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Jeff Killip

Executive Director and Secretary

Washington Utilities and Transportation Commission
P. O. Box 47250

Olympia, WA 98504-7250

Re:  Petition for an Order Authorizing Deferred Accounting Treatment and Ratemaking
Treatment of Costs Associated with Company’s Investment in an Enterprise Resource
Platform,

Dockets UE-250576 and UG-250577

Dear Director Killip:

The Public Counsel Unit of the Washington Attorney General’s Office (Public Counsel) submits
these comments to the Washington Utilities and Transportation Commission (UTC or
Commission) in response to Avista Corporation d/b/a Avista Utilities’ (Avista or the Company)
Petition for an Order Authorizing Deferred Accounting and Ratemaking Treatment of Costs
Associated with the Company’s Investment in an Enterprise Resource Platform (Petition) in
Dockets UE-250576 and UG-250577.

On July 1, 2025, Avista filed its Petition seeking approval to defer undepreciated net book value of
existing applications and equipment, adopt a 15-year depreciable life for planned new Enterprise
Resource Plan (ERP) assets, defer capital costs to maintain existing systems, defer depreciation
and expenses for the new ERP investments, and adding cloud costs to capital despite accounting
guidelines that have prevented utilities “from capitalizing cloud costs without regulatory
intervention.” The Company further requests that the Commission authorize a carrying charge on
these deferred costs, “equal to the Company’s current authorized rate of return (ROR) set annually
based on the most recently approved ROR...until fully amortized.”! Public Counsel opposes
Avista’s request to defer costs and to recover any and all carrying charges associated with said
costs. Public Counsel also recommends that the Commission deny Avista’s proposal to capitalize
cloud computing costs, except for cloud implementation costs.

In policy Docket U-250264, Public Counsel recommended that “the Commission not authorize

! Avista’s Petition q 2 (filed July 1, 2025).
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carrying costs in accounting petitions as a general rule.”? Here, Avista admits that “none of the
ERP investment was included in [its 2024] general rate case,” even though it started the planning
process in late 2023 before that case was finalized* Since the majority of the project expenses are
projected to occur in 2027 and later, and the next general rate case will be effective January 1,
2027, this project can wait for the normal process. Avista controls its planning process, and this
petition does not explain why this project was not included in the last GRC or in the provisional
capital process.* Moreover, the system is not projected to go live—i.e. be used and useful—until
2028.

Commission precedent does permit utilities to seek accounting treatment for extraordinary and
unexpected expenses, but the planned replacement of IT assets is not such an expense. Avista will
be able to include this project in its next general rate case, meaning its exposure to regulatory lag is
already minimized—it will be collecting rates on a project that will not be used until 2028.
Avista’s desire to eliminate regulatory lag between now and the filing of its next General Rate
Case (GRC) an extraordinary circumstance sufficient to justify single-issue ratemaking.

Denying this accounting petition is fair and equitable to the company and ratepayers. Avista
received certainty through a two-year rate plan, even though that time scale complicates the
planning process. The benefit of the Multi-Year Rate Plan (MYRP) statute to consumers is relative
freedom from piecemeal rate making such as this. Granting an accounting petition for an
anticipated asset replacement upsets that balance of benefits. Even if the Commission were to
determine that based on the size of the project that some kind of accounting treatment is necessary,
this is the kind of accounting petition for which carrying costs should not be authorized. To do
otherwise is to incentivize continued single-issue ratemaking.

Lastly, Public Counsel would like to note that the Commission has yet to make a final
determination on the appropriateness of carrying costs in Docket U-250264. As this issue is still
outstanding, Public Counsel would suggest that should the Commission permit them, any
authorization of carrying costs be conditioned on compliance with the decision in U-250264.

With respect to Avista’s attempt to capitalize cloud computing costs, Public Counsel recommends
that the Commission limit capitalization to cloud implementation costs only. In 2019, the Federal
Energy Regulatory Commission (FERC) authorized utilities to capitalize only implementation

2 See Public Counsel Comments, In re Comm ’'n Pol’y Statement, Docket U-250264 (filed July 25, 2025).

3 Avista’s Petition 9 28.

4 Avista’s Petition 4 17, Table 2.

5 In re Puget Sound Energy Deferral Accounting of Wildfire Insurance Costs, Docket UE-231048, Order 01, 8
(Feb. 13, 2025).
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costs associated with cloud-based assets.® In 2024, the Commission permitted Puget Sound Energy
(PSE) to recover capitalized cloud implementation costs in its general rate case.’” In Avista’s
current Petition, it is unclear whether the Company seeks recovery of all or only a portion of cloud
costs. Therefore, to maintain consistency with both FERC and the Commission’s recent decisions,
Public Counsel requests that the Commission restrict Avista’s capitalization of cloud costs to
implementation costs only.

In sum, Public Counsel recommends that the Commission reject Avista’s request to defer costs
associated with its existing and future information technology assets, to deny its request to apply
carrying charges to project and Cloud costs, and to limit capitalization of cloud costs to
implementation costs. If you have any questions about this filing, please contact the undersigned or
Regulatory Analyst, Jean Marie Dreyer, at JeanMarie.Dreyer@ATG.WA.GOV.

Sincerely,

TAD ROBINSON O’NEILL, WSBA #37153
Assistant Attorney General, Section Chief

Public Counsel Unit
Tad.ONeilll@ATG.WA.GOV

® Fed. Energy Regul. Comm’n, Accounting for Implementation Costs Incurred in a Cloud Computing Arrangement
that is a Service Contract, Docket No. A120-1-000 (Dec. 20, 2019).

7 Direct Test. of Brian E. Fellon, Exh. BEF-4, Wash. Utils. & Transp. Comm’n v. Puget Sound Energy, Dockets UE-
240004 & UG-240005, et. al. (filed Feb. 15, 2024).
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