into the Company's service areas in Washington, Idaho, and Oregon.
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The Company is one-third owner in the underground Jackson Prairie
storage project for the benefit of its core customers in all three states.
Avista has also recently contracted for service in the Mist underground
storage project for its Oregon customers. The Company releases
excess pipeline and storage capacity into the secondary market when
the capacity is not fully utilized. Avista has a peaking agreement with
an industrial facility for 20 days of deliveries in the Medford area. The
IRP evaluated a variety of resource alternatives to meet additional
capacity needs over the planning horizon including purchase and
operation of the NWP Klamath Falls lateral as a high-pressure
distribution system; construction of a high-pressure distribution
reinforcement from the GTN system off of the Medford lateral;
reinforcement of the La Grande system with high-pressure distribution
looping; backhaul of supply purchases in Malin, OR on the GTN
system to Medford and Klamath Falls; recall of existing storage
releases; acquisition of additional Jackson Prairie storage; acquisition
of Northern California storage; construction of satellite liquefied
natural gas (LNG) storage; acquisition of existing and development of
new pipeline capacity; and acquisition of LNG from a potential large-
scale facility such as the Coos Bay and Bradwood Landing LNG
projects.

• Integration Strategies. Avista’s IRP projects the need to acquire
additional capacity resources in Oregon beginning in 2011-2012 and in
Washington and Idaho beginning in 2013-2014 based on expected load
growth. The deficits were determined after reducing forecasted
demand by the cost-effective demand-side resources identified in the
Plan over the 20-year planning period. The Plan anticipates acquiring
Oregon demand-side management (DSM) program savings of 350,000
therms in 2008, reduced to 300,000 therms in 2009 after completion of
one of Avista’s commercial programs in 2008. Avista’s SENDOUT®

model selected an optimal supply portfolio for Oregon that includes
purchase of the Klamath Falls lateral in 2011; recall of released
capacity in 2012; distribution enhancements in the Medford/Roseburg
and La Grande areas in 2013; and GTN expansions of the Medford
lateral in 2013 and 2026.

• Two-Year Action Plan. Avista's 2008-2009 Action Plan describes
the near-term actions the Company will take to implement its optimal
resource strategy and to support and improve IRP planning. On the
supply side, Avista will monitor demand trends and reassess the
necessary operational steps and timing to acquire the Klamath Falls
Lateral; commission a pipeline expansion study from GTN related to
the Medford lateral; refine analysis of satellite LNG, company-owned
LNG, pipeline expansions, distribution system enhancements, and
storage facility diversification; continue to assess methods for
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capturing additional value from existing storage assets; and monitor
issues identified in the IRP such as tight production/productive
capacity, diminishing Canadian gas exports, large scale LNG activity,
pipeline constraints, expansions and cost escalations. On the demand
side, the Company commits to acquire all natural gas efficiency
resources available through cost-effective utility programs. Avista
will target DSM program savings in Oregon of 350,000 therms in 2008
and 300,000 therms in 2009. Avista will also investigate potential
applicability of electric demand-response technology that may be
expanded to incorporate natural gas demand-response. In the
forecasting and modeling areas, Avista will reevaluate the Company’s
current peak day weather standard; study additional refinements to
modeling demand by region; and further integrate the VectorGas™
module in SENDOUT® optimization modeling to strengthen the
analysis of demand impacts under varying weather and price scenarios.
The Company will also continue to meet regularly with Commission
staff to provide information on market activities, significant revisions
to risk management programs, and status of IRP and gas procurement
activities.

Comments of the Parties

Avista solicited initial comments from parties through its Technical Advisory
Committee meetings prior to distributing a draft 2007 IRP for external review on
September 6, 2007. Oregon Commission staff (staff) provided comments on Avista’s draft
Plan on November 6, 2007. On December 28, 2007, the Commission received the final IRP.
Staff distributed its draft recommendation and a draft proposed order on the Plan to the
Company and interested parties on April 1, 2008. Avista submitted reply comments to staff’s
draft recommendation/order in a letter dated April 16, 2008. No other comments or
recommendations on the Plan or on staff’s recommendation were received from Oregon
parties or customers.

Staff Comments. Based on its review of Avista’s 2007 IRP and participation
in the planning process, staff determined that the Plan meets the Commission’s guidelines in
Orders No. 07-002 and 07-047. Procedural requirements were met as described above.
Substantive IRP requirements were addressed throughout the Plan and summarized in
Appendix A to the Plan. Staff agrees that Avista’s IRP meets the Commission’s substantive
IRP requirements. Staff also concluded the demand-side and supply-side resources identified
to fill the deficiencies expected in Avista’s Oregon service territory beginning in 2011/2012
(Klamath Falls) and 2013/2014 (Medford and La Grande) are appropriate. Staff recommends
the Commission acknowledge the 2007 IRP and action Plan, subject to the addition of the
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following action item intended to better address the Commission’s requirements under
Guideline 4g1 in Avista’s next planning cycle:

For its next IRP, Avista will analyze (using SENDOUT® and
VectorGas™) realistic alternative world situations in which the
company may have to operate during the next 20 years,
particularly in light of current, new and proposed state, federal and
Canadian energy policies and the ongoing evolution of North
American and world natural gas, oil and coal markets.

Avista Reply Comments. By letter dated April 16, 2008, Avista accepted the
modification to the IRP action Plan recommended by staff.

Commission Disposition

Avista is a public utility subject to the jurisdiction of the Commission.
Commission staff recommends that its 2007 IRP, as modified in this order, be acknowledged.
After review of Avista’s IRP and consideration of staff’s comments, understanding that no
other party provided comments on the Plan, we agree with staff’s recommendations.
Avista’s 2007 IRP reasonably adheres to the principles of integrated resource planning set
forth in Order Nos. 07-002 and 07-047. Consequently, we acknowledge Avista’s 2007 IRP,
as modified by staff’s language requiring Avista to include additional analysis of alternative
planning futures in future IRPs.

Effect of the IRP on Future Rate-making Actions

Order No. 89-507 sets forth the Commission’s role in reviewing and
acknowledging a utility’s least-cost plan as follows:

The establishment of least-cost planning in Oregon is not
intended to alter the basic roles of the Commission and the
utility in the regulatory process. The Commission does not
intend to usurp the role of utility decision-maker. Utility
management will retain full responsibility for making decisions
and for accepting the consequences of the decisions. Thus, the
utilities will retain their autonomy while having the benefit of
the information and opinion contributed by the public and the
Commission[.] Acknowledgment of a plan means only that the
plan seems reasonable to the Commission at the time the
acknowledgment is given. As is noted elsewhere in this order,
favorable rate-making treatment is not guaranteed by
acknowledgment of a plan.

1 From Order No. 07-002, Guideline 4g: “Identification of key assumptions about the future (e.g., fuel prices
and environmental compliance costs) and alternative scenarios considered.”






















