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Capital Additions for 2021

Exh. JMK-2

Project 2021 TTP | Exh. JMK-2
# ET Business Case Type Business Case (System) Page #

Enterprise Technology
1 Enabling Technology Basic Workplace Technology Delivery $ 1,176,219 3
2 Enabling Technology Data Center Compute and Storage Systems 755,378 12
3 Enabling Technology Digital Grid Network 4,225,030 22
4 Enabling Technology Endpoint Compute and Productivity Systems 2,675,401 32
5 Enabling Technology Enterprise & Control Network Infrastructure 7,464,532 43
6 Enabling Technology Enterprise Communication Systems 3,497,771 52
7 Enabling Technology Enterprise Data Science 21,497 62
8 Enabling Technology Environmental Control & Monitoring Systems 770,888 70
9 Enabling Technology ET Modernization & Operational Efficiency - Technology 2,028,219 80
10 Enabling Technology Fiber Network Lease Service Replacement 2,117,782 91
11 Enabling Technology High Voltage Protection (HVP) Refresh 98,382 100
12 Enabling Technology Land Mobile Radio & Real Time Communication Systems 663,532 109
13 Enabling Technology Technology Failed Assets 540,472 119
14 Enabling Technology Technology Refresh to Sustain Business Process 812,952 128
15 Bus. & Op Application Tech. Atlas 2,616,023 133
16  Bus. & Op Application Tech. Energy Delivery Modernization & Operational Efficiency 5,109,410 142
17 Bus. & Op Application Tech. Energy Delivery Operational Efficiency & Shared Services' 648,749 142
18 Bus. & Op Application Tech. Energy Resources Modernization & Operational Efficiency 1,801,118 153
19 Bus. & Op Application Tech. Financial & Accounting Technology 4,542,932 163
20 Bus. & Op Application Tech. Human Resources Technology 184,769 174
21 Bus. & Op Application Tech. Legal & Compliance Technology 134,675 187
22 Security Enterprise Business Continuity 171,368 197
23 Security Enterprise Security 3,016,699 202
24 Security Facilities and Storage Location Security 293,841 208
25 Security Generation, Substation & Gas Location Security 2,070,675 213
26 Security NERC CIP Compliance 77,500 218
27 Security Payment Card Industry Compliance (PCI) 595,565 224

Total Enterprise Technology

S 4811377

Exh. JMK-1T Total 2021 Capital Additions

$ 48,111,377

! This business has been merged with Energy Delivery Modernization and Operational Efficiency. Please see Energy Delivery

Modernization and Operational Efficiency business case justification narrative, starting on page 162.
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Provisional Capital Additions for 2022-2024 by Plant Group

Exh. JMK-2

Kensok
GRC
Plant | Project 2022 TTP 2023 TTP 2024 TTP xh. JMK-2
Group # ET Business Case Type Business Case (System) (System) (System) Page #
Short-Lived Assets
28 Enabling Technology  Basic Workplace Technology Delivery* $ 813,479 $ 800,005 $ 800,003 3
29 Enabling Technology  Control and Safety Network Infrastructure 1,324,039 1,282,468 1,485,787 227
30 Enabling Technology  Data Center Compute and Storage Systems* 1,260,205 2,063,801 1,972,626 12
31 Enabling Technology  Endpoint Compute and Productivity Systems* 3,498,321 3,416,996 5,681,768 32
32 Enabling Technology  Enterprise Communication Systems* 1,472,733 2,482,488 2,115,997 52
33 Enabling Technology  Enterprise Network Infrastructure 2,235,285 2,341,928 1,544,361 236
ET Modernization & Operational Efficiency -
34 Enabling Technology Technology* 1,564,548 2,002,429 2,053,458 80
35 Enabling Technology = Network Backbone 188,444 3,879,878 3,686,842 246
36 Bus. & Op Application Atlas* 1,452,641 2,948,867 2,119,113 133
Energy Delivery Modernization & Operational
37 Bus. & Op Application Efficiency* 5,560,672 3,449,859 5,789,674 142
Energy Resources Modernization & Operational
38 Bus. & Op Application Efficiency* 2,727,599 2,679,478 2,695,981 153
39 Bus. & Op Application Financial & Accounting Technology* 1,788,284 2,775,001 2,150,001 163
40 Bus. & Op Application Human Resources Technology* 499,529 500,002 500,000 174
41 Bus. & Op Application Legal & Compliance Technology* 400,015 413,072 339,598 187
Outage Management System & Advanced
Distribution Management System (OMS &
42 Bus. & Op Application ADMS) - 10,000,000 15,000,000 256
43 Security Enterprise Business Continuity* 93,045 422,064 100,000 197
44 Security Enterprise Security* 972,340 1,137,498 1,400,499 202
45 Security Facilities and Storage Location Security* 210,919 489,088 345,587 208
Generation, Substation & Gas Location
46 Security Security* 332,159 459,001 545,002 213
Total Short-Lived Assets $ 26,394,257 $ 43,543,923 $ 50,326,297
Large Distinct Projects
47 Enabling Technology  Digital Grid Network* $ 2,801,323 $ 2,121,419 $ 2,461,518 22
Land Mobile Radio & Real Time
48 Enabling Technology ~Communication Systems* 3,569,746 1,005,328 3,028,940 109
Total Large Distinct Projects $ 6,371,069 $ 3,126,747 $ 5,490,458
Mandatory & Compliance
49 Enabling Technology ~ High Voltage Protection (HVP) Refresh* $ 226,712 §$ 336,542 $ 190,320 100
50 Security Identity and Access Governance (IAG) 672,255 418,119 191,368 264
51 Security Security Compliance 250,001 250,001 244,774 272
Total Mandatory & Compliance $ 1,148,968 $ 1,004,662 $ 626,462
Programmatic
52 Enabling Technology  Enterprise & Control Network Infrastructure* ~ § 3,243.307 $ - $ - 43
53 Enabling Technology  Environmental Control & Monitoring Systems* 1,123,937 964,347 887,389 70
54 Enabling Technology  Fiber Network Lease Service Replacement™® 1,392,970 1,687,126 1,392,938 91
55 Enabling Technology  Technology Failed Assets* 611,563 556,208 556,198 119
Total Programmatic $ 6,371,777 $ 3,207,681 $ 2,836,525
Exh. JMK-1T Total 2022-2024 Provisional Capital Additions $ 40,286,071 $ 50,883,013 $ 59,279,742

* These Business Cases were described in detail earlier in testimony.
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DocuSign Envelope ID: FEF14E54-3C24-445F-89B7-702B72D57EF0 Exh. JMK-2

Basic Workplace Technology

EXECUTIVE SUMMARY

The nature of basic workplace technology requests can vary, be either planned or
unplanned and generally have short turnaround cycles. The short turnaround nature of
the requests can cause chaos in the procurement processing of basic workplace
technology, as the lag time from when a request is submitted to when it is fulfilled can
exceed expected timeframes. Additionally, ad-hoc requests, impact business value by
un-batching technology orders, as well as reduce employee productivity and experience
by submitting individual orders to meet requests.

The Basic Workplace Technology business case responds to five essential functions that
equip our staff to optimize our business and be responsive to our customers. The five
essential functions include: Employee Onboard; Contractor Onboard; Job Function
Change; Off Cycle Exchange; and General Additions. This requires a need to keep a
small amount of inventory to meet business value timeframes.

The primary driver for this program is performance and capacity, whereby the Company
balances the need to meet job function requirements and technology availability. To do
so, it requires historical trend analyses, technology inventory management, and cost per
unit control measures. The costs associated with each solution can vary by the type of
solution and number deployed.

Therefore, regular review of inventory levels, historical trends, and planned requests help
determine the overall performance and capacity standards under the established budget
allocations. These reviews can result in calling for additional investment under this
program from time to time for technology procurement trending behind planned requests.
Not funding this program can result in delays in hiring, onboarding, job function changes,
automation opportunities, etc.

VERSION HISTORY

Version | Author Description Date Notes
1.0 Walter Roys Initial BCJN Draft 7/2019
2.0 Walter Roys Revision of BCJN to new template 7/2020
Business Case Justification Narrative Page 1 of 9
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DocuSign Envelope ID: FEF14E54-3C24-445F-89B7-702B72D57EF0

Exh. JMK-2

Basic Workplace Technology

GENERAL INFORMATION

Requested Spend Amount

$7,200,000

Requested Spend Time Period

5 years

Requesting Organization/Department

Enterprise Technology

Business Case Owner | Sponsor

Walter Roys | Jim Corder

Sponsor Organization/Department

Enterprise Technology

Phase Monitor/Control
Category Program
Driver Performance & Capacity

1. BUSINESS PROBLEM

1.1 What is the current or potential problem that is being addressed?

Basic workplace technology required by Avista’s workforce to perform office,
call center, or field day-to-day job functions is a requirement, which either
automates or enables business processes to provide gas and electric service to
our customers. Regular job changes can occur in our workforce throughout our
service territory as new employees or contractors are hired, leave, or retire,
while others can change in job role or responsibilities. These changes at times
result in technology requests that can vary, and generally have short turnaround
cycles of (2) two weeks or less to fulfill them, at times planned and at other times
unplanned. This could range from a new hiring of a cohort of customer service
center staff needing a computer and monitors with call center applications,
headsets, and communication equipment to a change in job function for an
existing employee moving from the office out to the field and requiring a rugged
computer or tablet with a different application portfolio, and hand radio.

The short turnaround nature of the requests can cause challenges in processing
procurement requests, which can result in lag time from when a request is
submitted to when it is fulfilled and put worker productivity at risk of not having
the technology to perform their new job assignment. Additionally, the ad-hoc
nature of requests, can impact business value by un-batching technology
orders, as well as reduce employee productivity and experience by submitting
individual orders to meet requests.

Business Case Justification Narrative Page 2 of 9
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DocuSign Envelope ID: FEF14E54-3C24-445F-89B7-702B72D57EF0 Exh. JMK-2

Basic Workplace Technology

1.2

1.3

1.4

1.5

Discuss the major drivers of the business case (Customer Requested, Customer
Service Quality & Reliability, Mandatory & Compliance, Performance & Capacity, Asset
Condition, or Failed Plant & Operations) and the benefits to the customer

The Basic Workplace Technology Business case is to respond to technology
requests that allow workers to meet performance in their respective job functions
within the capacity of in-portfolio technology at Avista. Therefore, the major
driver for this business case is Performance & Capacity. The business requests
generally fit within these major categories:

Employee Onboard
Contractor Onboard
Job Function Change
Off Cycle Exchange
General Additions

Identify why this work is needed now and what risks there are if not
approved or is deferred

Assuring that each technology request is met within the expected timeframe for
job additions or changes, allows for Avista’s workforce to continue to provide
gas and electric service to our customers across all our service territory. Job
role additions, and changes are not new and will not stop, as the utility workforce
continues to evolve with many retiring from older roles, and new roles created
to meet the changing nature of our industry. The risk of not approving this
program will result in delay of technology fulfilment to Avista’s workers who are
requiring new technology due to a new job or change in job function.

Identify any measures that can be used to determine whether the
investment would successfully deliver on the objectives and address the
need listed above.

Tracking of each request is done to determine if each technology request is
fulfilled within the (2) two-week timfeframe, as the objective of this business case
is to meet in-portfolio technology requests for employee and contractor
onboarding, job function changes, off-cycle exchanges, and general additions.

Supplemental Information

1.5.1 Please reference and summarize any studies that support the problem

There are no specific studies to point to on the need for basic workplace
technology, since it is now an expected norm. Generally, all job functions require
some form of basic technology equipment to perform day-to-day job
assignments. From a computer with the right set of applications to a mobile radio
that keeps field workers safe in remote and hard to reach locations. This
program was designed to deliver on each of those requests based on the criteria
mentioned above.

Business Case Justification Narrative Page 3 of 9

Page 5 of 277



DocuSign Envelope ID: FEF14E54-3C24-445F-89B7-702B72D57EF0 Exh. JMK-2

Basic Workplace Technology

1.5.2 For asset replacement, include graphical or narrative representation of metrics
associated with the current condition of the asset that is proposed for
replacement.

Not applicable, as the investment under this program business case is to

respond to technology requests that allow workers to meet performance in their

respective job functions within the capacity of in-portfolio technology at Avista.

The basic workplace technology requests may generally include personal
computers, tablets, print/copy/scan systems, television displays, monitors,
telephones, etc., and the basic software productivity tools. They generally fall within
these major categories, and are therefore tracked accordingly:

e Employee Onboard: A request from leadership to deliver workspace
technology for a new employee.

e Contractor Onboard: A request from leadership to deliver workplace
technology for a new contractor.

e Job Function Change: A request from leadership to add or change
workplace technology to enable a job function change for an existing
employee or contractor.

o Off-Cycle Exchange: A requests from leadership to exchange in service
workplace technology, in a timeframe that does not align with a technology
refresh cycle.

e General Additions: General requests from leadership for additional
workplace technology.

The technology solutions fall within the capacity of in-portfolio technology at Avista,
and therefore the recommended solution is a funding level commensurate with
historical technology requests for employee and contractor onboardig, job function
changes, off-cycle exchanges, and general additions. This business case does not
include planned technology refresh investments based on technology
obsolescence.

The recommended solution allows the business case program to proactively plan
for procurement intervals to maintain small-batches of technology inventory in-
house to meet the short-turnaround requests over the course of the year.

Option Capital Cost Start Complete
Recommended Solution $7,200,000 01/2021 12/2025
[Alternative #1] — 80% Funding Level $5,760,000 01/2021 12/2025
[Alternative #2] — 70% Funding Level $5,040,000 01/2021 12/2025
Business Case Justification Narrative Page 4 of 9
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DocuSign Envelope ID: FEF14E54-3C24-445F-89B7-702B72D57EF0 Exh. JMK-2

Basic Workplace Technology

Bo-Nething $0 Q42004 4240008

2.1 Describe what metrics, data, analysis or information was considered when

preparing this capital request.

Due to the nature of unpredictability of job role additions or changes, in 2019, a
historical trend analyses provided the estimate required to fulfill these orders
based on year to date requests fulfilled and those forecasted.

Business Case Fullfillment and Forecast

General Additions
Off Cycle Exchange
Job Function Change

Contractor Onboard

Employee Onboard

S- $100,000 $200,000 $300,000 $400,000 $500,000 $600,000
Employee Onboard Contractor Onboard Job Function Change Off Cycle Exchange General Additions
m Fullfillment $145,924 $130,088 565,760 $56,437 $202,656
m Forecast $204,294 $182,123 $92,064 $79,012 $283,718

2.2 Discuss how the requested capital cost amount will be spent in the current

year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverables that will result from the capital spend?). Include
any known or estimated reductions to O&M as a result of this investment.

[Offsets to projects will be more strongly scrutinized in general rate cases going forward (ref. WUTC Docket No. U-190531 Policy
Statement), therefore it is critical that these impacts are thought through in order to support rate recovery.]

The funding requested under the Basic Workplace Technology business case
will be invested in technology to fulfill business requests in the areas of
employee and contractor onboarding, job function changes, off-cycle
exchanges, and general additions. Generally basic workplace technology
includes personal computers, tablets, print/copy/scan systems, television
displays, monitors, telephones, etc., and the basic software productivity tools.

Investment in these technologies can result in added O&M expenses from an
increase in licenses from time to time. There are no O&M reductions or offsets
resulting from these investments, as this technology enables the Avista
workforce to perform their day-to-day job functions in delivering gas and electric
service to our customers.

Business Case Justification Narrative Page 5 of 9
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DocuSign Envelope ID: FEF14E54-3C24-445F-89B7-702B72D57EF0 Exh. JMK-2

Basic Workplace Technology

2.3

2.4

2.5

2.6

Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.

All Avista business functions requesting basic workplace technology due to a
job addition or change, off-cycle exchange, or general addition is affected by
this business case, as it enables everyday work activities and automated
business processes.

Discuss the alternatives that were considered and any tangible risks and
mitigation strategies for each alternative.

Several options were considered and proposed. However, the ‘Do Nothing’
alternative was removed as an option, as it is not realistic. Below are the
alternatives discussed in detail:

e A ‘Do Nothing’ option would not fund the basic technology items and
become a blocking factor of productivity; job functions are extremely difficult
to perform without digital productivity tools. For example, a new worker would
not be able to adequately meet job function performance requirements in a
customer call center without a personal computer and telephone.

e Alternative #1 is to fund at 80% of the recommended solution and seek
alternative ways to reduce deployment costs to deliver basic workplace
technology and return during the year for additional funds to meet business
demand, if not successful.

e Alternative #2 is to fund at 70% of the recommended solution and seek
alternative ways to reduce deployment costs to deliver basic workplace
technology and return during the year for additional funds to meet business
demand, if not successful.

Include a timeline of when this work will be started and completed.
Describe when the investments become used and useful to the customer.
spend, and transfers to plant by year.

This business case is a program of blanket technology projects that transfers to
plant monthly. Quarterly forecasts capture changes in transfers to plant based
on trends of fulfillment requests.

Discuss how the proposed investment aligns with strategic vision, goals,
objectives and mission statement of the organization.

Business Case Justification Narrative Page 6 of 9
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DocuSign Envelope ID: FEF14E54-3C24-445F-89B7-702B72D57EF0 Exh. JMK-2

Basic Workplace Technology

2.7

2.8

The technology investments under this business case program align with
Avista’s vision to deliver ‘better energy for life’ to our customers and in the area
of ‘Perform’, which calls for “our focus on performance today to serving our
customers well and unlocking pathways to growth.”

Each investment under this business case program allows Avista to deliver
electric and gas services to our customers.

Include why the requested amount above is considered a prudent
investment, providing or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated throughout the project

The reason that the technology investment under the Basic Workplace
Technology program business case is prudent is because the Avista workforce
requires this technology every day to deliver gas and electric service to our
customers either in an office, customer service center, or in the field.

Basic workplace technology deployments that fall under this business case are
often in short notice, and minimum inventory quantities are maintained to meet
business value time frames. The business case is structured in such a way to
handle both planned or unplanned short-cycle business demand to deliver basic
technology items to all job functions and office areas.

Alternative funding levels are considered, yet not investing in it is not an option
as basic workplace technology is a minimum requirement to perform day-to-day
job functions to deliver gas and electric service to our customers, respond to
compliance requirements, and conduct business operations and reporting.

Additionally, the existing governance structure overseeing this business case
program meets regularly to oversee and make decisions on the ongoing needs,
benefits, costs, and risks associated with basic workplace technology fulfillment
requests.

Supplemental Information

2.8.1 Identify customers and stakeholders that interface with the business case
Nearly all Avista’s workforce interface with basic workplace technology business
case, either as a leader requesting technology changes or a worker responding
to job role and responsibility changes.

Business Case Justification Narrative Page 7 of 9
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DocuSign Envelope ID: FEF14E54-3C24-445F-89B7-702B72D57EF0 Exh. JMK-2

Basic Workplace Technology

3.1

3.2

3.3

2.8.2 Identify any related Business Cases

The technology deployed under this business case is in the existing technology
portfolio, which is driven by engineering teams who are responsible for
managing technology obsolescence and asset lifecycles.

Steering Committee or Advisory Group Information

The Basic Workplace Technology Delivery governance team will act as the
governance committee that oversees investment under this business case. The
governance team consists of the Business Case Owner, Business Case
Sponsor, and may include other key leadership stakeholders.

Provide and discuss the governance processes and people that will
provide oversight

The governance team is accountable for the financial performance of this
business case. The governance team will have regular monthly meetings to
review the progress of the program and make decisions on the following topics:

Prioritization of Business Drivers

Funding Constraints

Long-term Planning

Scope of Workplace Technology

Monitoring Workplace Technology Productivity

How will decision-making, prioritization, and change requests be
documented and monitored

The governance structure under this business case program is responsible for
decision-making, prioritization, and change requests. Through the regular
Program Steering Committee Meetings, the team reviews and balances planned
work versus unplanned work to determine prioritization, as well as pending
project change requests. Any change request requiring either an increase or
decrease of funds is reviewed at the upcoming Technology Planning Group
meeting before it is submitted to the Capital Planning Group for consideration.

Business Case Justification Narrative Page 8 of 9
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DocusSign Envelope ID: FEF14E54-3C24-445F-89B7-702B72D57EF0 Exh. JMK-2

Basic Workplace Technology

The undersigned acknowledge they have reviewed the Basic Workplace
Technology Business Case and agree with the approach it presents. Significant
changes to this will be coordinated with and approved by the undersigned or their
designated representatives.

DocuSigned by:

Signature: Walfur Fous Date: Ju1-30-2020 | 11:46 AvM PDT
Print Name: Walter Roys
Title: System Engineering Manager
Role: Business Case Owner
DocuSigned by
Signature: Sames B (ordur Date:  Aug-03-2020 | 5:44 PM PDT
PrintName:  Jim Corder
Title: IT Director
Role: Business Case Sponsor
Docusigned by
Signature: Larun Sclunle Date: Aug-03-2020 | 6:37 PM PDT
PrintName:  Karen Schuh
Title: IT Program Manager
Role: Steering/Advisory Committee Review

DocuSigned by:
Signature; [ w Date: Aug-04-2020 | 7:28 AM PDT

GAGECEEEFANZIET..

Print Name: Andy Leija
Title: ET PMO Manager
Role: Steering/Advisory Committee Review
Template Version: 05/28/2020
Business Case Justification Narrative Page 9 of 9
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DocuSign Envelope ID: B7DE109B-DB4B-4C6F-B5E0-BFAAE4F83EC3 Exh. JMK-2

Data Center Compute and Storage Systems

EXECUTIVE SUMMARY

Business processes require automated technology solutions to meet the overwhelming
need for data and information to make decisions. All industries are reliant on the ability to
produce, transmit, analyze, and store information to meet various business requirements.
This digitalization is resulting in an ever-growing need for data processing and storage
for on-demand requests and decision-making. Avista is no different. The Company
produces, transmits, analyzes, and stores meter data, telemetry data, asset data,
customer billing data, geographic information systems data, etc. Data processing and
storage requires high reliability no different than our electric and gas grids supplying
customers with power and gas. The Data Center Compute and Storage Systems
business case is a program of investments in server technology required to process and
store massive amounts of data to automate and enable business processes that support
our gas and electric customers across our service territory.

The technology solutions to meet performance standards and reliability requirements can
vary from hardware and software upgrades in an on-premise data center, offsite storage,
or service provider (cloud) facility, or in operating technology to optimize compute and
storage capacity. Solution costs can also vary depending on the magnitude of the
technology footprint or vendor licensing model(s). As enabling technology, data center
processing and storage investment benefits all Avista customers, as it optimizes cost and
productivity by not reverting to manual business processing, which would result in
increased labor costs, human error, and overall processing delays. Because technology
is evolving so quickly, this program undergoes regular review of the levels of investment
and utilization to meet performance and capacity standards, and reliability requirements,
while balancing against pre-established budget allocations. These reviews can result in
calling for additional investment under this program for technology at risk of poor
application system performance and system unavailability.

VERSION HISTORY

Version | Author Description Date Notes
1.0 Walter Roys Initial BCJN Draft 6/2017
2.0 Walter Roys Revision of BCJN to new template 7/2020
Business Case Justification Narrative Page 1 of 10
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DocuSign Envelope ID: B7DE109B-DB4B-4C6F-B5E0-BFAAE4F83EC3 Exh. JMK-2

Data Center Compute and Storage Systems

GENERAL INFORMATION
Requested Spend Amount $9,856,000
Requested Spend Time Period 5 years.
Requesting Organization/Department Enterprise Technology
Business Case Owner | Sponsor Walter Roys | Jim Corder
Sponsor Organization/Department Enterprise Technology
Phase Monitor/Control
Category Program
Driver Performance & Capacity

1. BUSINESS PROBLEM

1.1

1.2

What is the current or potential problem that is being addressed?

Technology is not only subject to the traditional mortality rate or lifecycle, but it
is compounded by planned obsolescence, also known as technology
obsolescence.! That is, whereby, the technology asset although within its
functional lifespan is technologically flawed or no longer meets the need of users
or customers, as expectations increase due to newer and more powerful
technology that is available in the market. Data center compute and storage
technology is no different.

Additionally, with the rapid pace of technological change, technology vendors
require continuous upgrades to maintain system maintenance and support,
which can include security patching, bug fixes, version upgrades,
interoperability, and compatibility with other technologies. Additionally, the
endpoint compute and productivity technology is necessary to enable the
capabilities that align with our strategic goals of putting our customers at the
center.

Discuss the major drivers of the business case (Customer Requested, Customer
Service Quality & Reliability, Mandatory & Compliance, Performance & Capacity, Asset

Condition, or Failed Plant & Operations) and the benefits to the customer

The Data Center Compute and Storage Systems Business Case is driven by
managing technology replacement according to manufacturer product
roadmaps with an objective to maintain infrastructure performance and align
infrastructure assets with business demand for capacity. Therefore, it falls under
the Performance and Capactiy investment driver.

! Barreca, Stephen L. (1998-2000). Technology Lifecycles and Technology Obsolescence. Retrieved from
http://beri.com/products/publications.htm

Business Case Justification Narrative Page 2 of 10
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DocuSign Envelope ID: B7DE109B-DB4B-4C6F-B5E0-BFAAE4F83EC3 Exh. JMK-2

Data Center Compute and Storage Systems

1.3

1.4

1.5

All Avista customers benefit from maintaining data center compute and storage systems,
as this technology enables the Avista workforce to perform their day-to-day job
functions in delivering gas and electric service to our customers. Additionally, assets
that fail due to not being replaced within their technology lifecycle are replaced
by the Technology Failed Asset business case, which tracks technology asset
failures, and is also used as a data point to inform the technology lifecycles
under this business case.

Identify why this work is needed now and what risks there are if not
approved or is deferred

Avista’s office, call center, and field staff require on-demand information to meet
customer expectations when providing gas and electric service to customers
across our service territory. The information can be critical to prevent, reduce,
affect, or optimize an outcome that benefits our customers.

Reliance on obsolete technology that stores and computes many of our on-
premise business applications to automate business processes presents
significant risk that may only be solved with the reinstatement of manual
process. Sustaining automated business process by replacing automation with
workforce would increase labor expense, and delay response times to meet
customer needs.

Identify any measures that can be used to determine whether the
investment would successfully deliver on the objectives and address the
need listed above.

Vendor roadmaps and technology asset lifecycles are data points that inform on
how best to plan replacements, while meeting business value and strategic
alignment, within the constraints of resource capacity and funding, which in turn
can result in deferred replacement introducing the risk of technology failure.
Ongoing reviews of vendor roadmap and technology asset lifecycle alignment
provide necessary information to track how much of our investment in
technology is lagging behind the vendor roadmap, and thereby introducing risk.

Supplemental Information

1.5.1 Please reference and summarize any studies that support the problem

The Enterprise Technology team references various technology vendor and
third-party resources to stay informed and recommend decisions on the various
technology investments. A few sample sources are included below:

Barreca, Stephen L. (1998-2000). Technology Lifecycles and Technology
Obsolescence. Retrieved from http://bcri.com/products/publications.htm

Business Case Justification Narrative Page 3 of 10
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DocuSign Envelope ID: B7DE109B-DB4B-4C6F-B5E0-BFAAE4F83EC3 Exh. JMK-2

Data Center Compute and Storage Systems

Directions on Roadmaps, Independent IT Planning Information and Advisory
Service focused exclusively on Microsoft enterprise software and services.
Retrieved from https://www.directionsonmicrosoft.com/

Gartner Industry Research and Reference Material. Retrieved from
https://www.gartner.com/en/information-technology

1.5.2 For asset replacement, include graphical or narrative representation of metrics
associated with the current condition of the asset that is proposed for
replacement.

Not applicable, as the investment under this program business case is to
maintain performance and capacity standards in each respective data center
compute and storage technology.

The data center compute and storage technology systems provide the infrastructure
foundation for basically all automated business process.

The recommended solution is to address 75% of obsolete products and
capacity constraints (Recommended). This will introduce risk associated with
technology systems reliability, interoperability and capacity. The investment required
to address obsolete technology products is deferred to subsequent years. The
likelihood of technology impact to business is increased. To minimize the impact of
this risk, the Program Steering Committee will manage project sequence according
to the investment priority documented in section 3.2.

Option Capital Cost Start Complete
Alternative #1: Retire assets and remove $1,338,700 01/2020 12/2024
automation

Alternative #2: Address 100% obsolete products $17,649,867 01/2020 12/2024
and capacity constraints

Alternative #3: Address 75% obsolete products and $13,237,400 01/2020 12/2024
capacity constraints (recommended)

Alternative #4: Address 56% obsolete products $9,856,000 01 2021 12 2025
and capacity constraints (submitted)

Alternative #5: Address 40% obsolete products and $7,060,000 01/2020 12/2024
capacity constraints

2.1 Describe what metrics, data, analysis or information was considered when
preparing this capital request.

The funds request was based on a calculation of the asset lifecycle associated
with each technology asset, the scope of the technology footprint across our
service territory, and historical project costs for technologies previously
refreshed under this business case. Through regular reviews, the program
balances the need to meet system performance and reliability standards for the
various technologies under this program within annual budget allocations, and

Business Case Justification Narrative Page 4 of 10
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2.2

their respective technology lifecycles. These reviews can result in calling for
additional investment under this program from time to time for technology either
falling behind technology lifecycles or predetermined performance and reliability
standards.

A product obsolescence working group, consisting of Technology Domain
Architects, maintains technology roadmaps to inform Program Steering
Committee members of project demand. Project demand is assessed against
funding constraints each year and prioritized based on risk of technology impact
to the business. Various data points inform the team’s decisions and
recommendations, which include, but are not limited to vendor-driven
obsolescence, compute capacity and storage, historical project costs for similar
type projects, etc.

Discuss how the requested capital cost amount will be spent in the current
year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverables that will result from the capital spend?). Include
any known or estimated reductions to O&M as a result of this investment.

[Offsets to projects will be more strongly scrutinized in general rate cases going forward (ref. WUTC Docket No. U-190531 Policy
Statement), therefore it is critical that these impacts are thought through in order to support rate recovery.]

The funding requested under the Data Center Compute and Storage Business
Case will be invested in technology, such as:

+ Data center compute technology, which includes both on premise servers
and cloud services

» Remote office compute and storage

* Application systems to manage compute and storage technology

» Server operating systems (OS)

» Data storage systems

+ Data center racks and power distribution units (PDU)

* Backup and recovery systems

Investment in these technologies can result in added O&M expenses from
increase in licenses from time to time. However, not funding this business case
may result in removing automated business functions, which will either cause
delay in meeting business and customer demands or completely change
whether we can even respond to business and customer demands. There are
no O&M reductions or offsets resulting from these investments, as this
technology enables the Avista workforce to perform their day-to-day job
functions in delivering gas and electric service to our customers.

Reliance on obsolete technology for automated business process presents
significant risk that may only be solved with the reinstatement of manual
process. Sustaining automated business process by replacing automation with
workforce would increase labor expense.

Business Case Justification Narrative Page 5 of 10
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2.3

2.4

Additionally, with the rapid pace of technological change, technology vendors
require continuous upgrades to maintain system maintenance and support,
which can include security patching, bug fixes, version upgrades,
interoperability, and compatibility with other technologies. These upgrades can
in turn drive subsequent system replacements, creating a cascading event of
change. Therefore, vendor roadmaps and technology asset lifecycles are data
points that inform on how best to plan replacements, while meeting business
value and strategic alignment, within the constraints of resource capacity and
funding, which in turn can result in deferred replacement introducing the risk of
technology failure.

Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.

All Avista business functions are affected by this business case, as it enables
all day-to-day work activities and automated business processes. From service
center to call center to field work, every worker requires endpoint technology to
perform their business function and deliver gas and electric service to our
customers.

Discuss the alternatives that were considered and any tangible risks and
mitigation strategies for each alternative.

Retire assets and remove automation
This option assumes the assets would not be replaced upon end of life and be
removed from service due to product incompatibility, business risk or safety risk.

The basis for measuring the business impact of not funding this business case
is realizing the loss of business process automation. As products reach the
manufacturer-defined planned obsolescence, business process automation is
jeopardized, and business risk is increased as manufacturers cease product
maintenance and support. This condition would drive action. The alternative
could lead to a mitigation plan of having to re-instate manual business process
or eliminate the business process.

This option bears the cost of asset retirement for failed assets. The retirement
cost is estimated at 10% of the cost to replace the asset.

Address 100% of obsolete products and capacity constraints
This is the optimal solution. This option fully addresses and minimizes the
likelihood of technology impact to automated business process.

Address 75% of obsolete products and capacity constraints
(Recommended)

Business Case Justification Narrative Page 6 of 10
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2.5

2.6

2.7

This will introduce risk associated with technology systems reliability,
interoperability and capacity. The investment required to address obsolete
technology products is deferred to subsequent years. The likelihood of
technology impact to business is increased. To minimize the impact of this risk,
the Program Steering Committee will manage project sequence according to
the investment priority documented in section 3.2.

Address 40% of obsolete products and capacity constraints

This will introduce risk associated with technology systems reliability,
interoperability and capacity. The investment required to address obsolete
technology products is deferred to subsequent years. The likelihood of
technology impact to business is increased. Interoperability constraints may
force unplanned funding requests. Multi-year, complex projects are at risk of
completion prior to product obsolescence. This option impacts the workforce.

Include a timeline of when this work will be started and completed.
Describe when the investments become used and useful to the customer.
spend, and transfers to plant by year.

This business case is a program that transfers to plant the total cost of each
sub-project at the completion of every project, which can straddle calendar
years. Quarterly forecasts capture changes in transfers to plant based on project
status.

Discuss how the proposed investment aligns with strategic vision, goals,
objectives and mission statement of the organization.

The technology investments under this business case program align with
Avista’s vision to deliver ‘better energy for life’ to our customers and in the area
of ‘Perform’, which calls for “our focus on performance today to serving our
customers well and unlocking pathways to growth.”

Each investment under this business case program allows Avista to deliver
electric and gas services to our customers.

Include why the requested amount above is considered a prudent
investment, providing or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated throughout the project

The reason that the technology investment under this program business case is
prudent is because the Avista workforce requires this technology every day to
deliver gas and electric service to our customers either in an office, customer
service center or in the field. Alternatives to each technology are considered,
yet not investing in it is not an option as automated business process would

Business Case Justification Narrative Page 7 of 10
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2.8

3.1

3.2

either stop or be removed, thereby crippling our workforce’s ability to deliver gas
and electric service to our customers, respond to compliance requirements, and
conduct business operations and reporting. Additionally, a two-tiered
governance structure overseeing this business case program meets regularly to
oversee and make decisions on the needs, benefits, costs, and risks of each
investment.

Supplemental Information

2.8.1 Identify customers and stakeholders that interface with the business case

Nearly all Avista’s workforce interface with the technology investments under
this business case, depending on the application systems being used to perform
any given business function.

2.8.2 Identify any related Business Cases

The technology investment under this business case allows for upgrade and
refresh of the compute and storage from investments in other business cases,
such as all business application systems, security systems, operations tools,
etc. Basically, almost every software application used by Avista to conduct
business functions is either processed or stored in servers refreshed under this
business case.

Steering Committee or Advisory Group Information

The Data Center Compute & Storage Systems Business Case has two levels
of governance; The Program Steering Committee and the Project Steering
Committee.

Provide and discuss the governance processes and people that will
provide oversight

Program Steering Committee

This business case is a program of related projects. The Program Steering
Committee consists of members in management positions that are identified
and responsible for prioritizing the projects within this program. The Steering
Committee is also held accountable for the financial performance of this
program. The Program Steering Committee will have regular meetings to review
the progress of the program and to make decisions on the following topics:

e Project prioritization and risk
e Approving business case funding requests
e New project initiation and sequencing

Business Case Justification Narrative Page 8 of 10
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3.3

The Program will be facilitated and administrated by an assigned Program
Manager within the Enterprise Technology (ET) Project Management Office
(PMO) Department. The project queue will be reviewed periodically and will
consist of projects needed to maintain the reliability and performance of all Data
Center Compute & Storage Systems.

Technology product roadmaps identify investment demand that is generally not
fully funded. Technology product investments are prioritized in this manner:

1) Safety Systems

2) Control Systems

3) Customer Facing Systems

4) Back Office Systems

Project Steering Committee

Project Steering Committees act as the governing body over each individual
project within the program and will consist of key members in management
positions that are identified as responsible for the successful completion of the
scope of work identified in the Charter document for the Project. The Project
Steering Committee is responsible to provide guidance and make decisions on
key issues that affect the following topics:

Scope
Schedule
Budget
Project Issues
Project Risks

The Project Steering Committee will meet at the defined intervals documented
in the Charter of the project and will be facilitated by an assigned Project
Manager from within the ET PMO Department.

How will decision-making, prioritization, and change requests be
documented and monitored

The governance structure under this business case program is responsible for
decision-making, prioritization, and change requests. Through the regular
Program Steering Committee Meetings, the team reviews and balances planned
work versus unplanned work to determine prioritization, as well as pending
project change requests. Any change request requiring either an increase or
decrease of funds is reviewed at the upcoming Technology Planning Group
meeting before it is submitted to the Capital Planning Group for consideration.

Business Case Justification Narrative Page 9 of 10
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The undersigned acknowledge they have reviewed the Data Center Compute and
Storage Systems Business Case and agree with the approach it presents.
Significant changes to this will be coordinated with and approved by the undersigned
or their designated representatives.

Signature: E“ﬂ“w*’*’% Date:  7u1-30-2020 | 11:50 AM PDT
Print Name: Wal’:erRoys

Title: System Engineering Manager

Role: Business Case Owner

Signature: j;u::.gbyﬁoriw Date: Aug-03-2020 | 5:53 PM PDT
Print Name: J|mCoFder

Title: IT Director

Role: Business Case Sponsor

Signature: i:mm,ﬂgm Date:  Aug-03-2020 | 6:38 PM PDT
Print Name: 7Karenm§chuh

Title: IT Program Manager

Role: Steering/Advisory Committee Review

Signature: Ensgm . Date: Au9-04-2020 | 7:29 AmM POT

Print Name: 7An“(;6;EIE_ngdj:

Title: ET PMO Manager

Role: Steering/Advisory Committee Review

Template Version: 05/28/2020
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EXECUTIVE SUMMARY

Technology that enables Avista’s safety, control, customer-facing, and backoffice
systems is critical to the operations that serve our gas and electric customers. It is found
in many different environments from office locations to mountaintop sites to generation
plants across our service territory. Managing our network technologies to optimize
communications and operations in the field for our crews, inspectors, employees,
contractors and customers is critical to our ability to provide safe and reliable service.
Technology investments under the Digital Grid Network business case are needed to
expand and maintain these network assets in support of system reliability and business
productivity throughout our service territory, ensuring our ability to appropriately and
timely respond to the needs of our customers.

The technology solutions under the Digital Grid Network business case will vary by site
location and the systems supported in each facility or environment. They will include, but
not limited to, emergency and safety systems, control systems, customer systems, and
enterprise back office productivity systems. This infrastructure is core to utility operations,
thus demanding reliable networks utilizing commercial carrier services and private
network solutions. The cost of each technology will vary with the type of solution
identified for the appropriate level of network capacity and data classifications to be
transported. Avista and its customers will experience the benefits through ongoing system
reliability.

The technology solutions to meet performance standards and reliability requirements can
vary between use cases. Solution costs can also vary depending on the magnitude of the
technology footprint or vendor licensing model(s). As enabling technology, our private
transport investments benefits all Avista customers, as it optimizes cost and productivity
by not reverting to manual business processing, which would result in increased labor
costs, human error, and overall processing delays. Because technology is evolving so
quickly, this program undergoes regular review of the levels of investment and utilization
to meet performance and capacity standards, and reliability requirements, while balancing
against pre-established budget allocations. These reviews can result in calling for
additional investment under this program for technology at risk of poor network system
performance and system unavailability.

VERSION HISTORY

Version | Author Description Date Notes
1.0 Jim Ogle Initial BCIN Draft 6/2017
2.0 Shawna Kiesbuy Revision of BCJN to new template 7/2020
Business Case Justification Narrative Page 1 of 10
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GENERAL INFORMATION
Requested Spend Amount $12,819,204
Requested Spend Time Period 5 years

Requesting Organization/Department

Enterprise Technology

Business Case Owner | Sponsor

Shawna Kiesbuy

| Jim Corder

Sponsor Organization/Department

Enterprise Technology

Phase Execution
Category Program
Driver Performance & Capacity

1. BUSINESS PROBLEM

1.1 What is the current or potential problem that is being addressed?

Technology that enables Avista’'s safety, control, customer-facing, and
backoffice systems is critical to the operations that serve our gas and electric
customers. It is found in many different environments from office locations to
mountaintop sites to generation plants across our service territory. Managing
our network technologies to optimize communications and operations in the field
for our crews, inspectors, employees, contractors and customers is critical to
our ability to provide safe and reliable service. Technology investments under
the Digital Grid Network business case are needed to expand and maintain
these network assets in support of system reliability and business productivity
throughout our service territory, ensuring our ability to appropriately and timely
respond to the needs of our customers.

