Service Date: July 31, 2026

BEFORE THE WASHINGTON
UTILITIES AND TRANSPORTATION COMMISSION

WASHINGTON UTILITIES AND DOCKET UE-260448
TRANSPORTATION COMMISSION,
ORDER 01
Complainant,
COMPLAINT AND ORDER ALLOWING
v. RATES SUBJECT TO REFUND AND
LATER REVIEW: NOTICE OF INTENT
AVISTA UTILITIES, ORDER 05 IN DOCKETS UE-140188
AND UG-140189
Respondent.

BACKGROUND

On May 29, 2026, Avista Corporation d/b/a Avista Utilities (Avista or Company) filed
with the Washington Ultilities and Transportation Commission (Commission) revised
tariff pages to update its surcharge related to Renewable Energy Credits (RECs).

In Dockets UE-140188 and UG-140189, the Commission required Avista to file an
annual adjustment to its REC revenue on or before April 1 starting in 2016 and each year
thereafter, with an effective date of July 1 for the respective filing year. The settlement
stipulation approved by the Commission in Dockets UE-140188 and UG-140189 states in
part that the “Parties agree to the removal of certain 2015 REC expenses of $725,000 in
the determination of the REC revenue rebate, and the use of an after-tax capital interest
rate (6.34 [percent]) on the rebate balance as proposed by Public Counsel and Staff].]”!
In Dockets UE-220053, UG-220054, and UE-210854, the Commission adjusted the
effective date of such filings from July 1 to August 1 to coincide with other rate changes.

YWUTC v. Avista Corporation d/b/a Avista Utilities, Dockets UE-140188 and UG-140189
(Consolidated), Order 05, Appendix A at 3 § 5 fn. 3 (Nowv. 25, 2014).
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On December 10, 2025, the Commission issued a policy statement addressing carrying
costs associated with accounting deferrals. The policy statement provides that the
appropriate carrying cost for expense items is the actual, after-tax cost of debt.?

Commission staff (Staff) has reviewed the Company’s filing and states that in each of the
Company’s six previous annual filings, the Company’s revenue requirement has had both
nominal increases and decreases. However, the present filing proposes a relatively high
revenue requirement increase of approximately $6.6 million, or 0.8 percent, due to
Avista’s increasing compliance obligations, which requires the Company to use
additional RECs rather than sell them at auction. The increase consists of an expected
REC deferral balance of $5.1 million on July 31, 2026, or approximately $5.5 million
when including interest and the revenue conversion factor, and the removal of a $1.1
million customer rebate currently included in the Company’s tariff. Avista’s filing
includes interest calculated based on the Company’s cost of capital, 6.0859 percent.

Staff notes that although the Commission has issued policy guidance stating that the
appropriate carrying cost for expense items is the actual, after-tax cost of debt, the
Commission has also approved a settlement that directs Avista to use its after-tax cost of
capital to calculate REC carrying costs in Order 05 of Dockets UE-140188 and UG-
140189.3 Staff further explains that Avista has declined to voluntarily update its carrying
costs from after-tax cost of capital to actual, after-tax cost of debt, relying on the
settlement approved by the Commission in Order 05 of Dockets UE-140188 and UG-
140189.

Staff indicates that applying Avista’s after-tax cost of debt, rather than its after-tax cost of
capital, results in an overall decrease of $47,533.* Staff argues that amending Order 05 in
Dockets UE-140188 and UG-140189 to update the carrying cost calculation associated
with Avista’s RECs to align with the policy guidance from Docket U-250264 is
consistent with the public interest. As such, Staff recommends that the Commission issue

2 In re Proceeding to Develop a Policy Statement Addressing Carrying Costs Associated with
Accounting Deferrals, Docket U-250264, Policy Statement Addressing Carrying Costs Associated
with Accounting Deferrals at 6 9 23 (Nov. 3, 2025).

3 WUTC v. Avista Corporation d/b/a Avista Utilities, Dockets UE-140188 and UG-140189
(Consolidated), Order 05, Appendix A at 3 § 5 fn. 3 (Nov. 25, 2014).

4 Under Avista’s proposal, a typical residential customer using 925 kWh’s of electricity will see a
monthly bill increase of $1.03, or 0.8 percent. Under Staff’s proposal, a typical residential
customer using 925 kWh’s of electricity will see a monthly bill increase of $1.02, or 0.8 percent.



DOCKET UE-260448 PAGE 3
ORDER 01

a notice, consistent with WAC 480-07-875, stating that the Commission proposes to
amend its Order 05 in Dockets UE-140188 and UG-140189 to update the carrying costs
on RECs from after-tax cost of capital to after-tax cost of debt, consistent with the policy
statement in Docket U-250264. Staff further recommends that the Commission suspend
Avista’s filing in this docket while it considers whether to amend Order 05 in Dockets
UE-140188 and UG-140189.

This matter came before the Commission as part of its regularly scheduled open meeting
on July 30, 2026. At the open meeting, Staff reiterated its recommendation contained in
its open meeting memo. In response to questions from the Commission, Staff stated that
it did not oppose allowing Avista’s proposed rates to go into effect, subject to refund,
while the Commission considers whether to amend Order 05 in Dockets UE-140188 and
UG-140189 with respect to REC carrying costs. Avista also presented comments at the
open meeting and clarified that it does not oppose allowing its proposed rates to become
effective subject to refund while the Commission considers whether to amend Order 05.
The Public Counsel Unit of the Attorney General’s Office similarly indicated that it did
not oppose allowing Avista’s filing to go into effect, subject to refund, while the
Commission considers whether to amend Order 05.

