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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
| Revenues 1.000000
Expense:
p/ 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 Methodology 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 1,195,010 1,214,504
Per CBR
Annual Increase (slope below) 51,080
Rate (Annual) 4.21% annual 000 rate escalation
Rate (2-year, to 2016) [__8:47%] (Escalation Factor) Order 05 24599 2.03%

(from "remove dist" tab)

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

1,200,000 L it

1,150,000
1,100,000 b e L y = 50935x - 1E+08
R?=0.9925
1,050,000
1,000,000
950,000

900,000

2006 2007 2008 2009 2010

2011 2012 2013 2014

850,000
2015

AS PROPOSED BY STAFF PER CRM-2:
2009 2010 2011 2012 2013 2014
Net Plant after DFIT 987,243 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 -

1450,000  |—rmm e e e

o y = 47608 - 9E+07

R?=0.9908
1,100,000

1,050,000

1,000,000

Y1000 [ —— . . . . L ]
2008 2009 2010 2011 2012 2013 2014 2015

Page 10 of 18



Net Plant

Net Plant (rate)
Net Plant after DFIT (rate)
Ratio

Distribution Net Plant
Dist Net Plant after DFIT

Adjusted Net Plant after DFIT

1600000
1500000
1400000 |

1300000

1200000 |

10 1]310]0 [ RRRSPES. SN W

1000000 - @

2006 2007 2008

Distribution Net Plant

700,000
600,000
500,000
400,000
300,000
200,000

100,000

0
2006 2007

2007 2008 2009 2010 2011 2012 2013 2014

1009868 1064749 1150959 1220889 1288304 1339779 1416364 1472270

67009 (chart below)
51080 (from "Net Plant" tab)
0.762286 (to adjust distribution Net Plant with an estimate for distribution DFIT)

34739 (second chart below)
26481 (after estimated DFIT)

24599 (Total, after removal of distribution net plant after DFIT)

Net Plant
y = 67009 - 1E+08
R2=0.9974...-""®
..-'...'
e
X D

2009 2010 2011 2012 2013 2014 2015

2007 2008 2009 2010 2011 2012 2013 2014

.....

.....

486,981 522,324 560,439 590,073

Distribution Net Plant

y = 34739x - 7E+07

R2=0.0076""""
.....

2008 2009 2010 2011 2012 2013 2014 2015



Avista Proposed Based on Staff Methodology for 2007-2014:

Exhibit No. __(EMA-6)

- 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) 4.75%
Rate (2-year, to 2016) (Escalation Factor)
Depreciation/ Amortization (Electric)
70,000
B5,000 [ e ®
I i
60,000 "
55,000 I
i y = 3061.8x - 6E+06
17170 AN TSRV, SD N SR .. R?=0.9953
S R R .
| 5000 et . Gl
e
40,000
35,000
30,000 — 1 L = S e
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) A77%
Rate (2-year, to 2016) (Escalation Factor) 9.78%
Depreciation/ Amortization (Electric)
70,000 |
65,000 e
T 2 PPN SHNINRPRVOUNS SSRURSNONUE SRRSO U— i Py
..
........ y =3077.3x - 6E+06
st R*=0.9891
ES000 s ey ®:
o
BO,000 |- o et
o
45,000 — e e i e
2008 2009 2010 2011 2012 2013 2014 2015

Page 12 of 18



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 25,215 26,617 29,412 32,614 33,701 36,201 38,403
Annual 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 = el
36,000  frmmr e s e e P
34,000 \ ‘
| \ e, .. , y =2110.1x - 4E+06
32,000 | [ I B B R?=0.9844
30,000 S I R R— e
28,000 |
T ©
26,000 b L
000 | L8
24,000 | §
22,000 |
20,000 — —— E -
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
L@
37/000 e e
e
35,000 Lttt
& y = 2296.6x - 5E+06
----- ’ R?=0.9871
33,000 o .
000 | e
29,000 e o
27,000 .
25,000 ‘— — — — —
2008 2009 2010 2011 2012 2013 2014 2015
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Exhibit No. __(EMA-6)
Avista Proposed-partly based on Staff Methodology (Linear regression and averaging):
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) (14,095)
82,501 88,193 92,620 99,555 106,599 115,553 109,801 116,796
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% rate escalation
Average -5.1 6%| 10.31%| Order 05 3.21%
Regression 2007-2014, Exl. Benefits Regression 2013-2014, Exl. Benefits
140,000 ; 118,000
120,000 117,000
4 4%
100,000 T d46,000 v = 6095x - 16407
115,000 RE=1
80,000 Ve 114,000
60,000 y=5047x - 1E+07 113,000
R*=p.9327 112,000
40,000
111,000
20,000 110,000 T
. ; 109,000 1
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 241 %| 4.82%|
Adjusted Operating Expenses (Electric) 131,500
140,000 . 121,000 y & 2381x { 5E+06 /
130,000 |- o e oo 130,500 RE=f
120000 ¥ = 2381X - BEX0G...cueeeit @ !
’ L R =1
110,000 & L ] 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) 128,500
@  Adj. Op Exp (2013-2014) 128,000
......... e Ul O B U0} 2012.8 2013 2013.2 2013.4 2013.6 2013.8 2014 2014.2
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P/T Allocation Percentages