The technology solutions under the Digital Grid Network business case will vary
by site location and the systems supported in each facility or environment. They
will include, but not limited to, emergency and safety systems, control systems,
customer systems, and enterprise back office productivity systems. This
infrastructure is core to utility operations, thus demanding reliable networks
utilizing commercial carrier services and private network solutions. The cost of
each technology will vary with the type of solution identified for the appropriate
level of network capacity and data classifications to be transported. Avista and
its customers will experience the benefits through ongoing system reliability.

Business Case Justification Narrative Page 2 of 10
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1.2

1.3

1.4

Discuss the major drivers of the business case (Customer Requested, Customer
Service Quality & Reliability, Mandatory & Compliance, Performance & Capacity, Asset

Condition, or Failed Plant & Operations) and the benefits to the customer

The main driver behind this program is asset performance and capacity in
alignment with asset management strategies driven by technology lifecycles
that are based on manufacturer product roadmaps and planned obsolescence.
The technology solutions within this program undergo regular review to balance
performance and capacity against the asset management strategy within the
predetermined budget allocations.

Identify why this work is needed now and what risks there are if not
approved or is deferred

The risks of not approving this business case at the level to which it can maintain
the balance of optimal performance against meeting its asset management
strategy can result in unplanned failures, which result in unplanned labor and
non-labor costs, risk of delay to procure and replace the failed asset, increased
safety risks in sending field staff in extreme weather conditions to remote
locations, as well as downtime to the critical operations and safety systems
supported. New investments will be required when existing assets do not
provide adequate capacity, performance, and functionality.

Identify any measures that can be used to determine whether the
investment would successfully deliver on the objectives and address the
need listed above.

Executing planned projects will provide optimum performance and capacity as
we refresh assets prior to the asset’s obsolescence. In this way, the business
case should be able to support the asset lifecycles and reduce the risk of failing
assets affecting critical business systems, processes and infrastructure
reliability.

Business Case Justification Narrative Page 3 of 10
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1.5 Supplemental Information

1.5.1 Please reference and summarize any studies that support the problem

Reference materials that support the needed changes in Network
technology are maintained by Technology Domain Architects within each
respective technology area.

1.5.2 For asset replacement, include graphical or narrative representation of metrics
associated with the current condition of the asset that is proposed for
replacement.

This business case is aligned with Performance & Capacity.

Option Capital Cost Start Complete
Asset replacement for optimized performance and $12,819,204 01 2021 12 2025
capacity

Do not fund the program $0 012021 12 2025
2.1 Describe what metrics, data, analysis or information was considered when

2.2

preparing this capital request.

The main driver behind this program is performance and capacity aligned with
asset management strategies driven by technology lifecycles that are based on
manufacturer product roadmaps, which can compound planned obsolescence.
The asset management strategy is critical to optimize the overall lifecycle value
of the product and reduce potential for failure or unplanned outages. Tracking
of the assets’ installation and lifecycle durations are maintained to plan the
program projects over the course of future years driving the annual budget
request to maintain the refresh roadmap.

Discuss how the requested capital cost amount will be spent in the current
year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverables that will result from the capital spend?). Include
any known or estimated reductions to O&M as a result of this investment.

This business case includes network solutions for both expansion requirements
and systematic refresh of existing devices that provide access to our digital grid
field and wide area networks. Life cycle schedules allow for a known number
of assets, by type, to be refreshed based on impact and likelihood of realized
risk to the environment. Historical costs and timelines provide indicators in
support of the requested allocations above.

Through roadmapping activities and known pressures on existing network
capacity, expansion work has been identified for each year. Again, using
historical data along with current product cost estimates, the team developed a

Business Case Justification Narrative Page 4 of 10
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2.3

2.4

2.5

cost plan for work by year. Combined with the refresh work cost estimates, the
overall business case request amount is determined.

[Offsets to projects will be more strongly scrutinized in general rate cases going forward (ref. WUTC Docket No. U-190531 Policy
Statement), therefore it is critical that these impacts are thought through in order to support rate recovery.]

Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.

The projects in this program are standalone projects within the Digital Grid
Network business case but are dependent on length of construction season and
other geographically similar but unrelated work being performed at impacted
substations. Through those projects, business functions and processes might
be impacted but the technology upgrades being made at the varied locations
throughout Avista’s service territory should strive to increase performance and
capacity for employees in their daily work life.

Discuss the alternatives that were considered and any tangible risks and
mitigation strategies for each alternative.

Alternative 1: FUND PROGRAM BASED ON OPTIMIZED PERFORMANCE
AND ASSET MANAGEMENT

Funding the Digital Grid Network business case minimally each year based on
a reduced capital plan and request incremental increases as projects are
completed. This would result in ad-hoc funding requests to the Capital Planning
Group for work approved outside of the 5-year capital planning process.

Alternative 2: DO NOT FUND THE PROGRAM

Digital Grid Network projects would not be funded. Enterprise network access
from our field locations, optimization and/or unfunded capacity management
could result in minimized network capacity reducing the ability to communicate
with field assets and members of our workforce at field area locations across
our geographic territory.

Include a timeline of when this work will be started and completed.
Describe when the investments become used and useful to the customer.
spend, and transfers to plant by year.

The Digital Grid Network business case is managed as a program of projects
planned yearly. All individual projects are managed through the PMO, which
follows the Project Management Institute (PMI) standards. Throughout the year,

Business Case Justification Narrative Page 5 of 10
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2.6

2.7

2.8

the business case’s projects are Initiated, Planned, Executed, and then
Completed with a Transfer to Plant for the scope requests which over the course
of a calendar year equates to the funded budget allocation.

Discuss how the proposed investment aligns with strategic vision, goals,
objectives and mission statement of the organization.

This is a program with discrete projects that align with Avista’s vision, mission
and strategic objectives:

e The Digital Grid Network business case investments align with Avista’'s
commitment to invest in its infrastructure to achieve optimal lifecycle
performance — safety, reliability, and at a fair price. Network technologies
that allow for communication with field area assets and workforce in the field
are critical in support of the bulk electric system. The implementation of
these network technologies will continue to enable and support these critical
communications in a manner that is much safer to all workers and at all
locations across Avista.

Include why the requested amount above is considered a prudent
investment, providing or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated throughout the project

Throughout the course of a year, all project requests are vetted before the
Steering Committee to validate the request against the business case purpose
and making sure the request can be delivered within the approved funding
allocation.

Supplemental Information

Identify customers and stakeholders that interface with the business case

Within the Digital Grid Network business case, the discrete projects interface
with various internal Avista groups such as ET engineering, Substation

Business Case Justification Narrative Page 6 of 10
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3.1

3.2

engineering, GPSS and Generation Plants, the Telecommunications Shop,
along with our internal business partners at various office and remote facilities.

Steering Committee members include Business Case Sponsors, Directors and
Managers within the Enterprise Technology group along with the Business Case
Owner.

The ET Business Case Owner works in conjunction with the Project
Management Office (PMO), the assigned Program Manager, and subsequent
Project Managers.

The ET Business Case Owner is accountable and responsible for all Business
Case related activities and assignments.

2.8.1 Identify any related Business Cases
There are no related business cases.

Steering Committee or Advisory Group Information

Steering Committee members are invaluable to the project and will provide
approval on scope, schedule, and budget related changes. Additionally, they will
provide approval on issues and risks pertaining to project deliverables outlined
in this document, which also typically have an impact on the scope, schedule,
or budget of a project. Steering Committee members will also provide approval
on Change Requests, Go-Live, and the Approval to Close document. For the
High Voltage Protection business case, the Steering Committee will consist of
the Directors and Managers within ET, Energy Delivery, GPSS and the Business
Case Owner.

Provide and discuss the governance processes and people that will
provide oversight

The Enterprise and Control Network Infrastructure Business Case has two
levels of governance; The Program Steering Committee and the Project
Steering Committee.

Program Steering Committee

This business case is a program of related projects. The Program Steering
Committee consists of members in management positions that are identified
and responsible for prioritizing the projects within this program. The Steering
Committee is also held accountable for the financial performance of this

Business Case Justification Narrative Page 7 of 10
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3.3

program. The Program Steering Committee will have regular meetings to review
the progress of the program and to make decisions on the following topics:

e Project prioritization and risk
e Approving business case funding requests
¢ New project initiation and sequencing

The Program will be facilitated and administrated by an assigned Program
Manager within the Enterprise Technology (ET) Project Management Office
(PMO) Department. The project queue will be reviewed periodically in order to
plan and sequence work to the levels of funding allocation received.

Project Steering Committee

Project Steering Committees act as the governing body over each individual
project within the program and will consist of key members in management
positions that are identified as responsible for the successful completion of the
scope of work identified in the Charter document for the Project. The Project
Steering Committee is responsible to provide guidance and make decisions on
key issues that affect the following topics:

Scope
Schedule
Budget
Project Issues
Project Risks

The Project Steering Committee will meet at the defined intervals documented
in the Charter of the project and will be facilitated by an assigned Project
Manager from within the ET PMO Department.

How will decision-making, prioritization, and change requests be
documented and monitored

Project prioritization is evaluated by the management team on a monthly basis.
Each program and project steering committee meet regularly and oversees
scope, schedule and budget within their respective programs and projects and
inform the Business Case owner of any changes needing escalation to the TPG
or CPG for decision-making around resource or funding constraints.

Any changes in funding or scope are documented at the Business Case level,
via Change Request document that is presented to the CPG on a monthly basis
and evaluated by the CPG for approval.

Business Case Justification Narrative Page 8 of 10
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Changes in scope, schedule, or budget are also documented through a ‘Change
Request’ at the project level and reviewed and approved through a formal
workflow process. All Enterprise technology projects in this business case are
managed through the PMO, which follows the Project Management Institute
(PMI) standards. Projects initiate with a ‘Charter’ to begin the planning process.
When planning is complete, a ‘Project Management Plan (PMP)’ is created and
approved as the projects baseline for scope, schedule and budget. At the end
of execution, an ‘Approval to Go Live’ is submitted and approved prior to
implementation (Transfer to Plant). After the technology is in service and out of
the warranty period, the Project Manager will hold a Lessons Learned, and
subsequently submit an ‘Approval to Close’ prior to finishing the project. All
Monitor and Control documentation and Change Requests are documented and
stored to ensure a comprehensive audit trail.

The undersigned acknowledge they have reviewed the Facilities Driven Technology
Improvements business case and agree with the approach it presents. Significant
changes to this will be coordinated with and approved by the undersigned or their
designated representatives.

DocuSigned by:

Signature: Slawina {q'csbw? Date: Aug-04-2020 | 10:44 AM PDT
Print Name: Shawna Kiesbuy

Title: Sr. Manager, Network Engineering

Role: Business Case Owner

Signature: J;m::ébycww Date: Aug-07-2020 | 1:01 PM PDT
Print Name: Jirﬁ”&”ﬁé“?

Title: IT Director

Role: Business Case Sponsor

Signature: Date:

Print Name:

Title:

Role: Steering/Advisory Committee Review
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EXECUTIVE SUMMARY

Business processes require automated technology solutions to meet the overwhelming
need for data and information to make decisions. All industries, including the utility
industry, are reliant on the ability to produce, transmit, analyze, and store information to
meet various business requirements. Avista’s office, call center, and field staff require on-
demand information to meet customer expectations when providing gas and electric
service to customers across our service territory. The information can be critical to
prevent, reduce, affect, or optimize an outcome that benefits our customers. Technology
investments under the Endpoint Compute and Productivity Systems business case
enable our staff with information to optimize our business and be responsive to our
customers.

Traditionally, much of this technology was primarily driven by asset condition aligned with
asset management strategies. Technology lifecycles based on manufacturer product
roadmaps were critical to optimize the overall lifecycle value of the product. However,
more recently, we have witnessed an increase in vendor-driven planned obsolescence,
whereby the technology asset although within its functional lifespan is technologically
flawed or no longer meets the need of users or customers, as expectations increase due
to newer and more powerful technology that is available in the market. This has resulted
in a reclassification of the primary driver to performance and capacity, whereby the
Company balances the need to meet performance standards and system reliability for the
various technologies under this program with annual budget allocations, and their
respective technology lifecycles. This is a true balancing act that requires historical trend
analyses, technology road-mapping, and cost-control measures.

Technology solutions under this program include, but are not limited to, technology
required day-to-day to automate and enable business processes, such as Personal
Computer (PC) hardware and their operating systems, various handheld devices,
printers, configuration and management systems, productivity tools (e.g. Office 365), etc.
The costs associated with each solution can vary by the scale of the solution deployed,
as well as vendor licensing models. Therefore, each technology under this program
undergoes regular review of the levels of utilization and performance to determine if it is
meeting the expected performance standards and capacity requirements to maintain
system reliability under the established budget constraints. These reviews can result in
calling for additional investment under this program from time to time for technology either
falling behind technology lifecycles or predetermined performance standards, which can
pose risk to computing system reliability that may only be resolved with the reinstatement
of manual processes replacing automation with workforce, thereby increase labor costs,
human error, and overall processing delays.

VERSION HISTORY

Version | Author Description Date Notes
1.0 Walter Roys Initial BCJIN Draft 6/2017
11 Walter Roys Update Investment Driver 7/2019
2.0 Walter Roys Revision of BCJIN to new template 7/2020
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GENERAL INFORMATION

Requested Spend Amount $22,400,000

Requested Spend Time Period 5 years

Requesting Organization/Department Enterprise Technology
Business Case Owner | Sponsor Walter Roys | Jim Corder
Sponsor Organization/Department Enterprise Technology
Phase Monitor/Control

Category Program

Driver Performance & Capacity

1. BUSINESS PROBLEM

1.1

1.2

What is the current or potential problem that is being addressed?

Endpoint compute and productivity technology is not only subject to the
traditional mortality rate or lifecycle, but it is compounded by planned
obsolescence, also known as technology obsolescence.! That is, whereby, the
technology asset although within its functional lifespan is technologically flawed
or no longer meets the need of users or customers, as expectations increase
due to newer and more powerful technology (with greater performance and
capacity) that is available in the market.

Additionally, with the rapid pace of technological change, technology vendors
require continuous upgrades to maintain system maintenance and support,
which can include security patching, bug fixes, version upgrades,
interoperability, and compatibility with other technologies.

Discuss the major drivers of the business case (Customer Requested, Customer
Service Quality & Reliability, Mandatory & Compliance, Performance & Capacity, Asset

Condition, or Failed Plant & Operations) and the benefits to the customer

The Endpoint Compute and Productivity Systems Business Case is driven by
managing technology replacement according to manufacturer product
roadmaps with an objective to maintain infrastructure performance and align
infrastructure assets with business demand for capacity. Therefore, the major
driver for this business case is Performance & Capacity.

All Avista customers benefit from maintaining endpoint compute and productivity
systems, as this technology enables the Avista workforce to perform their day-
to-day job functions in delivering gas and electric service to our customers.

! Barreca, Stephen L. (1998-2000). Technology Lifecycles and Technology Obsolescence. Retrieved from
http://beri.com/products/publications.htm

Business Case Justification Narrative Page 2 of 11
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1.3

1.4

1.5

Identify why this work is needed now and what risks there are if not
approved or is deferred

Avista’s office, call center, and field staff require on-demand information to meet
customer expectations when providing gas and electric service to customers
across our service territory. The information can be critical to prevent, reduce,
affect, or optimize an outcome that benefits our customers. Additionally, the
endpoint compute and productivity technology is necessary to enable the
capabilities that align with our strategic goals of putting our customers at the
center.

Reliance on obsolete technology for automated business process presents
significant risk that may only be solved with the reinstatement of manual
process. Sustaining automated business process by replacing automation with
workforce would increase labor expense, and delay response times to meet
customer needs.

Identify any measures that can be used to determine whether the
investment would successfully deliver on the objectives and address the
need listed above.

Vendor roadmaps and technology asset lifecycles are data points that inform on
how best to plan replacements, while meeting business value and strategic
alignment, within the constraints of resource capacity and funding, which in turn
can result in deferred replacement introducing the risk of technology failure.
Ongoing reviews of vendor roadmap and technology asset lifecycle alignment
provide necessary information to track how much of our investment in
technology is lagging behind the vendor roadmap, and thereby introducing risk.
Additionally, assets that fail due to not being replaced within their technology
lifecycle are replaced by the Technology Failed Asset business case, which
tracks technology asset failures, and is also used as a data point to inform the
technology lifecycles under this business case.

Supplemental Information
1.5.1 Please reference and summarize any studies that support the problem

The Enterprise Technology team references various technology vendor and
third-party resources to stay informed and recommend decisions on the various
technology investments. A few sample sources are included below:

Barreca, Stephen L. (1998-2000). Technology Lifecycles and Technology
Obsolescence. Retrieved from http://bcri.com/products/publications.htm

Business Case Justification Narrative Page 3 of 11
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Directions on Roadmaps, Independent IT Planning Information and Advisory
Service focused exclusively on Microsoft enterprise software and services.
Retrieved from https://www.directionsonmicrosoft.com/

Gartner Industry Research and Reference Material. Retrieved from
https://www.gartner.com/en/information-technology

1.5.2 For asset replacement, include graphical or narrative representation of metrics
associated with the current condition of the asset that is proposed for
replacement.

Not applicable, as the investment under this program business case is to

maintain performance and capacity standards in each respective endpoint

compute and productivity technology.

This program will manage technology replacement according to manufacturer
product roadmaps with an objective to maintain infrastructure performance and align
infrastructure assets with business demand for capacity.

Although this is not the optimal solution, the recommended funding level will address
75% of obsolete products and capacity constraints, which will introduce risk
associated with technology systems’ reliability, interoperability, and capacity. The
investment required to address obsolete technology products will be deferred to
subsequent years, thereby creating a bow-wave of backed up technology
obsolescence that at some point will need to be addressed. This is no different than
pushing out buying winter tires for your car into the next winter. However, doing this
every winter may eventually catch up with you. The likelihood of technology impact
to automated business processes will increase. To minimize the impact of this risk,
the Program Steering Committee will manage project sequence according to the
investment priority documented in Section 3.2.

Option Capital Cost Start Complete
Recommended Solution — Address 75% obsolete $22.4 M 01 2021 12 2025
products and capacity constraints

Alternative #1 - Address 100% of obsolete products and $32.1 M 01 2021 12 2025
capacity constraints (recommended)

Alternative #2 - Address 50% obsolete products and $16.1 M 01 2021 12 2025
capacity constraints

Business Case Justification Narrative Page 4 of 11
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21

2.2

Describe what metrics, data, analysis or information was considered when
preparing this capital request.

The funds request was based on a calculation of the asset lifecycle associated
with each technology asset, the scope of the technology footprint across our
service territory, and historical project costs for technologies previously
refreshed under this business case. Through regular reviews, the program
balances the need to meet system performance and reliability standards for the
various technologies under this program within annual budget allocations, and
their respective technology lifecycles. These reviews can result in calling for
additional investment under this program from time to time for technology either
falling behind technology lifecycles or predetermined performance and reliability
standards.

A product obsolescence working group, consisting of Technology Domain
Architects, maintains technology roadmaps to inform Program Steering
Committee members of project demand. Project demand is assessed against
funding constraints each year and prioritized based on risk of technology impact
to the business. Various data points inform the team’s decisions and
recommendations, which include, but are not limited to vendor-driven
obsolescence, compute capacity and storage, historical project costs for similar
type projects, etc.

Discuss how the requested capital cost amount will be spent in the current
year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverables that will result from the capital spend?). Include
any known or estimated reductions to O&M as a result of this investment.

[Offsets to projects will be more strongly scrutinized in general rate cases going forward (ref. WUTC Docket No. U-190531 Policy
Statement), therefore it is critical that these impacts are thought through in order to support rate recovery.]

The funding requested under the Endpoint Compute and Productivity Business
Case will be invested in technology, such as:

Personal Computer (PC) systems
Vehicle PC mounting systems
Tablets

Print, Scan, & Fax systems

Global Positioning Systems (GPS)
Digital scale systems
Uninterruptable Power Supplies (UPS)
Other endpoint computer systems
PC Operating Systems (OS)

Virtual PC Systems

Virtualized application systems

End user PC productivity tools
Remote PC management systems
Configuration management systems

OO0OO0OO0OO0OO0OO0O0O0O0O0OO0OO0OO0ODO

@]
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2.3

2.4

0 Mobile computing systems
o Battery management systems

Investment in these technologies can result in added O&M expenses from
increase in licenses from time to time. However, not funding this business case
may result in removing automated business functions, which will either cause
delay in meeting business and customer demands or completely change
whether we can even respond to business and customer demands. There are
no O&M reductions or offsets resulting from these investments, as this
technology enables the Avista workforce to perform their day-to-day job
functions in delivering gas and electric service to our customers.

Reliance on obsolete technology for automated business process presents
significant risk that may only be solved with the reinstatement of manual
process. Sustaining automated business process by replacing automation with
workforce would increase labor expense.

Additionally, with the rapid pace of technological change, technology vendors
require continuous upgrades to maintain system maintenance and support,
which can include security patching, bug fixes, version upgrades,
interoperability, and compatibility with other technologies. These upgrades can
in turn drive subsequent system replacements, creating a cascading event of
change. Therefore, vendor roadmaps and technology asset lifecycles are data
points that inform on how best to plan replacements, while meeting business
value and strategic alignment, within the constraints of resource capacity and
funding, which in turn can result in deferred replacement introducing the risk of
technology failure.

Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.

All Avista business functions are affected by this business case, as it enables
all day-to-day work activities and automated business processes. From service
center to call center to field work, every worker requires endpoint technology to
perform their business function and deliver gas and electric service to our
customers.

Discuss the alternatives that were considered and any tangible risks and
mitigation strategies for each alternative.

Address 100% of obsolete products and capacity constraints
This is the optimal solution. This option fully addresses and minimizes the
likelihood of technology impact to automated business process.

Business Case Justification Narrative Page 6 of 11
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2.5

2.6

2.7

Address 75% of obsolete products and capacity constraints

This will introduce risk associated with technology systems reliability,
interoperability and capacity. The investment required to address obsolete
technology products is deferred to subsequent years. The likelihood of
technology impact to business is increased. To minimize the impact of this risk,
the Program Steering Committee will manage project sequence according to the
investment priority documented in Section 3.2.

Address 50% of obsolete products and capacity constraints

This will introduce risk associated with technology systems reliability,
interoperability and capacity. The investment required to address obsolete
technology products is deferred to subsequent years. The likelihood of
technology impact to business is increased. Interoperability constraints may
force unplanned funding requests. Multi-year, complex projects are at risk of
completion prior to product obsolescence. This option impacts the workforce.

Include a timeline of when this work will be started and completed.
Describe when the investments become used and useful to the customer.
spend, and transfers to plant by year.

This business case is a program that transfers to plant the total cost of each
project at the completion of every project, which can straddle calendar years.
Quarterly forecasts capture changes in transfers to plant based on project
status.

Discuss how the proposed investment aligns with strategic vision, goals,
objectives and mission statement of the organization.

The technology investments under this business case program align with
Avista’s vision to deliver ‘better energy for life’ to our customers and in the area
of ‘Perform’, which calls for “our focus on performance today to serving our
customers well and unlocking pathways to growth.”

Each investment under this business case program allows Avista to deliver
electric and gas services to our customers.

Include why the requested amount above is considered a prudent
investment, providing or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated throughout the project

The reason that the technology investment under this program business case is
prudent is because the Avista workforce requires this technology every day to
deliver gas and electric service to our customers either in an office, customer

Business Case Justification Narrative Page 7 of 11
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2.8

3.1

3.2

service center or in the field. Alternatives to each technology are considered,
yet not investing in it is not an option as automated business process would
either stop or be removed, thereby crippling our workforce’s ability to deliver gas
and electric service to our customers, respond to compliance requirements, and
conduct business operations and reporting. Additionally, a two-tiered
governance structure overseeing this business case program meets regularly to
oversee and make decisions on the needs, benefits, costs, and risks of each
investment.

Supplemental Information

2.8.1 Identify customers and stakeholders that interface with the business case

Nearly all Avista's workforce interface with the technology investments under
this business case. Selected leaders in organizational business units, known as
technology stakeholders, work closely with the technology teams to help with
business roadmaps, use case definition, gather non-functional requirements,
test design and deployment approaches to inform technology investments.

2.8.2 ldentify any related Business Cases

The technology investment under this business case allows for the deployment
and use of outputs from other business cases, such as application access and
delivery on personal computers and servers, connecting to a virtual private
network or cloud service, managing data storage and compute, security updates
and patching, etc.

Steering Committee or Advisory Group Information

The Endpoint Compute & Productivity Systems Business Case has two levels
of governance: The Program Steering Committee and the Project Steering
Committee.

Provide and discuss the governance processes and people that will
provide oversight

Program Steering Committee

This business case is a program of related projects. The Program Steering
Committee consists of members in management positions that are identified
and responsible for prioritizing the projects within this program. The Steering
Committee is also held accountable for the financial performance of this
program. The Program Steering Committee will have regular meetings to review
the progress of the program and to make decisions on the following topics:

Business Case Justification Narrative Page 8 of 11
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e Project prioritization and risk
e Approving business case funding requests
¢ New project initiation and sequencing

The Program will be facilitated and administrated by an assigned Program
Manager within the Enterprise Technology (ET) Project Management Office
(PMO) Department. The project queue will be reviewed periodically and will
consist of projects needed to maintain the reliability and performance of all
endpoint compute & productivity systems.

Technology product roadmaps identify investment demand that is generally not
fully funded. Technology product investments are prioritized in this manner:

Safety Systems

Control Systems
Customer Facing Systems
Back Office Systems

e

Project Steering Committee

Project Steering Committees act as the governing body over each individual
project within the program and will consist of key members in management
positions that are identified as responsible for the successful completion of the
scope of work identified in the Charter document for the Project. The Project
Steering Committee is responsible to provide guidance and make decisions on
key issues that affect the following topics:

Scope
Schedule
Budget
Project Issues
Project Risks

The Project Steering Committee will meet at the defined intervals documented
in the Charter of the project and will be facilitated by an assigned Project
Manager from within the ET PMO Department.

Business Case Justification Narrative Page 9 of 11
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3.3 How will decision-making, prioritization, and change requests be
documented and monitored

The governance structure under this business case program is responsible for
decision-making, prioritization, and change requests. Through the regular
Program Steering Committee Meetings, the team reviews and balances planned
work versus unplanned work to determine prioritization, as well as pending
project change requests. Any change request requiring either an increase or
decrease of funds is reviewed at the upcoming Technology Planning Group
meeting before it is submitted to the Capital Planning Group for consideration.

Business Case Justification Narrative Page 10 of 11
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The undersigned acknowledge they have reviewed the Endpoint Compute &
Productivity Systems Business Case and agree with the approach it presents.
Significant changes to this will be coordinated with and approved by the undersigned
or their designated representatives.

Signature: E’lww x@}g Date: Ju1-30-2020 | 11:48 AM PDT
Print Name: Walter Roys

Title: System Engineering Manager

Role: Business Case Owner

Signature: [y (ovder Date: Aug-03-2020 | 3:16 Pm PDT
Print Name: Jim Corder

Title: IT Director

Role: Business Case Sponsor

Signature: karun Seludy Date: Aug-03-2020 | 3:45 PM PDT
Print Name: Karen Schuh

Title: IT Program Manager

Role: Steering/Advisory Committee Review

Signature: E QM Date: Au9-03-2020 | 3:46 PM PDT
Print Name: Ané"y Lew:;;

Title: ET PMO Manager

Role: Steering/Advisory Committee Review

Template Version: 05/28/2020
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EXECUTIVE SUMMARY

Technology that enables Avista’s safety, control, customer-facing, and backoffice
systems is critical to the operations that serve our gas and electric customers. It is found
in many different environments from office locations to mountaintop sites to generation
plants across our service territory. Managing our network technologies to optimize
communications and operations of the enterprise and control systems in these locations
is extremely important. Technology investments under the Enterprise and Control
Network Infrastructure business case are needed to expand and maintain these network
assets in support of system reliability and business productivity throughout our service
territory, ensuring our ability to appropriately respond to the needs of our customers.

The technology solutions under the Enterprise and Control Network Infrastructure
business case will vary by site location and the systems supported in each facility or
environment. They will included, but are not limited to, emergency and safety systems,
control systems, customer systems, and enterprise back office productivity systems. This
infrastructure is core to utility operations, thus demanding reliable networks utilizing
commercial carrier services and private network solutions. The cost of each solution will
vary with the type of solution identified for the appropriate level of network access at each
site. Avista and its customers will experience the benefits through ongoing system
reliability.

The main driver behind this program is asset performance and capacity in alignment with
asset management strategies driven by technology lifecycles that are based on
manufacturer product roadmaps and planned obsolesces. The technology solutions
within this program undergo regular review to balance the asset management strategy
within the predetermined budget allocations. The risks of not approving this business case
at the level to which it can maintain the balance of meeting its asset management strategy
can result in unplanned failures, which result in unplanned labor and non-labor costs, risk
of delay to procure and replace the failed asset, increased safety risks in sending field
staff in extreme weather conditions to remote locations, as well as downtime to the critical
operations and safety systems supported. New investments will be required when existing
assets do not provide adequate capacity, performance, and functionality.

VERSION HISTORY

Version | Author Description Date Notes
1.0 Jim Ogle Initial BCJN Draft 6/2017
2.0 Shawna Kiesbhuy Revision of BCJN to new template 7/2020
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GENERAL INFORMATION
Requested Spend Amount $35,365,826
Requested Spend Time Period 5 years
Requesting Organization/Department Enterprise Technology
Business Case Owner | Sponsor Shawna Kiesbuy | Jim Corder
Sponsor Organization/Department Enterprise Technology
Phase Execution
Category Program
Driver Performance & Capacity

1. BUSINESS PROBLEM

1.1

1.2

1.3

What is the current or potential problem that is being addressed?

Technology that enables Avista’'s safety, control, customer-facing, and
backoffice systems is critical to the operations that serve our gas and electric
customers. It is found in many different environments from office locations to
mountaintop sites to generation plants across our service territory. Managing
our network technologies to optimize communications and operations of the
enterprise and control systems in these locations is extremely important.
Technology investments under the Enterprise and Control Network
Infrastructure business case are needed to expand and maintain these network
assets in support of system reliability and business productivity throughout our
service territory, ensuring our ability to appropriately respond to the needs of our
customers.

Discuss the major drivers of the business case (Customer Requested, Customer
Service Quality & Reliability, Mandatory & Compliance, Performance & Capacity, Asset
Condition, or Failed Plant & Operations) and the benefits to the customer

The main driver behind this program is asset performance and capacity in
alignment with asset management strategies driven by technology lifecycles
that are based on manufacturer product roadmaps and planned obsolescence.
The technology solutions within this program undergo regular review to balance
the asset management strategy within the predetermined budget allocations.

Identify why this work is needed now and what risks there are if not
approved or is deferred

The risks of not approving this business case at the level to which it can maintain
the balance of meeting its asset management strategy can result in unplanned
failures, which result in unplanned labor and non-labor costs, risk of delay to

Business Case Justification Narrative Page 2 of 9
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1.4

1.5

procure and replace the failed asset, increased safety risks in sending field staff
in extreme weather conditions to remote locations, as well as downtime to the
critical operations and safety systems supported. New investments will be
required when existing assets do not provide adequate capacity, performance,
and functionality.

Identify any measures that can be used to determine whether the
investment would successfully deliver on the objectives and address the
need listed above.

Executing planned projects will refresh assets prior to the
asset’s obsolescence and in this way, the business case should be able to
support the asset lifecycles and reduce the risk of failing assets affecting critical
business systems, processes and infrastructure reliability.

Supplemental Information

1.5.1 Please reference and summarize any studies that support the problem

Reference materials that support the needed changes in Network
technology are maintained by Technology Domain Architects within each
respective technology area.

1.5.2 For asset replacement, include graphical or narrative representation of metrics

associated with the current condition of the asset that is proposed for
replacement.

This business case is aligned with Performance & Capacity; not Asset

Management.
Option Capital Cost Start Complete
Asset replacement for optimized performance and $35,365,826 01 2021 12 2025
capacity
Do not fund the program $0 012021 12 2025
2.1 Describe what metrics, data, analysis or information was considered when

preparing this capital request.

The main driver behind this program is performance and capacity aligned with
asset management strategies driven by technology lifecycles that are based on
manufacturer product roadmaps, which can compound planned obsolescence.
The asset management strategy is critical to optimize the overall lifecycle value
of the product and reduce potential for failure or unplanned outages. Tracking
of the assets’ installation and lifecycle durations are maintained to plan the
program projects over the course of future years driving the annual budget
request to maintain the refresh roadmap.

Business Case Justification Narrative Page 3 of 9
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2.2

2.3

2.4

Discuss how the requested capital cost amount will be spent in the current
year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverables that will result from the capital spend?). Include
any known or estimated reductions to O&M as a result of this investment.

This business case includes network solutions for both expansion requirements
and systematic refresh of existing devices that provide access to our enterprise
and control networks. Life cycle schedules allow for a known number of assets,
by type, to be refreshed based on impact and likelihood of realized risk to the
environment. Historical costs and timelines provide indicators in support of the
requested allocations above.

Through roadmapping activities and known pressures on existing network
capacity, expansion work has been identified for each year. Again, using
historical data along with current product cost estimates, the team developed a
cost plan for work by year. Combined with the refresh work cost estimates, the
overall business case request amount is determined.

[Offsets to projects will be more strongly scrutinized in general rate cases going forward (ref. WUTC Docket No. U-190531 Policy
Statement), therefore it is critical that these impacts are thought through in order to support rate recovery.]

Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.

The projects in this program are standalone projects within the Enterprise and
Control Network Infrastructure business case but are dependent on length of
construction season and other geographically similar but unrelated work being
performed at impacted substations. Through those projects, business functions
and processes might be impacted but the technology upgrades being made at
the varied locations throughout Avista’s service territory should strive to
increase performance and capacity for employees in their daily work life.

Discuss the alternatives that were considered and any tangible risks and
mitigation strategies for each alternative.

Alternative 1: FUND PROGRAM BASED ON OPTIMIZED PERFORMANCE
AND ASSET MANAGEMENT

Funding the Enterprise and Control Network Infrastructure business case
minimally each year based on a reduced capital plan and request incremental
increases as projects are completed. This would result in ad-hoc funding
requests to the Capital Planning Group for work approved outside of the 5-year
capital planning process.

Business Case Justification Narrative Page 4 of 9
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2.5

2.6

2.7

Alternative 2: DO NOT FUND THE PROGRAM

Enterprise and Control Network Infrastructure projects would not be funded.
Enterprise network access, optimization and/or unfunded capacity management
could result in minimized network capacity reducing the ability to perform
ordinary and necessary daily business operations. Control network access,
optimization and/or unfunded capacity management could result in minimized
control network capacity reducing the ability to manage and control our
generation and control system assets.

Include a timeline of when this work will be started and completed.
Describe when the investments become used and useful to the customer.
spend, and transfers to plant by year.

The Enterprise and Control Network Infrastructure business case is managed
as a program of projects planned yearly. All individual projects are managed
through the PMO, which follows the Project Management Institute (PMI)
standards. Throughout the year, the business case’s projects are Initiated,
Planned, Executed, and then Completed with a Transfer to Plant for the scope
requests which over the course of a calendar year equates to the funded budget
allocation.

Discuss how the proposed investment aligns with strategic vision, goals,
objectives and mission statement of the organization.

This is a program with discrete projects that align with Avista’s vision, mission
and strategic objectives:

e The Enterprise and Control Network Infrastructure business case
investments align with Avista’s commitment to invest in its infrastructure to
achieve optimal lifecycle performance — safety, reliability, and at a fair price.
Network communications that monitor and control Avista enterprise
networks and control networks are critical in support of the bulk electric
system. The implementation of these network technologies will continue to
enable and support these critical communications in a manner that is much
safer to all workers and at all locations across Avista.

Include why the requested amount above is considered a prudent
investment, providing or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated throughout the project

Business Case Justification Narrative Page 5 of 9
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2.8

Throughout the course of a year, all project requests are vetted before the
Steering Committee to validate the request against the business case purpose
and making sure the request can be delivered within the approved funding
allocation.

Supplemental Information

Identify customers and stakeholders that interface with the business case

Within the Enterprise and Control Network Infrastructure business case, the
discrete projects interface with various internal Avista groups such as ET
engineering, Substation engineering, GPSS and Generation Plants, the
Telecommunications Shop, along with our internal business partners at various
office and remote facilities.

Steering Committee members include Business Case Sponsors, Directors and
Managers within the Enterprise Technology group along with the Business Case
Owner.

The ET Business Case Owner works in conjunction with the Project
Management Office (PMO), the assigned Program Manager, and subsequent
Project Managers.

The ET Business Case Owner is accountable and responsible for all Business
Case related activities and assignments.

2.8.1 Identify any related Business Cases
There are no related business cases.

Business Case Justification Narrative Page 6 of 9
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3.1

3.2

Steering Committee or Advisory Group Information

Steering Committee members are invaluable to the project and will provide
approval on scope, schedule, and budget related changes. Additionally, they will
provide approval on issues and risks pertaining to project deliverables outlined
in this document, which also typically have an impact on the scope, schedule,
or budget of a project. Steering Committee members will also provide approval
on Change Requests, Go-Live, and the Approval to Close document. For the
High Voltage Protection business case, the Steering Committee will consist of
the Directors and Managers within ET, Energy Delivery, GPSS and the Business
Case Owner.

Provide and discuss the governance processes and people that will
provide oversight

The Enterprise and Control Network Infrastructure Business Case has two
levels of governance; The Program Steering Committee and the Project
Steering Committee.

Program Steering Committee

This business case is a program of related projects. The Program Steering
Committee consists of members in management positions that are identified
and responsible for prioritizing the projects within this program. The Steering
Committee is also held accountable for the financial performance of this
program. The Program Steering Committee will have regular meetings to review
the progress of the program and to make decisions on the following topics:

e Project prioritization and risk
e Approving business case funding requests
e New project initiation and sequencing

The Program will be facilitated and administrated by an assigned Program
Manager within the Enterprise Technology (ET) Project Management Office
(PMO) Department. The project queue will be reviewed periodically in order to
plan and sequence work to the levels of funding allocation received.

Project Steering Committee

Project Steering Committees act as the governing body over each individual
project within the program and will consist of key members in management
positions that are identified as responsible for the successful completion of the
scope of work identified in the Charter document for the Project. The Project
Steering Committee is responsible to provide guidance and make decisions on
key issues that affect the following topics:

e Scope

Business Case Justification Narrative Page 7 of 9
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3.3

Schedule
Budget
Project Issues
Project Risks

The Project Steering Committee will meet at the defined intervals documented
in the Charter of the project and will be facilitated by an assigned Project
Manager from within the ET PMO Department.

How will decision-making, prioritization, and change requests be
documented and monitored

Project prioritization is evaluated by the management team on a monthly basis.
Each program and project steering committee meet regularly and oversees
scope, schedule and budget within their respective programs and projects and
inform the Business Case owner of any changes needing escalation to the TPG
or CPG for decision-making around resource or funding constraints.

Any changes in funding or scope are documented at the Business Case level,
via Change Request document that is presented to the CPG on a monthly basis
and evaluated by the CPG for approval.

Changes in scope, schedule, or budget are also documented through a ‘Change
Request’ at the project level and reviewed and approved through a formal
workflow process. All Enterprise technology projects in this business case are
managed through the PMO, which follows the Project Management Institute
(PMI) standards. Projects initiate with a ‘Charter’ to begin the planning process.
When planning is complete, a ‘Project Management Plan (PMP)’ is created and
approved as the projects baseline for scope, schedule and budget. At the end
of execution, an ‘Approval to Go Live' is submitted and approved prior to
implementation (Transfer to Plant). After the technology is in service and out of
the warranty period, the Project Manager will hold a Lessons Learned, and
subsequently submit an ‘Approval to Close’ prior to finishing the project. All
Monitor and Control documentation and Change Requests are documented and
stored to ensure a comprehensive audit trail.

The undersigned acknowledge they have reviewed the Facilities Driven Technology
Improvements business case and agree with the approach it presents. Significant
changes to this will be coordinated with and approved by the undersigned or their
designated representatives.

DocuSigned by:

:58 AM PDT

Signature: Shana kitshu Date: Jul-31-2020 | 8
. . 3CD905A818984C3....
Print Name: Shawna Kiesbuy
Title: Sr. Manager, Network Engineering
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Role: Business Case Owner
DocuSigned by:
Signature: James B (order Date: Aug-03-2020 | 5:52 PM PDT
Print Name: Jim Corder
Title: IT Director
Role: Business Case Sponsor
Signature: Date:
Print Name:
Title:
Role: Steering/Advisory Committee Review
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EXECUTIVE SUMMARY

Communication is at the very essence of human interaction, and thus a pillar of business
processes. The most basic form of communication among human beings is face-to-face,
which allows for both verbal and non-verbal signals to be exchanged, resulting in the most
riches of interaction. However, today’s world requires that communication be conducted
beyond face-to-face to reach people regardless of time and location. Moreover, it enables
business processes beyond people, but across systems that communicate with one
another to exchange data in near-real time, such as a phone call, or to make information
available on demand like an email waiting in your inbox accessible from any mobile device
or location.

