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Multiparty Settlement - Cost of Capital
Washington - Electric System
Twelve Months Ended December 31, 2014

Exhibit No. __(EMA-6)

Proposed Cap Structure
Capital Weighted
Component Structure Cost Cost
Total Debt 51.50% 5.20% 2.68%
Common 48.50% 9.50% 4.61%
Total ~100.00% 7.29%
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Exhibit No. __(EMA-6)

Revenue Conversion Factor
Washington - Electric System
Twelve Months Ended December 31, 2014

Line
No. Description Factor
1 Revenues 1.000000
Expense:
2 Uncollectibles 0.005353
3 Commission Fees 0.002000
4 Washington Excise Tax 0.038527
5 Total Expense 0.045880
6 Net Operating Income Before FIT 0.954120
7 Federal Income Tax @ 35% 0.333942
8 REVENUE CONVERSION FACTOR 0.620180
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Exhibit No. __(EMA-6)

Avista Proposed Based on Staff Methodoloqgy for 2007-2014:

2007 2008 2009 2010 2011 2012 2013 2014
Net Plant after DFIT 870,835 917,247 987,243 1,036,064 1,087,141 1,131,570 1,195010 1,214,504
Per CBR
Annual Increase (slope below) 51,080
Rate (Annual) 4.21%

Rate (2-year, to 2016) (Escalation Factor)

Net Plant after DFIT (Electric)
1,300,000
1,250,000

1,200,000 i :

1,150,000
1,100,000 . y =50935x - 1£+08

R? =0.9925
1,050,000 L

1,000,000
90,000

900,000

850,000 -
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

AS PROPOSED BY STAFF PER CRM-2:
2009 2010 2011 2012 2013 2014
Net Plant after DFIT 087,243 1,036,064 1,087,141 1,131,570 1,195,010 1,216,245 McGuire Number

Annual Increase (slope below) 47,608
Rate (Annual) 3.91%

Rate (2-year, to 2016) (Escalation Factor) 7.98%

Net Plant after DFIT (Electric)

1,250,000
1,200,000 o

1,150,000
e y = 47608x - 9E+07

R? =0.9908
1,100,000

1,050,000
1,000,000

950,000
2008 2009 2010 2011 2012 2013 2014 2015
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Exhibit No. __(EMA-6)

Avista Proposed Based on Staff Methodology for 2007-2014:

2007 2008 2009 2010 2011 2012 2013 2014
Depreciation/ Amortization 42,949 45,874 48,466 52,270 55,304 58,946 60,308 64,456
Annual Increase (slope below) 3,062

Rate (Annual)

Rate (2-year, to 2016)

4.75%

(Escalation Factor)

Depreciation/ Amortization (Electric)

70,000
esp0 ]
@
60,000 L
55,000 L S
PUREE y =3061.8x - 6E+06
50000 e R?=0.9953
T e v
45,000 e e
P

40,000

35,000

30,000

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

AS PROPOSED BY STAFF: 2009 2010 2011 2012 2013 2014
Depreciation/ Amortization 48,466 52,270 55,304 58,946 60,308 64,456
Annual Increase (slope below) 3,077
Rate (Annual) 4.77%
Rate (2-year, to 2016) 9.55%|(Escalation Factor) 9.78%

70,000

65,000

60,000

55,000

50,000

45,000

2008

2009

Depreciation/ Amortization (Electric)

@
............ .
..
....... y =3077.3x - 6E+06
...... 2
. R?=0.9891
- o
2010 2011 2012 2013 2014 2015
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Avista Proposed Based on Staff Methodology for 2007-2014:

Exhibit No. __(EMA-6)

2007 2008 2009 2010 2011 2012 2013 2014
Adjusted Taxes 24,422 25215 26,617 29,412 32,614 33,701 36,201 38,403
Annuali Increase (slope below) 2,110
Rate (Annual) 5.49%
Rate (2-year, to 2016) 10.99%](Escalation Factor)
Adjusted Taxes (Electric)
40,000
38,000 .
36,000 T
34,000
o .- y=2110.1x - 4E+06
32000 e R? = 0.9844
30,000 ' e
8000 e
.... ®
26,0
6,000 _
24,000 €
22,000
20,000
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
AS PROPOSED BY STAFF: 2009 2010 2011 2012 2013 2014
Adjusted Taxes 26,617 29,412 32,614 33,701 36,201 38,403
Annual Increase (slope below) 2,297
Rate (Annual) 5.98%
Rate (2-year, to 2016) 11.96%|(Escalation Factor) 12.32%
Adjusted Taxes (Electric)
41,000
39,000
@
37,000 et
R
35,000 e
. e y = 2296.6x - SE+06
------ R?=0.9871
33,000 o .
s000 e
29000 e .....
27,000 ;"
25,000
2008 2009 2010 2011 2012 2013 2014 2015
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Exhibit No. __(EMA-6)

2007 2008 - 2009 2010 2011 2012 2013 2014
Total Adjusted Operating Expenses 92,212 99,146 108,289 113,650 123,419 134,594 128,510 130,891
Remove volatility of total Benefits (9,711) (10,953) (15,669) (14,095) (16,820) (19,041) (18,709) (14,085)
82,501 88,193 92,620 99,655 106,599 115,553 109,801 116,796
Slope  Rate (1 yr) Escalation
2007-2014 (exl. Benefits) 5,047 4.32% 8.6%
2013-2014 (exl. Benefits) 6,995 5.99% 12.0%
Average 5.16%| 10.31%'
Regression 2007-2014, Exl. Benefits Regression 2013-2014, Ex|. Benefits
140,000 118,000
120,000 ‘%l 117,000 )
100,000 = 116,000 505 - 16+07 P
115,000 RE=1
80,000 |— & 114,000
60,000 y = 5047x - 1E+07 113,000 -
R? =D.9327 S— A
40,000 ’ v
111,000 /'
20,000 110,000 ¥
. 109,000 .
2006 2008 2010 2012 2014 2016 2012.8 2013 2013.2 2013.4 2013.6 2013.8 2014 2014.2
AS PROPOSED BY STAFF:
2009 2010 2011 2012 2013 2014
Adj. Op Exp (2007-2014, excl. 2011-2012) 108,289 113,650 128,510 130,891
Adj. Op Exp (2011-2012) 123,419 134,594
Adj. Op Exp (2013-2014) 128,510 130,891
Slope Rate (1yr) Escalation
Rate (2013-2014, linear, slope below) 2,381.0 1.82% 3.64%
Company-proposed (2007-2014, linear) 3,926.7 3.00% 6.00%
Average 2.41 %| 4.82%'
Adjusted Operating Expenses (Electric) 131,500
140,000 . R ALY y  2381x | 5E+06 /
130000 : e 0@ 130,500 R*=1
120,000 ¥ =2381x-SEXQ6 ..ecoet o ! r
, e
110,000 & N 130,000 /
100,000 - - 129,500
2008 2009 2010 2011 2012 2013 2014 2015
129,000
@  Adj. Op Exp (2007-2014, excl. 2011-2012)
@  Adj. Op Exp (2011-2012) 281500
@  Adj. Op Exp (2013-2014) 128,000
......... Linear (Ad]. Op Exp (2013-2014)) 2012.8 2013 2013.2 2013.4 2013.6 2013.8 2014 2014.2
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