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ORDER GRANTING REQUEST TO MODIFY POWER COST DEFERRAL MECHANISM 


MEMORANDUM
1 On December 21, 2000, Avista Corporation (“Avista” or “Company”) filed a request for modification of the deferral mechanism to defer certain power supply costs. The Commission’s Order dated August 9, 2000, in Docket No. UE-000972 granted authorization of the original deferral mechanism.  As explained in the Petition, the Company is requesting an amendment to how power cost deferrals are calculated. The Company asserts that the cost of short-term market prices has resulted in the situation where the Company is forced to purchase power at prices that are higher than the price received when the power is sold to meet increased system load requirements.  Power supply expenses associated with meeting increased system load requirements are not included in the power cost deferral mechanism currently approved by the Commission.  The Company asserts that because of the extremely high short-term market prices, the cost of power to meet increased system load requirements is substantial and needs to be reflected in the power cost deferral mechanism.  The Company proposes that the deferral mechanism be amended effective December 1, 2000.  The first deferral under the amended mechanism would be made in January 2001, to record the estimate for the month of December 2000.

2 After review of the Company’s petition, Commission Staff identified concerns with Avista’s proposal, including the compounding effect on the deferred power cost level that could expose the Company to a greater potential of write-offs if full recovery of total amounts deferred is not granted.  Staff also stated that the modified deferral mechanism would defer costs not related to power supply and that the mechanism resembles those that were either rejected, found inappropriate, or terminated in the past because of failure to satisfy certain criteria enunciated by this Commission. These criteria include equitable balancing of risk between ratepayers and shareholders.  Staff stated that it cannot conclude that the proposal is in the public interest and recommended setting the matter for hearing.  As alternative recommendation, Staff recommended granting Avista’s request, conditioned on Avista’s filing by mid-March 2001, a proposal to address certain specific issues which are detailed below.  The unusual current power environment in the West and the resulting extremely high short-term market prices presenting financial pressure to Avista, necessitate a timely examination of the effects on Avista. 

FINDINGS

THE COMMISSION FINDS:

3 1.
Avista Corporation is engaged in the business of furnishing electric and gas                service within the state of Washington as a public service company, and is subject to the jurisdiction of this Commission.

4 2.
On December 21, 2000, Avista filed with the Commission a request for modification of the deferral mechanism to defer certain power supply costs.

5 3.
Staff’s alternative recommendation is reasonable.  It would grant the modification to the deferral mechanism, conditioned on the Company’s filing by mid-March 2001, a proposal that will address:

a. the prudency of the incurred power costs,

b. the optimization of Company-owned resources to the benefit of retail customers,

c. the appropriateness of recovery of power costs through a deferral mechanism,

d. a proposal for cost of capital offsets to recognize the shift in risk from shareholders to ratepayers, and

e. Company plan to mitigate the deferred power costs.

ORDER

THE COMMISSION ORDERS:

6 1.
Authorization is hereby given to Avista to amend the power cost deferral mechanism as explained in the Company’s Petition.

7 2.
This authorization is conditioned on Avista’s filing by March 20, 2001, a proposal that will address: 

a. the prudency of the incurred power costs,

b. the optimization of Company-owned resources to the benefit of retail customers,

c. the appropriateness of recovery of power costs through a deferral mechanism,

d. a proposal for cost of capital offsets to recognize the shift in risk from shareholders to ratepayers, and 

e. Company plan to mitigate the deferred power costs.

8 3.
The Company shall continue to prepare and submit reports to the Commission on a monthly basis related to the deferrals.  The reports will include all calculations and accounting entries.

9 4.
This order shall in no way affect the authority of this Commission over rates, services, accounts, evaluations, estimates, or determination of cost or any matters whatsoever that may come before it, nor shall anything herein be construed as an acquiescence in any estimate or determination of costs claimed or asserted. 

10 5.
The Commission retains jurisdiction over the subject matter and Avista Corporation to effectuate the provisions of this order.

DATED at Olympia, Washington, and effective this 24th day of  January, 2001.
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