The primary driver for the Enterprise Communication Systems business case is
performance and capacity, whereby the Company balances the need to meet
performance standards and system reliability for the various technologies under this
program with annual budget allocations, and their respective technology lifecycles.

Being no different than most businesses, Avista requires continuous communication
among our staff and customers throughout our service territory. However, to do it
effectively, we require communication technology for greater agility, flexibility, and
scalability to enable many business processes, such as 24 x 7 x 365 communication with
our gas and electric customers by telephone, fax, or email. Additionally, email, instant
messaging, text and collaboration platforms support a digital workforce that during the
COVID-19 pandemic proved very effective in supporting remote work during ‘stay at
home’ orders issued by state governments throughout our service territory.

The costs associated with each solution can vary by the scale of the solution deployed,
as well as vendor licensing models. Therefore, each technology under this program
undergoes regular review of the levels of utilization and performance to determine if it is
meeting the expected performance standards and capacity requirements to maintain
system reliability under the established budget allocations. These reviews can result in
calling for additional investment under this program from time to time for technology either
falling behind technology lifecycles or predetermined performance standards, which can
pose risk to communication system reliability or degradation that may delay
communication channels and result overall processing delays.

VERSION HISTORY

Version | Author Description Date Notes
1.0 Walter Roys Initial BCJN Draft 6/2017 1.0
1.1 Walter Roys Update Investment Driver 7/2019 11
2.0 Walter Roys Revision of BCJIN to new template 7/2020 2.0
Business Case Justification Narrative Page 1 of 10
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GENERAL INFORMATION

Requested Spend Amount $13,084,123

Requested Spend Time Period 5 years

Requesting Organization/Department Enterprise Technology
Business Case Owner | Sponsor Walter Roys | Jim Corder
Sponsor Organization/Department Enterprise Technology

Phase Monitor/Control

Category Program

Driver Performance & Capacity

1. BUSINESS PROBLEM

1.1

1.2

What is the current or potential problem that is being addressed?

Communication technology enables business processes beyond people
exchanging information, but across systems that communicate with one another
to exchange data in near-real time.

Communications technology is not only subject to the traditional mortality rate
or lifecycle, but it is compounded by planned obsolescence, also known as
technology obsolescence!. Technology obsolescence is defined as when the
technology asset, although within its functional lifespan, is technologically
flawed or no longer meets the need of users or customers, as expectations
increase due to newer and more powerful technology (with greater performance
or capacity) that is available in the market.

Additionally, with the rapid pace of technological change, technology vendors
require continuous upgrades to maintain system maintenance and support,
which can include security patching, bug fixes, version upgrades,
interoperability, and compatibility with other technologies.

Discuss the major drivers of the business case (Customer Requested, Customer
Service Quality & Reliability, Mandatory & Compliance, Performance & Capacity, Asset
Condition, or Failed Plant & Operations) and the benefits to the customer

The Enterprise Communications Systems Business Case is driven by managing
technology replacement according to manufacturer product roadmaps with an
objective to maintain infrastructure performance and align infrastructure assets
with business demand for capacity. Therefore, the major driver for this business
case is Performance & Capacity.

! Barreca, Stephen L. (1998-2000). Technology Lifecycles and Technology Obsolescence. Retrieved from
http://beri.com/products/publications.htm
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1.3

1.4

1.5

All Avista customers benefit from maintaining communication systems, as this
technology enables the Avista workforce to perform their day-to-day job
functions in delivering gas and electric service to our customers.

Identify why this work is needed now and what risks there are if not
approved or is deferred

All Avista business functions are affected by this business case, as it enables
all day-to-day work activities and automated business processes around
communications. From service center to call center to field work, every worker
requires communications systems technology to perform their business function
and deliver gas and electric service to our customers. Every customer service
call is enabled by this technology. Communications technology has been critical
in keeping our workforce connected, while many of our staff are required to work
remotely to minimize risk to those in roles of critical operations.

Reliance on obsolete communications technology for automated business
process presents significant risk that may only be solved with the reinstatement
of manual process, which can result in delay response times to meet business
demands and customer needs. Additionally, in some cases there is no manual
solution that can replace automated communication systems that provide near-
real time communication solutions.

Identify any measures that can be used to determine whether the
investment would successfully deliver on the objectives and address the
need listed above.

Vendor roadmaps and technology asset lifecycles are data points that inform on
how best to plan replacements, while meeting business value and strategic
alignment, within the constraints of resource capacity and funding, which in turn
can result in deferred replacement introducing the risk of technology failure.
Ongoing reviews of vendor roadmap and technology asset lifecycle alignment
provide necessary information to track how much of our investment in
technology is lagging behind the vendor roadmap, and thereby introducing risk.

Supplemental Information

1.5.1 Please reference and summarize any studies that support the problem

The Enterprise Technology team references various technology vendor and
third-party resources to stay informed and recommend decisions on the various
technology investments. A few sample sources are included below:

Barreca, Stephen L. (1998-2000). Technology Lifecycles and Technology
Obsolescence. Retrieved from http://bcri.com/products/publications.htm

Business Case Justification Narrative Page 3 of 10
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Directions on Roadmaps, Independent IT Planning Information and Advisory
Service focused exclusively on Microsoft enterprise software and
services. Retrieved from https://www.directionsonmicrosoft.com/

Gartner  Industry Research and Reference Material. Retrieved
from https://www.gartner.com/en/information-technology

1.5.2 For asset replacement, include graphical or narrative representation of metrics
associated with the current condition of the asset that is proposed for
replacement.

Not applicable, as the investment under this program business case is to

maintain performance and capacity standards in each respective enterprise

communications technology.

This program will manage technology replacement according to manufacturer product
roadmaps with an objective to maintain infrastructure performance and align
infrastructure assets with business demand for capacity.

The recommended solution is to address approximately 75% of obsolete
products and capacity constraints (Recommended). This will introduce risk
associated with technology systems reliability, interoperability and capacity. The
investment required to address obsolete technology products is deferred to
subsequent years. The likelihood of technology impact to business is increased. To
minimize the impact of this risk, the Program Steering Committee will manage project
sequence according to the investment priority documented in section 3.2.

Option Capital Cost Start Complete
Recommended Solution — Address ~75% of $13,084,123 01/2021 12/2025
obsolete products and capacity constraints

Alternative #1 - Address 100% obsolete products $17,195,000 01/2021 12/2025
and capacity constraints

Alternative #2 - Address 50% of obsolete products $8,597,000 01/2021 12/2025
and capacity constraints

2.1 Describe what metrics, data, analysis or information was considered when
preparing this capital request.

The funds request was based on a calculation of the asset lifecycle associated
with each technology asset, the scope of the technology footprint across our
service territory, and historical project costs for technologies previously
refreshed under this business case. Through regular reviews, the program
balances the need to meet system performance and reliability standards for the
various technologies under this program within annual budget allocations, and
their respective technology lifecycles. These reviews can result in calling for
additional investment under this program from time to time for technology either

Business Case Justification Narrative Page 4 of 10
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2.2

falling behind technology lifecycles or predetermined performance and reliability
standards.

A product obsolescence working group, consisting of Technology Domain
Architects, maintains technology roadmaps to inform Program Steering
Committee members of project demand. Project demand is assessed against
funding constraints each year and prioritized based on risk of technology impact
to the business. Various data points inform the team’s decisions
and recommendations, which include, but are not limited to vendor-
driven obsolescence, compute capacity and storage, historical project costs for
similar type projects, etc.

Discuss how the requested capital cost amount will be spent in the current
year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverables that will result from the capital spend?). Include
any known or estimated reductions to O&M as a result of this investment.

The funding requested under the Enterprise Communication Systems Business
Case will be invested in the following technologies:

Instant messaging systems

Contact Center automatic call distribution system
Contact Center scheduling and QA systems
Customer interactive voice response (IVR) system
Voice recording systems

Electronic mail and calendar system

Voicemail system

Telephone systems

Teleconferencing systems

Video conferencing systems

Conference room technology

Media Walls

Enhanced 911 emergency services

Electronic fax systems

Paging systems

Application systems to manage enterprise communication technology

Investment in these technologies can result in added O&M expenses from
licensing increases from time to time. However, not funding this business case
may result in removing automated business functions, which will either cause
delay in meeting business and customer demands or completely change
whether we can even respond to business and customer demands. There
are no O&M reductions or offsets resulting from these investments, as this
technology enables the Avista workforce to perform their day-to-day job
functions in delivering gas and electric service to our customers.

Business Case Justification Narrative Page 5 of 10
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2.3

2.4

Reliance on obsolete technology for automated business process presents
significant risk that may only be solved with the reinstatement of manual
process. Sustaining automated business process by replacing automation with
workforce would increase labor expense.

Additionally, with the rapid pace of technological change, technology vendors
require continuous upgrades to maintain system maintenance and support,
which can include security patching, bug fixes, version upgrades,
interoperability, and compatibility with other technologies. These upgrades can
in turn drive subsequent system replacements, creating a cascading event of
change. Therefore, vendor roadmaps and technology asset lifecycles are data
points that inform on how best to plan replacements, while meeting business
value and strategic alignment, within the constraints of resource capacity and
funding, which in turn can result in deferred replacement introducing the risk of
technology failure.

Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.

All Avista business functions are affected by this business case, as it enables
all day-to-day work and communications activities and automated business
processes. From service center to call center to field work, every worker requires
enterprise communication technology to perform their business function and
deliver gas and electric service to our customers. This technology is even more
important in a work from home environment to keep employees and
departments connected while minimizing risk to essential employees.

Discuss the alternatives that were considered and any tangible risks and
mitigation strategies for each alternative.

Retire assets and remove automation
This option assumes the assets would not be replaced upon end of life and be
removed from service due to product incompatibility, business risk or safety risk.

The basis for measuring the business impact of not funding this business case
is realizing the loss of business process automation. As products reach the
manufacturer-defined planned obsolescence, business process automation is
jeopardized, and business risk is increased as manufacturers cease product
maintenance and support. This condition would drive action. The alternative
could lead to a mitigation plan of having to re-instate manual business process
or eliminate the business process.

Address 100% of obsolete products and capacity constraints
This is the optimal solution. This option fully addresses and minimizes the
likelihood of technology impact to automated business process.

Business Case Justification Narrative Page 6 of 10
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2.5

2.6

2.7

Address 50% of obsolete products and capacity constraints

This will introduce risk associated with technology systems reliability,
interoperability and capacity. The investment required to address obsolete
technology products is deferred to subsequent years. The likelihood of
technology impact to business is increased. Interoperability constraints may
force unplanned funding requests. Multi-year, complex projects are at risk of
completion prior to product obsolescence. This option impacts the workforce.

Include a timeline of when this work will be started and completed.
Describe when the investments become used and useful to the customer.
spend, and transfers to plant by year.

This business case is a program that transfers to plant the total cost of each
project at the completion of every project, which can straddle calendar years.
Quarterly forecasts capture changes in transfers to plant based on project
status.

Discuss how the proposed investment aligns with strategic vision, goals,
objectives and mission statement of the organization.

The technology investments under this business case program align with
Avista’s vision to deliver ‘better energy for life’ to our customers and in the area
of ‘Perform’, which calls for “our focus on performance today to serving our
customers well and unlocking pathways to growth.”

Each investment under this business case program allows Avista to deliver
electric and gas services to our customers.

Include why the requested amount above is considered a prudent
investment, providing or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated throughout the project

The reason that the technology investment under this program business case is
prudent is because communication is at the very essence of human interaction,
and thus a pillar of business processes. As such, the Avista workforce
requires this technology every to deliver gas and electric service to our
customers either in an office, customer service center or in the field. Alternatives
to each technology are considered, yet not investing in it is not an option as
automated business process would either stop or be removed, thereby crippling
our workforce’s ability to deliver gas and electric service to our customers,
respond to compliance requirements, and conduct business operations and
reporting. Additionally, a two-tiered governance structure overseeing this
business case program meets regularly to oversee and make decisions on the
needs, benefits, costs, and risks of each investment.

Business Case Justification Narrative Page 7 of 10
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2.8 Supplemental Information

2.8.1 Identify customers and stakeholders that interface with the business case

Nearly all Avista’s workforce interface with the technology investments under
this business case. Selected leaders in organizational business units, known as
technology stakeholders, work closely with the technology teams to
help with business roadmaps, use case definition, gather non-functional
requirements, test design, and deployment approaches to inform technology
investments.

2.8.2 Identify any related Business Cases

The technology investment under this business case requires deployment and
use of outputs from other business cases, specifically delivery on personal
computers and servers, connecting to a virtual private network or cloud service,
security updates and patching, etc.

3.1 Steering Committee or Advisory Group Information

The Enterprise Communication Systems Business Case has two levels of
governance; The Program Steering Committee and the Project Steering Committee.

3.2 Provide and discuss the governance processes and people that will
provide oversight

Program Steering Committee

This business case is a program of related projects. The Program Steering
Committee consists of members in management positions that are identified and
responsible for prioritizing the projects within this program. The Steering Committee
is also held accountable for the financial performance of this program. The Program
Steering Committee will have regular meetings to review the progress of the program
and to make decisions on the following topics:

e Project prioritization and risk
e Approving business case funding requests
¢ New project initiation and sequencing

The Program will be facilitated and administrated by an assigned Program Manager
within the Enterprise Technology (ET) Project Management Office (PMO)
Department. The project queue will be reviewed periodically and will consist of
projects needed to maintain the reliability and performance of all enterprise
communication systems.

Business Case Justification Narrative Page 8 of 10
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Technology product roadmaps identify investment demand that is generally not fully
funded. Technology product investments are prioritized in this manner:

1) Safety Systems

2) Control Systems

3) Customer Facing Systems

4) Back Office Systems

Project Steering Committee

Project Steering Committees act as the governing body over each individual project
within the program and will consist of key members in management positions that
are identified as responsible for the successful completion of the scope of work
identified in the Charter document for the Project. The Project Steering Committee
is responsible to provide guidance and make decisions on key issues that affect the
following topics:

Scope
Schedule
Budget
Project Issues
Project Risks

The Project Steering Committee will meet at the defined intervals documented in the
Charter of the project and will be facilitated by an assigned Project Manager from
within the ET PMO Department.

3.3 How will decision-making, prioritization, and change requests be
documented and monitored

The governance structure under this business case program is responsible for
decision-making, prioritization, and change requests. Through the regular Program
Steering Committee Meetings, the team reviews and balances planned work versus
unplanned work to determine prioritization, as well as pending project change
requests. Any change request requiring either an increase or decrease of funds is
reviewed at the upcoming Technology Planning Group meeting before it is submitted
to the Capital Planning Group for consideration.

Business Case Justification Narrative Page 9 of 10
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The undersigned acknowledge they have reviewed the Enterprise Communications
Systems and agree with the approach it presents. Significant changes to this will be
coordinated with and approved by the undersigned or their designated

representatives.
Slgnature Eﬂ];;;l’::“&;s Date Ju1_30_2020 | 11:51 AM PDT
Print Name: Walter Roys
Title: System Engineering Manager
Role: Business Case Owner
Signature: j;u::.gbyﬁoriw Date: Aug-03-2020 | 5:43 PM PDT
Print Name: J|mCoFder
Title: IT Director
Role: Business Case Sponsor
Signature: i:mm,ﬂgm Date: Aug-03-2020 | 6:36 PM PDT
Print Name: Karen Schuh
Title: IT Program Manager
Role: Steering/Advisory Committee Review
Signature: E w Date: Aug-04-2020 | 7:27 AM PDT
Print Name: An(iy I:_eijé.
Title: ET PMO Manager
Role: Steering/Advisory Committee Review

Template Version: 05/28/2020
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EXECUTIVE SUMMARY

Enterprise Data Science is a program of opportunity. Our vision is that by democratizing data and analytics,
across the enterprise, we thereby empower our people to use their expertise, ingenuity, and innovation to
better serve our customers, communities and people. The program acts as a Center of Excellence to help
migrate the company further towards managing data as an enterprise asset. The Data Science team delivers
value thru the development of use-cases as jointly scoped and prioritized with each of the requesting
business units. Aside from the business insights derived thru use-cases developed by this team, this
program also supports change management of new analytics tools and skills development within the
enterprise to promote self-service. The budget for this program primarily consists of capital labor resources.

The Data Science program maintains an active dashboard, displayed below, of use-cases delivered since
program inception in 2017. Each use-case is tagged with the following:
e alignment with organizational goals (i.e., perform, customer, people, invent)
e functional area served (i.e., facilities, contracts, veg mgmt, etc.)
e value metric - categorized as either compliance, cost reduction, customer, inform, productivity, or
revenue growth

Investment drivers ofprogram:. ’ Roadmap — Activity Dashboard
1. performance & capacity (PRIMARY) - drive (B soyaRa e
efficiencies enterprise wide e
2. customer service quality - provide customers ; II Aroas served
with information that allows them to make ' mmnll] ull
choices that matter most to them —

Alignment

3. asset condition - provide data and analysis o —
that analyze asset performance I

4. customer requested - support new products
and services that serve the customer

Use-case

naag

Enterprise Data Science Business Case — Key Info

Capital Cost 5-year Program $9,100,000 (2021-2025)
Jurisdiction All jurisdictions (allocation)
Timeline This is ongoing program (2021-2025); with expectations to continue 2025+

Alternatives Risks (of alternatives)
Disband program Business Units exclusively perform data analytics, assuming the skills &
all employees repurposed capacity are available; analytic results could be non-uniform across org
Scale-back program Enterprise could fall behind peers with analytic skills development, thereby
some employees repurposed impacting investment drivers
Contract with 3™ Party for Data Costs are higher with 3™ party; use-case flexibility would be reduced
Science Services

VERSION HISTORY
v__ | Author Description Date Notes
1.0 | Pat Dever Initial Business Case Nov 2016 Start of program
1.1 | Nolan Steiner Change Request 2020-2024 July 2019
2.0 | Nolan Steiner Business Case 2021-2025 July 2020
Business Case Justification Narrative Page 1 of 8
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GENERAL INFORMATION

Requested Spend Amount $9,100,000

Requested Spend Time Period 5 years (2021-2025)

Requesting Organization/Department ET / Data Science (X-09)

Business Case Owner | Sponsor Nolan Steiner | Pat Dever
Sponsor Organization/Department ET / Data Science (X-09)

Phase Execution

Category Program

Driver (Primary) Performance & Capacity

1. BUSINESS PROBLEM

1.1

1.2

What is the current or potential problem that is being addressed?

This program is intended to unlock additional value contained in Avista’s enterprise data
assets, using analytic tools that enhance our enterprise capabilities. Through the
implementation of this program, users will be able to access enterprise information more
easily, better understand what the data means including how it may be related to other
disparate data sets, and how to use analytic tools that help support the development of
meaningful insights. The program has extracted key insights that benefit the customer
and other stakeholders, which may be challenging to implement on an enterprise level
in the absence of this program.

Discuss the major drivers of the business case (Customer Requested, Customer
Service Quality & Reliability, Mandatory & Compliance, Performance & Capacity, Asset
Condition, or Failed Plant & Operations) and the benefits to the customer

The Data Science program develops use-cases jointly with various business units across
the enterprise, with each business unit having their own investment driver. Based upon
the use-cases delivered by this program to date, it has predominantly supported the
‘Performance & Capacity’ investment driver. It should be noted this program already
has, or has plans in future, to develop use-cases that support all investment drivers.

As to the benefits this program has delivered to the customer, those can vary by use-
case. Some examples of customer benefits from prior use-cases include:

e reduced operating costs (i.e., customers mostly likely to switch to paperless billing)

e products that matter to customers (i.e., targeting customers most likely to adopt new
products such as community solar, roof-top solar, natural gas, etc.)

e low-income analysis (i.e., analysis supporting need to increase Oregon low-income
funding for energy efficiency programs, LIRAP analysis that shows at risk
customers that may qualify for energy program assistance).

Business Case Justification Narrative Page 2 of 8
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1.3

1.4

1.5

Identify why this work is needed now and what risks there are if not
approved or is deferred

This program was developed in 2016 in order to leverage new technologies to help drive
more efficient and prudent decision making. For Avista and its customers to benefit
from the data driven economy, data and analytics need to take on a more active and
dynamic role in supporting customer activities, which this program has taken on within
the enterprise.

Data is the raw material for any decision and many key initiatives at Avista. Data comes
both from within and outside Avista, and modern technology enables us to harness and
use it differently than in prior years. Data exists everywhere: at rest, in motion, on-
premise and in the cloud. Data volume, variety and velocity is ever-increasing, which
can be challenging to capture and retrieve without the right tools in place. With ongoing
cost pressures within the enterprise, the Data Science program can sort thru large
amounts of data to help identify cost-reduction, productivity or risk-reduction
opportunities.

Stopping or delaying this program will likely put Avista at a competitive disadvantage
to other companies that are similarly adopting data and analytic platforms and tools to
serve their customers or other stakeholders. Likewise, with a robust ongoing Data
Science program at Avista, this program helps positively differentiate our company with
insights into higher customer satisfaction, customer retention, positive community
relations, enhanced employee engagement, or other stakeholder benefits.

Identify any measures that can be used to determine whether the
investment would successfully deliver on the objectives and address the
need listed above.

The Data Science program tracks several key metrics associated with each completed
use-case, with a summary dashboard published and available for reference. The
program attempts to serve a balance of internal competing needs, rather than focus
exclusively on one functional area or one organizational goal. As such, each use-case
is described and tagged with the following:

e Organizational goals: how the use-case aligns with ‘perform, customer, people,
or invent.” The program has developed use cases aligned with each of the four
organization goals of the enterprise.

e Functional area served: identification of which department or functional group
has benefitted from the results (i.e., facilities, contracts, vegetation management,
asset management, customer service, products and services, etc.)

e Value metric: a categorized description of value, bucketed into either
‘compliance, cost reduction, customer, inform, productivity, or revenue growth’

Supplemental Information
1.5.1 Please reference and summarize any studies that support the problem

Capgemini Consulting authored a report in 2016 that provided a roadmap for
developing a Data Science program at Avista (report: “Future State Executive
Summary — Data Science Program”) Location: https://avistacorp-
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my.sharepoint.com/:p:/p/pat dever/EYsdBrTwLi5Fm-
O7X0ySQ6ABBQs1ReANN1fIiKDwW36JPRQ?e=dfGvea

1.5.2 For asset replacement, include graphical or narrative representation of metrics
associated with the current condition of the asset that is proposed for
replacement.

n/a

Option Capital Cost Start Complete

[Recommended Solution] — $9,100,000 012021 12 2025

Staffing up to proposed budget

Scale-back Program (reduce staff) >$0 and 01 2021 12 2025
<$9,100,000

Contract with 3" party for data science services >$9,100,000 012021 12 2025

2.1 Describe what metrics, data, analysis or information was considered when

2.2

2.3

preparing this capital request.

The historical spending trend of the Enterprise Data Science program has been at or near
the annual requested amounts shown in this Business Case for the past several years.
We expect the trend to be similar over the 5-year horizon from 2021-2025. The business
case owner and sponsor have previously managed to then approved budgets and will
continue to manage current and future spending to the approved budget resulting from
the Funds Request corresponding with this Business Case.

Discuss how the requested capital cost amount will be spent in the current
year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverables that will result from the capital spend?). Include
any known or estimated reductions to O&M as a result of this investment.

This Business Case is primarily comprised of capital labor resources, with minimal
O&M allocation for the entire Data Science program. The proportion of capital labor
resources is forecasted to continue for the duration of the 5-year capital plan horizon.
As mentioned previously, this program develops use-cases on behalf of other business
units, some of which may lead to cost reductions or productivity enhancements within
the business units themselves. Those results and budget impacts are monitored within
the respective business units.

[Offsets to projects will be more strongly scrutinized in general rate cases going forward (ref. WUTC Docket No. U-190531 Policy
Statement), therefore it is critical that these impacts are thought through in order to support rate recovery.]

Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.

The results of each use-case are delivered to the business units for their further
assessment and/or adoption into existing processes. Any process changes are managed
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2.4

2.5

2.6

2.7

and valued at the business unit level. Data Science often delivers automated updates of
use-case results for ongoing benefit to the requesting business unit.

Discuss the alternatives that were considered and any tangible risks and
mitigation strategies for each alternative.

Avista Data Science Team - Data is a valuable asset that can be used to gain new
insights and uncover hidden opportunities. It is a renewable resource that can be used to
gain insights across the enterprise. It is important to have a team of Data Analysts,
Engineers and Scientists that fully understand our business and culture. By exposing
our data assets to business analysts, we gain significant value toward business
outcomes.

Outsource Data Science to 3™ Party — Knowing our business and culture are keys to
the success of using data to help inform the business. Outsourcing the analyst work
would miss opportunities and reduce the continuity of the program.

Include a timeline of when this work will be started and completed.
Describe when the investments become used and useful to the customer.
spend, and transfers to plant by year.

This program delivers two packages per year, each package containing completed use-
cases for the applicable period. The packages delivered are considered used-and-useful,
and transferred to plant as part of the routine Project Management protocol for such
transfers. The use-cases in each package serve each of the four organizational goals of
our company, including ‘customer’. Documentation of use-cases and packages is
completed according to protocol and retrievable as needed.

Discuss how the proposed investment aligns with strategic vision, goals,
objectives and mission statement of the organization.

This is a program that completes use-cases to serve business unit requests, as they are
further defined and prioritized based upon available resources and then-relevant
business needs. As stated previously, this program is intended to provide insights using
data to enable more informed decision making — whether that decision making is at the
strategic level, operational level, or exploratory level. ~ Each use case is tagged with
one of the organizational goals of the company (customer, people, perform, invent) to
ensure alignment between the program and the corporate strategic vision.

Include why the requested amount above is considered a prudent
investment, providing or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated throughout the project

The requested amount is a prudent investment to develop a regimented data and
analytics program that delivers useful business insights for more informed decision
making. The investment supports our people in learning new tools to advance
competencies necessary to improve Avista’s competitive position for advanced
analytics. These analytics and resulting insights will enable us to continually improve
how we serve the customer, our people, and innovative solutions to new challenges as
they arise.
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2.8 Supplemental Information

2.8.1 Identify customers and stakeholders that interface with the business case

Key point: Data touches all areas of

our company, can produce more
Sta ke h O | d e rS value for all areas

Customer

Technology & uston Generation
Security o

Employees

Accounting &
Finance

Gas Operations

Management "o | Shareholder

S

2.8.2 Identify any related Business Cases

The below listed business cases are related, but not dependent upon Enterprise
Data Science. Data Science will be able to leverage value from these other

business cases, and vice versa, from an analytics standpoint.

Sales Force — CXP

AMI — Washington

Energy Imbalance Market

Data and Analytic Platform - AWS

3.1 Steering Committee or Advisory Group Information

The Data Science Steering Committee meets, at minimum, once per month to review
budget (spend vs budget), as well as a review of active use cases and upcoming resource
needs to fill near-term use-cases under consideration. Notes of Steering Committee
meetings are archived for reference, and action items or priorities are also advanced

where necessary as a result of such meetings.
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3.2

3.3

Provide and discuss the governance processes and people that will
provide oversight

The Project Manager assigned to Data Science coordinates the monthly SteerCo
meetings and, in concert with the Data Science management team, develops the slide
deck for discussion at SteerCo. Participants of the monthly SteerCo meeting include:

o Pat Dever — Chief Data Strategist

o Nolan Steiner — Manager Data Science

o Hossein Nikdel — Director Application and Innovation
o Mike Mudge — Data Deliver Manager

o Jason Pegg — Enterprise Data Architect

o Tom Heavey — Enterprise Application Architect

o Jim Kensok — VP, CIO

Outside of the formal SteerCo meetings, the Chief Data Strategist consults regularly
with his manager, the VP CIO, to discuss issues and obtain input as needed.

How will decision-making, prioritization, and change requests be
documented and monitored

Day-to-day decision making within the program is handled by the Data Science team,
with the Director consulted for direction when needed. Ad hoc meetings occur several
times per day, to discuss activity and progress of ongoing use-cases. For planning
purposes, the Data Science team meets every two weeks for sprint planning to manage
priorities within the team and across other teams in which there are dependencies.
Every other week has a standing formal team meeting to address any other relevant
issues that need to be shared for further discussed with the entire team. Decisions related
to budgets are typically escalated first to the Manager Data Science, then to the Chief
Data Strategist. Periodically, we may seek direction from VP of ET/IT to provide
guidance and alignment.

Change requests to budgets, if warranted, are documented by the Data Science team,
PMO and FP&A.

The undersigned acknowledge they have reviewed the Enterprise Data Science business case
and agree with the approach it presents. Significant changes to this will be coordinated with
and approved by the undersigned or their designated representatives.
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EXECUTIVE SUMMARY

Technology that enables Avista’s safety, control, customer-facing, and backoffice systems is
critical to the operations that serve our gas and electric customers. It is found in many different
environments from office locations to mountaintop sites to call centers across our service area.
Managing the facility and power environments to optimally run the systems housed in these
locations is extremely important, as environmental condition changes can adversely affect them.
The parameters monitored and controlled include but are not limited to temperature, humidity, fire
protection, and backup power supply systems. If these parameters should fall outside of the
device specification levels, it can cause damage to the technology equipment impacting business
automation processes.

The technology solutions under the Environmental Control & Monitoring Systems business case
will vary by site location and systems supported in each facility or environment. They may include
uninterrupted power sources to allow systems to continue operating while waiting for an auxiliary
power source to come online, such as an emergency generator. In fact, on a mountain top, heated
and cooled enclosures are critical to assuring technology housed in that facility is maintained at
the proper temperature despite changes in outside weather. The cost of each solution will vary
with the type of solution identified for each site. However, location can also affect cost based on
the remoteness and extreme conditions affecting that particular location. Avista and its customers
can experience the benefits through ongoing system reliability.

The main driver behind this program is asset condition aligned with asset management strategies
driven by technology lifecycles that are based on manufacturer product roadmaps, which can
compound planned obsolescence. The asset management strategy is critical to optimize the
overall lifecycle value of the product and reduce potential for failure or unplanned outages. The
technology solutions under this program undergo regular review to balance the asset
management strategy within the predetermined budget allocations. The risks of not approving this
business case at the level to which it can maintain the balance of meeting its asset management
strategy can result in unplanned failures, which result in unplanned labor and non-labor costs,
risk of delay to procure and replace the failed asset, increase safety risk to send field staff in
extreme weather conditions to remote locations, as well as downtime to the critical operations
and safety systems that it supports.

VERSION HISTORY

Version | Author Description Date Notes
1.0 Michael Busbhy Original business case request 7/2017
11 Michael Beil Updated investment driver 7/2019
2.0 Michael Bushy Narrative added to new template 7/2020
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GENERAL INFORMATION

Requested Spend Amount $5,000,000

Requested Spend Time Period 5 years

Requesting Organization/Department Enterprise Technology

Business Case Owner | Sponsor Michael Busby | Jim Corder
Sponsor Organization/Department Enterprise Technology

Phase Execution

Category Program

Driver Asset Condition

1. BUSINESS PROBLEM

1.1

1.2

1.3

What is the current or potential problem that is being addressed?

Technology that enables Avista’s safety, control, customer-facing, and back office
systems is critical to the operations that serve our gas and electric customers. It is found
in many different environments from office locations to mountaintop sites to call centers
across our service area. Managing the facility and power environments to optimally run
the systems housed in these locations is extremely important, as environmental
condition changes can adversely affect them. The parameters monitored and controlled
include but are not limited to temperature, humidity, fire protection, and backup power
supply systems. If these parameters should fall outside of the device specification
levels, it can cause damage to the technology equipment impacting business
automation processes.

Discuss the major drivers of the business case (Customer Requested, Customer
Service Quality & Reliability, Mandatory & Compliance, Performance & Capacity, Asset

Condition, or Failed Plant & Operations) and the benefits to the customer

The main driver behind this program is asset condition aligned with asset management
strategies driven by technology lifecycles that are based on manufacturer product
roadmaps, which can compound planned obsolescence. The asset management
strategy is critical to optimize the overall lifecycle value of the product and reduce
potential for failure or unplanned outages.

Identify why this work is needed now and what risks there are if not
approved or is deferred

The technology solutions under this program undergo regular review to balance the
asset management strategy within the predetermined budget allocations. The risks of
not approving this business case at the level to which it can maintain the balance of
meeting its asset management strategy can result in unplanned failures, which result
in unplanned labor and non-labor costs, risk of delay to procure and replace the failed
asset, increase safety risk to send field staff in extreme weather conditions to remote
locations, as well as downtime to the critical operations and safety systems that it
supports.
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1.4

1.5

Identify any measures that can be used to determine whether the
investment would successfully deliver on the objectives and address the
need listed above.

The main driver behind this program is asset condition aligned with asset management
strategies driven by technology lifecycles. Executing planned projects will refresh
assets prior to the asset’s obsolescence and in this way, the business case should be
able to support the asset lifecycles and reduce the risk of failing assets affecting critical
business systems and processes.

Supplemental Information

1.5.1 Please reference and summarize any studies that support the problem
See below for supporting details.
1.5.2 For asset replacement, include graphical or narrative representation of metrics

associated with the current condition of the asset that is proposed for
replacement.

EMERGENCY GENERATORS (EGEN)

Emergency Generator assets are located at facilities where critical technologies are
located. We currently have 16 generators in portfolio. They have a 20-year life cycle.

Age Count
0-5 Yrs. 2
5-10 Yrs. 7
10-15

Yrs. 1
15-20

Yrs. 1
20-25

Yrs. 0
> 25Yrs. 5
Total 16

We have 5 generators that are past their end of life and need to be refreshed. We have 2
generators that will reach their end of life over the next 5 years.

UNINTERRUPTIBLE POWER SYSTEMS (UPS)

Uninterruptible power systems used to provide AC or DC power voltages to equipment
during the loss of utility power events and/or during emergency generator startup. We
currently have 59 UPS systems in portfolio. They have a 5-year life cycle.

Age Count
0-1 Yrs. 5
1-2 Yrs. 9
2-3 Yrs. 5
3-4 Yrs. 16
Business Case Justification Narrative Page 3 of 10
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4-5Yrs. 4
>5Yrs. 20
Total 59

We have 20 UPS systems beyond their end of life. 4 of these will be addressed in 2020.

DC RECTIFIERS

DC Rectifier systems are used to convert AC power to DC power. Some of Avista’'s
technology assets have DC power supply requirements. We have 69 DC Rectifiers in
portfolio. They have a 10-year life cycle.

Age Count
0-3 Yrs. 6
3-6 Yrs. 6
6-9 Yrs. 25
9-12 Yrs. 7
12-15 Yrs. 0
> 15 Yrs. 25
Total 69

We have 25 Rectifiers beyond their end of life. We will have 7 more Rectifiers reach their
end of life within the next 5 years.

DC BATTERIES

DC Batteries store electrical energy used to provide power to technology equipment during
loss of AC power event. We have 2 type of DC batteries in portfolio. A standard and a “Long
Life” Valve Regulated Lead Acid (VRLA) battery. The Standard VRLA battery has a 5-year
life cycle. The “Long Life” VRLA battery has a 15-year life cycle. We currently have 55
Standard VRLA battery banks and 11 “Long Life” Battery banks in portfolio.

5 Year Lifespan 15 Year Lifespan
Age Count Age Count
0-1 Yrs. 2 0-3 Yrs. 0
1-2 Yrs. 11 3-6 Yrs. 0
2-3 Yrs. 4 6-9 Yrs. 1
3-4 Yrs. 1 9-12 Yrs. 1
4-5Yrs. 1 12-15 Yrs. 5
>5Yrs. 36 > 15 Yrs. 4
Total 55 Total 11
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36 of the Standard VRLA battery banks are beyond their end of life, 14 of which are planned
to be replaced in 2020. 4 “Long Life” VRLA battery banks are beyond their end of life. 6
“Long Life” VRLA Battery banks will reach end of life over the next 5 years.

HVAC SYSTEMS

HVAC Systems monitor and control the environments temperature and/or humidity. Avista’s
technology assets may experience physical damage if operated in temperatures and/or
humidifies outside of their specifications. We do not currently have a good inventory of our
old HVAC systems. The old HVAC systems are simple in wall Air conditioning units. As they
are failing, we are replacing them with a more industrial grade systems with heat pump
capabilities. There are 9 new HVAC systems in portfolio. The new HVAC systems have a
20-year life cycle. None of them will reach end of life within the next 5 years.

Option Capital Cost Start Complete
Optimized Asset Replacement $5,000,000 01 2021 12 2025
Asset Replacement when Obsolete $7,965,000 01 2021 12 2025
Asset Replacement upon Failure $6,207,500 01 2021 12 2025

2.1 Describe what metrics, data, analysis or information was considered when
preparing this capital request.

The main driver behind this program is asset condition aligned with asset management
strategies driven by technology lifecycles that are based on manufacturer product
roadmaps, which can compound planned obsolescence. The asset management
strategy is critical to optimize the overall lifecycle value of the product and reduce
potential for failure or unplanned outages. Tracking of the assets’ installation and
lifecycle durations are maintained to plan the program projects over the course of future
years driving the annual budget request to maintain the refresh roadmap.

2.2 Discuss how the requested capital cost amount will be spent in the current
year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverables that will result from the capital spend?). Include
any known or estimated reductions to O&M as a result of this investment.

The requested capital cost amount per year has been calculated to deliver projects
which align with the asset lifecycles that are based on manufacturer product roadmaps.
This asset management strategy is critical to optimize the overall lifecycle value of the
product and reduce potential for failure or unplanned outages. The technology solutions
under this program undergo regular review to balance the asset management strategy
within the predetermined budget allocations. The risks of not approving this business
case at the level to which it can maintain the balance of meeting its asset management
strategy can result in unplanned failures, which result in unplanned labor and non-labor
costs, risk of delay to procure and replace the failed asset, increase safety risk to send
field staff in extreme weather conditions to remote locations, as well as downtime to the
critical operations and safety systems that it supports.
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2.3

2.4

2.5

Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.

Technology that enables Avista’s safety, control, customer-facing, and back office
systems is critical to the operations that serve our gas and electric customers. It is found
in many different environments from office locations to mountaintop sites to call centers
across our service area. Managing the facility and power environments to optimally run
the systems housed in these locations is extremely important, as environmental
condition changes can adversely affect them. The parameters monitored and controlled
include but are not limited to temperature, humidity, fire protection, and backup power
supply systems. If these parameters should fall outside of the device specification
levels, it can cause damage to the technology equipment impacting business
automation processes. Maintaining the environmental assets through this business
case allows for the refresh of the asset proactively in order to not affect the critical
business functions and processes housed at these locations.

Discuss the alternatives that were considered and any tangible risks and
mitigation strategies for each alternative.

Alternative 1: Asset Replacement When Obsolete

This alternative maintains all Environmental Control and Monitoring systems in
alignment with product lifecycles. This is not the recommended option because it would
result in high variability in funding and staffing levels throughout the 5-year plan.

Alternative 2: Asset Replacement upon Failure

This alternative replaces equipment only upon failure. This option introduces high risk
to the company because failed assets will create significant loss of automated business
processes. Mitigating this loss will result in increased asset management costs to
maintain spare inventory. These costs are not accounted for in the estimate. This option
assumes 50% of all obsolete assets will fail or become incompatible.

Include a timeline of when this work will be started and completed.
Describe when the investments become used and useful to the customer.
spend, and transfers to plant by year.

The Environmental Control and Monitoring Systems business case is managed as a
program of projects planned yearly which align with asset lifecycles that are based on
manufacturer product roadmaps. All individual projects are managed through the PMO,
which follows the Project Management Institute (PMI) standards. Throughout the year,
the business case’s projects are Initiated, Planned, Executed, and then Completed with
a Transfer to Plant for the installed assets which over the course of a calendar year
equates to the funded budget. Within this business case, there is one blanket project
for battery refreshes which Transfers to Plant on a monthly basis.
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2.6

2.7

2.8

Discuss how the proposed investment aligns with strategic vision, goals,
objectives and mission statement of the organization.

This is a program with discrete projects that align with Avista’s vision, mission and
strategic objectives:

e To provide Better Energy for Life, you need systems that function at an optimal level
to deliver electricity and gas in a safe and reliable manner. The team supporting the
environmental control and monitoring systems is highly skilled and responsive to
the needs of these systems so critical business services continue to be delivered
without interruption.

Include why the requested amount above is considered a prudent
investment, providing or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated throughout the project

Based on the individual asset data listed above, the requested funding amount will allow
for a group of discrete projects each year which will strive to maintain a refresh cycle
ahead of the assets’ obsolescence reducing the risk of unplanned failures, which result
in unplanned labor and non-labor costs, risk of delay to procure and replace the failed
asset, increase safety risk to send field staff in extreme weather conditions to remote
locations, as well as downtime to the critical operations and safety systems that it
supports.