447 Sales for Resale

453 Sales of Water and Water Power

454 Misc Rents

456 Transmission Wheeling Revenue

456 Transmission Wheeling Revenue

456 Transmission Wheeling Revenue

456 Other Electric Revenue

456 Other Electric Revenue-Direct WA
Total Revenue

501 Thermal Fuel Expense
546 Other Power Gen Supvsn & Eng
547 Other Fuel Expense
536 Water for Power
555 Purchased Power
549 Misc Other Gen Expense
550 Rents
556 System Control & Dispatch
557 Other Expenses
XXX Other Expenses-Direct WA
565 Trans. of Elec. by Others
546-562 CS2 O&M
500-514 Colstrip O&M

Total Expense

Net Income Before Income Taxes
Federal Income Tax

Net Income

546-562 CS2 O&M
500-514 Colstrip O&M

Staff_DR_059
Staff_DR_130-Attachment A

Avista Corporation

WA Power Supply Pro Forma Net Cost
Rate Case Power Supply Adjustment Pro Forma - 09.2014 Historical Loads

2016 PF REVISED

Power Total
Supply Washington
System Amounts
64.71%
$83,074 $53,757
466 302
0 0
System 15,650 10,127
Direct WA 100 100
DirectID . 51 0
0 0
0 0
99,341 64,286
29,696 19,216
0 0
92,175 59,646
1,001 648
116,846 75,611
0 0
0 0
0 0
690 446
0 -1,528
16,809 10,877
0 0
0 0
257,217 164,917
-157,876 -100,631
35% -35,221
-$65,410
9,335 6,041
15,005 9,710

Staff DR 59

No Change
to PF
Transmission

Agreed to Reduction $1528 per Settlement agreement

Remove from base Power Supply per settlement agreement.
Remove from base Power Supply per settlement agreement.

Remove from base Power Supply per settlement agreement.
Remove from base Power Supply per settlement agreement.



Avista Corporation
WA Power Supply Pro Forma Net Cost
Rate Case Power Supply Adjustment Pro Forma - 2016 Forecast Loads

Updated PF Included same change as DR 59 to Original Filing

Power Total

Supply Washington

System Amounts
P/T Allocation Percentages 64.71%
447 Sales for Resale $79,064 $51,162
453 Sales of Water and Water Power 466 302
454 Misc Rents 0 0
456 Transmission Wheeling Revenue System 15,650 10,127
456 Transmission Wheeling Revenue Direct WA 100 100
456 Transmission Wheeling Revenue Direct ID 51 0
456 Other Electric Revenue 0 0
456 Other Electric Revenue-Direct WA 0 0

Total Revenue 95,331 61,691
501 Thermal Fuel Expense 29,696 19,217
546 Other Power Gen Supvsn & Eng 0 0
547 Other Fuel Expense 92,175 59,646
536 Water for Power 1,001 648
555 Purchased Power 119,794 77,518
549 Misc Other Gen Expense 0 0
550 Rents 0 0
556 System Control & Dispatch 0 0
557 Other Expenses 690 446
xxx Other Expenses-Direct WA 0 -1,628 Agreed to Reduction $1528 per Settlement agreement
565 Trans. of Elec. by Others 16,809 10,877
546-562 CS2 O&M 0 0 Remove from base Power Supply per settlement agreement.
500-514 Colstrip O&M 0 0 Remove from base Power Supply per settlement agreement.
Total Expense 260,165 166,825

Net Income Before Income Taxes -164,834 -105,134
Federal Income Tax 35% -36,797
Net Income & -$68,337
546-562 CS2 O&M 9,335 6,041 Remove from base Power Supply per settlement agreement.
500-514 Colstrip O&M 15,005 9,710 Remove from base Power Supply per settlement agreement.

150204-205-Staff_Response-BR_20_Attachment_C / PF Power Supply 2016 load
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