DISCUSSION AND DECISION
WAC 480-07-875 provides:

(1) Amendment or recission. The commission may propose, or may act in
response to a petition, to alter, amend, or rescind any order that the
commission has entered. Any such petition must comply with the
requirements in WAC 480-07-870 for a petition for rehearing. The
commission may take the action it has proposed or grant the petition only
after providing:

(a) Notice of the petition or proposed commission action to the affected
public service company or companies and to all parties in the underlying
proceeding; and

(b) An opportunity for parties to respond in writing or at a hearing
consistent with due process.

As noted above, the settlement stipulation approved by the Commission in Dockets UE-
140188 and UG-140189 states in part that the “Parties agree to the removal of certain
2015 REC expenses of $725,000 in the determination of the REC revenue rebate, and the
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use of an after-tax capital interest rate (6.34 [percent]) on the rebate balance as proposed
by Public Counsel and Staff].]”>

Based on the Commission’s policy guidance in Docket U-250264 that carrying costs on
utility deferrals be calculated at the company’s cost of debt, Staff requests the
Commission, on its own motion, amend Order 05 in Dockets UE-140188 and UG-140189
to modify the carrying costs associated with Avista’s REC deferrals consistent with the
policy guidance.

The Commission agrees with Staff that it would be reasonable to consider updating the
calculation of Avista’s REC carrying costs to align with the Commission’s policy
guidance. Although the Commission does not prejudge the issue of whether to amend the
terms of Order 05 and the settlement in Dockets UE-140188 and UG-140189, the
Commission intends to issue a subsequent notice detailing a proposed amendment to the
parties to Dockets UE-140188 and UG-140189 and establishing further process.

However, given that the Company seeks to recover the costs of RECs and associated
costs of deferral, following the Commission’s prior direction in Order 05, it is appropriate
to allow the Company to recover these costs, subject to refund, while the Commission
considers the issue of applicable carrying costs. While the Commission could suspend
Avista’s filing, we find that permitting Avista to timely recover the costs of RECs used to
comply with state law, subject to refund, is in the public interest, given the relatively
narrow scope of the dispute raised by Staff and the Commission’s prior direction on this
matter.

FINDINGS AND CONCLUSIONS

(1) The Commission is an agency of the State of Washington vested by statute with
the authority to regulate rates, regulations, practices, accounts, securities, transfers
of property, and affiliated interests of public service companies, including electric
and natural gas companies.

(2) Avista is an electric and natural gas company and a public service company
subject to Commission jurisdiction

S WUTC v. Avista Corporation d/b/a Avista Utilities, Dockets UE-140188 and UG-140189
(Consolidated), Order 05, Appendix A at 3 § 5 fn. 3 (Nowv. 25, 2014).
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(1)

This matter came before the Commission at its regularly scheduled open public
meeting on July 30, 2026.

The tariff revisions Avista filed on May 29, 2026, specifically the proposed
carrying costs for REC deferrals, would increase charges and rates for service
provided by Avista and might injuriously affect the rights and interest of the
public.

While Avista has not yet demonstrated that the proposed carrying costs for REC
deferrals in its proposed tariff revisions would result in rates that are fair, just,
reasonable, and sufficient, the REC costs the Company proposes to recover are
deemed prudent, and would result in rates that are fair, just, reasonable and
sufficient.

In order to carry out the duties imposed upon the Commission by law, and as
authorized in RCW 80.04.130, the Commission finds it is necessary to investigate
Avista’s books, accounts, practices, and activities; to make a valuation or
appraisal of Avista’s property; and to investigate and appraise various phases of
Avista’s operations.

As required by RCW 80.04.130(4), Avista bears the burden to prove that the
proposed carrying cost increases are fair, just, reasonable, and sufficient.

Avista may be required to pay the expenses reasonably attributable and allocable
to such an investigation, consistent with chapter 80.20 RCW.

The Commission should consider whether it is appropriate to amend the method
of calculating carrying costs associated with Avista’s RECs established in Order
05 in Dockets UE-140188 and UG-140189 to align with the Commission’s policy
guidance in Docket U-250264.

The Commission should issue a notice in Dockets UE-140188 and UG-140189
pursuant to WAC 480-07-875, that the Commission proposes to amend Order 05
to update the carrying costs on RECs to cost of debt from cost of capital,
consistent with the Commission’s recent policy statement in Docket U-250264.

The Commission should allow Avista’s proposed tariff revisions filed on May 29,
2026, to go into effect subject to refund while the Commission considers whether
to amend Order 05 and the settlement in Dockets UE-140188 and UG-140189.
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(1) Avista Corporation d/b/a Avista Utilities’ tariff revisions filed May 29, 2026, are
allowed to go into effect, subject to refund and later review.

(2) Avista Corporation d/b/a Avista Utilities shall not change or alter the tariffs filed
in this docket during the review period, unless authorized by the Commission.

3) The Commission shall institute an investigation of Avista Corporation d/b/a
Avista Utilities’ books, accounts, practices, activities, property, and operations as
described above.

(4) Avista Corporation d/b/a Avista Utilities shall pay the expenses reasonably
attributable and allocable to the Commission’s investigation, consistent with
chapter 80.20 RCW.

(%) The Commission shall provide notice in Dockets UE-140188 and UG-140189

pursuant to WAC 480-07-875, that the Commission proposes to amend Order 05
to update the carrying costs on Renewable Energy Credits to cost of debt from
cost of capital, consistent with the Commission’s recent policy statement in
Docket U-250264.

DATED at Lacey, Washington, and effective July 31, 2026.

WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION

BRIAN J. RYBARIK, Chair

ANN E. RENDAHL, Commissioner

MILTON H. DOUMIT, Commissioner
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