Supplemental Information

2.8.1 Identify customers and stakeholders that interface with the business case

Within the Environmental Control and Monitoring Systems business case, the projects
interface with various internal Avista groups such as ET engineering, the
Telecommunications Shop, real estate, contracting, and accounts payable to name a
few. While in the field, the teams also interface with landowners, local governments,
environmental groups, and others related to mountaintop sites, office locations, and
shared substations.

Steering Committee members include Business Case Sponsors, Directors and
Managers within the Enterprise Technology group long with the Business Case Owner.

The ET Business Case Owner works in conjunction with the Project Management Office
(PMO), and assigned Program Manager, and subsequent Project Managers.

The ET Business Case Owner is accountable and responsible for all Business Case
related activities and assignments.

2.8.2 ldentify any related Business Cases
There are no related business cases currently.
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3.1

3.2

Steering Committee or Advisory Group Information

Steering Committee members are invaluable to the project and will provide approval on
scope, schedule, and budget related changes. Additionally, they will provide approval
on issues and risks pertaining to project deliverables outlined in this document, which
also typically have an impact on the scope, schedule, or budget of a project. Steering
Committee members will also provide approval on Change Requests, Go-Live, and the
Approval to Close document. For the Environmental Control and Monitoring business
case, the Steering Committee will consist of the Directors and Managers within ET and
the Business Case Owner.

Provide and discuss the governance processes and people that will
provide oversight

The Environmental Control and Monitoring systems Business Case has two levels of
governance; The Program Steering Committee and the Project Steering Committee.

Program Steering Committee

This business case is a program of related projects. The Program Steering Committee
consists of members in management positions that are identified and responsible for
prioritizing the projects within this program. The Steering Committee is also held
accountable for the financial performance of this program. The Program Steering
Committee will have regular meetings to review the progress of the program and to
make decisions on the following topics:

e Project prioritization and risk
e Approving business case funding requests
o New project initiation and sequencing

The Program will be facilitated and administrated by an assigned Program Manager
within the Enterprise Technology (ET) Project Management Office (PMO) Department.
The project queue will be reviewed periodically and will consist of projects needed to
maintain the reliability and performance of all Environmental Control and Monitoring
systems.

Product roadmaps identify investment demand that is generally not fully funded.
Product investments are prioritized in this manner:

1) Safety Systems

2) Control Systems

3) Customer Facing Systems
4) Back Office Systems

Project Steering Committee

Project Steering Committees act as the governing body over each individual project
within the program and will consist of key members in management positions that are
identified as responsible for the successful completion of the scope of work identified
in the Charter document for the Project. The Project Steering Committee is responsible
to provide guidance and make decisions on key issues that affect the following topics:
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3.3

Scope
Schedule
Budget
Project Issues
Project Risks

The Project Steering Committee will meet at the defined intervals documented in the
Charter of the project and will be facilitated by an assigned Project Manager from within
the ET PMO Department.

How will decision-making, prioritization, and change requests be
documented and monitored

Project prioritization is evaluated by the management team on a weekly basis. Each
program and project steering committee meet regularly and oversees scope, schedule
and budget within their respective programs and projects and inform the Business Case
owner of any changes needing escalation to the TPG or CPG for decision-making
around resource or funding constraints.

Any changes in funding or scope are documented at the Business Case level, via
Change Request document that is presented to the CPG on a monthly basis and
evaluated by the CPG for approval.

Changes in scope, schedule, or budget are also documented through a ‘Change
Request’ at the project level and reviewed and approved through a formal workflow
process. All Enterprise technology projects in this business case are managed through
the PMO, which follows the Project Management Institute (PMI) standards. Projects
initiate with a ‘Charter’ to begin the planning process. When planning is complete, a
‘Project Management Plan (PMP)’ is created and approved as the projects baseline for
scope, schedule and budget. At the end of execution, an ‘Approval to Go Live’ is
submitted and approved prior to implementation (Transfer to Plant). After the
technology is in service and out of the warranty period, the Project Manager will hold a
Lessons Learned, and subsequently submit an ‘Approval to Close’ prior to finishing the
project. All Monitor and Control documentation and Change Requests are documented
and stored to ensure a comprehensive audit trail.
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Page 78 of 277



DocuSign Envelope ID: 9A219921-7E2A-43AF-8C4D-B4EED256E6E6 Exh. JMK-2

Environmental Control & Monitoring Systems

The undersigned acknowledge they have reviewed the Environmental Control &
Monitoring Systems business case narrative and agree with the approach it
presents. Significant changes to this will be coordinated with and approved by the
undersigned or their designated representatives.

DocuSigned by:

Signature: Midiadl, sy Date:  2U1730-2020 | 1:40 pu POT
Print Name: Michael Busby

Title: Mgr., IT Operations

Role: Business Case Owner

Signature: j:m::gkardw Date: Aug-03-2020 | 3:17 PM PDT
Print Name: fj.mg;g‘;

Title: IT Director

Role: Business Case Sponsor

Signature: Date:

Print Name:

Title:

Role: Steering/Advisory Committee Review

Template Version: 05/28/2020

Business Case Justification Narrative Page 10 of 10

Page 79 of 277



DocuSign Envelope ID: DDE44FBC-AF8A-463B-9804-1242EE07F83D Exh. JMK-2

ET Modernization and Operational Efficiency

EXECUTIVE SUMMARY

As the utility industry undergoes transformation into digitalization, the growth of business
application technology continues to enable automation and manual business processes
to provide safe and reliable gas and electric service to our customers. This growth in
business application technology creates an intricate tapestry that require ancillary tools
and systems to deliver and support Company-wide solutions. Essentially, business
application technology requires shared platforms and management tools to increase the
quality, stability, and delivery velocity to meet business goals and meet expectations from
our customers.

The Enterprise Technology (“ET”) Modernization and Operational Efficiency Business
Case is primarily driven by performance and capacity to support business application
implementation, development, operations, support, delivery automation, and data
delivery. Put another way, this program focuses on the tools and systems used by the
technology teams to deliver solutions to the rest of the organization.

The cost of these solutions varies by scale of footprint and vendor licensing models.
Therefore, technology under this program undergoes regular review of the levels of
utilization and performance to determine if it is meeting the expected performance
standards and capacity requirements to maintain business application system reliability
under the established budget allocations, and their respective technology lifecycles.
These reviews can result in calling for additional investment under this program from time
to time for technology either falling behind technology lifecycles or predetermined
performance standards. The technology tools and systems under this program benefit all
Avista customers, as they support business application systems throughout the
Company. Not approving this business case or its recommended funding can pose risks
to the reliability of the tools and systems the technology team uses to support the rest of
the organization.

VERSION HISTORY

Version | Author Description Date Notes
1.0 Jason Pegg Initial BC Narrative 1.0 7/2017 1.0
2.0 Andy Leija Revised BC Narrative 2.0 7/2020 2.0
Business Case Justification Narrative Page 1 of 11
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GENERAL INFORMATION

Requested Spend Amount $10,252,000

Requested Spend Time Period 5 Years

Requesting Organization/Department Enterprise Technology

Business Case Owner | Sponsor Andy Leija | Hossein Nikdel, Pat Dever,

Clay Storey, Jim Corder, Jim Kensok

Sponsor Organization/Department Enterprise Technology
Phase Execution

Category Program

Driver Performance & Capacity

1. BUSINESS PROBLEM

1.1

1.2

What is the current or potential problem that is being addressed?

The growth in business application technology, as part of the transformation of
the utility industry, requires ancillary tools and systems to deliver and support
Company-wide technology solutions. Essentially, business application
technology requires shared platforms and management tools to increase the
quality, stability, and delivery velocity to meet business goals and meet
expectations from our customers. These platforms and tools fit into two
categories, those shared across the entire Avista Organization and those
specific to the needs of the Enterprise Technology (ET) department as tools to
support business applications.

Discuss the major drivers of the business case (Customer Requested, Customer
Service Quality & Reliability, Mandatory & Compliance, Performance & Capacity, Asset

Condition, or Failed Plant & Operations) and the benefits to the customer

The Enterprise Technology Modernization and Operational Efficiency (ETMOE)
Business Case is primarily driven by performance and capacity to support
business application implementation, development, operations, support,
delivery automation, and data delivery. Put another way, this program focuses
on the tools and systems used by the technology teams to deliver solutions to
the rest of the organization. The technology tools and systems under this
program benefit all Avista customers, as they support business application
systems throughout the Company.

Business Case Justification Narrative Page 2 of 11
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1.3

1.4

1.5

Identify why this work is needed now and what risks there are if not
approved or is deferred

These technology platforms and tools provide functional enhancements that
address ongoing changes in the workplace, provide increased employee
efficiency through the reduction of steps required to complete a task, and make
better use of Avista resources. They shift efforts from inefficient processes to
more value-driven activities by leveraging the technology to meet both planned
and unplanned business needs.

Not approving the technology investments under this business case results in
technology platforms and tools falling behind their technology vendor required
upgrades, which in turn hinders any support needed for business applications
or information storage and workflow management used daily for investment
planning and delivery, managed file transfers, pre-production testing, and
technology lifecycle management. For example, this is very similar to not
furnishing a mechanic with either the tools or equipment necessary and required
to fix a car when it breaks down or does not perform as expected. The
technology teams would be hindered in their ability to assist or repair business
applications and their respective information storage and workflows when they
become unresponsive or inoperable, especially for reoccurring issues where
root cause analysis is necessary to prevent future events or incidents.

Identify any measures that can be used to determine whether the
investment would successfully deliver on the objectives and address the
need listed above.

Vendor roadmaps and technology asset lifecycles are data points that inform on
how best to plan replacements for existing technology under the ETMOE
program, while meeting business value and strategic alignment, within the
constraints of resource capacity and funding, which in turn can result in deferred
replacement introducing the risk of technology failure. Ongoing reviews of
vendor roadmap and technology asset lifecycle alignment provide necessary
information to track how much of our investment in technology is lagging behind
the vendor roadmap, and thereby introducing risk to supporting business
application systems and their corresponding and respective automated
business processes.

Supplemental Information

1.5.1 Please reference and summarize any studies that support the problem

ET Modernization and Operational Efficiency Monthly Stakeholder and Steering
Committee teams references various technology vendor and third-party
resources to stay informed and recommend decisions on the various technology
investments. A few sample sources are included below:

Business Case Justification Narrative Page 3 of 11
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e Roadmaps for specific platforms and tools, such as Opentext (for
Enterprise Content Management) and Biztalk (for Enterprise Service
Bus) are examples of vendor roadmaps regularly referenced.

e Gartner Industry Research and Reference Material. Retrieved from
https://www.gartner.com/en/information-technology

1.5.2 For asset replacement, include graphical or narrative representation of metrics
associated with the current condition of the asset that is proposed for
replacement.

Not applicable, as the investment under this program business case is to

maintain performance and capacity standards in each respective technology

that falls within it.

Option Capital Cost Start Complete

Recommended Solution — Fund at level to sustain $10.252 M 01 2021 12 2025
existing technology tools and enterprise-wide
systems, including required license renewals

Alternative #1 — Reduced funding by deferring $8.7 M 01 2021 12 2025
license renewal funding requests into the in-year
CPG review process

Alternative #2 — Reduced funding by removing IT $8.252 M 01 2021 12 2025
Service Management investment to upgrade
outdated Tracker/Resource Library custom-coded
system

2.1 Describe what metrics, data, analysis or information was considered when
preparing this capital request.

These estimates were derived from calculated employee and contract labor
costs for the primary teams working in this business case area, as well as
historical trends, product roadmaps and high-level industry estimates for
technology products. High level estimates are collected by the business level
subject matter expert(s), technology domain architect(s), and delivery
management team(s).

Upstream investment in enhancements and upgrades to these platforms can
result in savings by not incurring downstream costs when applications break, or
simply stated, avoid costs associated with system inoperability that can hinder
worker productivity. Non-production systems (such as Azure DevOps) allows
the organization to test enhancements, upgrades and new implementations
prior to deployment in production. This results in reduced errors in production
systems, which could also affect employees and customers negatively, from
untested changes or upgrades.

Business Case Justification Narrative Page 4 of 11
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2.2 Discuss how the requested capital cost amount will be spent in the current
year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverables that will result from the capital spend?). Include
any known or estimated reductions to O&M as a result of this investment.

[Offsets to projects will be more strongly scrutinized in general rate cases going forward (ref. WUTC Docket No. U-190531 Policy
Statement), therefore it is critical that these impacts are thought through in order to support rate recovery.]

The funding requested under the ETMOE Business Case will be invested in
technology, such as:

IT Incident and Asset Management — Replacements for existing,
custom-coded, and outdated IT incident and asset management tools
(Tracker and Resource Library) to support Avista’s technology service
workflows, incident, and asset management.

Content and Workflow Platforms — Enhancement and upgrades for
platforms that allow for content storage and sharing, such as ECM and
SharePoint, as well as organizational workflows.

Non-production Environment & Data Management — Enhancements
and new system implementations required to support continuous
integration, QA and other automations, data management, and new
development environments (which improves developer efficiency and
overall systems security).

ET Portfolio Management — Ongoing enhancements to portfolio and
project management systems to support the evolving needs of
technology investment planning and delivery, while capturing
contemporaneous project artifacts that document governance.
Application Lifecycle Management Tools — Ongoing enhancements to
the systems and platforms that support application development,
delivery, and integration for consistent deployment and delivery of
changes and upgrades on a multitude of business application systems
that enable business processes across the organization.

Shared Systems and Tooling — Ongoing enhancements to and
expansion of automation and tracking tools (such as AppDynamics) that
provide Operations and Software Development teams with insight into
application usage, issues, network connectivity, and more. Also includes
integration of systems across Avista utilizing Microsoft Biztalk to assist in
process and information sharing for platforms supported by other
business cases such as CC&B and Maximo.

Managed File Transfer — Ongoing enhancements to and expansion of
Avista’s managed file transfer system (GlobalScape), which allows for
the secure transfer of data from one location to another, both internally
and externally. This can include transactions with sensitive and highly
sensitive information.

Business Case Justification Narrative Page 5 of 11
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2.3

Reliance on obsolete technology for automated business process presents
significant risk that may only be solved with the reinstatement of manual
process. In some cases, reinstating manual processes is not even an option, as
technology has completely introduced system requirements in information
storage, access, and transactions among systems greater and faster than any
human being is able to store, access, or transact. Sustaining automated
business process by replacing automation with workforce would increase labor
expense in the few areas where removing business process automation is
possible.

Additionally, with the rapid pace of technological change, technology vendors
require continuous upgrades to maintain system maintenance and support,
which can include security patching, bug fixes, version upgrades,
interoperability, and compatibility with other technologies. These upgrades can
in turn drive subsequent system replacements. Therefore, vendor roadmaps
and technology asset lifecycles are data points that inform on how best to plan
replacements, while meeting business value and strategic alignment, within the
constraints of resource capacity and funding, which in turn can result in deferred
replacement introducing the risk of technology failure.

Impacts to O&M can occur and be both positive and negative as a result of multi-
year, pre-pay license agreements that are capitalized under this business case.
However, these changes can vary from year to year depending on the system
or tool up for license renewal and the licensing model being offered by the
technology vendor. This makes forecasting product license renewal costs quite
challenging.

Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.

These technology platforms are used by all areas of the organization, or they
furnish tools for the technology team to support other business application
systems. The business function or processes that may be impacted include, but
are not limited to:

e Meeting gas Maximum Allowable Operating Pressure (MAOP)
compliance document storage requirements and Ilabor relations
bargaining unit documentation and decisions;

e Workflow management used daily for Accounts Payable invoice
processing and approvals;

¢ Investment planning and delivery for technology investments across the
organizations, including project management and artifact storage and
approval workflows:

e Near real time transaction of data from enterprise systems, such as our
customer care billing and asset management system;

Business Case Justification Narrative Page 6 of 11
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e Managed file transfers for internal and external movement of information
among systems and third parties;

e Pre-production environment testing and quality assurance tools to
minimize or avoid errors in production systems from upgrades or changes
to application business systems;

e Root cause analyses tool to identify cause for faster operational
remediation;

¢ Information storage for technology lifecycle management, and

e Workflow processes for technology incident management and change
approval.

2.4 Discuss the alternatives that were considered and any tangible risks and
mitigation strategies for each alternative.

Alternative #1 — Reduced funding by deferring license renewal funding
requests into the in-year CPG review process

One alternative is to defer funding to support license renewals to in-year
requests from the Capital Planning Group (CPG). For example, multi-year, pre-
pay renewal for a root cause identification and analysis tool, such as App
Dynamics could be deferred until the renewal year with a funding request to the
CPG. The risk of deferring this funding request is that if the funds are not
available during the required period, the license renewal can lapse, thereby
leaving the system out of software license compliance and in some cases losing
access to functionality from the technology vendor.

Alternative #2 — Reduced funding by removing IT Service Management
investment to upgrade outdated Tracker/Resource Library custom-coded
system

This alternative would remove the IT Service Management project from the
roadmap and replace it with a smaller amount of funding ($100,000 per year) to
attempt enhancements to our existing tools, Tracker and Resource Library. This
Alternative runs the risk of keeping Avista on tools that are written in outdated,
custom code. There is also no guarantee that these existing systems can be
enhanced to the degree necessary to meet the required capabilities of
technology asset management and incident management.

So, while feasible, these funding alternatives reduce efficiencies, increase
complexity in system interoperability, and add risk to system reliability, which
can put our workforce at peril of not being able to perform their job functions.

Business Case Justification Narrative Page 7 of 11
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2.5

2.6

2.7

2.8

Include a timeline of when this work will be started and completed.
Describe when the investments become used and useful to the customer.
spend, and transfers to plant by year.

This business case is a program that transfers to plant the total cost of each
sub-project at the completion of every project, which can straddle calendar
years. Quarterly forecasts capture changes in transfers to plant based on project
status.

Discuss how the proposed investment aligns with strategic vision, goals,
objectives and mission statement of the organization.

The technology investments under this business case program align with
Avista’s vision to deliver ‘better energy for life’ to our customers and in the area
of ‘Perform’, which calls for “our focus on performance today to serving our
customers well and unlocking pathways to growth.”

Each investment under this business case program allows Avista to maintain
system reliability to deliver electric and gas services to our customers.

Include why the requested amount above is considered a prudent
investment, providing or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated throughout the project

The platforms and tools under the ETMOE Business Case provide essential
functions to Avista’s workforce and customers throughout all service territories.
These vital systems require systematic upgrades and enhancements to
maintain reliability, interoperability, and reduce security vulnerabilities.

The reason that the technology investment under this program business case is
prudent is because the Avista workforce requires this technology every day to
deliver gas and electric service to our customers either in an office, customer
service center or in the field. Alternatives to each technology are considered,
yet not investing in it is not an option as automated business process would
either stop or be removed, thereby crippling our workforce’s ability to deliver gas
and electric service to our customers, respond to compliance requirements, and
conduct business operations and reporting. Additionally, a two-tiered
governance structure overseeing this business case program meets regularly to
oversee and make decisions on the needs, benefits, costs, and risks of each
investment.

Supplemental Information
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3.1

2.8.1 Identify customers and stakeholders that interface with the business case

Nearly all Avista’s workforce interface with the technology investments under
this business case, depending on the application systems being used to perform
any given business function. In some cases, the technology investments are
primarily interfacing with the technology operations teams whose job is to
support business application systems.

The stakeholders that interface directly with the business case include, the
ETMOE Business Case Sponsors and Owner who work in conjunction with the
assigned Program Manager, and subsequent Project Managers. The Business
Technology Analyst (BTA) team is also engaged at all levels.

2.8.2 ldentify any related Business Cases

The ET Modernization and Operational Efficiency Business Case works closes
with all other Enterprise Technology business cases to determine which
platforms and tools provide functionality to all areas of the business, as opposed
to department specific platforms and tools that respond to specific business unit
needs.

Steering Committee or Advisory Group Information

The ETMOE Business Case consists of Program Steering Committees and the
Project Steering Committee for respective project investments.

The ET Modernization and Operational Efficiency Business Case has four levels
of governance: The Executive Technology Steering Committee (ETSC);
Technology Planning Group (TPG) of Directors; Integrated Oversight
Committee (IOC), and Program/Project Steering Committees. Applicable
stakeholders and disciplines meet regularly to govern the business case and
subsequent programs and projects.

The 10C evaluates and compares all the application portfolio project priorities
on a weekly basis, utilizing risk, capacity, and other situational factors to ensure
each planned project is meeting critical milestones. The TPG sets priority across
the technology investment portfolio, balancing: strategic alignment, business
value, and customer benefits, as driven by the strategic initiatives established
by the ETSC.

The Capital Planning Group (CPG), an independent body, establishes funding
allocations for each Business Case across the enterprise. The Business Case
is largely limited by the funding allocation and resource capacity (staff) to meet
its goals. The funding is generally established at the Business Case level by the
CPG. The resource capacity constraint is generally managed by the TPG and
the Business Case owner. Once the two constrains are established, the
Business Case owner will work with steering committee(s) to set project priority

Business Case Justification Narrative Page 9 of 11
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and sequence over a five-year planning period, subject to additional funding
changes as directed by the CPG.

3.2 How will decision-making, prioritization, and change requests be
documented and monitored

The governance structure under this business case program is responsible for
decision-making, prioritization, and change requests. Through the regular
Program Steering Committee Meetings, the team reviews and balances planned
work versus unplanned work to determine prioritization, as well as pending
project change requests. Any change request requiring either an increase or
decrease of funds is reviewed at the upcoming Technology Planning Group
meeting before it is submitted to the Capital Planning Group for consideration.

The undersigned acknowledge they have reviewed the Enterprise Technology
Modernization and Operational Efficiency and agree with the approach it presents.
Significant changes to this will be coordinated with and approved by the undersigned
or their designated representatives.

DocuSigned by:
Signature: E e //.I Date: Jul-30-2020 | 7:03 PM PDT
8155CEEEFA02587 ... :
Print Name: Andy Leija
Title: IT Manager
Role: Business Case Owner
Docusigned by
Signature: Hassvin, MEM Date- Jul-31-2020 | 7:44 AM PDT
. — EAEZDACTEEATATF..
Print Name: Hossein Nikdel
Title: Director, App and Sys Planning
Role: Business Case Sponsor
DocuSigned by:
Signature: /[\),DM_, Date:  Aug-01-2020 | 8:03 Aw PDT
. BDEFGEE1TE EABA...
Print Name: Pat Dever
Title: Director, Data Science
Role: Business Case Sponsor
Signature: (Lay Storey Date:  Jul-31-2020 | 2:54 PMm PDT
Print Name: Clay Storey
Title: Director, Enterprise Security
Role: Business Case Sponsor
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Print Name: Jim Corder
Title: Director, Infrastructure Technology
Role: Business Case Sponsor
Signature: EIZP_GWSE Date:  Aug-03-2020 | 3:26 PM PDT
Print Name: Ji‘vae'n'éok
Title: Chief Info. & Security Officer
Role: Business Case Sponsor
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EXECUTIVE SUMMARY

Technology that enables Avista’s safety, control, customer-facing, and backoffice systems is
critical to the operations that serve our gas and electric customers. Avista utilizes leased fiber
optic cables to transport primarily Emergency and Control network data. Avista’s current contracts
for leased fiber network services expire in 2027. Transitioning Avista’s Emergency and Control
network data from leased network services to private network infrastructure will align with the
long-term network strategy to maintain control of these critical data sources and reduce expense
costs to the company.

The technology solutions under the Fiber Network Leased Service Replacement business case
will vary by site location. There are 54 known outstanding segments to be replaced and they are
represented in the estimated build costs per segment, which collectively provides the overall
funding need. Failure to accomplish this work by the end of the existing lease date would add
significant costs to the leased circuits still in service at the end of the contract. Avista and its
customers can experience the benefits through ongoing system reliability and appropriate
oversight and management of our networks serving our Emergency and Control network data.
The main driver behind this project is performance and capacity, driven by the total cost of
ownership of the networks required for Emergency and Control data and assets.

VERSION HISTORY

Version | Author Description Date Notes
1.0 Michael Bushy Original business case request 712017
11 Michael Beil Updated investment driver 7/2019
2.0 Shawna Kiesbuy Narrative added to new template 72020
Business Case Justification Narrative Page 1 of 9
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GENERAL INFORMATION

Requested Spend Amount $15,200,000

Requested Spend Time Period 5 years

Requesting Organization/Department Enterprise Technology

Business Case Owner | Sponsor Shawna Kiesbuy | Jim Corder
Sponsor Organization/Department Enterprise Technology

Phase Execution

Category Program

Driver Performance & Capacity

1. BUSINESS PROBLEM

1.1

1.2

What is the current or potential problem that is being addressed?

Avista utilizes leased fiber optic cable to transport primarily Safety and Control
(S&C) data. The leased fiber is an operating expense. The lease rates were
established during the sale of Avista Communication’s subsidiary. An
Indefensible Right to Use (IRU) was established to benefit Avista Utilities with
rates well below market. The IRU expires in 2027 with an option to renew for 5
years.

Transitioning Avista’s S&C network data from leased network services to private
network infrastructure aligns with the long-term network strategy and will reduce
risk along with Operate & Maintain (O&M) costs to the company.

The project work started in 2018 and identified at least 54 segments and a total
of approximately 200 miles of leased fiber to be replaced with Avista owned
private fiber. The anticipated complexity associated with rights of ways,
permitting, construction and coordination with other parties such as city/county
planning departments, contractors and internal Avista departments, or to partner
with complementary projects, will influence the pace of work to complete the
transition to private fiber is important to successfully meet the 2027 deadline.

Discuss the major drivers of the business case (Customer Requested, Customer
Service Quality & Reliability, Mandatory & Compliance, Performance & Capacity, Asset

Condition, or Failed Plant & Operations) and the benefits to the customer

Investment in private network transport and technology to service S&C
communication systems is an established industry standard. The private
network investment is designed to best fit the communication requirements of
industrial control and safety systems. The reliability and predictability of a
private network is a business value. Public carrier leased services are best fit
for customer and back office communications. The investment in private
network is tied to the Performance & Capacity investment driver.

Business Case Justification Narrative Page 2 of 9

Page 92 of 277



DocuSign Envelope ID: EEBCCEEC-13E9-4065-AAA0-3243A686E592 Exh. JMK-2

Fiber Network Leased Service Replacement

1.3

1.4

1.5

Identify why this work is needed now and what risks there are if not
approved or is deferred

The work to move from leased fiber to private fiber is timebound by the
expiration of lease agreements all of which are due to end by 2027. As noted
above, there are many factors that can consume periods of time per segment to
complete the work and therefore any delays in executing on this work would risk
the ability to finalize work and therefore terminate contracts for leased segments
per current agreements. There is also benefit to the company by having full
control over fiber segments for these critical E&C communication paths.

While the current agreements may allow for extension of the lease terms, there
are increased O&M costs to do so. Avista is proactively working to prevent any
additional O&M costs by implementing privately owned fiber prior to having to
execute on any lease extensions.

Identify any measures that can be used to determine whether the
investment would successfully deliver on the objectives and address the
need listed above.

Timely implementation and transfer to plant such that all segments are
completed prior to an IRU or segment lease expiration will determine success.
The completion and transfer to plant will occur over time as each
segment/project is completed.
Supplemental Information
1.5.1 Please reference and summarize any studies that support the problem

The leased fiber terms detail costs associated with the expiration date.

1.5.2 For asset replacement, include graphical or narrative representation of metrics
associated with the current condition of the asset that is proposed for
replacement.

This business case is aligned with Performance & Capacity.

Option Capital Cost Start Complete

Recommended Solution - Replace each identified $15,200,000 01 2021 12 2025
segment of leased fiber optic cable with Avista
owned/private fiber to meet the fiber lease
agreement deadline.

Alternative #1 — Fund at 80%, and risk not meeting $12,160,000 01 2021 12 2025
the fiber lease agreement deadline in 2027, resulting
in higher unplanned O&M annual costs

Do not fund the program $0 01 2021 12 2025

21

Describe what metrics, data, analysis or information was considered when
preparing this capital request.

The requested amount of $15,200,000 reflects the total estimated cost of
implementing Avista privately owned fiber optic cable for all applicable IRU
segments through the year 2025. Yearly allocation and project prioritization are

Business Case Justification Narrative Page 3 of 9
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2.2

2.3

2.4

set based on the output of annual budget planning activities. These activities
take into account estimated completion dates of in-flight work, areas of high risk,
and length of the construction season. Adjustments are requested and approved
by the Steering Committee throughout each calendar year to accommodate any
changes to the plan.

Discuss how the requested capital cost amount will be spent in the current
year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverables that will result from the capital spend?). Include
any known or estimated reductions to O&M as a result of this investment.

The technology improvements invested under this business case benefit all
customers across our service territory by investing in the privately-owned fiber
optic cable segments thereby mitigating the potential of increased O&M costs
for leased fiber in the future and having full control of the fiber. With
management oversight from the Program Steering Committee, projects initiated
through the Fiber Network Leased Service Replacement (FNLSR) business
case, will be reviewed and sequenced in this business case on a per project
basis spending the funded capital up to the approved allocation.

[Offsets to projects will be more strongly scrutinized in general rate cases going forward (ref. WUTC Docket No. U-190531 Policy
Statement), therefore it is critical that these impacts are thought through in order to support rate recovery.]

Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.

The projects in this FNLSR business case are standalone projects but are
dependent on length of construction season, right of way approvals, permitting
and other similar but potentially unrelated work being performed at or near each
identified segment. Through those projects, business functions and processes
might be impacted but the technology upgrades being made at the varied
locations throughout Avista’s service territory should strive to increase
performance and capacity for employees in their daily work life while providing
a safe and reliable infrastructure for Avista to deliver energy to customers.

Discuss the alternatives that were considered and any tangible risks and
mitigation strategies for each alternative.

Alternative 1: Fund at 80%, and risk not meeting the fiber lease agreement
deadline in 2027, resulting in higher unplanned O&M annual costs

Funding the FNLSR business case minimally each year based on a reduced
capital plan and request incremental increases as projects are completed. This
would result in ad-hoc funding requests to the Capital Planning Group (CPG) for
work approved outside of the 5-year capital planning process. Risks related to
the FNLSR work, such as proactively working to reduce O&M costs and

Business Case Justification Narrative Page 4 of 9
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2.5

2.6

2.7

providing the private fiber to carry S&C communication, would be mitigated at a
much slower pace than if the program were funded as requested, and may
resulotin higher unplanned O&M annual costs if the 2027 deadline is missed.

Alternative 2: Do not fund the program

FNLSR projects would not be funded and therefore the planned move from
leased fiber to privately owned fiber that provides the benefits noted above
would not be achieved.

Include a timeline of when this work will be started and completed.
Describe when the investments become used and useful to the customer.
spend, and transfers to plant by year.

The FNLSR business case is managed as a program of projects planned yearly.
All individual projects are managed through the PMO, which follows the Project
Management Institute (PMI) standards. Throughout the year, the business
case’s projects are Initiated, Planned, Executed, and then Completed with a
Transfer to Plant for the scope requests which over the course of a calendar
year equates to the funded budget allocation.

Discuss how the proposed investment aligns with strategic vision, goals,
objectives and mission statement of the organization.

This is a program with discrete projects that align with Avista’s vision, mission
and strategic objectives:

e The FNLSR business case aligns with Avista’s commitment to invest in its
infrastructure to achieve optimal lifecycle performance — safety, reliability,
and at a fair price. Data communications that monitor and control Avista
systems are critical in the support of energy delivery. The move from leased
to privately owned fiber will continue to enable and support critical
communications in a manner that increases reliability and manage costs.

Include why the requested amount above is considered a prudent
investment, providing or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated throughout the project

Throughout the course of a year, all project requests are vetted before the
Steering Committee to validate the request against the business case purpose
and making sure the request can be delivered within the approved funding
allocation.

Business Case Justification Narrative Page 5 of 9
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2.8

3.1

3.2

Supplemental Information
Identify customers and stakeholders that interface with the business case

Within the FNSLR business case, the discrete projects interface with various
internal Avista groups such as Enterprise Technology engineering,
Transmission and Distribution, Real Estate, the Telecommunications Shop,
along with other internal business partners at various office and substation
facilities.

Steering Committee members include Business Case Sponsors, Directors and
Managers within the Enterprise Technology group along with the Business Case
Owner.

The ET Business Case Owner works in conjunction with the Project
Management Office (PMO), the assigned Program Manager, and subsequent
Project Managers.

The ET Business Case Owner is accountable and responsible for all Business
Case related activities and assignments.

2.8.1 Identify any related Business Cases
There are no related business cases. FNLSR is a standalone business case.

Steering Committee or Advisory Group Information

Steering Committee members are invaluable to the project and will provide
approval on scope, schedule, and budget related changes. Additionally, they will
provide approval on issues and risks pertaining to project deliverables outlined
in this document, which also typically have an impact on the scope, schedule,
or budget of a project. Steering Committee members will also provide approval
on Change Requests, Go-Live, and the Approval to Close document. For the
FNLSR business case, the Steering Committee will consist of the Directors and
Managers within ET, Energy Delivery, GPSS and the Business Case Owner.

Provide and discuss the governance processes and people that will
provide oversight

The FNLSR Business Case has two levels of governance; The Program
Steering Committee and the Project Steering Committee.

Program Steering Committee

Business Case Justification Narrative Page 6 of 9

Page 96 of 277



DocuSign Envelope ID: EEBCCEEC-13E9-4065-AAA0-3243A686E592 Exh. JMK-2

Fiber Network Leased Service Replacement

3.3

This business case is a program of related projects. The Program Steering
Committee consists of members in management positions that are identified
and responsible for prioritizing the projects within this program. The Steering
Committee is also held accountable for the financial performance of this
program. The Program Steering Committee will have regular meetings to review
the progress of the program and to make decisions on the following topics:

e Project prioritization and risk
e Approving business case funding requests
¢ New project initiation and sequencing

The Program will be facilitated and administrated by an assigned Program
Manager within the Enterprise Technology (ET) Project Management Office
(PMO) Department. The project queue will be reviewed periodically in order to
plan and sequence work to the levels of funding allocation received.

Project Steering Committee

Project Steering Committees act as the governing body over each individual
project within the program and will consist of key members in management
positions that are identified as responsible for the successful completion of the
scope of work identified in the Charter document for the Project. The Project
Steering Committee is responsible to provide guidance and make decisions on
key issues that affect the following topics:

Scope
Schedule
Budget
Project Issues
Project Risks

The Project Steering Committee will meet at the defined intervals documented
in the Charter of the project and will be facilitated by an assigned Project
Manager from within the ET PMO Department.

How will decision-making, prioritization, and change requests be
documented and monitored

Project prioritization is evaluated by the management team on a monthly basis.
Each program and project steering committee meet regularly and oversees
scope, schedule and budget within their respective programs and projects and
inform the Business Case owner of any changes needing escalation to the
Technology Planning Group (TPG) or CPG for decision-making around
resource or funding constraints.

Business Case Justification Narrative Page 7 of 9
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Any changes in funding or scope are documented at the Business Case level,
via a Change Request document that is presented to the CPG on a monthly
basis and evaluated by the CPG for approval.

Changes in scope, schedule, or budget are also documented through a ‘Change
Request’ at the project level and reviewed and approved through a formal
workflow process. All Enterprise Technology projects in this business case are
managed through the PMO, which follows the Project Management Institute
(PMI) standards. Projects initiate with a ‘Charter’ to begin the planning process.
When planning is complete, a ‘Project Management Plan (PMP)’ is created and
approved as the projects baseline for scope, schedule and budget. At the end
of execution, an ‘Approval to Go Live’ is submitted and approved prior to
implementation (Transfer to Plant). After the technology is in service and out of
the warranty period, the Project Manager will hold a Lessons Learned, and
subsequently submit an ‘Approval to Close’ prior to finishing the project. All
Monitor and Control documentation and Change Requests are documented and
stored to ensure a comprehensive audit trail.

The undersigned acknowledge they have reviewed the Fiber Network Leased
Service Replacement business case and agree with the approach it presents.
Significant changes to this will be coordinated with and approved by the undersigned
or their designated representatives.

DocuSigned by:

Signature: Cloawins, kicsh Date: Ju1-31-2020 | 9:00 AM PDT
Print Name: 7Sﬁg$§/ﬂﬁgmﬁi'esbuy

Title: Sr. Manager, Network Engineering

Role: Business Case Owner

Signature: jamsbﬁordw Date:  Ju1-31-2020 | 5:17 PM PDT
Print Name:  Jim Corder

Title: Director, Information Technology

Role: Business Case Sponsor

Signature: Date:

Print Name:

Title:

Role: Steering/Advisory Committee Review
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EXECUTIVE SUMMARY

Technology that enables Avista’s safety, control, customer-facing, and backoffice
systems is critical to the operations that serve our gas and electric customers. It is found
in many different environments from office locations to mountaintop sites to substations
across our entire service territory. Technology investments under the High Voltage
Protection business case are needed to provide high voltage protection for
communication circuits in high voltage areas in support of employee and public safety,
system reliability, and business productivity throughout our service territory.

Under CenturyLink (formerly known as Qwest Communications), Tariff FCC Number 1,
Section 13.7, Avista is required to provide high voltage protection for leased
communication circuits in high voltage areas newer than September 12, 1994. If Avista
does not meet the tariff requirements, telecommunication companies can turn off
communication circuits to substations until Avista electrically isolates the copper wire
coming into a substation, thereby affecting phone, modem, SCADA, and other metering
and monitoring systems at substations. This infrastructure is core to utility operations,
thus demanding safe and reliable networks. This business case will meet the needs of
this tariff and ensure investments are made to minimize risk regarding personal safety for
all workers in and around these high voltage areas. The cost of each solution has
historically proven symmetrical across substations, and we have been able to leverage
that data to estimate costs based on the number of sites outstanding. Avista and its
customers will experience the benefits through ongoing attention to safety and system
reliability.

VERSION HISTORY

Version | Author Description Date Notes
1.0 Jim Ogle Initial BCIN Draft 6/2017
2.0 Shawna Kiesbuy Revision of BCJN to new template 7/2020
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GENERAL INFORMATION

Requested Spend Amount $1,850,000

Requested Spend Time Period 5 years

Requesting Organization/Department Enterprise Technology

Business Case Owner | Sponsor Shawna Kiesbuy | Jim Corder
Sponsor Organization/Department Enterprise Technology

Phase Execution

Category Mandatory

Driver Mandatory & Compliance

1. BUSINESS PROBLEM

1.1

1.2

1.3

What is the current or potential problem that is being addressed?

Under CenturyLink (formerly known as Qwest Communications), Tariff FCC
Number 1, Section 13.7, Avista is required to provide high voltage protection for
leased communication circuits in high voltage areas newer than September 12,
1994. If Avista does not meet the tariff requirements, telecommunication
companies can turn off communication circuits to substations until Avista
electrically isolates the copper wire coming into a substation, thereby affecting
phone, modem, SCADA, and other metering and monitoring systems at
substations. This infrastructure is core to utility operations, thus demanding safe
and reliable networks. This business case will meet the needs of this tariff and
ensure investments are made to minimize risk regarding personal safety for all
workers in and around these high voltage areas. The cost of each solution has
historically proven symmetrical across substations, and we have been able to
leverage that data to estimate costs based on the number of sites outstanding.
Avista and its customers will experience the benefits through ongoing attention
to safety and system reliability.

Discuss the major drivers of the business case (Customer Requested, Customer
Service Quality & Reliability, Mandatory & Compliance, Performance & Capacity, Asset
Condition, or Failed Plant & Operations) and the benefits to the customer

The technology improvements invested under this business case will provide
protection for communication circuits in high voltage areas in support of
employee and public safety, system reliability, and business productivity
throughout our service territory. They are tied to the Mandatory and Compliance
investment driver.

Identify why this work is needed now and what risks there are if not
approved or is deferred

Avista facilities providing service to electric power generating, switching, or
distribution station may require the use of Special High Voltage Protection (HVP)

Business Case Justification Narrative Page 2 of 9
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1.4

1.5

Apparatuses such as isolation or neutralization devices. These devices are to
protect against the effects of Ground Potential Rise (GPR) and induction caused
by faults in a customer’s electric power system. The special protection
precautions are intended to minimize electrical hazards to personnel and
prevent electrical damage to telecommunications equipment and facilities. The
risks of not approving this business case and its funding request will result in an
inability to adequately support the safety of personnel near high voltage
equipment where unprotected communication circuits exist. Additionally,
termination of services by the telecommunications circuit provider could occur if
their HVP requirements are not met. This would impact Avista’s ability to safely
and reliably control and monitor our substation and transmission facilities.

Identify any measures that can be used to determine whether the
investment would successfully deliver on the objectives and address the
need listed above.

The investment and work involved to implement has been produced and proved
successful in previous projects. As the design standards are such that
repeatable success can be achieved, there is minimal risk of not meeting the
desired protection objectives with appropriate funding allocations and a properly
trained and skilled workforce.

Supplemental Information

1.5.1 Please reference and summarize any studies that support the problem

CenturyLink (formerly known as Qwest Communications), Tariff FCC Number
1, Section 13.

