Spokane. Washington 99220-0500
Telephone 509-489-0500
Toll Free 800-727-9170

Avista Corp.
1411 East Mission P.O. Box 3727 A]Ev,sm.
Corp.

October 29, 2015

Mr. Steven King

Executive Director & Sectetary

Washington Utilities and Transportation Commission
1300 S. Evergreen Park Drive SW

P. O. Box 47250

Olympia, Washington 98504-7250

Re:  Docket Nos. UE-150204 and UG-150205
Power Supply Update

Dear Mr. King:

On May 1, 2015, Avista Corporation (“Avista” or “Company”) filed with the Commission the
Multiparty Settlement Stipulation in the above referenced dockets. In addition to the power
supply adjustments agreed to in the Multiparty Settlement Stipulation, which were incorporated
in the Company’s rebuttal filing, paragraph 5 of the Multiparty Settlement Stipulation also had
the following requirement:

The Parties agree that Avista shall file with the Commission an updated
Power Supply adjustment two months before new electric retail rates from
this electric Docket go into effect.!

Therefore, in compliance with the above referenced settlement condition, Avista hereby submits
an original and seven (7) copies of this letter, as well as Attachments 1 through 3. Attachment 1
is revised Exhibit No.  (WGIJ-5) reflecting the revised proposed ERM power supply expense
and revenue, transmission expense and revenue, retail sales and retail revenue credit.
Attachment 2 is revised Exhibit No.  (PDE-9), page 1, reflecting the proposed change by
service schedule of not only the Company’s electric revenue requirement as proposed within its
rebuttal filing on September 4, 2015, but also this November power supply update.

Attachment 3 shows the November power supply update versus that agreed to in the Multiparty
Settlement Stipulation and the calculation of the revenue requirement change. Also enclosed,
and provided to all parties, are the electronic workpapers supporting this filing.

! The end of the statutory suspension period in these dockets is January 11, 2016. The Company has requested a
January 1, 2016 effective date in order to match the January 1 scheduled expiration date of the ERM rebate, thereby
minimizing the number of bill changes for its customers. Accordingly, the Company has made this filing on or
before November 1, 2015.
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As noted at page 8, lines 17-22 of the Joint Testimony in Support of the Multiparty Settlement
Stipulation (Exhibit No. _T(JT-1T), the purpose of this power supply update, as in past
proceedings, would be to: 1) update the three-month average of natural gas and electricity market
prices; 2) include new short-term contracts for gas and electric; and 3) update or correct power
and transmission service contracts for the 2016 rate year.

While the estimated power supply reduction in revenue requirement was estimated to be $10.0
million in Avista’s rebuttal filing”, the actual updated power supply reduction is approximately
$12.3 million as shown on Attachment 2.

The decrease of $12.3 million results from incorporating the latest three month average of
forward gas prices through October 15, 2015, adding new forward natural gas and power
transactions, and accounting for known changes in power and transmission contracts for the 2016
rate year. Incorporating the recent lower natural gas prices in the AURORA model results in
lower electricity prices, and changes to the dispatch of the Company’s thermal generation plants.
Other effects of adding new contracts and lowering gas prices include a change in the mark to
market value of actual forward transactions, change in the expense and revenue of index priced
contracts, a change in the Lancaster variable O&M payment due to higher generation, and a
change in the gas transport optimization revenue. Known power and transmission contract
changes incorporated in the update include updates to Mid C power purchase expense, a change
in the rate for the WNP-3 power purchase, updates to BPA transmission rates, and an update to
the Headwater Benefits expense and revenue. Details of all changes incorporated in this
November update are provided in the workpapers accompanying this filing.

To determine the adjustment to Washington revenues on January 1, 2016 related to this power
supply update, the net power supply costs resulting from this power supply update were
compared with the net power supply costs agreed to in the Multiparty Settlement Stipulation as
shown on Attachment 3. This updated level of net power supply costs would be used to
determine the new base set of power supply revenues and expenses for ERM calculations
beginning January 1, 2016, as shown on Attachment 1.

