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$150,000. 1 

Pro Forma 2020 Short-Lived Additions, column (3.15) electric and natural gas, 2 

reflect increases in capital additions related to various short-lived capital projects as 3 

supported by Mr. Kensok.  Ms. Schultz sponsors the pro forma adjustment for these projects 4 

reflecting the increases in 2020 capital additions, together with associated A/D, ADFIT, and 5 

depreciation expense.  Ms. Schultz also reflects 2020 retirements on plant-in-service at 6 

December 31, 2019, on similar assets, as an offset to expense, reducing the overall impact of 7 

this adjustment.  The effect of this adjustment increases electric rate base by  $10,886,000 8 

and decreases NOI by $1,496,000.  For natural gas, this adjustment increases  rate base by 9 

$3,408,000 and decreases NOI by $489,000. 10 

Q. Please continue with your discussion of the Pro Forma adjustments11 

included on page 10 of Exh. EMA-2 and Exh. EMA-3. 12 

A. The next adjustment is electric and natural gas Pro Forma AMI Capital13 

Additions and Regulatory Amortization, column (3.16), which reflects the Company’s 14 

adjustment to recover its investment in Automated Meter Infrastructure (AMI) that has been 15 

described by Ms. Rosentrater and Company witness Mr. DiLuciano.  The electric adjustment 16 

increases regulatory amortization expense by $10.1 million, increases depreciation e xpense 17 

by $2.3 million, reduces O&M expenses by $2.8 million for offsets50, increases AMI net 18 

50 Offsets included in this GRC reflect hard savings of $6.5 million expected during the rate period levels 
(October 1, 2021 – September 30, 2022) on a system basis. The Washington-share o f  these savings, net  o f 

2019 test period savings already included ($2.4 system), reflect an incremental savings of $4.1 million, or $2.8  
million Washington electric and $0.9 million natural gas.  These savings main ly ref lect reduct ions due to  
elimination of meter reading, remote service connectivity and conservation voltage reduction. Mr. DiLucia no  

provides the detailed analysis of the annual savings within his workpapers provided with the Company’s filing.  
As discussed by Mr. DiLuciano, with the Commission’s ruling in July 2020, including remote service 
disconnection, the Company will add 4 employees to meet the requirements of the new rule, a t  a n est ima ted 

incremental cost of approximately $271,000 per year, the savings therefore, have been reduced to ref lect th is 
expected increase in cost.    
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plant by $34.4 million (after including pro formed AMI capital additions between January 1, 1 

2020 through the completion of the project), and increases the regulatory asset by $53.2 2 

million.  The net effect of these adjustments, therefore, decreases electric NOI by 3 

$7,134,000 and increases total electric rate base by $87,585,000.  4 

The natural gas adjustment increases regulatory amortization expense by $3.5 5 

million, increases depreciation expense by $0.9 million, reduces O&M expenses by $0.90 6 

million for offsets, increases AMI net plant by $17.5 million (after including pro formed 7 

AMI capital additions between January 1, 2020 through the completion of the project),  and 8 

increases the regulatory asset by $15.6 million.  The net effect of these adjustments 9 

decreases natural gas NOI by $2,511,000 and increases total natural gas rate base by 10 

$33,084,000.   11 

As described by Mr. DiLuciano, the AMI project was first introduced to the 12 

Commission in 2015.  In Docket UE-160100 the Commission approved deferred accounting 13 

treatment related to the undepreciated net book value of the existing electric meters.  In 14 

Dockets UE-170327 and UG-170328, the Commission approved deferred accounting 15 

treatment related to the undepreciated net book value of the existing natural gas meter 16 

registers.  In addition, the Commission authorized the Company to defer the depreciation 17 

expense associated with the investment in the AMI until such time plant is included in retail 18 

rates in a future general rate case, and required the Company to defer revenues collected 19 

from customers related to the existing electric meters and natural gas meter registers that 20 

exceeded the actual depreciation expense recorded on the existing investment.  A summary 21 

of AMI accounting that forms the basis for the adjustments that have been included in this 22 

general rate case follows: 23 
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AMI Rate Base - Rate base in the Company’s case includes the following as shown in 1 

Table No. 5. 2 

Table No. 5 – AMI Rate Base: [Revised] 3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

As shown on lines 1 through 3, investment in AMI plant is $137.1 million ($100.9 13 

million electric and $36.2 million natural gas).  Accumulated depreciation on an AMA basis 14 

during the rate year is $40.5 million ($30.5 million electric and $10.0 million natural gas), 15 

leaving a net book value of $96.6 million ($70.5 million electric and $26.1 million natural 16 

gas). 17 

As shown on lines 4 through 10, a number of regulatory assets associated with the 18 

AMI project have been included as rate base.  A description of these regulatory assets 19 

follows: 20 

• (Line 4) All of the depreciation expense that was recorded on the AMI investment21 
since the project began has been deferred and totals $40.8 million ($30.7 million22 

electric and $10.1 million natural gas).23 
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• (Line 5) The net book value of the existing electric meters and natural gas meter1 
registers have been deferred and totals $25.7 million ($21.3 million electric and $4.42 

million natural gas).3 
4 

• (Line 6) The net book value of AFUDC that has been recorded as a regulatory asset5 
totals $1.3 million ($1.0 million electric and $0.3 million natural gas).6 

7 

• (Line 7) The carrying charge that has been recorded on all of the AMI deferral8 
accounts per the Commission order in Docket Nos. UE-170327 and UG-1703289 
totals $3.3 million ($2.4 million electric and $0.9 million natural gas).10 

11 

• (Line 8) The deferred revenues collected from customers related to the existing12 
electric meters and natural gas meter registers that exceeded the actual depreciation13 

expense recorded on the existing investment totals $2.4 million ($2.3 million electric14 
and $0.2 million natural gas).  These amounts are regulatory liabilities and reduces15 
the amount of rate base that will need to be collected from customers in the future.16 

17 

• (Line 9) The accumulated deferred federal income taxes associated with the18 
regulatory assets totals $14.2 million ($11.0 million electric and $3.2 million natural19 

gas) and is a reduction to rate base.20 
21 

AMI Expenses 22 

Expenses in the Company’s case includes the following as shown in Table No. 6. 23 

Table No. 6 – AMI Expenses: [Revised] 24 

25 

26 

27 

28 

• (Line 1) Annual depreciation expense on the AMI investment totals $12.7 million29 
($9.5 million electric and $3.2 million natural gas).30 

31 

• (Line 2) Annual AFUDC amortization on the AMI investment totals $0.05 million32 
($0.04 million electric and $0.01 million natural gas).33 

34 

• (Line 3) Annual amortization of the deferred costs on the AMI investment totals $5.635 
million ($4.3 million electric and $1.3 million natural gas).  This amortization36 
represents the annual amount of the net deferrals of $51.1 million electric and $15.437 

million natural gas amortized beginning the rate-effective date of October 1, 202138 
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