1.5.2 For asset replacement, include graphical or narrative representation of metrics
associated with the current condition of the asset that is proposed for
replacement.

This is not an asset replacement driven business case. It is instead driven by an
FCC requirement to meet safety compliance for leased communication circuits
in high voltage areas.

Option Capital Cost Start Complete

Recommended Solution — Replace copper $1,850,000 01 2021 12 2024
communication with fiber for protection of
equipment and personnel by 2024

Alternative #1 — Fund at 80% to replace copper $1,480,000 01 2021 12 2025
communication with fiber for protection of equipment
and personnel by 2025

Alternative #2 — Do not fund the program $0 01 2021 12 2025

Business Case Justification Narrative Page 3 of 9
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2.2

2.3

2.4

Describe what metrics, data, analysis or information was considered when
preparing this capital request.

The requested amount of $1,850,000 reflects the total estimated cost of
implementing HVP solutions at all applicable substations through the year 2024.
Yearly allocation and project prioritization are set based on the output of annual
budget planning activities. These activities take in to account estimated
completion dates of in-flight work, areas of high risk, and length of the
construction season. Adjustments are requested and approved by the Steering
Committee throughout each calendar year to accommodate any changes to the
plan.

Discuss how the requested capital cost amount will be spent in the current
year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverables that will result from the capital spend?). Include
any known or estimated reductions to O&M as a result of this investment.

The technology improvements invested under this business case benefit all
customers across our service territory by investing in the high voltage protection
technology solution thereby mitigating the voltage protection risk. With
management oversight from the Program Steering Committee, projects initiated
through the High Voltage Protection business case, will be reviewed and
sequenced this business case on a per project basis spending the funded capital
up to the approved allocation.

[Offsets to projects will be more strongly scrutinized in general rate cases going forward (ref. WUTC Docket No. U-190531 Policy
Statement), therefore it is critical that these impacts are thought through in order to support rate recovery.]

Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.

The projects in this program are standalone projects within the High Voltage
Protection business case but are dependent on length of construction season
and other geographically similar but unrelated work being performed at
impacted substations. Through those projects, business functions and
processes might be impacted but the technology upgrades being made at the
varied locations throughout Avista’s service territory should strive to increase
performance and capacity for employees in their daily work life.

Discuss the alternatives that were considered and any tangible risks and
mitigation strategies for each alternative.

Alternative 1: Fund program at an 80% level and through 2025

Funding the High Voltage Protection business case minimally each year based
on a reduced capital plan and request incremental increases as projects are
completed. This would result in ad-hoc funding requests to the Capital Planning
Group for work approved outside of the 5-year capital planning process. Safety

Business Case Justification Narrative Page 4 of 9
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2.5

2.6

2.7

risks related to the High Voltage Protection work would be mitigated at a much
slower pace than if the program were funded as requested.

Alternative 2: Do not fund the program

High Voltage Protection projects would not be funded. Personnel and
equipment safety risks would remain at unprotected substation locations and
telecommunication carriers would be able to deny service at the same
unprotected locations.

Include a timeline of when this work will be started and completed.
Describe when the investments become used and useful to the customer.
spend, and transfers to plant by year.

The High Voltage Protection business case is managed as a program of projects
planned yearly. All individual projects are managed through the PMO, which
follows the Project Management Institute (PMI) standards. Throughout the year,
the business case’s projects are Initiated, Planned, Executed, and then
Completed with a Transfer to Plant for the scope requests which over the course
of a calendar year equates to the funded budget allocation.

Discuss how the proposed investment aligns with strategic vision, goals,
objectives and mission statement of the organization.

This is a program with discrete projects that align with Avista’s vision, mission
and strategic objectives:

e The HVP initiative aligns with Avista’s commitment to invest in its
infrastructure to achieve optimal lifecycle performance — safety, reliability,
and at a fair price. Data communications that monitor and control Avista
substations are critical in the support of bulk electric system. The
implementation of HVP technology will continue to enable and support these
critical communications in a manner that is much safer to all workers in and
around the substation locations.

Include why the requested amount above is considered a prudent
investment, providing or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated throughout the project

Throughout the course of a year, all project requests are vetted before the
Steering Committee to validate the request against the business case purpose
and making sure the request can be delivered within the approved funding
allocation.

Business Case Justification Narrative Page 5 of 9
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2.8

3.1

3.2

Supplemental Information
Identify customers and stakeholders that interface with the business case

Within the High Voltage Protection business case, the discrete projects interface
with various internal Avista groups such as ET engineering, Substation
engineering, the Telecommunications Shop, along with our internal business
partners at various office and substation facilities.

Steering Committee members include Business Case Sponsors, Directors and
Managers within the Enterprise Technology group along with the Business Case
Owner.

The ET Business Case Owner works in conjunction with the Project
Management Office (PMO), the assigned Program Manager, and subsequent
Project Managers.

The ET Business Case Owner is accountable and responsible for all Business
Case related activities and assignments.

2.8.1 Identify any related Business Cases
There are no related business cases. HVP is a standalone business case.

Steering Committee or Advisory Group Information

Steering Committee members are invaluable to the project and will provide
approval on scope, schedule, and budget related changes. Additionally, they will
provide approval on issues and risks pertaining to project deliverables outlined
in this document, which also typically have an impact on the scope, schedule,
or budget of a project. Steering Committee members will also provide approval
on Change Requests, Go-Live, and the Approval to Close document. For the
High Voltage Protection business case, the Steering Committee will consist of
the Directors and Managers within ET, Energy Delivery, GPSS and the Business
Case Owner.

Provide and discuss the governance processes and people that will
provide oversight

The High Voltage Protection Business Case has two levels of governance; The
Program Steering Committee and the Project Steering Committee.

Program Steering Committee

Business Case Justification Narrative Page 6 of 9
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3.3

This business case is a program of related projects. The Program Steering
Committee consists of members in management positions that are identified and
responsible for prioritizing the projects within this program. The Steering
Committee is also held accountable for the financial performance of this
program. The Program Steering Committee will have regular meetings to review
the progress of the program and to make decisions on the following topics:

e Project prioritization and risk
e Approving business case funding requests
¢ New project initiation and sequencing

The Program will be facilitated and administrated by an assigned Program
Manager within the Enterprise Technology (ET) Project Management Office
(PMO) Department. The project queue will be reviewed periodically in order to
plan and sequence work to the levels of funding allocation received.

Project Steering Committee

Project Steering Committees act as the governing body over each individual
project within the program and will consist of key members in management
positions that are identified as responsible for the successful completion of the
scope of work identified in the Charter document for the Project. The Project
Steering Committee is responsible to provide guidance and make decisions on
key issues that affect the following topics:

Scope
Schedule
Budget
Project Issues
Project Risks

The Project Steering Committee will meet at the defined intervals documented
in the Charter of the project and will be facilitated by an assigned Project
Manager from within the ET PMO Department.

How will decision-making, prioritization, and change requests be
documented and monitored

Project prioritization is evaluated by the management team on a monthly basis.
Each program and project steering committee meet regularly and oversees
scope, schedule and budget within their respective programs and projects and
inform the Business Case owner of any changes needing escalation to the TPG
or CPG for decision-making around resource or funding constraints.

Business Case Justification Narrative Page 7 of 9
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Any changes in funding or scope are documented at the Business Case level,
via Change Request document that is presented to the CPG on a monthly basis
and evaluated by the CPG for approval.

Changes in scope, schedule, or budget are also documented through a ‘Change
Request’ at the project level and reviewed and approved through a formal
workflow process. All Enterprise technology projects in this business case are
managed through the PMO, which follows the Project Management Institute
(PMI) standards. Projects initiate with a ‘Charter’ to begin the planning process.
When planning is complete, a ‘Project Management Plan (PMP)’ is created and
approved as the projects baseline for scope, schedule and budget. At the end
of execution, an ‘Approval to Go Live’ is submitted and approved prior to
implementation (Transfer to Plant). After the technology is in service and out of
the warranty period, the Project Manager will hold a Lessons Learned, and
subsequently submit an ‘Approval to Close’ prior to finishing the project. All
Monitor and Control documentation and Change Requests are documented and
stored to ensure a comprehensive audit trail.

The undersigned acknowledge they have reviewed the High Voltage Protection
business case and agree with the approach it presents. Significant changes to this
will be coordinated with and approved by the undersigned or their designated

representatives.
DocuSigned by:
Signature: EWM kivshu Date:  u1-31-2020 | 8:59 A pOT
Print Name: Shawna Kiesbuy
Title: Sr. Manager, Network Engineering
Role: Business Case Owner
. DocuSigned by:
Signature: James B Cordor Date:  Aug-03-2020 | 10:57 AM PDT
. A TODZEAB7 2104449
Print Name: Jim Corder
Title: IT Director
Role: Business Case Sponsor
Signature: Date:
Print Name:
Title:
Role: Steering/Advisory Committee Review
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EXECUTIVE SUMMARY

Avista’s service territory consists of urban and rural environments with topologically difficult to
reach areas. The remoteness of some locations, along with the temperature variances through
the annual seasons can present additional challenges to field staff required to work under those
conditions. Additionally, commercial cellular or telecommunication services are not offered in
some of these locations, as they are not cost effective for commercial vendors to deploy. Finally,
during unplanned emergency events, commercial telecommunication services are overloaded
with the public reaching friends and family members affected by the event, thereby exacerbating
the need for a separate land mobile radio and real-time communication system, much like those
used by emergency service personnel.

As a Company that maintains critical infrastructure for gas and electric systems, we are required
to do it safely and reliably to provide essential services to our customers. This requires that our
staff communicate with one another in real time across our service territory to establish situational
awareness and reduce the risk of a safety incident. The Land Mobile Radio & Real Time
Communications System business case consists of mobile radio and communication technology
solutions that enable our staff to communicate with each other in the field and office in real time.

The investments under this program provide the communication technology that enables real time
24 x 7 x 365 communication with our gas and electric field staff in ever changing conditions. The
costs associated with each solution can vary by the solution deployed. However, due to the
remoteness and topology of our service territory, some of the technology investments in field radio
sites on mountain tops can be costly but provide a valuable service to our customers in unplanned
weather events, and most importantly bring safety to our field staff. Not investing in increasing
radio coverage across our service territory can result in ‘dead zones’ with no radio coverage that
may increase the safety risks of our field staff who rely on radio communication to perform their
jobs.

VERSION HISTORY

Version | Author Description Date Notes
1.0 Walter Roys Initial BCIN Draft 6/2017
1.1 Walter Roys Updated Investment Driver 7/2019
2.0 Walter Roys Revision of BCJN to new template 7/2020
2.1 Walter Roys Error in calculation of Alt. #2 8/2020 Revised calculation
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GENERAL INFORMATION

Requested Spend Amount

$24,509,809

Requested Spend Time Period

5 years

Requesting Organization/Department

Enterprise Technology

Business Case Owner | Sponsor

Walter Roys | Jim Corder

Sponsor Organization/Department

Enterprise Technology

Phase Monitor/Control
Category Program
Driver Performance & Capacity

BUSINESS PROBLEM

1.1 What is the current or potential problem that is being addressed?

Avista’s service territory is approximately 30,000 square miles across four
northwestern states with nearly 7,800 miles of natural gas distribution mains, 19,000
miles of electric distribution lines, and 2,750 miles of electric transmission lines.
Although many of these miles of gas and electric infrastructure run through urban
and suburban areas to heat and power homes and businesses, some infrastructure
travels across remote and hard to reach locations, such as steep canyons and
mountain tops. As a pacific northwest region with four seasons, some of these
remote locations can be even more difficult to reach in harsh weather conditions yet
must be maintained safely and reliably. To add to it, commercial cellular or
telecommunication services are not offered in these remote locations, thereby
leaving communication service gaps.In other words, if there were commercial
offerings, during an unplanned emergency event, the services could be overloaded
with customers trying to reach friends or family members affected by the event and
resulting in communication latency or unavailability.

The lack of radio communication coverage in these remote locations presents risk
to our field workers who are required to respond to events throughout the year and
must communicate with one another in real time across our service territory to
establish situational awareness and reduce the risk of a safety incident.

Business Case Justification Narrative Page 2 of 10
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1.2

1.3

1.4

Discuss the major drivers of the business case (Customer Requested, Customer
Service Quality & Reliability, Mandatory & Compliance, Performance & Capacity, Asset

Condition, or Failed Plant & Operations) and the benefits to the customer

The Land Mobile Radio & Real Time Communications Systems Business Case
is driven by managing technology replacement according to manufacturer
product roadmaps with an objective to maintain infrastructure performance and
align infrastructure assets with business demand for capacity.

All Avista customers benefit from maintaining communication systems, as this
technology enables the Avista workforce to perform their day-to-day job
functions in delivering gas and electric service to our customers. Additionally,
assets that fail due to not being replaced within their technology lifecycle are
replaced by the Technology Failed Asset business case, which tracks
technology asset failures, and is also used as a data point to inform the
technology lifecycles under this business case.

Identify why this work is needed now and what risks there are if not
approved or is deferred

Mobile radio coverage is an essential safety requirement for field staff working
throughout our service territory to maintain a safe and reliable gas and electric
infrastructure, and even more so in remote and hard to reach locations. Every
day that goes by of lacking radio coverage can result in a safety incident,
whereby field staff requiring emergency assistance could not communicate with
either dispatch, a nearby co-worker, or emergency services. In some of these
hard to reach locations, small logging roads can be buried in deep snow a few
miles in from a paved road, thereby extensively prolonging any response should
an emergency incident occur. Deferring the investments under this program
puts field staff’s lives at risk by lacking radio coverage in high risk areas.

Identify any measures that can be used to determine whether the
investment would successfully deliver on the objectives and address the
need listed above.

Vendor roadmaps and technology asset lifecycles are data points that inform on
how best to plan replacements, while meeting business value and strategic
alignment, within the constraints of resource capacity and funding, which in turn
can result in deferred replacement introducing the risk of technology failure.
Ongoing reviews of vendor roadmap and technology asset lifecycle alignment
provide necessary information to track how much of our investment in
technology is lagging behind the vendor roadmap, and thereby introducing risk.
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1.5 Supplemental Information

1.5.1 Please reference and summarize any studies that support the problem
The Enterprise Technology team references various technology vendor and

third-party resources to stay informed and recommend decisions on the various
technology investments. A few sample sources are included below:

Barreca, Stephen L. (1998-2000). Technology Lifecycles and Technology
Obsolescence. Retrieved from http://bcri.com/products/publications.htm

Gartner Industry Research and Reference Material. Retrieved from
https://www.gartner.com/en/information-technology

1.5.2 For asset replacement, include graphical or narrative representation of metrics
associated with the current condition of the asset that is proposed for
replacement.

Not applicable, as the investment under this program business case is to

maintain performance and capacity standards in each respective endpoint

compute and productivity technology.

The Land Mobile Radio & Real Time Communications Systems business case will
represent projects that are driven by performance and capacity for the following
technology systems:

e Private 2-way Land Mobile Radio (LMR) System for field operations; and

e Radio Telephone Command and Control System (RTCCS) used by Dispatch
and System Operations to perform critical radio and telephone
communication to field personnel.

The Land Mobile Radio (LMR) system facilitates critical communication between field
personnel, dispatch, system operations, and other end users. This radio system is
used for normal day to day operation work, coordinating responses to outage events,
switching and tagging procedures, communication with external agencies including
Public Safety entities, and several other uses. It is a business-critical system used to
maintain day to day operations and respond to emergency situations.

This program is in place to provide reliable LMR functionality at all times throughout
Avista’s service territory. The system contributes to the health and safety of
employees, contractors, and the public.

Option Capital Cost Start Complete

Recommended Solution — Address 100% obsolete $24,509,809 01 2021 12 2025
products, unit growth, and expand radio coverage
area at a reduced pace

Alternative #1 - Address 100% obsolete products, $40,037,939 01 2021 12 2025

Business Case Justification Narrative Page 4 of 10
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unit growth, and radio coverage area

Alternative #2 — Address 100% of obsolete products $18,000,000 01 2021 12 2025
and unit growth without expanding coverage

Alternative #3 — Expand radio coverage area only $12,500,000 01 2021 12 2025
Alternative #4 — Retire assets and remove $1,900,000 01 2021 12 2025
automation

2.1 Describe what metrics, data, analysis or information was considered when

2.2

preparing this capital request.

The funds request was based on a calculation of the asset lifecycle associated
with each technology asset, the scope and scale of the technology, and the
project costs for technologies previously refreshed under this business case.
Additionally, funds requested include coverage expansion costs for additional
radio sites based on coverage analyses, and historical site acquisition costs.
Through regular reviews, the program balances the need to provide radio
coverage across our service territory and maintain performance and reliability
standards for the various technologies under this program within annual budget
allocations, and their respective technology lifecycles, which can result in calling
for additional investment under this program from time to time for technology
either falling behind technology lifecycles or predetermined performance,
coverage, and reliability standards.

Discuss how the requested capital cost amount will be spent in the current
year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverables that will result from the capital spend?). Include
any known or estimated reductions to O&M as a result of this investment.

[Offsets to projects will be more strongly scrutinized in general rate cases going forward (ref. WUTC Docket No. U-190531 Policy
Statement), therefore it is critical that these impacts are thought through in order to support rate recovery.]

The funding requested under the Land Mobile Radio & Real Time
Communications Systems business case will be invested in technology, such
as:

e Private 2-way Land Mobile Radio (LMR) System
¢ Radio Telephone Command and Control System (RTCCS)

Investment in these technologies can result in added O&M expenses from
increase in licenses from time to time. However, not funding this business case
may result in removing automated business functions, which will put field
workers at risk by not having radio communications across our service territory.
There are no O&M reductions or offsets resulting from these investments, as
this technology enables the Avista workforce to perform their day-to-day job
functions in delivering gas and electric service to our customers.
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2.3

2.4

Reliance on obsolete technology for automated business process presents
significant risk, and in this case cannot be achieved manually.

Additionally, with the rapid pace of technological change, technology vendors
require continuous upgrades to maintain system maintenance and support,
which can include security patching, bug fixes, version upgrades,
interoperability, and compatibility with other technologies. These upgrades can
in turn drive subsequent system replacements, creating a cascading event of
change. Therefore, vendor roadmaps and technology asset lifecycles are data
points that inform on how best to plan replacements, while meeting business
value and strategic alignment, within the constraints of resource capacity and
funding, which in turn can result in deferred replacement introducing the risk of
technology failure.

Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.

All Avista field operations, dispatch, and system operations are affected by the
technology invested under this business case program, as it is a critical tool that
is heavily relied on for communication across our service territory.

Discuss the alternatives that were considered and any tangible risks and
mitigation strategies for each alternative.

Retire assets and remove automation
This option assumes the assets would not be replaced upon failure and be
removed from service due to product incompatibility or business or safety risk.

The basis for measuring the business impact of not funding this business case
is realizing the loss of business process automation. As products reach the
manufacturer-defined planned obsolescence, business process automation is
jeopardized, and business risk is increased as manufacturers cease product
maintenance and support. This condition would drive action. The alternative
would lead to a mitigation plan of having to re-instate manual business process
or eliminate the business process.

This option bears the cost of asset retirement for failed assets. Failed assets
are estimated to be 50% of obsolete products. The retirement cost is estimated
at 10% of the cost to replace the asset.

Address 100% obsolete products, unit growth, and radio coverage area
(recommended)
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2.5

2.6

This is the optimal solution. This option fully addresses and minimizes the
likelihood of technology failure and impact to automated business process. It
also expands the radio coverage area, adding value for employees, contractors,
and the public by enabling safe and reliable radio communications in certain
areas of poor coverage.

Address 100% of obsolete products and unit growth

Addressing 100% of obsolete products and unit growth will minimize likelihood
of technology failure and impact to automated business process. However, this
option does not address expanding the radio coverage area. This introduces
risk to employees, contractors, and the public in areas where radio
communications are unavailable.

Expand radio coverage area

This option addresses expansion of the radio coverage area, adding value for
employees, contractors, and the public by enabling safe and reliable radio
communications in certain areas of poor coverage. However, this option does
not address obsolete products within the program and introduces risk
associated with technology systems reliability and interoperability. The
investment required to address obsolete technology products is deferred to
subsequent years. The likelihood of technology failure and impact to business
is increased.

Include a timeline of when this work will be started and completed.
Describe when the investments become used and useful to the customer.
spend, and transfers to plant by year.

This business case is a program that transfers to plant the total cost of each
project at the completion of every project, which can straddle calendar years.
Quarterly forecasts capture changes in transfers to plant based on project
status.

Discuss how the proposed investment aligns with strategic vision, goals,
objectives and mission statement of the organization.

The technology investments under this business case program align with
Avista’s vision to deliver ‘better energy for life’ to our customers and in the area
of ‘Perform’, which calls for “our focus on performance today to serving our
customers well and unlocking pathways to growth.”

Each investment under this business case program allows Avista to deliver
electric and gas services to our customers.
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2.7

2.8

3.1

3.2

Include why the requested amount above is considered a prudent
investment, providing or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated throughout the project

The reason that the technology investment under this program business case is
prudent is because the Avista workforce requires this technology every day to
deliver gas and electric service to our customers either in dispatch and system
operations, and in the field. Alternatives to each technology are considered, yet
not investing in it is not an option as automated business process, such as radio
communication could not be replicated manually, thereby crippling our
workforce’s ability to deliver gas and electric service to our customers in a safe
and reliable way. Additionally, a two-tiered governance structure overseeing this
business case program meets regularly to oversee and make decisions on the
needs, benefits, costs, and risks of each investment.

Supplemental Information

2.8.1 Identify customers and stakeholders that interface with the business case

Nearly all operations and field staff interface with the Land Mobile Radio (LMR)
system, which facilitates critical communication between field personnel,
dispatch, system operations, and other end users.

2.8.2 ldentify any related Business Cases

There are not related business cases associated with this business case
program.

Steering Committee or Advisory Group Information

The Land Mobile Radio (LMR) & Real Time Communication Systems
Business Case has two levels of governance; The Program Steering Committee
and the Project Steering Committee.

Provide and discuss the governance processes and people that will
provide oversight

Program Steering Committee

This business case is a program of related projects. The Program Steering
Committee consists of members in management positions that are identified
and responsible for prioritizing the projects within this program. The Steering
Committee is also held accountable for the financial performance of this
program. The Program Steering Committee will have regular meetings to review
the progress of the program and to make decisions on the following topics:
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3.3

e Project prioritization and risk
e Approving business case funding requests
e New project initiation and sequencing

The Program will be facilitated and administrated by an assigned Program
Manager within the Enterprise Technology (ET) Project Management Office
(PMOQO) Department. The project queue will be reviewed periodically and will
consist of projects needed to maintain the reliability and performance of all LMR
and real time communication systems.

Project Steering Committee

Project Steering Committees act as the governing body over each individual
project within the program and will consist of key members in management
positions that are identified as responsible for the successful completion of the
scope of work identified in the Charter document for the Project. The Project
Steering Committee is responsible to provide guidance and make decisions on
key issues that affect the following topics:

Scope
Schedule
Budget
Project Issues
Project Risks

The Project Steering Committee will meet at the defined intervals documented
in the Charter of the project and will be facilitated by an assigned Project
Manager from within the ET PMO Department.

How will decision-making, prioritization, and change requests be
documented and monitored

The governance structure under this business case program is responsible for
decision-making, prioritization, and change requests. Through the regular
Program Steering Committee Meetings, the team reviews and balances planned
work versus unplanned work to determine prioritization, as well as pending
project change requests. Any change request requiring either an increase or
decrease of funds is reviewed at the upcoming Technology Planning Group
meeting before it is submitted to the Capital Planning Group for consideration.
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The undersigned acknowledge they have reviewed the Land Mobile Radio & Real
Time Communication Systems Business Case and agree with the approach it
presents. Significant changes to this will be coordinated with and approved by the
undersigned or their designated representatives.

DocuSigned by:

Signature: Walfer Kys Date; A'9727720%0 1 7358 An POt
Print Name: 7W2a39|7’::;9LRDgys

Title: System Engineering Manager

Role: Business Case Owner

Signature: j?m,sgﬁwﬁwiw Date. Aug-25-2020 | 12:22 PM PDT
Print Name: Ji;:ZELCm(;D:;r

Title: IT Director

Role:

Business Case Sponsor
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EXECUTIVE SUMMARY

Technology assets enable automated business processes. These technology assets range from
computers to hand-held radios carried by our field staff to printers in remote offices to networking
equipment. Sometimes these technology assets fail prior to being refreshed as part of a lifecycle
management program. These failures can be caused by manufacture defects, human error,
natural disasters, malicious actors, or age/runtime of equipment. In those cases, the failed asset
can cause downtime for an employee or system resulting in significant disruption to daily
operations across our service territory depending on where and to what asset the failure occurred.

To support these types of unplanned failures, the Technology Failed Assets business case was
established and consists of in-portfolio technology assets for rapid replacement of assets as they
fail and when repairs are not feasible. A technology inventory is maintained to quickly restore
business automation. They can include, but not be limited to laptops, mobile phone and tablets,
printers, field area network (FAN) equipment, monitors, audio-visual equipment, routers,
switches, servers, and fiber cable. The cost of each technology solution will vary depending on
the type of asset, scope of failure, required lead time, and location. However, funding for this
business case has been calculated based on predictable technology asset failure rates over the
last three years. For unpredictable failed assets, additional funding requests will be made to
replace the failed asset.

Since technology asset failures will happen across Avista’s territory, having budget allocation
available to quickly replace a failed asset is critical to the daily operations of the Company. If the
Technology Failed Assets business case funding is not approved, replacement of failed assets
will result in individual requests for funding each time an asset fails potentially extending the
downtime of a system until the funding is approved and the asset is replaced.

VERSION HISTORY

Version | Author Description Date Notes
1.0 Mike Beil BCJN 1.0 Created 7/2019
2.0 Mike Beil BCJN 2.0 Revised 7/2020
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GENERAL INFORMATION

Requested Spend Amount $3,028,400
Requested Spend Time Period 5 years
Requesting Organization/Department Enterprise Technology
Business Case Owner | Sponsor Mike Beil | Jim Corder
Sponsor Organization/Department Enterprise Technology
Phase Execution
Category Program
Driver Failed Plant & Operations
1. BUSINESS PROBLEM

1.1 What is the current or potential problem that is being addressed?

Technology assets enable automated business processes. These technology assets
range from computers and mobile devices to radio systems and pole-mounted network
devices. Sometimes these technology assets fail prior to being refreshed as part of a
lifecycle management program. These failures can be caused by manufacture defects,
human error, natural disasters, malicious actors, or age/runtime of equipment. In those
cases, the failed asset can cause downtime and loss of performance for an employee or
system resulting in significant disruption to daily operations across our service territory
depending on where and to what asset the failure occurred.

1.2 Discuss the major drivers of the business case (Customer Requested, Customer
Service Quality & Reliability, Mandatory & Compliance, Performance & Capacity, Asset

Condition, or Failed Plant & Operations) and the benefits to the customer

The main driver for this program is Failed Plant & Operations which is also related to asset
management strategies being driven by technology lifecycles and technology
obsolescence. As outlined in section 1.1 of this Business Case Justification Narrative, at
times technology may unexpectedly fail. This program provides a technology inventory to
quickly restore business automation and reduce the downtime caused by the failure.

1.3 Identify why this work is needed now and what risks there are if not
approved or is deferred

Since technology asset failures will happen across Avista’s territory, having budget
allocation available to quickly replace a failed asset is critical to the daily operations of the
company. If the Technology Failed Assets business case funding is not approved,
replacement of failed assets will result in individual requests for funding each time an asset
fails potentially extending the downtime of a system until the funding is approved and the
asset is replaced.

Business Case Justification Narrative Page 2 of 9
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1.4 Identify any measures that can be used to determine whether the
investment would successfully deliver on the objectives and address the
need listed above.

Since the main driver behind this program is Failed Plant & Operations, the success of
this program can be measured by the timely replacement of failed technology assets
and restoration of automated business processes and overall productivity.

1.5 Supplemental Information
1.5.1 Please reference and summarize any studies that support the problem

See below for supporting details
1.5.2 For asset replacement, include graphical or narrative representation of metrics
associated with the current condition of the asset that is proposed for
replacement.
Avg.
Asset Type Avg. Failures/Yr. Cost Forecast
Printers 16 | $3,724 | $59,584
Monitors 40 $295 | $11,800
Mobile Phones 50 $904 | $45,200
Personal Computer 42 | $1,326 | $55,692
Field Area Network-
Devices 40 | $10,407 | $416,280
AV Devices 3| $3,586| S10,758
Other Failed Technology 6| $3,245| $19,470
$618,784

Option Capital Cost Start Complete

Funding based on previous 3-year failure rates $ 3,028,400 01 2021 12 2025

(Recommended)

Request funding when needed $0 01 2021 12 2025

Funding based on 5% failure rates of all technology $6,225,000 01 2021 12 2025

assets

2.1 Describe what metrics, data, analysis or information was considered when
preparing this capital request.

To support these types of unplanned failures, the Technology Failed Assets business
case was established and consists of in-portfolio technology assets for rapid
replacement of assets as they fail and when repairs are not feasible. A technology
inventory is maintained to quickly restore business automation. They can include, but
Business Case Justification Narrative Page 3 of 9
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2.2

2.3

2.4

not be limited to laptops, mobile phone and tablets, printers, field area network (FAN)
equipment, monitors, audio-visual equipment, routers, switches, servers, and fiber
cable. The cost of each technology solution will vary depending on the type of asset,
scope of failure, required lead time, and location. However, funding for this business
case has been calculated based on predictable technology asset failure rates over the
last three years. For unpredictable failed assets, additional funding requests will be
made to replace the failed asset.

Discuss how the requested capital cost amount will be spent in the current
year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverables that will result from the capital spend?). Include
any known or estimated reductions to O&M as a result of this investment.

The requested capital cost amount per year has been calculated to replace failed
assets based on a three-year failure history. This level of funding is critical to maintain
an inventory of in-portfolio assets to be available for rapid replacement during failures
or unplanned outages (i.e. laptops, mobile phones, field area network equipment, etc.).
The funding amounts within this program undergo regular review to balance the asset
failure forecast within the predetermined budget allocations. Since technology asset
failures will happen across Avista’s territory, having budget allocation available to
quickly replace a failed asset is critical to the daily operations of the Company.

[Offsets to projects will be more strongly scrutinized in general rate cases going forward (ref. WUTC Docket No. U-190531 Policy
Statement), therefore it is critical that these impacts are thought through in order to support rate recovery.]

Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.

Since technology asset failures will happen across Avista’s territory, having budget
allocation available to quickly replace a failed asset is critical to the daily operations of
the Company. Each time an asset fails, Avista employees and customers can be
affected by the downtime related to the automated process not performing. Rapid
replacement of the asset is critical to maintain safety and performance.

Discuss the alternatives that were considered and any tangible risks and
mitigation strategies for each alternative.

Alternative 1: Request Funding when Needed

Funding will only be requested once an asset fails beyond repair. The risk with this
alternative is additional down time of our automation systems due to the time needed
to request/approve funding to replace the failed asset.

Alternative 2: Funding based on 5% failure rates of all technology assets

Funding would be based on an assumed 5% failure rate of all technology assets. Each
assets lifecycle is managed under a different business case. This option assumes a 5%
funding level of the sum of all technology business cases which manage technology
asset lifecycles.
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2.5

2.6

2.7

2.8

Include a timeline of when this work will be started and completed.
Describe when the investments become used and useful to the customer.
spend, and transfers to plant by year.

The Technology Failed Assets business case is managed as a program of blanket
projects which manage the replacement of failed assets tracking their used and
usefulness on a monthly cadence. All individual projects set up for unplanned asset
failures are managed through the PMO, which follows the Project Management Institute
(PMI) standards. These projects are Initiated, Planned, Executed, and then Completed
with a Transfer to Plant for the installed assets. Over the course of a calendar year, the
blanket projects, along with the individual projects, equate to the funded budget.

Discuss how the proposed investment aligns with strategic vision, goals,
objectives and mission statement of the organization.

This is a program with discrete projects that align with Avista’s vision, mission and
strategic objectives:

e To provide Better Energy for Life, you need systems that perform at an optimal level
to deliver electricity and gas in a safe and reliable manner. The team supporting
asset failures are highly skilled and responsive to the needs of these systems so
critical business services continue to be delivered without interruption. The
Technology Failed Assets Business Case aligns with Avista’s “Perform” Strategic
Focus Area.

Include why the requested amount above is considered a prudent
investment, providing or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated throughout the project

Based on the individual asset data listed above, the requested funding amount will allow
for an inventory of in-portfolio technology assets for rapid replacement of assets as they
fail and when repairs are not feasible. Since the projects within the business case are
evaluated monthly for used and usefulness, the forecasted failures and subsequent
planned costs are also adjusted monthly based on failure rates. If there are trends
appearing in the failure rates resulting in a higher velocity of spend in one asset area
versus another, forecasted costs will be adjusted to make sure dollars are available
across all projects.

Supplemental Information
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2.8.1 Identify customers and stakeholders that interface with the business case
Within the Technology Failed Assets business case, the projects interface with various

internal Avista groups such as ET Engineering, the Telecommunications Shop, various
operations teams, and procurement to name a few.

Steering Committee members include Business Case Sponsors, Directors and
Managers within the Enterprise Technology group long with the Business Case Owner.

The ET Business Case Owner works in conjunction with the Project Management Office
(PMO), and assigned Program Manager, and subsequent Project Managers.

The ET Business Case Owner is accountable and responsible for all Business Case
related activities and assignments.

2.8.2 Identify any related Business Cases
There are no related business cases currently.

3.1 Steering Committee or Advisory Group Information

Steering Committee members are invaluable to the project and will provide approval on
scope, schedule, and budget related changes. For the Technology Failed Assets business
case, the Steering Committee will consist of the Directors and Managers within ET and the
Business Case Owner.

3.2 Provide and discuss the governance processes and people that will
provide oversight

The Technology Failed Assets Business Case has two levels of governance; The Program
Steering Committee and the Project Steering Committee.

Program Steering Committee

This business case is a program of related projects. The Program Steering Committee
consists of members in management positions that are identified and responsible for
prioritizing the projects within this program. The Steering Committee is also held
accountable for the financial performance of this program. The Program Steering Committee
will have regular meetings to review the progress of the program and to make decisions on
the following topics:

e Project prioritization and risk
e Approving business case funding requests
e New project initiation and sequencing

The Program will be facilitated and administrated by an assigned Program Manager within
the Enterprise Technology (ET) Project Management Office (PMO) Department.

Business Case Justification Narrative Page 6 of 9
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Product roadmaps identify investment demand that is generally not fully funded. Product
investments are prioritized in this manner:

1) Safety Systems

2) Control Systems

3) Customer Facing Systems
4) Back Office Systems

Project Steering Committee

Project Steering Committees act as the governing body over each individual project within
the program and will consist of key members in management positions that are identified as
responsible for the successful completion of the scope of work identified in the Charter
document for the Project. The Project Steering Committee is responsible to provide
guidance and make decisions on key issues that affect the following topics:

Scope
Schedule
Budget
Project Issues
Project Risks

The Project Steering Committee will meet at the defined intervals documented in the Charter
of the project and will be facilitated by an assigned Project Manager from within the ET PMO
Department.

3.3 How will decision-making, prioritization, and change requests be
documented and monitored

Project prioritization is evaluated by the management team on a monthly basis. Each
program and project steering committee meet regularly and oversees scope, schedule and
budget within their respective programs and projects and inform the Business Case owner
of any changes needing escalation to the TPG or CPG for decision-making around resource
or funding constraints.

Any changes in funding or scope are documented at the Business Case level, via Change
Request document that is presented to the CPG on a monthly basis and evaluated by the
CPG for approval.

Changes in scope, schedule, or budget are also documented through a ‘Change Request’
at the project level and reviewed and approved through a formal workflow process. All
Enterprise technology projects in this business case are managed through the PMO, which
follows the Project Management Institute (PMI) standards. Projects initiate with a ‘Charter’
to begin the planning process. When planning is complete, a ‘Project Management Plan
(PMP)’ is created and approved as the projects baseline for scope, schedule and budget.
At the end of execution, an ‘Approval to Go Live’ is submitted and approved prior to
implementation (Transfer to Plant). After the technology is in service and out of the warranty
period, the Project Manager will hold a Lessons Learned, and subsequently submit an
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‘Approval to Close’ prior to finishing the project. All Monitor and Control documentation and
Change Requests are documented and stored to ensure a comprehensive audit trail.
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The undersigned acknowledge they have reviewed the Technology Failed Assets
and agree with the approach it presents. Significant changes to this will be
coordinated with and approved by the undersigned or their designated

representatives.
Signature: e '“(Jﬁ\j Date: Jul-30-2020 | 1:40 PM PDT
Print Name:  Mike Beil
Title: Mgr., IT Operations Engineering
Role: Business Case Owner
Signature: James B (ordor Date: Aug-03-2020 | 3:18 pPM PDT
Print Name: Jim Corder
Title: IT Director
Role: Business Case Sponsor
Signature: Date:
Print Name:
Title:
Role: Steering/Advisory Committee Review

Template Version: 05/28/2020
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1 GENERAL INFORMATION

Requested Spend Amount $17,917,613

Requesting Organization/Department IS/T

Business Case Owner Andy Leija

Business Case Sponsor Jim Corder/Hossein Nikdel
Sponsor Organization/Department IS/T

Category Program

Driver Asset Condition

1.1 Steering Committee or Advisory Group Information

The Enterprise Technology Department serves as a shared service business unit
that supports technology infrastructure and information systems for the enterprise.
The Technology Refresh to Sustain Business Processes Business Case has
three levels of governance: The Executive Technology Steering Committee (ETSC);
Technology Planning Group (TPG) of Directors; and Program/Project Steering
Committees. Applicable stakeholders and disciplines meet regularly to govern the
business case and subsequent programs and projects (i.e. software delivery,
electrical engineering, accounting, energy delivery, technology, etc.)

The TPG sets priority across the

technology investment portfolio, Eiciitive

balancing: strategic alignment, Governance

business value, and customer

benefits, as driven by the strategic

initiatives  established by the g:‘f;::;nce

ETSC. The Capital Planning

Group (CPG), an independent il

body, establishes funding Administrative
; ; Management e s
allocations for each Business Owher

. and Reporting
Case across the enterprlse.

. . Program/Project
The Business Case is largely Steering

limited by the funding allocation Eommitiees
and resource capacity (staff) to

meet its goals. The funding is

generally established at the

Business Case level by the CPG. The resource capacity constraint is generally
managed by the TPG and the Business Case owner. Once the two constrains are
established, the Business Case owner will work with steering committee(s) to set
project priority and sequence over a five year planning period.

Each program and project steering committee meet regularly to review the backlog
of demand to that align with Avista’s strategies. They oversee scope, schedule and

Business Case Justification Narrative Page 1 of 5
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budget within their respective programs and projects and inform the Business Case
owner of any changes needing escalation to the TPG or CPG for decision-making
around resource or funding constraints.

During an annual planning cycle (July — September), the Business Case owner
surfaces the project demand for the upcoming five years to the TPG and ETSC. After
review for resource capacity, strategic alignment, and risk, the investment plan is
submitted to the CPG for funding consideration across all other Business Cases.
The CPG then provides a revised funding allocation to each Business Case. The
revised allocation then requires the TPG to review and revise the investment plan to
fit within the new funding allocation. This establishes the annual investment plan
under this Business Case. Steering committees prioritize technology asset risk
within the two constraints (resource capacity and funding) for each year. Technology
asset refresh funding is generally assigned priority in this sequence: Safety, Energy
Control, Customer Facing, and Back Office.

2 BUSINESS PROBLEM

The Technology Refresh to Sustain Business Processes program is in place to
provide for replacement of existing technology in alignment with the manufacturer
product roadmaps for application and technology lifecycles. Not only is the asset
condition of technology subject to the traditional mortality rate or lifecycle, but it is
compounded by planned obsolescence, also known as technology obsolescence’.
That is whereby the technology asset although within its functional lifespan is
technologically flawed or no longer meets the need of users or customers, as
expectations increase due to newer and more powerful technology is available in
the market. Reliance on obsolete technology for automated business process
presents significant risk that may only be solved with the reinstatement of manual
process. Sustaining business process by replacing automation with workforce would
increase labor expense.

Additionally, with the rapid pace of technological change, technology vendors
require continuous upgrades to maintain system maintenance and support, which
can include security patching, bug fixes, version upgrades, interoperability, and
compatibility with other technologies. These upgrades can in turn drive subsequent
system replacements, creating a cascading event of change. Therefore, vendor
roadmaps and technology asset lifecycles are data points that inform Avista on how
best to plan replacements, while meeting business value and strategic alignment,
within the constraints of resource capacity and funding, which in turn can result in
deferred replacement introducing the risk of technology failure.