As shown on Attachment 2, on an overall basis, after incorporating the effects of the Company’s
rebuttal revenue requirement increase of $3.6 million, the power supply update reduction of
$12.3 million, the expiring ERM rebate of $8.2 million, and the proposed LIRAP increase of
$0.3 million, the overall change in revenue is a reduction of $72,000, or 0.0%. Therefore, the
proposed percentage change for electric by Schedule is as follows:

2 The estimated power supply update was $10 million as noted by Company witness Mr. Norwood, at Exhibit No.
(KON-1T), page 34, Table No. 5, line 15.
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Table 1 - Proposed % Electric Increase by Schedule

Expiration of Total

Increase in Decrease in the Existing LIRAP Increase in

Rate Schedule Base Rates Power Supply ERM credit  Increase  Billing Rates
Residential Schedule 1 0.7% -2.5% 1.7% 0.1% 0.0%
General Service Schedules 11/12 0.7% -2.5% 1.6% 0.1% 0.0%
Large General Service Schedules 21/22 0.7% -2.5% 1.6% 0.1% 0.0%
Extra Large General Service Schedule 25 0.7% -2.5% 1.7% 0.0% 0.0%
Pumping Service Schedules 31/32 0.7% -2.5% 1.7% 0.1% 0.0%
Street & Area Lights Schedules 41-48 0.7% -2.5% 1.6% 0.1% 0.0%
Overall 0.7% -2.5% 1L7% 0.1% 0.0%

A service list is attached, with the parties on the service list receiving a complete copy of this
filing by overnight mail.

Please direct any questions related to this filing to me at (509) 495-8601.

Sincerely,

cheg el

Liz Andrews
Manager of Revenue Requirements
Enclosures
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CERTIFICATE OF SERVICE

I HEREBY CERTIFY that I have served Avista Corporation’s Power Supply Update in
Avista’s Electric and Gas General Rate Case Filing (UE-150204 and UG-150205), by mailing a
copy thereof, postage prepaid to the following:

Steven King
Executive Director & Secretary

1300 S. Evergreen Park Dr. SW
Olympia, WA 98504-7250

Washington Utilities and Trans. Comm.

Simon ffitch

Lisa Gafken

Office Of The Attorney General
Public Counsel Section

800 Fifth Avenue, Suite 2000

1300 S. Evergreen Park Dr. SW
Olympia, WA 98504-7250
mvasconi@utc.wa.gov

sking@utc.wa.gov Seattle, WA 98104-3188
Simonf@atg.wa.gov
Lisa.Gatken@atg.wa.gov

Mark Vasconi Ronald L. Roseman

Washington Ultilities and Trans. Comm. Attorney At Law

2011 14™ Avenue East
Seattle, WA 98112
ronaldroseman(@comcast.net

Chad Stokes

Tommy Brooks

Cable Huston Benedict
Haagensen & Lloyd LLP

1001 SW Fifth Avenue, Ste 2000
Portland, OR 97204-1136
cstokes@cablehuston.com
tbrooks@cablehuston.com

Brett Shearer

Patrick Oshie

Washington Utilities & Transportation
Commission

P.O. Box 40128

Olympia, WA 98504-0128
bshearer@utc.wa.gov
poshie@utc.wa.gov

Shawn Collins

The Energy Project

1111 Cornwall Ave
Bellingham, WA 98225
Shawn_Collins@oppco.org

Melinda Davison

Jesse Cowell

Davison Van Cleve, P.C.
333 S.W. Taylor, Suite 400
Portland, OR 97204
mjd@dvclaw.com
jec@dvclaw.com

Edward A. Finklea

Executive Director

Northwest Industrial Gas Users
545 Grandview Drive
Ashland, OR 97520
efinklea@nwigu.org

Tom Schooley

Washington Utilities and Trans. Comm.,
1300 S. Evergreen Park Dr. SW
Olympia, WA 98504-7250
tschooley@utc.wa.gov

I declare under penalty of perjury that the foregoing is true and correct.

@pokane, Washington this 29™ day of October.

Iy

Patrick Ehrbar
Manager, Rates & Tariffs