Below is a graph that illustrates the technology replacement demand across the six
technology domains (Networks, Communications, Distributed, Central,

! Barreca, Stephen L. (1998-2000). Technology Lifecycles and Technology Obsolescence. Retrieved from
http://beri.com/products/publications.htm
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Environmental and Applications) under this Business Case. As you can see, the
greatest increase is in Networks and Applications.

Technology Refresh Spend by Year

® Networks  ® Communications Distributed ®Central  ® Environmental Applications

$35,000,000
$30,000,000
$25,000,000
$20,000,000
$15,000,000
$10,000,000

$5,000,000

s-
2014 2015 2016 2017 2018 2019 2020 2021

The Annual Investment Plan reviewed by the TPG and ETSC monitors the risks of
deferred replacements or upgrades to maintain a stable and reliable application and
computing platform that allows for the safe and reliable operation of our electric and
natural gas infrastructures, as well as deliver on customer demands.

3 PROPOSAL AND RECOMMENDED SOLUTION

Option Capital Cost Start Complete
Do nothing (No funding) $1.9 MM 012017 12 2017
Fund at current level Approx. $18 MM 01 2017 12 2017
Fund at lower level <$18 MM 012017 12 2017

The monetized value of “no funding” alternative is $1.9 million per year

The basis for measuring the business impact of not funding the Technology Refresh
to Sustain Automated Business Process Business Case program is realizing the loss
of business process automation. As technology products reach manufacturer
planned or real obsolescence, they then cease product maintenance and product
support, the automation value is jeopardized and business risk is increased. This
condition would drive action. The “no funding” alternative would lead to a mitigation
plan of having to remove the automation.

Funding at current level analysis

According to Avista’s technology asset management system of record, which stores
over 10,000 assets, 25% of the in-service assets are beyond manufacturer lifecycle.
The Business Case owner analyzed project demand, resource capacity, and pace
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of change, and determined that the 2016 funding level is adequate to maintain a
balance among the constraints (demand, capacity, funding). The results of the
analysis were presented to the ETSC and TPG, with the recommendation and
requested an annual analysis to validate the investment portfolio, while managing
the risk of deferring technology upgrades and replacements.

Technology Refresh 2016 eSpend
$8 000,000

Technology Refresh: $18 million

$7,000,000

Workforce 54%: $9 7 million

Workforce: 72 ETE $67/hour

$6,000,000

$5.000.000

54,000,000

$3,000,000

$2,000,000

$1,000,000 .
2 |

Funding at a lower level

As described above, funding the Technology Refresh to Sustain Automated
Business Process Business Case at a lower level would increase the number of
technology assets that would need to be deferred, thereby increasing risk of
technology obsolescence, losing maintenance and support, and reducing
automation efficiencies. Annual investment planning efforts will inform ETSC and
TPG of the risks associated with continuous deferrals.

® produrts
1 sErvices

» employee
= staff aug

The Business Case aligns directly with the Asset Condition driver and Avista’s
strategic initiatives of providing a Safe and Reliable Infrastructure and delivering
more value to more customers and strengthen engagement. As a shared service, a
majority of the IS/IT Business Case supports automated business functions, which
many departments depend on to manage costs and maintain staff efficiencies.
Concomitantly, many of the technology solutions (devices, systems, applications,
etc.) provide direct support to all Avista customers, while the remaining provide
indirect benefit through operational efficiencies, field mobility, and safer conditions.
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4 APPROVAL AND AUTHORIZATION

The undersigned acknowledge they have reviewed the Technology Refresh to
Sustain Automated Business Process Business Case and agree with the
approach it presents and that it has been approved by the steering committee or
other governance body identified in Section 1.1. The undersigned also acknowledge
that significant changes to this will be coordinated with and approved by the
undersigned or their designated representatives.

Signature: Date: 04/2017
Print Name:  Andy Leija g
Title: IT Delivery Manager
Role: Business Case Owner
i
Signature: L7 )%/3/” /éﬁ///éi@';/ Date: 04/2017
Print Name:  Hossein Nikdel
Title: Application System Planning Director
Role: Business Case Sponsor
Signature: M /‘L Date: 04/2017
Print Name:  Jim Corder
Title: Infrastructure Technology and Security
Director
Role: Business Case Sponsor
5 VERSION HISTORY
Version | Implemented Revision Approved Approval Reason
By Date By Date
1.0 Andy Leija 04/12/17 ET Directors 04/14117 Initial version

Template Version: 03/07/2017
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EXECUTIVESUMMARY

Atlas is a multi-year year program to strategically replace the suite of custom Geographic
Information System (GIS) applications known as Avista Facility Management (AFM).
AFM is the system of record for spatial electric facilities in Washington and Idaho and gas
facility data in Washington, Idaho and Oregon and provides the connectivity model to
support GIS engineering and analysis applications. The AFM applications and data
model have been used for nearly two decades and have reached technology
obsolescence. The existing data model used by AFM is being replaced by a new industry
standard model called the Utility Network. The AFM is a cornerstone to Avista’s ability to
provide responsive service across its territory. If AFM is not replaced with a modern GIS
platform, which can utilize the Utility Network model, the ability of Avista to meet customer,
regulatory, compliance requirements will be at risk. Replacing AFM will enable Avista to
take advantage of commercial GIS applications that provide improved mobile and desktop
functionality, increased collaboration capabilities and increased reliability.

Improvement of customer experience is at the core of Atlas Program. The proposed
next generation applications will enable Avista workers, office and field, to respond to
customer requests faster; provide information to customers that is more accurate, timely
and complete; and improve customer experience when they interact with Avista. Avista
benefits of replacing the AFM applications include improved worker productivity,
improved asset data integrity, and the opportunity to reengineer work processes and
methods, supporting a continual improvement program. New commercial solutions also
provide Avista with the ability to meet changing demands of customers, enable effective
operation of an increasingly complex and dynamic distribution grid, and provide the
opportunity to create new service offerings to customers.

The total program budget for the 12 year plan is estimated to be $30.0M dollars. The
funds in this business case will be utilized to fund the phases of the Atlas Program as
detailed in the supplemental information referenced in section 1.5 below. The years
2020-2026 will be primarily focused on the project timeline and deliverables detailed in
the Utility Network Advantage Program Report, while also supporting Mobility in the
Field initiative which configures and deploys mobile GIS mapping and data applications.

VERSION HISTORY
Version | Author Description Date Notes
1.0 Mike Littrel Initial draft of business case 04/2017
2.0 Mike Littrel Updated business case format 07/2020
3.0 Mike Littrel Updated program details and timelines | 07/2021
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GENERAL INFORMATION
Requested Spend Amount $30,000,000
Requested Spend Time Period 06/2015 — 12/2026
Requesting Organization/Department Enterprise Technology
Business Case Owner | Sponsor Mike Littrel | Josh DiLuciano
Sponsor Organization/Department Energy Delivery Technology Projects
Phase Execution
Category Program
Driver Asset Condition

1. BUSINESS PROBLEM

1.1 What is the current or potential problem that is being addressed?

Avista’s AFM system has been used for nearly two decades and is approaching
technology obsolescence. The technology does not have the ability to utilize
the Utility Network data model and will not meet future business needs. The
software has already undergone two major conversions to extend the life to this
point. The first was a programing language conversion from Microsoft Visual
Basic to Microsoft .NET because Visual Basic was no longer a supported
language. The second was a geometric precision change to support the
requirements of the integration with Maximo. Both of these changes achieved
their goals; however, the code is now more fragile which increases the
complexity of supporting AFM. Additionally, the existing system is custom built
and requires continual maintenance and support by internal staff whose skillset
is becoming scarce, as the fundamental code and architecture is complex. In
parallel, most of the staff who were part of the original custom build of the AFM
system, have long since moved on. Certain AFM applications, such as electric
and gas edit and Outage Management Tool, do not have the full complement of
desired functionality and are unreliable at times due to the outdated architecture.
When a new configuration request is surfaced, the change cannot always be
implemented, as the custom code and architecture will not allow it. The existing
data model used by the AFM applications is being replaced by an industry
standard model called the Utility Network. It is important to begin the transition
to the next generation GIS technology while there is still staffing to support the
AFM system, and the current data model is still supported, because delaying
will increase the risk of customer impact caused by increasing system issues.
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1.2

1.3

Discuss the major drivers of the business case (Customer Requested, Customer
Service Quality & Reliability, Mandatory & Compliance, Performance & Capacity, Asset
Condition, or Failed Plant & Operations) and the benefits to the customer

Improvement of electric and gas customer experience is at the core of the Atlas
Program. These new tools will enable Avista workers, office and field, to respond
to customer requests faster; provide information to customers that is more
accurate, timely and complete; and improve customer satisfaction when they
interact with Avista.

In addition to replacing traditional desktop GIS applications, additional mobile
tools will extend the value of Avista’s investment in the GIS system by providing
field staff with applications for near real-time editing and data collection. For
example, the Mobile Design Tool will enable functionality for a designer to
perform designs at a job site, providing an improved customer experience, and
will be fully compatible with the desktop design tool. In addition, the Mobile tools
will provide field personnel with powerful functionality to meet customer
responsiveness expectations; Global Positioning System (GPS) guided turn by
turn directions to work locations; electronic receipt sent to the customer’s
communication preference (email, text, etc.) at completion of work orders;
access to GIS data in the field; capture of as-built configuration, compliance data
and materials electronically by taking advantage of a variety of data sources,
including digital image data, keyed data, bar code scanned data, and GPS
location data.

New commercial solutions and industry standard data model also provide Avista
with the ability to more fully integrate with gas and electric planning and analysis
tools. This will lead to a better understanding of where weakness in the
infrastructure may exist and proactively reinforce those areas improving
reliability for the customers.

Identify why this work is needed now and what risks there are if not
approved or is deferred

The AFM system has been used for nearly two decades and is approaching
technology obsolescence. Continuing to utilize AFM would continue to create
Operating and Maintenance cost pressure while also creating risks and lost
opportunities. Additionally, any investment in the current system is a sunk cost,
as the system is limited in the functionality it can provide to our staff as they
serve both gas and electric customers. The current system is highly customized
and cannot leverage industry standard GIS platforms to share data sets that
provide field and office workers with more information about our assets and
those of other agencies, such as local, county and state governments. The
existing data model used by the AFM applications is being replaced with and
industry standard model. The GIS platform is a cornerstone to Avista’s ability
to provide responsive service across its territory, if it is not replaced with a
modern GIS platform that can utilize the Utility Network data model, the ability
of Avista to meet current and future customer, regulatory, and compliance
requirements will be at risk.
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14

1.5

Identify any measures that can be used to determine whether the
investment would successfully deliver on the objectives and address the
need listed above.

Each project within the Atlas program will have a project charter which includes
project costs, schedule, deliverables and benefits. Each project will have a
steering committee assigned. Throughout the duration of each project the
steering committee will be provided status reports on a monthly basis. These
status reports will include updates on project scope, schedule and budget, as
well as any risks and/or issues that the project team is currently working on.

Supplemental Information

1.5.1 Please reference and summarize any studies that support the problem
Justification for system replacement is based on comprehensive
assessments of AFM technologies, processes and functions that were
performed in 2015 and 2019 by third-party consultants as part of the
project planning process. The details of the assessments are available in
the following supporting documents:

e Current State Report
e Future State Report
e Gap Analysis Report

Industry Analysis Report

Requirements Report

Alternative Analysis Report

Utility Network Advantage Program Report

Atlas Roadmap

The Esri ArcGIS product and the Utility Network data model will continue
to be the foundational spatial data engine for next generation application
delivered through Atlas. Esri is the industry standard for GIS, so
continuing to use that platform provides the highest level of access to
commercial applications and standard integration to other enterprise
applications. The replacement will take place through a series of
targeted and incremental projects to maximize value and minimize risk.
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1.5.2 For asset replacement, include graphical or narrative representation of metrics
associated with the current condition of the asset that is proposed for
replacement.

Avista Facilities Management (AFM)

Electric and Gas Design
Electricand Gas Edit
Distribution Management
Outage Management Tool System
Engineering Analysis

Esri GIS* spatial data

engine

*GIS- Geographic Information System

Esri GIS serves as the foundational data structure on which AFM
applications are built or rely on. AFM is the system of record for spatial
electric and gas facility data and provides the connectivity model to
support the AFM applications. The following is a brief description of AFM
tools.

e Electric and Gas Edit are tools inherent in the system used for data
edits prior to committing final data changes and additions.

e Outage Management Tool is an in-house developed application that
supports outage analysis and management.

e Engineering Analysis is a commercial tool used for engineering
analysis modeling.

e Distribution Management System is a commercial application used to
monitor and control the distribution grid. It relies on the GIS data from
AFM to determine the current operating state.

The AFM applications and data model have been used for nearly two decades and is
approaching technology obsolescence. Continuing to utilize AFM would continue to
create Operating and Maintenance cost pressure while also creating risks and lost
opportunities. Additionally, any investment in the current system is a sunk cost, as
the system is limited in the functionality it can provide to our staff as they serve both
gas and electric customers.

Option Capital Cost Start Complete
Recommended Solution - Replace the custom $30.0M 06/2015 12/2026
AFM applications with Commercial Off The Shelf
Applications
Alternative - Continue to utilize the custom AFM $10.0M 06/2015 12/2026
applications
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21

2.2

2.3

24

2.5

Describe what metrics, data, analysis or information was considered when
preparing this capital request.

Detailed documentation from industry experts as listed in section 1.5 above.
Additionally, project costs from recent comparable projects at Avista were used
to determine the amount of the capital funds request and duration of the
business case.

Discuss how the requested capital cost amount will be spent in the current
year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverablesthat will result from the capital spend?). Include
any known or estimated reductions to O&M as a result of this investment.

The funds in this business case will be utilized to fund the phases of the Atlas
Program as detailed in the supplemental information referenced in section 1.5
above. The years 2020-2026 will be primarily focused on the project timeline
and deliverables detailed in the Ultility Network Advantage Program Report,
while also supporting Mobility in the Field initiative which configures and deploys
mobile GIS mapping and data applications.

Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.

Each project within the Atlas Program will include a business process and
stakeholder analysis to determine the organization change management and
training needs. This analysis will then be used to deliver communication to the
stakeholders throughout the project and develop end user training.

Discuss the alternatives that were considered and any tangible risks and
mitigation strategies for each alternative.

The current suite of AFM solutions has a recent history of performance
challenges which may only be mitigated with considerable investment or
replacement. Continuing to invest in a custom system with no vendor support is
not a sustainable long-term solution.  There are network management
functionality limitations and performance related issues with the current data
model that are addressed in Esri’'s new Utility Network data model and platform.

Include a timeline of when this work will be started and completed.
Describe when the investments become used and useful to the customer.
spend, and transfers to plant by year.

The work was started in 2015 and is scheduled to complete in December 2026.
The Atlas Program has been and will continue to be divided into discrete
projects than when possible have a duration of one calendar year or less. This
will allow the capital expenditure for a given year to be transferred to plant in
that year.
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2.6

2.7

2.8

Discuss how the proposed investment aligns with strategic vision, goals,
objectives and mission statement of the organization.

Having a modern GIS will enable Avista to meet the changing needs in energy
delivery such as Distributed Generation and Smart Grids with Grid Edge
Intelligence. It will also enable the ability to model complex network and
equipment such as electric substations and gas regulator stations to provide a
more accurate view of the assets in the field. The increased accuracy and
currency of the data along with modern mobile applications will provide field
personnel with powerful functionality to meet customer responsiveness
expectations. Finally, the advanced modelling will enable improved analysis
and reporting capabilities.

Include why the requested amount above is considered a prudent
investment, providing or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated throughout the project.

The AFM applications and data model have been used for nearly two decades
are approaching technology obsolescence. Continuing to utilize AFM would
continue to create Operating and Maintenance cost pressure while also creating
risks and lost opportunities. Additionally, any investment in the current system
is a sunk cost, as the system is limited in the functionality it can provide to our
staff as they serve both gas and electric customers. Replacing AFM will enable
Avista to take advantage of commercial GIS applications and an industry
standard data model that will provide improved mobile and desktop functionality,
increased collaboration capabilities and increased reliability far beyond the what
can be achieved with AFM.

Supplemental Information

2.8.1 Identify customers and stakeholders that interface with the business case
Customers will interface with the technology in this business case both
through their interactions with Avista personnel who will be using the

technology and through map-based information that they will have
access to through online methods such as the Avista website.

2.8.2 Identify anyrelated Business Cases

The work in the business case closely is related to the work in the Outage
Management System and Advanced Distribution Management System
business case.
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3.1

3.2

3.3

Steering Committee or Advisory Group Information

The Atlas Business Case has two levels of governance: The Executive
Technology Steering Committee (ETSC), and Project Steering Committees.
The committees review monthly project status reports, which identify project
scope, schedule and budget, as well as any risks and/or issues that the project
team is currently working on. The Atlas Program Team reports progress
monthly to the steering committees and other stakeholder groups.

Provide and discuss the governance processes and people that will
provide oversight

The Steering Committee for each project in the Atlas Program will be made up
of stakeholders from across the functional business units and Enterprise
Technology.

How will decision-making, prioritization, and change requests be
documented and monitored

Status reports to the steering committees will be used as the official review and
approval process for prioritization and change requests. Risks, issues and
change requests will be documented in project logs and kept as artifacts of each
project within Enterprise Technology’s project management software system.
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The undersigned acknowledge they have reviewed the Atlas Business Case and
agree with the approach it presents. Significant changes to this will be coordinated
with and approved by the undersigned or their designated representatives.

DocusSighed by

Signature: Miclacl [Frel Date: Ju1-07-2021 | 3:17 PM PDT
. _— SODCTCE06184AT .
Print Name: Mike Littrel
Title: Manager of Energy Delivery
Technology Projects
Role: Business Case Owner
DocuSigned by:
Signature: Sosle Dilacians Date: Jul-08-2021 | 7:18 AM PDT
. A3C?18T4I'6.‘564DD.._.
Print Name: Josh DilLuciano
Title: Director of Electric Engineering
Role: Business Case Sponsor
DocuSighed by:
Signature: Hossin, Medel Date: Ju1-07-2021 | 5:46 PM PDT
[EE— CACZDACTOCATAT .. ’
Print Name: Hossein Nikdel
Title: Director of Applications and
Systems Planning
Role: Steering/Advisory Committee Review
Template Version: 05/28/2020
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EXECUTIVE SUMMARY

Energy Delivery Modernization and Operational Efficiency (EDMOE) as a business case
supports both existing and new technologies leveraged by the Energy Delivery business
areas including Gas Engineering & Operations, Electric Engineering & Operations, Asset
Management & Supply Chain, Facilities, Fleet Operations & Metering. These technologies are
used to automate and augment business solutions bringing efficiencies and capabilities
to support the delivery of energy to our customers. This support includes the following: 1)
improving the performance and capacity of business resources by implementing new
functionality in existing technologies. 2) improving the performance and capacity of
business resources by implementing overall new technologies. 3) modernizing existing
technologies in accordance with product lifecycles and technical roadmaps, typically
through product or system upgrades. Due to an increase in vendor-driven planned
obsolescence, if these systems are not refreshed on a regular cadence, the ability of
Avista to meet customer, regulatory and compliance requirements will be at risk. Although
these are the primary purposes of this business case, other benefits include cost savings,
safety, regulatory compliance and innovative customer-focused products and services.

The total program budget over the next five years is estimated to be $24.52M dollars.
The funds in this business case will be utilized to fund the EDMOE Program as detailed
in the supplemental information referenced in section 2.0 below. Though not exhaustive,
the list of supported technologies includes the following major systems: GIS our
geospatial information system, Maximo our enterprise work and asset management
system, ECM our enterprise content management solution where this solution is used in
support of energy delivery activities, Pl our plant information system where this system
is used to support our energy delivery activities, and Service Suite our mobile workforce
management system. Beyond these major systems, there are other miscellaneous
applications that are leveraged that also require periodic updates and enhancements.
The years 2021-2025 will be focused on the systems and capabilities detailed below.

VERSION HISTORY

Version | Implemented | Revision | Approved | Approval Reason
By Date By Date
1.0 Michael 07/21/2018 Initial version
Mudge
2.0 Michael 06/29/2020 Updated Template
Mudge
Business Case Justification Narrative Page 1 of 11
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GENERAL INFORMATION

Requested Spend Amount

$24,520,000

Requested Spend Time Period

01/2021-12/2025

Requesting Organization/Department

Energy Delivery

Business Case Owner | Sponsor

Michael Mudge | Hossein Nikdel

Sponsor Organization/Department

Enterprise Technology

Phase Execution
Category Program
Driver Performance & Capacity

1. BUSINESS PROBLEM

1.1 What is the current or potential problem that is being addressed?

The Energy Delivery business area utilizes a suite of technologies and
applications in order to better and more efficiently execute ongoing business
processes. As these business processes change, or new opportunities for better
or more efficient business processes emerge, these technologies need to
change as well. These changes often can be met through leveraging the
capabilities of existing systems with minor modifications or configuration
changes. We call these types of changes enhancements and set up minor
programs to support these activities. Examples of this type of activity includes
the GIS and Maximo enhancement packages. Sometimes these changes are
larger and require a project of their own, but still leverage existing in portfolio
products. Examples include the Centralized Planning and Scheduling project
which leverages our GIS system, or Facilities asset management which will
leverage our Maximo system. Other times these changes may require new
systems altogether with new or different capabilities. Regardless, these
changes require technology resources versed both in the changing business
processes and the systems being leveraged in order to make the changes.

Additionally, this suite of technologies, whether the applications themselves or
the technologies supporting them often require upgrades to keep them current
with vendor lifecycle roadmaps. The performance of these upgrades often
leverages the same resources as identified above, technology experts who
understand both the capabilities of the systems themselves as well as strong
familiarity with the business processes they support.

Under this business case, we are referring to the technologies and applications
leveraged by the Energy Delivery business areas including Gas Engineering &
Operations, Electric Engineering & Operations, Asset Management & Supply
Chain, Facilities, Fleet Operations & Metering. These technologies are used to
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automate and augment business solutions bringing efficiencies and capabilities
to support the delivery of energy to our customers. This support includes the
following: 1) improving the performance and capacity of business resources by
implementing new functionality in existing technologies. 2) improving the
performance and capacity of business resources by implementing overall new
technologies. 3) modernizing existing technologies in accordance with product
lifecycles and technical roadmaps, typically through product or system
upgrades. Although these are the primary purposes of this business case, other
benefits include cost savings, safety, regulatory compliance and innovative
customer-focused products and services.

The current major applications included in the Energy Delivery Program portfolio include:
o Geospatial platform environment - ArcGIS solution(s) - Esri
o Enterprise Asset Management system — Maximo solution(s) - IBM
o Time Series Operational Data - Plant Intelligence (Pl) solution(s) — OSlsoft
o Mobile Workforce Management — Mobile Dispatch solution(s) — ABB/Service Suite
o Fleet Asset & Work Order Management — FASuite solution(s) — Asset Works
e Crew Planning & Scheduling - Crew Manager solution(s) - Arcos
e System Operations Outage Management— CROW — Equinox
o Metering solution(s) — Itron
o OpenWay Riva
o MV90
o Field Collection System (FCS)
o Fixed Network
o TWACS
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1.2

1.3

1.4

Discuss the major drivers of the business case (Customer Requested, Customer
Service Quality & Reliability, Mandatory & Compliance, Performance & Capacity, Asset

Condition, or Failed Plant & Operations) and the benefits to the customer

At the core of the EDMOE business case is the ongoing support and
development of the technologies that enable the Energy Delivery business
areas including Gas Engineering & Operations, Electric Engineering &
Operations, Asset Management & Supply Chain, Facilities, Fleet Operations &
Metering. These technologies enable the workers in these various teams to
respond to customer requests faster; provide information to customers that is
more accurate, timely and complete; and improves customer satisfaction when
they interact with Avista. Other benefits for the company and our customers
include cost savings, safety, regulatory compliance and innovative customer-
focused products and services. This business case supports the ongoing
changes necessary to improve the performance and capacity of these business
areas. Although performance and capacity are the key driver, this business case
where necessary also supports the other major drivers listed.

Identify why this work is needed now and what risks there are if not
approved or if the work is deferred

The suite of technologies managed under this business case and the business
processes they enable in many cases are core to Avista’'s ability to deliver
energy safely and reliably to our customers. These technologies and the
business processes they support change on a continual basis based on both
internal and external drivers. These drivers include continuous improvements in
business process, continuous improvements in safety, changing compliance
requirements, changing regulatory requirements, vendor driven change, product
obsolescence, changes in customer expectations, as well as changes in system
reliability.

Additionally, as these changes are ongoing in nature, they require a minimum
level of staff capability to support these necessary changes. If the work is
deferred or delayed, the technologies will not be in alignment with changing
business processes, the technologies will not support improvements in safety,
regulatory, or compliance, and the technologies will not be aligned with vendor
driven change. Further, if deferred or delayed (meaning the labor required to do
the work is made unavailable) when the work is funded the staff required to
implement these changes will not be readily available or will likely be more
expensive to hire.

Identify any measures that can be used to determine whether the
investment would successfully deliver on the objectives and address the
need listed above.

Each project within the EDMOE business case has a project charter which
includes project costs, schedule, deliverables and benefits. Each project will
have a steering committee assigned. Throughout the duration of each project
the steering committee will be provided status reports on a monthly basis.
These status reports will include updates on project scope, schedule and
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budget, as well as any risks and/or issues that the project team is currently
working on.

Each program within the EDMOE business case has a steering committee that
prioritizes a backlog of required enhancements and changes in support of
changing business process, cost savings, new safety, regulatory or compliance
work, and customer driven requirements. These often result from technology
demand related to transformations in the utility industry and continual changes
required to meet expanding customer needs, as well as the drive to achieve
operational efficiencies. Recent trends in the area of mobility, scalability, and
the move towards Commercial off the Shelf (COTS) solutions that enhance
and/or improve conventional business practices and processes also influence
these efforts.

1.5 Supplemental Information

1.5.1 Please reference and summarize any studies that support the problem

The technologies and applications improved upon and delivered under this business
case automate and enable key business processes used today to deliver safe and
reliable energy to our customers. These technologies and applications require
ongoing enhancements and sometimes replacement to keep them in line with
changing business processes and with changing vendor roadmaps. Technical
resources with specialized skills who are familiar with these supported business areas
are required to make the ongoing changes. This business case supports the required
changes, along with the technical resources, for technologies and applications that
support the Energy Delivery business areas including Gas Engineering & Operations,
Electric Engineering & Operations, Asset Management & Supply Chain, Facilities,
Fleet Operations & Metering.

Option Capital Cost Start Complete

Recommended Solution $24.52 Million | 01 2021 12 2025

2.1 Describe what metrics, data, analysis or information was considered when
preparing this capital request.
A thorough review of the list of technologies and applications currently
providing automation to Energy Delivery business processes was performed.
Based on this cataloging, two types of activities were identified, projects and
programs. Projects are typically used to support one-time major efforts such as
software or platform upgrades, technology replacement or technology
implementation. Programs are typically used to enhance existing technologies,
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2.2

2.3

keeping the technology in line with existing and evolving business process or
to facilitate implementation of additional digitization of business process using
existing technologies. For projects, estimates were developed based on
identified staffing requirements, software and hardware requirements (license
and product costs), and professional service requirements. These were based
on current scope and schedule estimates. For Programs providing ongoing
enhancements or new functionality to support changing or developing business
process the costs were estimated based on staffing, license, professional
service, and product costs identified through historical trends.

Discuss how the requested capital cost amount will be spentin the current
year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverables that will result from the capital spend?). Include
any known or estimated reductions to O&M as a result of this investment.

The costs incurred under this business case across the next five years will be
spent on product licenses, hardware, professional services and labor in support
of the technical systems in place across the Energy Delivery business area.
Significant costs include the cost of ESRI term licenses, Labor and professional
services costs to implement Maximo for Facilities Asset Management, Labor
and Professional Services to implement a replacement for EngDraw, Labor
costs to develop a new Gas Control Desk Logging solution, Labor to continue
enhancements to our GIS system in support of business process, Labor to
continue enhancements to our Maximo solution in support of business process,
Labor to upgrade our Maximo solution in line with vendor product lifecycles,
Labor to support enhancements to our Plant Information (PI) system in support
of business process, Labor and hardware updates necessary to support
enhancements and upgrades of our AMI head end platform in support of
business process and vendor product lifecycles, Labor in support of upgrading
MV90 and TWACS in line with vendor product lifecycles, Labor and professional
services to support upgrading Mobil Dispatch in line with vendor lifecycles.
Labor and professional services for smaller applications in line with vendor
product lifecycles. The timelines for this work have been developed with the best
information available today and represent ideal scenarios. It is subject to change
based on priorities, availability of shared labor, and our ability to find appropriate
professional services.

Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.

Each project and program within the EDMOE business case includes a business
process and stakeholder analysis to determine the organization change
management and training needs where necessary. This analysis is then used
to deliver communication to the stakeholders throughout the project or program
and where required is used to develop end user training.
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2.4 Discuss the alternatives that were considered and any tangible risks and
mitigation strategies for each alternative.

Each Project under this business case is evaluated before inception to review
alternatives, tangible risks, and mitigation strategies for each alternative prior to
beginning. This evaluation is reviewed with stakeholders as part of the
chartering process. For programs, each has its own steering committee to
evaluate risks and prioritize the work prior to inception.

2.5 Include a timeline of when this work will be started and completed.
Describe when the investments become used and useful to the customer.
spend, and transfers to plant by year.

The timelines shown in the table below for this work has been developed with
the best information available today and represent ideal scenarios. It is subject
to change based on priorities, availability of shared labor, our ability to find
appropriate professional services and current estimates of scope.

Projects/Progr
ams/Licenses 2021 2022 2023 2024 2025
ESRI ELA Q1/2024-
(Licenses) 12/2021 Q4/2024
Facilities Asset
Management - Q1/2021-
Maximo Q4/2021
ECM Eng Draw Q1/2021-
Replacement Q4/2021

Q1/2021-
Gas Control Q4/2021
GIS Q1/2021- Q1/2022- Q1/2023- Q1/2024- Q1/2025-
Enhancements Q4/2021 Q4/2022 Q4/2023 Q4/2024 Q4/2025
Maximo
Enhancements Q1/2021- Q1/2022- Q1/2023- Q1/2024- Q1/2025-
/Upgrade Q4/2021 Q4/2022 Q4/2023 Q4/2024 Q4/2025
Pl Q1/2021- Q1/2022- Q1/2023- Q1/2024- Q1/2025-
Enhancements Q4/2021 Q4/2022 Q4/2023 Q4/2024 Q4/2025
AMI
Enhancements Q1/2021- Q1/2022- Q1/2023- Q1/2024- Q1/2025-
/Upgrade Q4/2021 Q4/2022 Q4/2023 Q4/2024 Q4/2025
MVS0 Q1/2021- Q1/2024-
Upgrade Q4/2021 Q4/2024
TWACS Q1/2021- Q1/2024-
Upgrade Q4/2021 Q4/2024
Business Case Justification Narrative Page 7 of 11
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Service Suite Q1/2022-

Upgrade Q4/2022

Misc. Q1/2021- Q1/2022- Q1/2023- Q1/2024- Q1/2025-

Upgrades Q4/2021 Q4/2022 Q4/2023 Q4/2024 Q4/2025
2.6 Discuss how the proposed investment aligns with strategic vision, goals,

objectives and mission statement of the organization.

Avista has a as its mission to improve our customers lives through innovative
energy solutions. Safely, Reliably, Affordably. Avista has as its Focus Areas:
Our Customers, Our People, Perform, and Invent. This business case supports
the Technologies in the Energy Delivery Business area. Half of all our customer
contacts happen in the field as we work to service and deliver energy to meet
our customer needs. Every interaction is an opportunity to better our customers
lives through informed field workers who have the necessary information to do
their job.

The systems that support these activities and are supported under this business
case include Maximo our Work and Asset Management system, GIS our
Geospatial Information System, and Mobile Dispatch/Service Suite our Mobile
Work Management system. These systems are highly leveraged to enable the
work our Field Workers perform for our customers and supports them doing so
safely, reliably and affordably.

This business case also supports our Metering systems — MV90, TWACS, Fixed
Network, and Itron RIVA. These systems are critical to obtaining our customers
meter reads for proper billing. Pl is our Engineering Analytics platform that
collects sensor data from various distribution sensors including our Itron Riva
Meters, this data is used to analyze the performance of our distribution system
and to support making changes to improve efficiencies and identify anomalies
requiring correction.

The Gas Control Desk is required to Log certain events pertaining to Avista’s
gas infrastructure. This is currently done in a homegrown shared access
database application. The requirements for capturing gas control information
has outgrown the capabilities of the application and Avista risks possible non-
compliance status and subsequent monetary failures if a system failure were to
occur. Moving to a centralized and supported application will benefit Avista and
its customers by providing a more reliable method of recording gas events in
order to keep our employees and customers safe and meet compliance with
DOT regulations. Similarly, EngDraw is a twenty-year-old custom-built
document management system that needs replacing. It is end of life, is
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2.7

inefficient in searching for all necessary documents, and is not compatible with
3D files which are being used by Generation and soon by Substation. This leads
to inefficiencies, safety risk, and data incompatibilities.

Today, Facilities Work and Asset Management is currently done manually using
tools such as Microsoft Excel (spreadsheets) and Microsoft Exchange (email).
This leads to inefficiencies, delays, and duplication in areas like communication,
preventative maintenance, asset lifecycle information, and procurement
planning. Without automation of some of these processes, the Facilities team
will either need to increase staffing levels to keep up or risk continuing to fall
behind on preventive maintenance and asset lifecycle planning. Benefits include
(but not limited to) an anticipated productivity increase for all Facilities staff in
planning, scheduling, and recording work. This includes all work types of project
delivery, operate & maintain, and emergency break/fix. Asset information would
be stored and updated from a central location. Another key benefit is mobile
access to information in the field, which reduces paper and aids in productivity.
All these anticipated benefits also support the proof of prudency required for
Avista's capital investment in digital tools to support business process. Include
why the requested amount above is considered a prudent investment, providing
or attaching any supporting documentation. In addition, please explain how the
investment prudency will be reviewed and re-evaluated throughout the project.

Include why the requested amount above is considered a prudent
investment, providing or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated throughout the project.

Avista’s Energy Delivery and Shared Services technology systems are a necessity, as
they provide essential functions to our employees and customers throughout all service
territories. These vital systems require systematic upgrades and enhancements in
order to maintain reliability, compatibility, and reduce security vulnerabilities.

This funding level will provide the appropriate technology and development to meet the
periodic upgrades and enhancements prioritized by the Energy Delivery and Shared
Services (ED) governance committee. This funding is necessary to mitigate the risk of
unsupported applications, security liability, and significantly higher costs as a result of
the deferment of upgrades and enhancements, etc.

Investment prudency is reviewed by the Steering Committee to ensure alignment of
initiatives through judiciously selected and implemented projects. The funding
requested as part of this program generally fits these initiatives and are assigned to
specific projects (with Steering Committee oversight) as they are identified. Also, the
Business Case owner will work with Steering Committee(s) to set project priority and
sequence over a five-year planning period, subject to any additional funding changes
as directed by the Capital Planning Group (CPG). Each program and project steering
committee meet regularly to review the demand to ensure that it aligns with Avista’s
strategies. The Steering Committee oversees scope, schedule and budget within their
respective programs and projects and inform the Business Case owner of any changes
needing escalation to the Technology Planning Group (TPG) or CPG for decision-
making around resource or funding constraints.
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2.8

3.1

3.2

3.3

Supplemental Information

2.8.1 Identify customers and stakeholders that interface with the business case

Customers will interface with the technology in this business case both
through their interactions with Avista personnel who will be using the
technologies and through map-based information that they will have
access to through online methods such as the Avista website.

2.8.2 Identify any related Business Cases
None

Steering Committee or Advisory Group Information

The EDMOE Business Case has two levels of governance: The Executive
Technology Steering Committee (ETSC), and Project Steering Committees.
The committees review monthly project status reports, which identify project
scope, schedule and budget, as well as any risks and/or issues that the project
team is currently working on. The EDMOE Program Team reports progress
monthly to the steering committees and other stakeholder groups.

Provide and discuss the governance processes and people that will
provide oversight

The Steering Committee for each project in the EDMOE business case will be
made up of stakeholders from across the functional business units and
Enterprise Technology.

How will decision-making, prioritization, and change requests be
documented and monitored

Monthly status reports to the steering committees will be used as the official
review and approval process for prioritization and changes request. Risks,
issues and changes requests will be documented in project logs and kept as
artifacts of each project within Enterprise Technology’s project management
software system.

The undersigned acknowledge they have reviewed the EDMOE Business Case and
agree with the approach it presents. Significant changes to this will be coordinated
with and approved by the undersigned or their designated representatives.

DocuSigned by:

Signature: ﬁmzo}é} Date: Jul1-31-2020 | 1

:46 PM PDT

\——44COBE3C52404B4...
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Print Name:

Title:

Role:

Signature:

Print Name:

Title:

Role:

Signature:

Print Name:

Title:

Role:

Michael Mudge

Application Delivery Manager

Business Case Owner

DocuSigned by:

tassein. Medel

E4E2D9CTEE4747F ...

Date: Jul-31-2020 | 1:52 P™M PDT

Hossein Nikdel

Director of Applications and
Systems Planning

Business Case Sponsor

DocuSigned by:
@os(n D{(miw Date: Jul-31-2020 | 1:53 P™M PDT

A3C71874F6564DB

Josh DiLuciano

Director of Electric Engineering

Steering/Advisory Committee Review
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Technology

GENERAL INFORMATION

Requested Spend Amount $29,638,000

Requested Spend Time Period 5 years

Requesting Organization/Department Energy Resources

Business Case Owner | Sponsor Brian Hoerner | Jason Thackston
Sponsor Organization/Department Enterprise Technology

Phase Execution

Category Program

Driver Performance & Capacity

1. BUSINESS PROBLEM

1.1 What is the current or potential problem that is being addressed?

This program is required to support the application-related technology initiatives for all
areas within Energy Resources. These areas include Power Supply, Gas Supply,
Generation Production Substation Support (GPSS), and Environmental & Real Estate.

Application refresh projects are necessary due to the continuous requirement to provide
updates, upgrades and/or replacements on existing Energy Resources applications, as
they are required to respond to changing business needs and/or technical
obsolescence. Application refreshes/upgrades are essential in order to remain current,
maintain compatibility, reliability, and address security vulnerabilities.

Application expansion projects result from demand related to transformations in the
utility and continuous technology progression required to achieve operational
efficiencies and strategic objectives. Recent trends in the areas of mobility, scalability,
and employee experience, require technological expansion of conventional business
practices and processes.

1.2 Discuss the major drivers of the business case (Customer Requested, Customer
Service Quality & Reliability, Mandatory & Compliance, Performance & Capacity, Asset
Condition, or Failed Plant & Operations) and the benefits to the customer

The primary investment driver for the Energy Resources Business Program is
Performance and Capacity. A secondary investment driver, nearly as important as the
first, is Asset Condition.

Many of the applications and respective projects in this Business Case provide direct
support to Avista customers, while the remaining provide many indirect benefits.

Some benefits to upgrades and enhancements to these systems include:
e Promoting Risk Management
e Utilizing technology to make more informed decisions
e Monitoring of generation facilities
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Technology

1.3

1.4

1.5

e Sharing generation resources to provide a more efficient use of renewable
energy at the lowest available cost

e Advancing the ‘Innovation and Performance’ focus
Increasing productivity and efficiency

e Maintaining compliance with all FERC, NERC, and FCC rules

Identify why this work is needed now and what risks there are if not
approved or is deferred

The projects and initiatives listed above provide functional enhancements that address
ongoing changes in the workplace, provide increased employee efficiency through the
reduction of steps required to complete a task, and make better use of Avista resources.
They shift costs from inefficient processes to more value-driven activities.

The primary alternative to these projects is to use existing systems as-is and to not put
new systems in place. This perpetuates inefficiencies as employees are less efficient
and effective.

Working through these projects as suggested, reduces Avista’s overall risk exposure
by ensuring Avista is using funds in the most cost-efficient manner and by maintaining
a culture of performance and innovation, which has a positive impact on our employees
and customers.

Identify any measures that can be used to determine whether the
investment would successfully deliver on the objectives and address the
need listed above.

The Energy Resources business team utilizes technology as a critical component to
meeting their strategic objectives. Some success measurements would include; risk
avoidance, system reporting, and better forecasting results.

Constraints and risks are possible and would hinder the delivery of the outlined
objectives. In these circumstances, the Business Case owner would work with Steering
Committee(s) to set project priority and sequence, subject to any additional funding
changes as directed by the Capital Planning Group (CPG). Each program and project
Steering Committee meets regularly to review the demand to ensure that it aligns with
Avista’s strategies. The Steering Committee oversees scope, schedule and budget
within their respective programs and projects and inform the Business Case owner of
any changes needing escalation to the Technology Planning Group (TPG) or CPG for
decision-making around resource or funding constraints.

Supplemental Information
1.5.1 Please reference and summarize any studies that support the problem
NA

1.5.2 For asset replacement, include graphical or narrative representation of
metrics associated with the current condition of the asset that is proposed
for replacement. NA

Business Case Justification Narrative Page 2 of 10

Page 154 of 277



DocuSign Envelope ID: 0C2E5F5F-333E-4A93-8A90-917E74FES5DD Exh. JMK-2

Energy Resources Modernization and Operational Efficiency

Technology

The recommended solution to ensure that Energy Resources can meet these initiatives and
respective timelines over the next five years, is to follow the recommended application refresh
and expansion requirements for Energy Resources applications. The requested allocation is
based primarily on compatibility, reliability, security, and safety. Additional criteria considers
maintaining operational efficiencies and aligning with strategic objectives. Conventional
business practices and processes must be scalable, provide mobility, and focus on the
employee and customer experience.

The project roadmap for the next five years includes refreshing and/or expansion initiatives
made possible by these core Energy Resources systems

e Energy Risk Management and Energy Trading — Managing Avista’s collection of
energy assets, asset position, and relationships within the various energy markets.
Supported applications include:

@)

Avista Decision Support System (ADSS) — Forecasting and decision support
for Energy Traders and Planners, developed and maintained by Avista.
(NOTE: The ADSS development is funded via its own business case through
2021. Only enhancements and updates in 2021 and beyond are included
here.)

Settlement Solutions — Commercial software solution to support Avista’s
sales activity and submission of bids into the California Independent System
Operator (CAISO) market. The application provides functionality in the areas
of CAISO invoice payments, analysis, and reconciliation, as well as the ability
to submit bids into the CAISO markets with a high degree of speed and
flexibility.

Nucleus — An energy risk management and energy trading tool enhanced and
maintained by Avista, captures all wholesale energy transactions, including
significant metering data and forward pricing curves, provides data for tracking
energy positions, credit monitoring, compliance reporting, financial reporting,
accounting, and market drivers.

Energy Risk Management Replacement (ERM) - This estimate includes the
replacement of the Nucleus application starting in 2023 and completing in
2025. This very rough estimate would increase the yearly spend by
approximately $5,000,000 in those years. There are both technical and
business needs that support this replacement, such as the maintenance
required to maintain a custom solution (including the supporting infrastructure),
and the ability to scale and improve process and efficiencies. This will likely
require its own Business Case given the scope and complexity. We want to
ensure that there is visibility surrounding this body of work and that the
roadmap continues to incorporate the desire to invest in this Energy Risk
Management (ERM) system.

e Gas Forecasting — Understanding the supply, demand, and market influences on
natural gas volume and prices. Supported applications include:

@)

Nostradamus — An off-the-shelf industry solution used in gas forecasting.

e Work Management / Project Management — Asset management, preventative/
unplanned work management, and construction project/portfolio management for
Generation Production and Substation Support (GPSS). Supported applications
include:
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o Maximo for GPSS — Work and Asset Management utilizing modules of
Maximo, an off-the-shelf industry solution provided by IBM and used in various
Avista business units.

o Oracle Primavera (P6) — Enterprise Project and Portfolio Management tool
used for project portfolio management, scheduling, risk analysis, and
collaboration., provided by Oracle. Implementation is forecasted for late 2020-
early 2021.

e Generation Plant and Substation Operations — Control and monitoring of
operations at all plants and substations from a single location. Supported applications
include:

o Ignition (replacing Wonderware) — An off-the-shelf industry solution under the
Human Machine Interface (HMI) called Ignition that handles control and
monitoring of most Avista generation and substation locations.

o Stackvision - Software that is used for monitoring the stack emissions at the
Rathdrum Combustion Turbine.

¢ Fuel Inventory Management — Management of Avista’s biomass fuel (in the form of
logging and mill wood waste) at its Kettle Falls thermal plant. Supported applications
include:

o WeighWiz — Part of an off-the-shelf Log Inventory and Management
System (LIMS) dedicated to timber and wood products procurement and
management

e Licensing / Cross-Functional / Other — Not every project fits nicely into one of the
initiatives above. Some are cross-functional, and some are simply good ideas that
continue to improve upon Avista’s workplace (OATI / Gurobi).

Upcoming technology-related initiatives for the Energy Resources business area include the
continuous improvements to work management processes via the Maximo Anywhere
application, HMI enhancements to optimize the generation and substation monitoring, and
the utilization and optimization of the Oracle Primavera Cloud Project and Portfolio
Management tool, and Plexos (ABB Sendout System Replacement) implemented in 2021.
This business case will support these initiatives along with required refresh projects.

These projects are within industry norms for like-sized Energy Resources departments within
like-sized utilities and are accepted and widely adopted approaches used within the energy
industry.

Capturing every detail of every project over the course of the next five years is not possible.
This is part of why the Steering Committee exists — to help propel Avista forward in its
initiatives through intelligently selected and implemented projects. The funding requested as
part of this program generally fits these initiatives and will be assigned to specific projects
(with Steering Committee oversight) as they are identified.

Option Capital Start Complete
Cost
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Recommended Solution $29,638,000 | 01 2022 12 2026
> Alternative #1 — Without Energy Risk Management $14,638,000 | 01 2022 12 2026
Implementation
> Alternative #2 — Funding at a lower amount $13,500,000 | 012022 12 2026
2.1 Describe what metrics, data, analysis or information was considered when

2.2

2.3

preparing this capital request.

As part of the 5-year planning process, Enterprise Technology and the Energy
Resources department leaders meet to review the technology demand that is derived
from maintaining the current ‘core’ systems currently in place, as well as enhancements
or new technology that enables the business to meet their strategic initiatives.

These estimates were developed based on the historical trends for enhancement work
(Nucleus, Maximo & ADSS), and the product roadmaps for upgrades and licensing
renewals, as well as high-level estimates for new product technologies. High level
estimates are collected by the business level subject matter expert(s), technology
domain architect(s), and delivery management team(s). The schedule was developed
with the most recently available information and is subject to change pending risks,
competing priorities, dependencies, etc.

Discuss how the requested capital cost amount will be spent in the current
year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverables that will result from the capital spend?). Include
any known or estimated reductions to O&M as a result of this investment.

Due to budget constraints within ET Applications and the Energy Resources Business
Case over the past couple of years, the majority of 2022 will be focused on ensuring
we are as current as we need to be to maintain support, compatibility, reliability, and
security. After 2022, the goal is to maintain that standard, while moving toward more
strategic objectives and potentially replacing some outdated systems to create
efficiencies and cost savings. Many of the enhancements planned will create significant
value quantitatively and qualitatively, such as the 5 Year unlimited Gurobi licenses that
reduce O&M in future years, as well as the need to purchase additional licenses (only
the renewal).

Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.

The function of Energy Resources and associated technology is critical to Avista’s
ability to function. Although there is not a direct touchpoint within every area of the
company, the ability for this business area and job functions to succeed, is dependent
on the understanding and support of Avista’s employees and contractors.

This Business Case intends to grow significantly with many of the major initiatives and
new technologies that will be supported under Energy Resources. (ADSS, HMI).
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2.4

2.5

Discuss the alternatives that were considered and any tangible risks and
mitigation strategies for each alternative.

> Alternative #1 - Without Energy Risk Management Replacement/Implementation

This estimate does not include the Energy Risk Management Replacement (ERM)
replacement / Implementation summarized in Section 2. It could potentially be moved
to its own business case, delayed, or not implemented. There are both technical and
business needs that support this replacement, such as the maintenance required to
maintain a custom solution (including the supporting infrastructure), and the ability to
scale and improve process and efficiencies.

» Alternative #2 — Funding at a lower amount

Funding at a lower amount would impose risks of systems to fall out of support based
on technology vendor-driven lifecycles, as well as degrade appropriate levels of
performance and capacity needed to sustain existing automated or technology-
supported business processes or to keep automated solutions in line with changing
business processes. Estimates include labor and non-labor forecasts based on
historical trends and anticipated expenses, which support the skillset, product, and
licensing entitlements required to keep the systems current. This alternative has a
number of factors working against it. It would result in the need to run the projects at a
slower pace or defer existing system enhancements. This alternative would cause a
decline in the number of enhancements implemented and efficiencies gained each
year. While the work would likely get pushed to future years, the ability to meet planned
strategic objectives would be delayed even further. In short, while feasible, funding at
a lower level reduces the timing of efficiency gains, adds risk that Avista would have to
take extra measures to retain functions and could impact Avista’s ability to run the
business. It would increase the number of software application assets that would need
to be deferred, thereby increasing risk of obsolescence, losing maintenance and
support, and reducing automation efficiencies.

Include a timeline of when this work will be started and completed.
Describe when the investments become used and useful to the customer.
spend, and transfers to plant by year.

This is a program with discrete projects and packages that typically run annually and
Transfer to Plant within that same year. There are times that a project may start in
Q3/Q4 of one year and Transfer to Plant the following year. Typically, application
projects will Transfer to Plant about 60 days prior to the project completion date (due
to the post implementation warranty period and to capture the trailing charges).

The goal is to break out large/complex projects into smaller projects (phases) to avoid
scope creep, budget overages, and ensure the work can be properly prioritized. The
first phase of every project would be scoped at the Minimum Viable Product (MVP),
and subsequent phases would be scoped accordingly, based on the next highest
priority after MVP. This also allows for more accurate Transfer to Plant forecasts.
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2.6

2.7

Discuss how the proposed investment aligns with strategic vision, goals,
objectives and mission statement of the organization.

This is a program with discrete projects and packages that align with Avista’s vision,
mission and strategic objectives:

e To provide Better Energy for Life, you need Power and Gas Supply and Generation.
The Energy Resources team is dedicated to the safe and reliable systems that are
necessary to meet Avista’s vision.

e To improve our customers’ lives through innovative energy solutions, we also need
to have technology systems and processes that ensure we are making good
decisions, and consistently improving our ability to provide power utilizing
innovative technology that enables safety, reliability, and is cost effective.

e This program definitely enables people and performance but is also steadily making
its impact with innovation. The Energy Resources area uses some technology that
may be considered a differentiator in the marketplace (ADSS/Nucleus). The
roadmap consists of other technology solutions that will allow for more innovation
opportunity, once implemented.

Include why the requested amount above is considered a prudent
investment, providing, or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated Energy Resources throughout the project

Avista’s Energy Resources technology systems are a necessity, as they provide
essential functions to Avista. These vital systems require systematic upgrades and
enhancements in order to maintain reliability, compatibility, and reduce security
vulnerabilities.

This funding level will provide the appropriate technology and development to meet the
periodic upgrades and enhancements prioritized by the Energy Resources and
Enterprise Technology (ET) governance committee. This funding is necessary to
mitigate the risk of unsupported applications, security liability, and significantly higher
costs as a result of the deferment of upgrades and enhancements.

Investment prudency is reviewed by the Steering Committee to ensure alignment of
initiatives through judiciously selected and implemented projects. The funding
requested as part of this program generally fits these initiatives and are assigned to
specific projects (with Steering Committee oversight) as they are identified. Also, the
Business Case owner will work with Steering Committee(s) to set project priority and
sequence over a five-year planning period, subject to any additional funding changes
as directed by the Capital Planning Group (CPG). Each program and project steering
committee meets regularly to review the demand to ensure that it aligns with Avista’s
strategies. The Steering Committee oversees scope, schedule and budget within their
respective programs and projects and inform the Business Case owner of any changes
needing escalation to the Technology Planning Group (TPG) or CPG for decision-
making around resource or funding constraints.
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2.8

3.1

3.2

Supplemental Information

2.8.1 Identify customers and stakeholders that interface with the business case

The Energy Resources Steering Committee members include Business Case
Sponsors, Directors and Managers within Energy Resources, Finance, and the
Enterprise Technology (ET) Business Case Owner.

The ET Business Case Owner works in conjunction with the Product Owners,
Project Management Office (PMO), assigned Program Manager, and subsequent
Project Managers. The Business Technology Analyst (BTA) is also engaged at all
levels and serves as a liaison between ET and Energy Resources.

The ET Business Case Owner is accountable and responsible for all Business
Case related activities and assignments, but the Energy Resources team is
regularly consulted, informed as this directly impacts Energy Resources
stakeholders. This model is conducive to a strong partnership, which is key to
managing all of the dynamic intricacies throughout the course of the budget year.

2.8.2 Identify any related Business Cases

This Business Case is a program that has been functioning for the last 5 years
(prior to 2017, the majority of these projects were in the Technology Refresh and
Technology Expansion Business Cases).

Steering Committee or Advisory Group Information

The Energy Resources Steering Committee members include Business Case
Sponsors, Directors and Managers within Energy Resources, and the Business Case
Owner.

Provide and discuss the governance processes and people that will
provide oversight

The Energy Resources Business Case has four levels of governance: The Executive
Technology Steering Committee (ETSC); Technology Planning Group (TPG) of
Directors; Integrated Oversight Committee (IOC), and Program/Project Steering
Committees. Applicable stakeholders and disciplines meet regularly to govern the
business case and subsequent programs and projects.

The 10C evaluates and compares all of the application portfolio project priorities on a
weekly basis, utilizing risk, capacity, and other situational factors to ensure each
planned project is meeting critical milestones. The TPG sets priority across the
technology investment portfolio, balancing: strategic alignment, business value, and
customer benefits, as driven by the strategic initiatives established by the ETSC. The
Capital Planning Group (CPG), an independent body, establishes funding allocations
for each Business Case across the enterprise.

The Business Case is largely limited by the funding allocation and resource capacity
(staff) to meet its goals. The funding is generally established at the Business Case level
by the CPG. The resource capacity constraint is generally managed by the TPG and
the Business Case owner. Once the two constrains are established, the Business Case
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owner will work with steering committee(s) to set project priority and sequence over a
five-year planning period, subject to additional funding changes as directed by the CPG.

3.3 How will decision-making, prioritization, and change requests be
documented and monitored

Project prioritization is evaluated by the management team on a weekly basis through
the IOC. Each program and project steering committee meets regularly and oversees
scope, schedule and budget within their respective programs and projects and inform
the Business Case owner of any changes needing escalation to the TPG or CPG for
decision-making around resource or funding constraints.

Any changes in funding or scope are documented at the Business Case level, via
Change Request document that is presented to the CPG on a monthly basis and
evaluated by the CPG for approval.

Changes in scope, schedule, or budget are also documented through a ‘Change
Request’ at the project level and reviewed and approved through a formal workflow
process. All Enterprise technology projects in this business case are managed through
the PMO, which follows the Project Management Institute (PMI) standards. Projects
initiate with a ‘Charter’ to begin the planning process. When planning is complete, a
‘Project Management Plan (PMP)’ is created and approved as the projects baseline for
scope, schedule and budget. At the end of execution, an ‘Approval to Go Live’ is
submitted and approved prior to implementation (Transfer to Plant). After the
technology is in service and out of the warranty period, the Project Manager will hold a
Lessons Learned, and subsequently submit an ‘Approval to Close’ prior to finishing the
project. All Monitor and Control documentation and Change Requests are documented
and stored to ensure a comprehensive audit trail.

The undersigned acknowledge they have reviewed the Energy Resources
Technology Business Case Narrative and agree with the approach it presents.
Significant changes to this will be coordinated with and approved by the undersigned
or their designated representatives.

DocuSigned by:

Signature: Brian. Kovrwar Date: 3Jun-30-2021 | 1:58 PM PDT
. - ?AETBA99E1F54CF...
Print Name:  Brian Hoerner
Title: Application Delivery Manager
Role: Business Case Owner
DocuSigned by:
Signature: Sasn Tladkstn Date: Jun-30-2021 | 2:34 PM PDT

- ECS1BFFO0236450. .

Print Name:  Jason Thackston
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Officer
Role: Business Case Sponsor
DocuSigned by:
Signature: @a&ow (,aw{; Date: Jul-01-2021 | 7:26 AM PDT
. - 43CAEER04DADAAS
Print Name:  Jason Lang
Title: Director, Finance Risk & Asst. Treasurer
Role: Business Case Governance
DocuSigned by:
Signature: @w Widkers Date: Jun-30-2021 | 1:56 PM PDT
. - SESEEAEFABBO4AA, |
Print Name:  Andy Vickers
Title: Director, Generation, Production,
Substation Support
Role: Business Case Governance
DocuSigned by:
Signature: Seatt {:wwu,q Date: Jul-01-2021 | 2:45 PM PDT
. - SOD41B164A3B414.
Print Name:  Scott Kinney
Title: Director, Power Supply
Role: Business Case Governance
DocuSigned by:
Signature: Jbobp Marcliouse Date: Jun-30-2021 | 1:42 PM PDT
. - A7E641DEAECEAFC. .
Print Name:  Jody Morehouse
Title: Director, Gas Supply
Role: Business Case Governance
DocuSigned by:
Signature: Nacsls Kidt Date: Jun-30-2021 | 5:52 PM PDT
. - 3E33E10FE¢_35E4?A...
Print Name:  Jacob Reidt
Title: Manager, Project Delivery
Role: Business Case Governance
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EXECUTIVE SUMMARY

The Finance and Accounting Technology business case supports financial applications critical to
Avista Corporation’s financial health and compliance with regulatory requirements, enabling
Avista to provide Better Energy for Life to our customers. These applications serve all of Avista’s
customers and operations throughout all service territories. To maintain the business processes,
applications, and systems supported by this business case, the recommended funding amount is
$16.1M for the next five years or $2.3M to $3.8M per year. This funding level will provide the
appropriate technology and development labor to complete periodic upgrades to maintain the
reliability of the financial systems. This funding level will also maintain the development staff
required to enhance the technology solutions to keep pace with business process drift or change.

This is a program business case and is intended to run year over year to maintain the business
applications and align with changes in the utility and its business processes. Failure to fund this
business case at the recommended level will hinder Finance and Accounting’s ability to keep
pace with the transformation of utility operations and innovation strategies and will continue to
compromise our ability to maintain the systems in a secure and compliant manner. Additionally,
a lower funding amount will result in a reduction of technical staff with institutional business
process and technology knowledge that will increase the risk to the company’s financial health,
including ability to meet required financial reporting requirements, access to financial markets,
and ability to mitigate audit risk surrounding control failure.

VERSION HISTORY

Version | Author Description Date Notes

1.0 Leianne Raymond Updated for 2022-2026 | 6/30/21 Drafted

1.1 Stacey Wenz Review/Edits 7/7/21 Added Timeline

1.2 Graham Smith Review/Edits 7/7/21 Added alternative 1 summary
GENERAL INFORMATION
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Requested Spend Amount $16,165,000

Requested Spend Time Period 5 years

Requesting Organization/Department Finance, Accounting, Financial Planning &
Analysis

Business Case Owner | Sponsor Graham Smith | Ryan Krasselt

Sponsor Organization/Department Enterprise Technology

Phase Execution

Category Program

Driver Performance & Capacity

1. BUSINESS PROBLEM

1.1

1.2

1.3

What is the current or potential problem that is being addressed?

The Finance and Accounting business area utilizes a collection of business applications
to complete the reoccurring business processes. These business processes change
on a frequent basis which is driven by a number of factors. The frequency of the change
is dictated by the lifecycles of the applications governed in this business case and these
changes require resources and technology solutions. This business case provides the
resources to keep the systems and automation processes in line with the changes in
business process, as well as ensuring the systems are current in their lifecycle to
maintain supportability, compatibility, security, and reliability.

Discuss the major drivers of the business case (Customer Requested, Customer
Service Quality & Reliability, Mandatory & Compliance, Performance & Capacity, Asset

Condition, or Failed Plant & Operations) and the benefits to the customer

The primary driver of this business case is performance and capacity, with asset
condition being secondary. As mentioned above, maintaining systems to align with
current state business process, is what allows this business area to operate in an
efficient manner. The lifecycle management of the applications under this business
case are also critical to maintain supportability and performance of the applications.
These lifecycles are largely dictated by the technology solutions that we use. All of this
work is being done to enable efficiencies, reduce risk and enable Avista to best serve
our internal and external customers. Without properly managed business processes or
lifecycles of these applications, our customers would potentially see difficulty in our
ability to report company financials, which could jeopardize our ability to access capital
markets and impair customers’ ability to trust our integrity, and the reliability of services
that we provide.

Identify why this work is needed now and what risks there are if not
approved or is deferred

The projects and initiatives within this Business Case support orderly management of
the business processes and technology utilized by this business area. If not funded, we
risk the functionality and supportability of the applications, and increase our exposure
to security risks.
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1.4

1.5

By not performing incremental upgrades and improvements to the business
applications, the risk of failure of either those business processes or the applications
that support those business processes increases. Additionally, by not funding the
requested amount, it will impact the technology staff that is used to support these
applications. This technology staff provides valuable insights and is highly
knowledgeable as to the internal workings of Avista and corresponding applications.
The loss of those team members could result in significant setbacks. It takes between
six to nine months to gain the business process knowledge and understanding to be
able to efficiently support these systems. Technology progresses on a constant basis
and work is required to be able to keep pace with those advancements.

Identify any measures that can be used to determine whether the
investment would successfully deliver on the objectives and address the
need listed above.

A measurement that can be used to track this business case over a longer period of
time is evaluation of the ‘vendor provided’ support timeline in comparison to the version
that is being utilized in Avista’s portfolio of applications.

Supplemental Information
1.5.1 Please reference and summarize any studies that support the problem

For asset replacement, include graphical or narrative representation of
metrics associated with the current condition of the asset that is proposed for
replacement. NA

Option Capital Start Complete
Cost
Recommended Solution $16,615,000 | 01 2022 12 2026

» Alternative #1 — Funding at a higher level to | $20,000,000 | 012022 12 2026
accommodate transformation and automation (section
2.4)

> Alternative #2 - Funding at a lower level / Waterline | $7,600,000 | 01 2022 12 2026
(section 2.4)

2.1

Describe what metrics, data, analysis, or information was considered
when preparing this capital request.

As part of the 5-year planning process, Enterprise Technology and the Finance and
Accounting department leaders meet to review the technology demand that is derived
from maintaining the current ‘core’ systems currently in place, as well as enhancements
or new technology that enables the business to meet their strategic initiatives.

These estimates were developed based on the historical trends for enhancement work
(EBS/PP), the product roadmaps for upgrades and licensing renewals, as well as high-
level estimates for new product technologies. High level estimates are collected by the
business level subject matter expert(s), technology domain architect(s), and delivery
management team(s). The schedule was developed with the most recently available
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2.2

2.3

2.4

information and is subject to change pending risks, competing priorities, dependencies,
etc.

Discuss how the requested capital cost amount will be spent in the current
year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverables that will result from the capital spend?). Include
any known or estimated reductions to O&M as a result of this investment.

This business case is in place to reduce the risk to the back-office business operations,
specifically related to finance and accounting area. There are no direct reductions to
O&M investments by this capital investment, however not investing in this program on
a year over year basis will result in increased expense to address application defects
as a result of a non-supported platform. Additionally, not keeping the systems in line
with current business processes will also result in inefficiency in work process, which
creates increasing O&M pressure.

Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.

The business process supported by this business case impacts all of the financial
transactions for the company. Failure to support these systems may cause numerous
near term and downstream impacts. A few examples would be, the creation of a new
accounting project, a new customer construction request, to the payment of an
invoice. These are critical functions of the company and require technology to be
executed efficiently and successfully.

Discuss the alternatives that were considered and any tangible risks and
mitigation strategies for each alternative.

> Alternative #1 - Funding at a higher level to accommodate transformation and

automation

Funding at this level would enable Avista to remove technology system risk by
accelerating system upgrades and bringing most of the financial systems to the current
version rather than waiting until the systems are end of life or end of support from the
vendors. This funding level would allow for automation of manual regression testing
of the systems which would enable faster time to value for the transformation efforts
across the company that have financial system changes. Furthermore, providing
additional resources in this area would foster innovation and transformation for all
customer journeys that have a financial component.

Alternative #2 - Funding at a Lower Level (or the Waterline).

The Waterline is bottom-up estimate for technology that is required to enable and
sustain automated business processes of existing Enterprise Applications to
essentially ‘run the company’. These investments allow the company to continue to
extract value from the initial technology investment that supports essential functions
and delivers efficiency at the appropriate level of quality and performance. Without this
investment, systems can fall out of support based on technology vendor-driven
lifecycles, as well as degrade appropriate levels of performance and capacity needed
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2.5

to sustain existing automated or technology-supported business processes or to keep
automated solutions in line with changing business processes. Estimates include labor
and non-labor forecasts based on historical trends and anticipated expenses, which
support the skillset, product, and licensing entitlements required to keep the systems
current. Waterlines can be fluid for various reasons and therefore are calibrated
annually. This alternative has a number of factors working against it.

If this Business Case was funded at the waterline, it would result in the need to run the
projects at a slower pace or defer existing system enhancements. This alternative
would cause a decline in the number of enhancements implemented and efficiencies
gained each year. While the work would likely get pushed to future years, the ability
to meet planned strategic objectives would be delayed even further. Both of these
actions would increase the risks for the company concerning its financial viability.

In short, while feasible, funding at a lower level reduces the timing of efficiency gains,
adds risk that Avista would have to increase the number of software application assets
that would need to be deferred, thereby increasing risk of obsolescence, losing
maintenance and support, and reducing automation efficiencies. This funding level also
increases the risk of a system failure have a tangible impact on company’s financial
reporting.

Include a timeline of when this work will be started and completed.
Describe when the investments become used and useful to the customer.
spend, and transfers to plant by year.

Below is roadmap of the applications and business initiatives that this business case
supports. Due to lower than requested funding of this business case a number of these
applications are already past due for an upgrade to maintain supportability.

Typical projects in the business case are generally 12 months less and transfer to plant
within 60 days following implementation to accommodate trailing charges.
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2022

2023

2024

2025 2026

Extract DB
re place ment

PowerPlan upgrade
(FA and Tax)

EBS upgrade

PowerPlan Core
Accounting (SaaS)

EBS upgrade
(continued)

De preciation
forecasting phase 2

Extract DB
replacement
(continued)

Systematic calculation
of tax (non-FIT)

APx evaluation /
replacement

Expense report
solution review

Reconciliation and
close automation
(replace RED & JET;
syste matic account
reconciliation)

Reconciliation and
close automation
(replace RED & JET;
systematic account
reconciliation)

Systematic cash
forecasting

Automated testing

Revenue forecast
model

Evaluate approach to
consolidation

Debt Database
replacement

Oracle Business
Network ph 1

Oracle Business
Network ph 2

PowerPlan Tax Fixed
Assets (Saas)

CPI (tax AFUDC) in
PowerPlan

Clarity integration for
ET labor

Automated testing

Supply Chain mobile
device enablement
(part 1)

Robotic process
automation

Ul Planner
upgrade/replace

PowerPlan upload as-
built from Excel

Automate FERC
reporting

PowerPlan upgrade
(FA and Tax)

Automated testing

Supply Chain mobile
device enablement
(part 2)

Quickbooks upgrade
(Saas?)

2.6 Discuss how the proposed investment aligns with strategic vision, goals,
objectives, and mission statement of the organization.

This is a program with discrete project and packages that align with Avista’s vision,
mission, and strategic objectives:

To provide Better Energy for Life, you need people. The Finance and
Accounting teams are dedicated to the people of Avista and its customers. The
technology in this business area is utilized as an investment, so that it can be
updated as the market demands and sustained to meet ongoing business
operations.

To improve our customers’ lives through innovative energy solutions, we also
need skill resources and specialized technology solutions to meet the many
complicated financial and compliance requirements. The specialized
technology solutions require continuous maintenance in order to meeting the
ever-changing requirements and to perform at acceptable levels.

The program embodies Avista’s Focus Areas, particularly placing emphasis on
the ‘perform’ aspect. The specialized technology solutions supported under
this business case are force multiplier for the financial and accounting
employees who without the technology would not be able to meet the needs of
Avista.
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2.7 Include why the requested amount above is considered a prudent
investment, providing, or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated throughout the project

This is program level business case and its investments are evaluated through program
level governance. On a routine basis the technology team members meet with the
business stakeholders and evaluate prior performance as well as input what should be
done next.

Investment prudency is also reviewed by the Steering Committee to ensure alignment
of initiatives through judiciously selected and implemented projects. The funding
requested as part of this program generally fits these initiatives and are assigned to
specific projects (with Steering Committee oversight) as they are identified. Also, the
Business Case owner will work with Steering Committee(s) to set project priority and
sequence over a five-year planning period, subject to any additional funding changes
as directed by the Capital Planning Group (CPG). Each program and project steering
committee meets regularly to review the demand to ensure that it aligns with Avista’s
strategies. The Steering Committee oversees scope, schedule and budget within their
respective programs and projects and inform the Business Case owner of any
changes needing escalation to the Technology Planning Group (TPG) or CPG for
decision-making around resource or funding constraints.

2.8 Supplemental Information
2.8.1 Identify customers and stakeholders that interface with the business case

Our customer and shareholders interface with this business case by having a
financially viable company.

2.8.2 Identify any related Business Cases

Because of the company’s highly integrated business processes all of the
Technology Business cases have relation to each other. The business cases are
divided to provide a clear understanding of the resources required to maintain and
enhance a highly integration company.

3.1 Steering Committee or Advisory Group Information

This business case is governed by a steering committee made up of the principle
managers of the finance and accounting areas and facilitated by the application
delivery manager and business product manager.

The roles include but are not limited to:

Director of Accounting, Director of Financial Planning and Analysis,
Manager Projects and Fixed Assets Accounting, Manager of Financial
Systems, Manager Resource Accounting, Manager of Asset Management,
and Manager Treasury.
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3.2

3.3

Provide and discuss the governance processes and people that will
provide oversight

The Finance and Accounting Business Case has four levels of governance: The
Executive Technology Steering Committee (ETSC); Technology Planning Group (TPG)
of Directors; Integrated Oversight Committee (I0C), and Program/Project Steering
Committees. Applicable stakeholders and disciplines meet regularly to govern the
business case and subsequent programs and projects.

The 10C evaluates and compares all of the application portfolio project priorities on a
weekly basis, utilizing risk, capacity, and other situational factors to ensure each
planned project is meeting critical milestones. The TPG sets priority across the
technology investment portfolio, balancing: strategic alignment, business value, and
customer benefits, as driven by the strategic initiatives established by the ETSC. The
Capital Planning Group (CPG), an independent body, establishes funding allocations
for each Business Case across the enterprise.

The Business Case is largely limited by the funding allocation and resource capacity
(staff) to meet its goals. The funding is generally established at the Business Case level
by the CPG. The resource capacity constraint is generally managed by the TPG and
the Business Case owner. Once the two constrains are established, the Business Case
owner will work with steering committee(s) to set project priority and sequence over a
five-year planning period, subject to additional funding changes as directed by the CPG.

How will decision-making, prioritization, and change requests be
documented and monitored

Project prioritization is evaluated by the management team on a weekly basis by the
IOC. Each program and project steering committee meets regularly and oversees
scope, schedule and budget within their respective programs and projects and inform
the Business Case owner of any changes needing escalation to the TPG or CPG for
decision-making around resource or funding constraints.

Any changes in funding or scope are documented at the Business Case level, via
Change Request document that is presented to the CPG on a monthly basis and
evaluated by the CPG for approval.

Changes in scope, schedule, or budget are also documented through a ‘Change
Request’ at the project level and reviewed and approved through a formal workflow
process. All Enterprise technology projects in this business case are managed through
the PMO, which follows the Project Management Institute (PMI) standards. Projects
initiate with a ‘Charter’ to begin the planning process. When planning is complete, a
‘Project Management Plan (PMP)’ is created and approved as the projects baseline for
scope, schedule, and budget. At the end of execution, an ‘Approval to Go Live’ is
submitted and approved prior to implementation (Transfer to Plant). After the
technology is in service and out of the warranty period, the Project Manager will hold a
Lessons Learned, and subsequently submit an ‘Approval to Close’ prior to finishing the
project. All Monitor and Control documentation and Change Requests are documented
and stored to ensure a comprehensive audit trail.

The undersigned acknowledge they have reviewed the Finance and Accounting
Technology Business Case and agree with the approach it presents. Significant changes to
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this will be coordinated with and approved by the undersigned or their designated

representatives.
DocuSigned by:
Signature: Craliam Switl Date: Ju1-08-2021 | 2:21 PM POT
. —_ BB2F4A1323EA41F ’
Print Name: Graham Smith
Title: Application Delivery Manager
Role: Business Case Owner
DocuSigned by:
Signature: E an krasselt Date: Jul1-08-2021 | 10:34 AM PDT
i — ZBABCERSETOA ..
Print Name: Ryan Krasselt
Title: VP and Controller
Role: Business Case Sponsor
DocuSigned by:
Signature: Jason. {ansgy Date: Jul1-08-2021 | 3:08 PM PDT
. - 43C4EESQ4DAD4AS
Print Name: Jason Lang
Title: Director Fin. Risk, & Asst. Treasurer
Role: Business Case Governance
DocuSigned by:
Signature: @AM Musson Date:  7u1-09-2021 | 7:31 Am POT
. ) - BE1DBCIDBS334D2. .
Print Name: Adam Munson
Title: Director of Accounting
Role: Business Case Governance
DocuSigned by:
Signature: @md, (,Md"'jll [ 'sur‘ Date: Jul1-08-2021 | 8:57 AM PDT
. . - 88_AD612IDCBA84CG... .
Print Name: Daniel Loutzenhiser
Title: Director of Tax — Asst. Treasurer
Role: Business Case Governance
DocuSigned by:
Signature: Lawrun pmﬁ{wyﬁﬁ Date:  Ju1-08-2021 | 11:33 Am PDT
. _ 34CAC2A0AESCAET .
Print Name: Lauren Pendergraft
Title: Director of Financial Planning & Analysis
Role: Business Case Governance
DocuSigned by:
Signature: Beassiin MQM Date: u1-08-2021 | 8:52 AM PDT
— E4EZDOCTEE4TATF .
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Print Name: Hossein Nikdel
Title: Director of Application Development
Role: Business Case Governance

Template Version: 05/28/2020
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1.0 BUSINESS CASE REQUEST -5 YEAR PLANNING 2021

Year Requested Amount CPG Approved Amount
(Admin use only)
2022 $3,850,000
2023 $3,715,000
2024 $3,515,000
2025 $2,300,000
2026 $2,785,000

1.1 DISCUSS HOW THE ABOVE REQUESTED AMOUNT WAS CALCULATED
INCLUDING ANY CONSIDERATION OF HISTORICAL SPENDING, ESTIMATES,
CONFIDENCE LEVELS AND ESCALATION RATES.

The Finance and Accounting Technology business case supports financial applications
critical to Avista’s financial health and regulatory requirements compliance, enabling Avista
to provide Better Energy for Life for our customers. These applications serve all Avista’s
customers and operations throughout all service territories. To maintain the business
processes, applications, and systems supported by this business case, it is recommended
to be funded as requested. These estimates were derived from calculated employee and
contract labor costs for the core teams in this business area, as well as historical trends,
product roadmaps and high-level industry estimates for new product technologies. High
level estimates are collected by the business level subject matter experi(s), technology
domain architect(s), and delivery management team(s).

Failure to fund this business case at the recommended level, will hinder Finance and
Accounting’s ability to keep pace with the transformation of utility operations and innovation
strategies, and will continue to compromise our ability to maintain secure, compliant
systems. Even though we have completed the Oracle E-Business Suite upgrade, there are
still multiple applications that are beyond end-of-life dates and if not funded, increases risks
to the company. Technical staff would be reduced, resulting in the loss of institutional
business process, technology skillset, and increases the risk to the company’s financial
health, including audit risk surrounding control failure. The delineated requests were
developed with the latest available information and is subject to change pending risks,
competing priorities, dependencies, etc. Detailed documentation is listed in section 1.5 of
the Finance and Accounting Technology Business Case Justification Narrative.

2.0 INITIAL BUSINESS CASE APPROVAL AND AUTHORIZATION

The undersigned acknowledge they have reviewed the funds request and agree with the
approach presented, and that it has been approved by the relevant governance group.
Signatures are required before funding can be considered.

Name Role ~ Signature Date
Graham Smith BC Owner [ Lralam Switl, Jul-08-2021 | 2421 PM PDT
Ryan Krasselt BC Sponsor @wly;sw Ju1-08-2021 | 10:34 AM PDT
k— 2036:’:065:17041
FP&A
Business Case Funds Request — version 05/21/2020 Page 1 of 1
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EXECUTIVE SUMMARY

The Human Resources Technology (HRT) Business Case sponsors the technology related
applications that support the Human Resources (HR) business areas strategic initiatives. The HR
business area includes Benefits, Occupational Health, Avista First Care Clinic, HRIS/Payroll,
Employee Relations, Leadership and Organizational Development, Corporate Training and
Development, HR Shared Services, Recruiting, Equity-Inclusion-Diversity, HR Analytics and
Compliance, Craft & Technical Training, Apprenticeships and Safety.

Avista’s Human Resources technology systems are a necessity, as they provide essential
functions to all our employees and customers throughout all service territories, such as hiring,
payroll, benefits, safety, personnel development, and labor compliance. These vital systems
require systematic upgrades and enhancements in order to maintain reliability, compatibility, and
reduce security vulnerabilities. This business case is intended to run as an annual program that
maintains and augments these applications necessary to meet internal and external business
processes and objectives.

In order to maintain these business processes and systems supported by this business case, the
recommended funding level is roughly estimated to be $850,000 to $900,000 per year. This
funding level will provide the appropriate technology and development to meet the periodic
upgrades and enhancements prioritized by the HR and Enterprise Technology (ET) governance
committee. This funding level considers the development staff required to maintain the technology
solutions. If this business case if not funded at the recommended level, it will result in a reduction
of skilled resources, which greatly impacts the institutional business process and technical
knowledge, as well as our employees, customers, and compliance efforts. Additionally, a lower
funding amount will increase the risk to the company through the deferment of upgrades and
enhancements, resulting in unsupported applications, security liability, and significantly higher
costs.

VERSION HISTORY

Version | Author Description Date Notes
1.0 Leianne Raymond | 2022-2026 Business Case Revision 6/23/21
1.1 Diane Quincy 2022-2026 Business Case Revision edits | 6/29/21
Business Case Justification Narrative Page 1 of 13
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GENERAL INFORMATION
Requested Spend Amount $4,270,000
Requested Spend Time Period 5 years
Requesting Organization/Department Human Resources
Business Case Owner | Sponsor Brian Hoerner | Bryan Cox
Sponsor Organization/Department Enterprise Technology
Phase Execution
Category Program
Driver Performance & Capacity

1. BUSINESS PROBLEM

1.1 What is the current or potential problem that is being addressed?

This program is required to support the application-related technology initiatives for all
areas within Human Resources (HR). Those areas include, Payroll & Timekeeping,
Benefits & Compensation, Leadership & Organizational Development, Labor &
Employee Relations, Occupational Health, and Safety & Craft Training

Application refresh projects are necessary due to the ongoing requirements to provide
updates, upgrades and/or replacements on existing HR applications, as they are
required to respond to changing business needs and/or technical obsolescence.
Application refreshes/upgrades are essential in order to remain current, maintain
compatibility, reliability, and address security vulnerabilities.

Application expansion projects result from demand related to transformations in the
utility and continuous technology progression required to achieve operational
efficiencies and strategic objectives. Recent trends in the areas of mobility, scalability,
and employee experience, require technological expansion of conventional business
practices and processes.

1.2 Discuss the major drivers of the business case and the benefits to the
customer
The primary investment driver for the Human Resources Business Program is

Performance and Capacity. A secondary investment driver, nearly as important as the
first, is Mandatory and Compliance.

Many of the applications and respective projects in this Business Case provide direct
support to Avista customers, while the remaining provide many indirect benefits.

Business Case Justification Narrative Page 2 of 13
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1.3

1.4

Some benefits to upgrades and enhancements to these systems include:
Advancing the ‘Customer Experience’ focus

Improving the ‘Employee Experience’ and engagement

Attracting and retaining diverse resources

Fostering ‘Equity, Inclusion and Diversity’ and a culture of belonging
Promoting safety and health

Increasing employee productivity

Encouraging and facilitating learning and skill development

Refining talent management

Fostering collaboration and communication

Maintaining compliance with relevant local, state, and federal regulations

Identify why this work is needed now and what risks there are if not
approved or is deferred

The projects and initiatives listed above provide functional enhancements that address
ongoing changes in the workplace, provide increased employee efficiency through the
reduction of steps required to complete a task, and make better use of Avista resources.
They shift costs from inefficient processes to more value-driven activities.

The primary alternative to these projects is to use existing systems as-is and to not put
new systems in place. This puts Avista at risk through attrition and perpetuates
inefficiencies as employees search to find the information they need.

Another alternative to taking on these projects as suggested would be to take them on
at a slower pace. While feasible, it reduces the timing of efficiency gains, continues to
risk attrition through employee dissatisfaction, and is harder to attract new talent as
current talent retires.

Working through these projects as suggested, reduces Avista’s overall risk exposure
by ensuring our employees are fully compliant with all FERC, NERC, and FCC rules
(via training and talent management), by ensuring Avista is using funds in the most
cost-efficient manner (via improved employee tools that increase overall efficiency and
keep employees focused), limiting costly employee turnover, and by keeping
employees educated in the latest safety and health trends and requirements.

Identify any measures that can be used to determine whether the
investment would successfully deliver on the objectives and address the
need listed above.

The HR business team utilizes technology as a critical component to meeting their
strategic objectives. Some tools used to measure success would include; surveys,
reporting (compliance, training, payroll), collaboration tools (Yammer, Avenue, Teams)
and other various forms of employee input.

Constraints and risks are possible to hinder the delivery of the outlined objectives. In
these circumstances, the Business Case owner will work with Steering Committee(s)
to set project priority and sequencing, subject to any additional funding changes as
directed by the Capital Planning Group (CPG). Each program and project Steering

Business Case Justification Narrative Page 3 of 13
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Committee meets regularly to review the demand to ensure that it aligns with Avista’s
strategies. The Steering Committee oversees scope, schedule and budget within their
respective programs and projects and inform the Business Case owner of any changes
needing escalation to the Technology Planning Group (TPG) or CPG for decision-

making around resource or funding constraints.

1.5 Supplemental Information

i1 Please reference and summarize any studies that support the problem

These articles outline the overall priorities of HR functions, and also reinforces the need
to gain momentum in the Digital Employee Experience space. The articles also provide
information that is relative to the issues, gaps, and obstacles Avista faces with HR

centric technology.

Gartner:

Top Key Initiatives Selected by HR Leaders to Support Their Priorities

Top 10 Key Initiatives for 2020

o Building critical skills and competencies for the organization
e Developing current and future leadership bench

e Implementing organizational design and change management
o Driving digital business transformation for the organization
o Employee experience

o Future of work

o Working with the CEO, board, and C-Suite

o Recruiting

o Talent Analytics

@ Performance Management

Source: 2020 Gartner HR Priorities Survey

12 © 2019 Gartner, Inc. and/or its affiliates. All rights reserved. 198612

Percentage of HR

Leaders Prioritizing

66%
52%
48%
37%
28%
21%
19%
17%
16%

16%

Business Case Justification Narrative
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Core HR and Payroll:

”

Talent and Learning Tech Team Tools

Hackett Group:

ENABLE A HIGH-PERFORMING ORGANIZATIONAL CULTURE
Improving the culture of the entire organization is the top issue for

HR in 2020. With so many enterprise digital transformations underway,
recegnition of the need for culture change is paramount among
business leaders and it has risen on the HR agenda.

ADAPTTALENT MANAGEMENT CAPABILITIESTO
SUPPORT CHANGE

Addressing the shifting talent needs throughout the enterprise
remains a persistent challenge for HR and a priority on its
2020 agenda.

INCREASE EMPLOYEE ENGAGEMENT

Employee engagement is increasingly recognized as a key driver of
performance and strongly correlated to the attraction and retention
of high-caliber talent. HR needs to take the lead in developing
strategies to measure and increase engagement.
LEVERAGETECHNOLOGY TO IMPROVE HR EFFICIENCY

AND EFFECTIVENESS

With a continuing mandate to do more with less, HR organizations
are emphasizing the use of technology to improve productivity and
increase the value of their services.

SUPPORT GROWTH STRATEGIES AND INITIATIVES

As more organizations anticipate challenges to achieving their 2020
growth objectives, HR is emphasizing support of growth initiatives
through human capital strategies.

Source: Kay Issues Study, The Hackett Group, 2020

© 2020 The Hackstt Group, Inc. All Rights Reserved,

wp Culture Mission Goals Progects Activities Results

The evolution of HR Technology Needs: HR Technology 2021 Guide Josh Bersin

Productivity Tools

ENABLE BUSINESS STRATEGY EXECUTION

The ability of staff to effectively execute the business strategy is often
a decisive success factor. HR recognizes its role in preparing future
leaders, developing and deploying a workforce with the needed skills,
and creating the organizational context to sustain success.

RETAIN STAFF IN KEY POSITIONS WITH CRITICAL SKILLS
Staff in critical roles with scarce skills are increasingly difficult

1o attract and replace. HR organizations recognize the need to
meet greater business expectations for staff retention strategies
and support.

IMPROVE TALENT MANAGEMENT CAPABILITIES

Advanced talent management capabilities not only lead to better talent
outcomes but can drive business performance as well. HR recognizes
the importance of increasing not just its own talent management
capabilities but those of people managers across the enterprise.

ACT AS A STRATEGIC ADVISORTO THE BUSINESS

With so many peoplerelated issues affecting business success, HR
organizations recognize the need to act as strategic advisors to top
management. But many must upgrade their people and capabilities to
successfully play this role.

ADDRESS CRITICAL TALENT/SKILLS SHORTAGES

Amid record numbers of open positions, HR organizations
recognize the impact of this problem on the enterprise and their
role in resolving it.

The Hackett Group | Key Issues | 3

Business Case Justification Narrative

Page 5 of 13

Page 178 of 277



DocuSign Envelope ID: 4502BC96-CA2D-47A4-8889-5624B6548B10 Exh. JMK-2

Human Resources Technology

B

2020-Q2-state-of-di
gital workplace-rep«

1&2 For asset replacement, include graphical or narrative representation of metrics
associated with the current condition of the asset that is proposed for
replacement. NA

The recommended solution to ensure that HR can meet these initiatives and their timelines
over the next five years, is to follow the recommended application refresh and expansion
requirements for HR applications. The requested allocation is based primarily on
compatibility, reliability, security, and safety. Additional criteria considers maintaining
operational efficiencies and aligning with strategic objectives. Conventional business
practices and processes must be scalable, provide mobility, and focus on the employee and
customer experience.

The project roadmap for the next 5 years includes refreshing and/or expansion of the core
HR systems that support these initiatives:

Analytics / Compliance — Compliance is an important part of Avista’s regulated
business. This includes compliance with finance laws, safety laws, and more.
Ensuring compliance requires a great deal of data discovery and analysis.
Additionally, growing Operator Qualification Compliance for gas workers and
contractors creates increased requirements for learning systems. This is one of the
drivers behind reviewing Avista’s current LMS (Learning Management System), a
potential shift to other systems, and emerging needs for additional applications.

Employee Engagement and Belonging— Study after study shows that an engaged
workforce is a healthier workforce. Engaged employees have higher job satisfaction,
lower attrition rates, and higher productivity. Some of that engagement comes in the
form of Avista’s LMS work mentioned above; some comes in the form of surveys and
other forms of employee input. HR personnel are considering products and product
suites that target employee sentiment and suggest new areas of employee
engagement. Employee engagement also comes from having the people systems
and tools that support ease of productivity, collaboration, communication, belonging,
equity and fairness. Providing a modern and effective Digital Employee Experience is
also important factor in attracting and retaining employee talent key to supporting our
customers

HR Information Systems (HRIS) — HR Information Systems (HRIS) are those that
process and manage employee records and transactions. Examples include systems
responsible for timekeeping (UltiPro), change of status (Resource Hub), performance
management, employee perceptions, benefits enrollment, and more.

Business Case Justification Narrative Page 6 of 13
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HR Management (HRM) — HR Management (HRM) systems support the day-to-day
management of employees from across the employee life-cycle from recruiting to
onboarding to exit interviews.

Learning and Ongoing Training — Providing up-to-date training keeps the Avista
workforce safe (through ongoing safety training), productive and customer-focused (by
learning the latest approaches and techniques), and compliant (through ongoing
FERC/NERC/Other training by Avista contractors and employees). Avista does this by
accelerating the development of new leaders through guided talent management,
building a skilled workforce, and providing central talent to Avista leaders through
learning platforms (Avista Learning Network and other learning systems such as
Articulate 360 learning design tools and Mandarin Learning Center software).

Safety and Health — Safety and Health are key elements of Avista’s culture.
Promoting a culture of safety and health falls to Avista’s HR team. (Enterprise Health
and Safety System- Intelex, PrognoCIS EMR)

Cross-Functional / Other — Not every project fits nicely into one of the initiatives
above. Some are cross-functional, and some are simply good ideas that continue to
improve upon Avista’s workplace

These projects are within industry norms for like-sized HR departments within like-sized
utilities. None of the proposed projects are on the leading edge of technological innovation;
they are accepted and widely adopted approaches used within the energy industry.

Capturing every detail of every project over the course of the next five years is not possible.
This is part of why the Steering Committee exists — to help propel Avista forward in its
initiatives through intelligently selected and implemented projects, while maintaining the
ability to be agile. The funding requested as part of this program generally fits these initiatives
and will be assigned to specific projects (with Steering Committee oversight) as they are

identified.
Option Capital Cost Start Complete
Recommended Solution $4,720,000 01 2022 12 2026
» Alternative #1 — accelerate the Digital Employee $5,500,000 01 2022 12 2026
Experience initiative. (see section 2.4)
» Alternative #2 - Waterline (see section 2.4) $3,500,000 01 2022 12 2026

2.1 Describe what metrics, data, analysis or information was considered when

preparing this capital request.

As part of the ongoing planning and roadmap process, Enterprise Technology and the
HR department leaders meet to review the technology demand that is derived from

Business Case Justification Narrative
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2.2

2.3

2.4

maintaining the current ‘core’ systems currently in place, as well as enhancements or
new technology that enables the business to meet their strategic initiatives.

These estimates were developed based on the historical trends for enhancement work
(Resource Hub, UltiPro, Learning Management System, etc.), the product roadmaps
for upgrades and licensing renewals, as well as high-level estimates for new product
technologies. High level estimates are collected by the business level subject matter
expert(s), technology domain architect(s), and delivery management team(s). The
schedule was developed with the most recently available information and is subject to
change pending risks, competing priorities, dependencies, etc.

Discuss how the requested capital cost amount will be spent in the current
year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverables that will result from the capital spend?). Include
any known or estimated reductions to O&M as a result of this investment.

Much of 2022 will be focused on ensuring we are as current as we need to be to
maintain support, compatibility, reliability, and security, as well as some feature
optimization in UltiPro for File Management and digitization of employee records, and
other system enhancements. After 2022, the goal is to maintain while accelerating the
Digital Employee Experience, and potentially replacing some outdated systems to
create efficiencies and cost savings. Many of the modules available in UltiPro (UltiPro
Expansion) can replace manual processes, or significantly shorten the amount of time
spent in those processes. The Avista Learning Network (ALN) is on the roadmap for
potential replacement, due to the need to expand these capabilities as the industry and
technology changes quickly and exponentially.

Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.

Human Resources impacts every area of the business. From pre-employment
(recruiting), to post employment (retirement), and the many years in between, HR plays
a critical role in every employee’s tenure at Avista, which must include the technology
to manage effectively.

Any deficiency in the technology is a direct and visible impact to Avista employees and
contractors. Any shortfalls that employees experience, can have multiple downstream
impacts, such as increased costs (inefficiencies / attrition, etc.), and an objectionable
customer experience.

Discuss the alternatives that were considered and any tangible risks and
mitigation strategies for each alternative.

» Alternative #1 - Funding at a Higher Level to accelerate the Digital Employee
Experience initiative.

The employee digital experience is becoming more and more relevant to
business growth and employee development. Employees want technology that
improves productivity, helps with business process, and ultimately improves
Avista’s ability to keep pace with the digital transformation revolution. Investing
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2.5

2.6

more in the Digital Employee Experience would require more resources and time
to plan and execute, but the output over time is significant.

» Alternative #2 - Funding at a Lower Level (or the Waterline)

The Waterline is bottom-up estimate for technology that is required to enable and
sustain automated business processes of existing Enterprise Applications to
essentially ‘run the company’. These investments allow the company to continue to
extract value from the initial technology investment that supports essential functions
and delivers efficiency at the appropriate level of quality and performance. Without
this investment, systems can fall out of support based on technology vendor-driven
lifecycles, as well as degrade appropriate levels of performance and capacity needed
to sustain existing automated or technology-supported business processes or to keep
automated solutions in line with changing business processes. Estimates include
labor and non-labor forecasts based on historical trends and anticipated expenses,
which support the skillset, product, and licensing entitlements required to keep the
systems current. Waterlines can be fluid for various reasons and therefore are
calibrated annually. This alternative has a number of factors working against it.

If this Business Case was funded at the waterline, it would result in the need to run
the projects at a slower pace or defer existing system enhancements. This alternative
would cause a decline in the number of enhancements implemented and efficiencies
gained each year. While the work would likely get pushed to future years, the ability
to meet planned strategic objectives would be delayed even further.

In short, while feasible, funding at a lower level reduces the timing of efficiency gains,
adds risk that Avista would have to take extra measures to retain key employees (and
thus knowledge), and could impact the community’s perception of Avista as an
employer of choice. It would increase the number of software application assets that
would need to be deferred, thereby increasing risk of obsolescence, losing
maintenance and support, and reducing automation efficiencies.

Include a timeline of when this work will be started and completed.
Describe when the investments become used and useful to the customer.
spend, and transfers to plant by year.

This is a program with discrete projects and packages that typically run annually and

Transfer to Plant within that same year. There are times that a project may start in
Q3/Q4 of one year and Transfer to Plant the following year.

Typically, application projects will Transfer to Plant about 60 days prior to the project
completion date (due to the post implementation warranty period and to capture the
trailing charges).

Discuss how the proposed investment aligns with strategic vision, goals,
objectives and mission statement of the organization.

This is a program with discrete projects and packages that align with Avista’s vision,
mission and strategic objectives:

e To provide Better Energy for Life, employees are essential. The Human Resources
team is dedicated to the people of Avista and its customers. The technology in this
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business area is utilized as an investment, so that it can be updated as the market
demands, and sustainable to meet ongoing business operations.

e To improve our customers’ lives through innovative energy solutions, we also need
very skilled people with diverse experiences, that are trustworthy, innovative and
collaborative. HR utilizes technology systems to locate, onboard, train, develop,
compensate, and keep these valuable employees safe and healthy.

e This program embodies Avista’s Focus Areas, particularly placing emphasis in ‘Our
People’. The tools that HR provides to invest in people is key to providing a stellar
employee experience. Some of the systems used to achieve this are UltiPro, which
provides an employee dashboard, that serves as the timekeeping system, but also
is a one-stop location for performance management, career development, payroll
and benefits. This is an application that is helpful and efficient for employees to
utilize, which creates a downstream impact to our shareholders and customers.

2.7 Include why the requested amount above is considered a prudent
investment, providing or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated throughout the project

Avista’s Human Resources technology systems are a necessity, as they provide
essential functions to all of our employees and customers throughout all service
territories. These vital systems require systematic upgrades and enhancements in
order to maintain reliability, compatibility, and reduce security vulnerabilities.

This funding level will provide the appropriate technology and development to meet the
periodic upgrades and enhancements prioritized by the HR and Enterprise Technology
(ET) governance committee. This funding is necessary to mitigate the risk of
unsupported applications, security liability, and significantly higher costs as a result of
the deferment of upgrades and enhancements, etc.

Investment prudency is reviewed by the Steering Committee to ensure alignment of
initiatives through judiciously selected and implemented projects. The funding
requested as part of this program generally fits these initiatives and are assigned to
specific projects (with Steering Committee oversight) as they are identified. Also, the
Business Case owner will work with Steering Committee(s) to set project priority and
sequence over a five-year planning period, subject to any additional funding changes
as directed by the Capital Planning Group (CPG). Each program and project steering
committee meets regularly to review the demand to ensure that it aligns with Avista’s
strategies. The Steering Committee oversees scope, schedule and budget within their
respective programs and projects and inform the Business Case owner of any changes
needing escalation to the Technology Planning Group (TPG) or CPG for decision-
making around resource or funding constraints.
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2.8

3.1

3.2

Supplemental Information

2.8.1 Identify customers and stakeholders that interface with the business case

The Human Resources Steering Committee members include Business Case
Sponsors, Directors and Managers within Human Resources, and the Enterprise
Technology (ET) Business Case Owner.

The ET Business Case Owner works in conjunction with the Project Management
Office (PMOQO), and assigned Program Manager, and subsequent Project
Managers. The Business Technology Analyst (BTA) is also engaged at all levels,
and serves as a liaison between ET and HR.

The ET Business Case Owner is accountable and responsible for all Business
Case related activities and assignments, but the HR team is regularly consulted,
informed as this directly impacts HR stakeholders. This model is conducive to a
strong partnership, which is key to managing all of the dynamic intricacies
throughout the course of the budget year.

Z%% ldentify any related Business Cases

This Business Case is a program that has been functioning for the last 4 years
(prior to 2017, these projects were in the Technology Refresh and Technology
Expansion Business Cases). There are some applications that HR is responsible
for that are used ‘Enterprise wide’ and receive technology requests outside of the
HR department. Those requests typically fall under the Enterprise Technology
Modernization and Operational Efficiency (ETMOE) Business Case.

Steering Committee or Advisory Group Information

The Human Resources Steering Committee members include Business Case
Sponsors, Directors and Managers within Human Resources, and the Business Case
Owner.

Provide and discuss the governance processes and people that will
provide oversight

The Human Resources Business Case has four levels of governance: The Executive
Technology Steering Committee (ETSC); Technology Planning Group (TPG) of
Directors; Integrated Oversight Committee (IOC), and Program/Project Steering
Committees. Applicable stakeholders and disciplines meet regularly to govern the
business case and subsequent programs and projects.

The IOC evaluates and compares all of the application portfolio project priorities on a
weekly basis, utilizing risk, capacity, and other situational factors to ensure each
planned project is meeting critical milestones. The TPG sets priority across the
technology investment portfolio, balancing: strategic alignment, business value, and
customer benefits, as driven by the strategic initiatives established by the ETSC. The
Capital Planning Group (CPG), an independent body, establishes funding allocations
for each Business Case across the enterprise.

Business Case Justification Narrative Page 11 of 13
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The Business Case is largely limited by the funding allocation and resource capacity
(staff) to meet its goals. The funding is generally established at the Business Case level
by the CPG. The resource capacity constraint is generally managed by the TPG and
the Business Case owner. Once the two constrains are established, the Business Case
owner will work with steering committee(s) to set project priority and sequence over a
five-year planning period, subject to additional funding changes as directed by the CPG.

3.3 How will decision-making, prioritization, and change requests be
documented and monitored

Project prioritization is evaluated by the management team on a weekly basis by the
IOC. Each program and project steering committee meets regularly and oversees
scope, schedule and budget within their respective programs and projects and inform
the Business Case owner of any changes needing escalation to the TPG or CPG for
decision-making around resource or funding constraints.

Any changes in funding or scope are documented at the Business Case level, via
Change Request document that is presented to the CPG on a monthly basis and
evaluated by the CPG for approval.

Changes in scope, schedule, or budget are also documented through a ‘Change
Request’ at the project level and reviewed and approved through a formal workflow
process. All Enterprise technology projects in this business case are managed through
the PMO, which follows the Project Management Institute (PMI) standards. Projects
initiate with a ‘Charter’ to begin the planning process. When planning is complete, a
‘Project Management Plan (PMP)’ is created and approved as the projects baseline for
scope, schedule and budget. At the end of execution, an ‘Approval to Go Live’ is
submitted and approved prior to implementation (Transfer to Plant). After the
technology is in service and out of the warranty period, the Project Manager will hold a
Lessons Learned, and subsequently submit an ‘Approval to Close’ prior to finishing the
project. All Monitor and Control documentation and Change Requests are documented
and stored to ensure a comprehensive audit trail.

The undersigned acknowledge they have reviewed the Human Resources
Technology Business Case Narrative and agree with the approach it presents.
Significant changes to this will be coordinated with and approved by the undersigned
or their designated representatives.

DocuSigned by:

Signature: Brian. Kovrwar Date: Jun-30-2021 | 1:29 PM PDT

- SAETBA9SE1FS4CF. .

Print Name:  Brian Hoerner

Title: Manager, Application Delivery
Role: Business Case Owner
DocuSigned by:
Signature: Eﬁmfm (,0')0 Date: Jul-06-2021 | 5:23 AM PDT
— JAB2DAZDEI 504148,
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Print Name: Bryan Cox
Title: VP Safety & Human Resources
Role: Business Case Sponsor
Docusigned by:
Signature: Diane. G Date:  Ju1-01-2021 | 5:53 PM PDT
Print Name: D.éﬁ”é%ﬁ‘.}ié’y
Title: Director, Leadership & Org. Development
Role: Business Case Governance
Docusigned by:
Signature: MM], Prinee Date:  Ju1-01-2021 | 11:45 AM POT

— 4545114784 AR4FC

Print Name:  Mary Prince

Title: Director, Benefits HRIS & Payroll
Role: Business Case Governance

DocuSigned by:
Signature: Lﬂg&iﬁﬁf Date: Ju1-03-2021 | 6:51 AM PDT
Print Name:  Laura Vickers
Title: Director, Culture, Diversity & People
Role: Business Case Governance

DocuSigned by:
Signature: jmq Call Date: Ju1-01-2021 | 9:35 PM PDT

. — EEDTCIEAA4ECAGE .

Print Name:  Jeremy Gall
Title: Director, Safety & Craft Training
Role: Business Case Governance

DocuSigned by:
Signature: tassein, Medel Date: Ju1-01-2021 | 6:10 PM PDT

— E4E2DACTEE4TATF .

Print Name: Hossein Nikdel

Title: Director, Application Delivery
Role: Business Case Governance
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EXECUTIVE SUMMARY

The Legal and Compliance Technology Business Case supports the legal and compliance
business processes that are essential to the safe and efficient delivery of services to our
customers. The various business entities within Avista rely on the legal and compliance systems
to ensure business operations are done in the most efficient and cost-effective manner. The legal
and compliance technology systems vary from the simple to complex and require continuous
management of the enhancements needed to meet the internal and external business
requirements.

The legal and compliance systems serve all Avista’s customers and operations throughout our
service territories. To maintain the business processes, application, and systems, supported by
this business case the recommend funding amount will be $2,080,000 over the next five years or
roughly $400,000 to $425,000 per year. This funding level will provide the appropriate technology
and development labor to complete periodic upgrades in order to maintain patched and supported
systems. The funding level will also maintain the development staff required to enhance the
technology solutions to keep pace with business process drift or change.

This is a program business case and is intended to run year over year to maintain the business
applications and changes in the business processes. If this business case if not funded at the
recommended level, it will result in a reduction in technical staff, which will impact the institutional
business process and technology knowledge. It will also increase the risk to compliance efforts.
Additionally, a lower funding amount will increase the risk to the company through the delay of
upgrades resulting in either unsupported applications being used or significantly higher costs for
upgrades

VERSION HISTORY

Version | Author Description Date Notes
1.0 Leianne Raymond | 2022- 2026 Business case 6/29/21 Draft
GENERAL INFORMATION
Business Case Justification Narrative Page 1 of 10
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Requested Spend Amount $2,080,000

Requested Spend Time Period 5 years

Requesting Organization/Department Legal and Compliance
Business Case Owner | Sponsor Graham Smith | Greg Hesler
Sponsor Organization/Department Enterprise Technology

Phase Execution

Category Program

Driver Performance & Capacity

1. BUSINESS PROBLEM

1.1

1.2

1.3

What is the current or potential problem that is being addressed?

This program is required to support the application-related technology initiatives for all
areas within Legal and Compliance. These areas include Claims, Legal (Labor
Relations, Data Privacy), and Compliance [Ethics, Environmental, Federal Energy
Regulatory Commission (FERC), North American Electric Reliability Commission
(NERC), and Environmental, Social & Governance (ESG)].

Application refresh projects are necessary due to the continuous need to provide
updates and upgrades to existing Legal and Compliance applications, as they are
required to respond to changing business needs and/or technical obsolescence.
Application refreshes/upgrades are essential in order to remain current, maintain
compatibility, reliability, and address security vulnerabilities.

Application expansion projects result from demand related to transformations in the
utility and continuous technology progression required to achieve operational
efficiencies and strategic objectives. Recent trends in the areas of mobility, scalability,
and employee experience, require technological expansion of conventional business
practices and processes.

Discuss the major drivers of the business case (Customer Requested, Customer
Service Quality & Reliability, Mandatory & Compliance, Performance & Capacity, Asset
Condition, or Failed Plant & Operations) and the benefits to the customer

The primary driver for this business case is “Performance and Capacity” with
“Mandatory and Compliance” as secondary. Avista customers benefit by having
efficient systems in place to manage legal and compliance matters effectively and avoid
penalties or legal complications related to non-compliance.

Identify why this work is needed now and what risks there are if not
approved or is deferred

This funding supports a program to manage the on-going changes to legal and
compliance business processes. Not funding this work increases the potential for costs
and associated fines related to non-compliance with federal, state, or other regulations.

Business Case Justification Narrative Page 2 of 10
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1.4

1.5

Additionally, deferring the work increases financial pressure on future years as the work
remains. The longer it is deferred the more expense the costs become.

Identify any measures that can be used to determine whether the
investment would successfully deliver on the objectives and address the
need listed above.

The legal and compliance business teams utilizes technology as a critical component
to meeting their strategic objectives. Some success measurements would include; risk
avoidance, system reporting, and better forecasting results.

Constraints are possible and risks hinder the delivery of the outlined objectives. In these
circumstances, the Business Case owner will work with Steering Committee(s) to set
project priority and sequence over a five-year planning period, subject to any additional
funding changes as directed by the Capital Planning Group (CPG). Each program and
project Steering Committee meets regularly to review the demand to ensure that it
aligns with Avista’s strategies. The Steering Committee oversees scope, schedule and
budget within their respective programs and projects and inform the Business Case
owner of any changes needing escalation to the Technology Planning Group (TPG) or
CPG for decision-making around resource or funding constraints.

Supplemental Information
1.5.1 Please reference and summarize any studies that support the problem
NA

1.5.2 For asset replacement, include graphical or narrative representation of metrics
associated with the current condition of the asset that is proposed for
replacement.

NA
Option Capital Cost Start Complete
Recommended Solution $2,080,000 01 2022 12 2026
» Alternative #1 — Waterline (see section 2.4) $1,750,000 01 2022 12 2026
> Alternative #2 - Not Funding (see section 2.4) $0 | 012022 12 2026
2.1 Describe what metrics, data, analysis or information was considered when
preparing this capital request.
The information in this business cases is based on historical trend of spend in this area
and product roadmaps for upgrades and licensing renewals, as well as high-level
estimates for new product technologies. High level estimates are collected by the
business level subject matter expert(s), technology domain architect(s), and delivery
management team(s). The schedule was developed with the most recently available
information and is subject to change pending risks, competing priorities, dependencies,
Business Case Justification Narrative Page 3 of 10
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2.2

2.3

2.4

etc. The governance group for this business case meets on a quarterly basis and
reviews historical spending and provide guidance on future work items.

Discuss how the requested capital cost amount will be spent in the current
year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverables that will result from the capital spend?). Include
any known or estimated reductions to O&M as a result of this investment.
This program is set up to maintain and enhance the technology that supports the Legal
and Compliance business processes. By keeping the technology current with industry

standards and aligned with business processes this program reduces the risks that may
incur additional O&M expense.

Much of 2021 was focused on ensuring we are as current as we need to be to maintain
support, compatibility, reliability, and security. The goal is to maintain that standard,
while moving toward more strategic objectives, such as Contract Workflow
Management and Tribal Service Agreements.

Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.

Both the legal and compliance areas are operating in dynamic and everchanging world.
This program gives these business areas the resources to react to the changes. For
example, a change in the state laws in one of the states that we serve, requires
additional quarterly reporting requirements. This information can be entered into the
reporting system and then provide the necessary tracking information and
corresponding reminders for that specific compliance requirement.

Discuss the alternatives that were considered and any tangible risks and
mitigation strategies for each alternative.

> Alternative #1 - Funding at a Lower Level (or the Waterline)

The Waterline is bottom-up estimate for technology that is required to enable and
sustain automated business processes of existing Enterprise Applications to essentially
‘run the company’. These investments allow the company to continue to extract value
from the initial technology investment that supports essential functions and delivers
efficiency at the appropriate level of quality and performance. Without this investment,
systems can fall out of support based on technology vendor-driven lifecycles, as well
as degrade appropriate levels of performance and capacity needed to sustain existing
automated or technology-supported business processes or to keep automated
solutions in line with changing business processes. Estimates include labor and non-
labor forecasts based on historical trends and anticipated expenses, which support the
skillset, product, and licensing entitlements required to keep the systems current.
Waterlines can be fluid for various reasons and therefore are calibrated annually. This
alternative has a number of factors working against it.

If this Business Case was funded at the waterline, it would result in the need to run the
projects at a slower pace or defer existing system enhancements. This alternative
would cause a decline in the number of enhancements implemented and efficiencies
gained each year. While the work would likely get pushed to future years, the ability to

Business Case Justification Narrative Page 4 of 10
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2.5

2.6

meet planned strategic objectives would be delayed even further. This action will
increase the reporting and compliance risk. The scale of increased risk is dependent
upon many factors such as, regulatory environment, license renewals and other factors
outside of our direct control.

In short, while feasible, funding at a lower level reduces the timing of efficiency gains,
adds risk that Avista would have to increase the number of software application assets
that would need to be deferred, thereby increasing risk of obsolescence, losing
maintenance and support, and reducing automation efficiencies.

» Alternative #2 - Not Funding (Retire assets and remove automation)

This option assumes the assets would not be replaced upon failure and be removed
from service due to product incompatibility or business or safety risk.

The basis for measuring the business impact of not funding this business case is
realizing the loss of business process automation. As products reach the manufacturer-
defined planned obsolescence, business process automation is jeopardized, and
business risk is increased as manufacturers cease product maintenance and support.
This condition would drive action. The alternative would lead to a mitigation plan of
having to re-instate manual business process or eliminate the business process.

This option bears the cost of asset retirement for failed assets. Failed assets are
estimated to be 50% of obsolete products. The retirement cost is estimated at 10% of
the cost to replace the asset.

Include a timeline of when this work will be started and completed.
Describe when the investments become used and useful to the customer.
spend, and transfers to plant by year.

This is a program with discrete projects and packages that typically run annually and
Transfer to Plant within that same year. There are times that a project may start in
Q3/Q4 of one year and Transfer to Plant the following year. Typically, application
projects will Transfer to Plant about 60 days prior to the project completion date (due
to the post implementation warranty period and to capture the trailing charges).

The goal is to break out large/complex projects into smaller projects (phases) to avoid
scope creep, budget overages, and ensure the work can be properly prioritized. The
first phase of every project would be scoped at the Minimum Viable Product (MVP),
and subsequent phases would be scoped accordingly, based on the next highest
priority after MVP. This also allows for more accurate Transfer to Plant forecasts.

Discuss how the proposed investment aligns with strategic vision, goals,
objectives and mission statement of the organization.

This is a program with discrete projects and packages that align with Avista’s vision,
mission and strategic objectives:

To improve our customers’ lives through innovative energy solutions, we also need to
have technology systems and processes that ensure we are making good decisions
and consistently improving our ability to provide power utilizing innovative technology
that enables safety, reliability, and is cost effective.

Business Case Justification Narrative Page 5 of 10
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2.7 Include why the requested amount above is considered a prudent
investment, providing or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated throughout the project

Avista’s Legal and Compliance technology systems are a necessity, as they provide
essential functions to all of our employees and customers throughout all service
territories. These vital systems require systematic upgrades and enhancements in
order to maintain reliability, compatibility, and reduce security vulnerabilities.

This funding level will provide the appropriate technology and development to meet the
periodic upgrades and enhancements prioritized by the LCT and Enterprise
Technology (ET) governance committee. This funding is necessary to mitigate the risk
of unsupported applications, security liability, and significantly higher costs as a result
of the deferment of upgrades and enhancements, etc.

Investment prudency is reviewed by the Steering Committee to ensure alignment of
initiatives through judiciously selected and implemented projects. The funding
requested as part of this program generally fits these initiatives and are assigned to
specific projects (with Steering Committee oversight) as they are identified. Also, the
Business Case owner will work with Steering Committee(s) to set project priority and
sequence over a five-year planning period, subject to any additional funding changes
as directed by the Capital Planning Group (CPG). Each program and project steering
committee meets regularly to review the demand to ensure that it aligns with Avista’s
strategies. The Steering Committee oversees scope, schedule and budget within their
respective programs and projects and inform the Business Case owner of any changes
needing escalation to the Technology Planning Group (TPG) or CPG for decision-
making around resource or funding constraints.

2.8 Supplemental Information

2.8.1 Identify customers and stakeholders that interface with the business case

The Legal and Compliance Technology Steering Committee members include
Business Case Sponsors, Directors and Managers within Legal and Compliance,
and the Enterprise Technology (ET) Business Case Owner.

The ET Business Case Owner works in conjunction with the Project Management
Office (PMOQO), and assigned Program Manager, and subsequent Project
Managers. The Business Technology Analyst (BTA) is also engaged at all levels
and serves as a liaison between ET and LCT.

The ET Business Case Owner is accountable and responsible for all Business
Case related activities and assignments, but the LCT team is regularly consulted,
and informed as this directly impacts LCT stakeholders. This model is conducive
to a strong partnership, which is key to managing all of the dynamic intricacies
throughout the course of the budget year.

Business Case Justification Narrative Page 6 of 10

Page 192 of 277



DocuSign Envelope ID: FF9DCCA3-4DD6-4DA1-BC22-872F2594CA61 Exh. JMK-2

Legal and Compliance Technology Business Case

2.8.2 Identify any related Business Cases

This Business Case is a program that has been functioning for the last 5 years
(prior to 2017, these projects were in the Technology Refresh and Technology
Expansion Business Cases). There are some applications that LCT responsible
are used in other areas that are compliance related. Typically, project accounting
is consulted to validate the appropriate Business Case, should the need arise.

3.1 Steering Committee or Advisory Group Information

This business case is governed by a steering committee made up of the principal
managers of the legal and compliance domains, and typically facilitated by the
Application Delivery Manager.

The roles include but are not limited to:

Director of Environmental Affairs, VP General Counsel Chief Compliance
Officer, Manager Reliability Compliance, Manager or FERC Compliance,
and Ethics and Compliance Manager.

3.2 Provide and discuss the governance processes and people that will
provide oversight

The Legal and Compliance Technology Business Case has four levels of governance:
The Executive Technology Steering Committee (ETSC); Technology Planning Group
(TPG) of Directors; Integrated Oversight Committee (IOC), and Program/Project
Steering Committees. Applicable stakeholders and disciplines meet regularly to govern
the business case and subsequent programs and projects.

The IOC evaluates and compares all of the application portfolio project priorities on a
weekly basis, utilizing risk, capacity, and other situational factors to ensure each
planned project is meeting critical milestones. The TPG sets priority across the
technology investment portfolio, balancing: strategic alignment, business value, and
customer benefits, as driven by the strategic initiatives established by the ETSC. The
Capital Planning Group (CPG), an independent body, establishes funding allocations
for each Business Case across the enterprise.

The Business Case is largely limited by the funding allocation and resource capacity
(staff) to meet its goals. The funding is generally established at the Business Case level
by the CPG. The resource capacity constraint is generally managed by the TPG and
the Business Case owner. Once the two constrains are established, the Business Case
owner will work with steering committee(s) to set project priority and sequence over a
five-year planning period, subject to additional funding changes as directed by the CPG.

Business Case Justification Narrative Page 7 of 10
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3.3 How will decision-making, prioritization, and change requests be
documented and monitored

Project prioritization is evaluated by the management team on a weekly basis by the
IOC. Each program and project steering committee meets regularly and oversees
scope, schedule and budget within their respective programs and projects and inform
the Business Case owner of any changes needing escalation to the TPG or CPG for
decision-making around resource or funding constraints.

Any changes in funding or scope are documented at the Business Case level, via
Change Request document that is presented to the CPG on a monthly basis and
evaluated by the CPG for approval.

Changes in scope, schedule, or budget are also documented through a ‘Change
Request’ at the project level and reviewed and approved through a formal workflow
process. All Enterprise technology projects in this business case are managed through
the PMO, which follows the Project Management Institute (PMI) standards. Projects
initiate with a ‘Charter’ to begin the planning process. When planning is complete, a
‘Project Management Plan (PMP)’ is created and approved as the projects baseline for
scope, schedule and budget. At the end of execution, an ‘Approval to Go Live’ is
submitted and approved prior to implementation (Transfer to Plant). After the
technology is in service and out of the warranty period, the Project Manager will hold a
Lessons Learned, and subsequently submit an ‘Approval to Close’ prior to finishing the
project. All Monitor and Control documentation and Change Requests are documented
and stored to ensure a comprehensive audit trail.

The undersigned acknowledge they have reviewed the Legal and Compliance
Technology Business Case and agree with the approach it presents. Significant
changes to this will be coordinated with and approved by the undersigned or their
designated representatives.

Docuslgned by:
Signature: E/:T Date: 3Jul1-06-2021 | 11:20 AM PDT
. - RAFFARABFAFALF
Print Name:  Graham Smith
Title: Application Delivery Manager
Role: Business Case Owner
Docuslgned by:
Signature: ngmgtw Date: 3Jun-30-2021 | 3:20 PM PDT
- TPEROF A1 AGFGL4Z
Print Name:  Greg Hesler
Title: VP General Counsel & Chief Compliance
Officer
Role: Business Case Sponsor
Docuslgned by:
Signature: Baitt Backtel Browming Date: Jul-02-2021 | 7:32 AM PDT
ANF3FAIFNAFRAF
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Print Name:  Britt Bachtel-Browning

Title: Chief of Privacy & Data Ethics
Role: Business Case Governance
Bocusigned by:
Signature: EMHM‘ Mifbeiy Date: 3Jul-01-2021 | 6:31 AM PDT
Print Name: Ka“??f}“‘ﬁ]’ﬁi”éberg
Title: Manager, Ethics & Compliance
Role: Business Case Governance
Docusigned by:
Signature: | Midael dwdna Date: Ju1-06-2021 | 7:25 AM PDT
Print Name: Migc;jr:;nen;d;::{drea
Title: Senior Counsel Il
Role: Business Case Governance

DocuSigned by:

Signature: Erin. MWM Date: Ju1-01-2021 | 10:12 AM PDT

- D4382A90063E4CA

Print Name:  Erin McClatchey

Title: Manager, Reliability Compliance
Role: Business Case Governance
DocuSigned by:
Signature: Brue kowwi Date: Jun-30-2021 | 3:53 PM PDT
. CDBSESDDONT1£85. .
Print Name:  Bruce Howard
Title: Sr. Director, Environmental Affairs
Role: Business Case Governance

DocuSigned by:

Signature: 4\/"/ Date: Jun-30-2021 | 3:25 PM PDT
. SEBEFFSO187E425. . )
Print Name:  Jillian Caires
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Title: Counsel Il
Role: Business Case Governance
DocuSigned by:
Signature: Lisa Barston. Date: Ju1-01-2021 | 7:29 AM PDT

. AEBE15B5255F400..

Print Name: Lisa Hairston

Title: Manager, FERC Compliance
Role: Business Case Governance
DocuSigned by:
Signature: Hassin, Medel Date: Jun-30-2021 | 4:01 PM PDT
. - E4E2DEIIC?EE£.?4?F...
Print Name:  Hossein Nikdel
Title: Director, Application Development
Role: Business Case Governance
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EXECUTIVE SUMMARY

Avista has developed and maintains an Enterprise Business Continuity Program to
continually enhance and improve the Company’s emergency response, business
continuity, and disaster recovery capabilities to ensure the continuity of its critical
business process and systems under crisis conditions. The program includes the key
areas of technology recovery, alternate facilities, and overall business processes. The
effort of developing and continuously improving the program ensures the readiness of
systems, procedures, processes, and people required to support our customers and our
communities in the event of a disaster.

The capital budget request of $2,160,000 funds projects that benefit Avista customers by
mitigating service interruptions due to a disaster by continually enhancing and improving
emergency response, business continuity, and disaster recovery capabilities. Not
approving this business case or its recommended funding can pose risks to the business
processes and systems that support the delivery of safe and reliable energy.

VERSION HISTORY

Version | Author Description Date Notes
Draft Andru Miller Initial draft of the original business case | 6/30/2020

GENERAL INFORMATION

Requested Spend Amount $2,160,000

Requested Spend Time Period 5 years

Requesting Organization/Department Security

Business Case Owner | Sponsor Clay Storey | Clay Storey
Sponsor Organization/Department Enterprise Security

Phase Choose an item.

Category Program

Driver Performance & Capacity

1. BUSINESS PROBLEM

1.1 What is the current or potential problem that is being addressed?

Severe storms, natural disasters, and significant security events are
unpredictable and, while they may have a low probability, they can have a high
consequence. These types of low frequency, high consequence events can

Business Case Justification Narrative Page 1 of 5
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1.2

1.3

1.4

1.5

have an impact on the resources Avista depends on for its operations. Many of
Avista’s critical business processes are now more than ever dependent on data,
communication networks, and computer systems. Prolonged failure of any of
these resources could have a significant impact on Avista’s ability to sustain gas
and electric operations for its customers.

Discuss the major drivers of the business case and the benefits to the
customer

Performance & Capacity is the primary driver for the Enterprise Business
Continuity business case as the projects it funds generally enhance or address
performance or technology capacity constraints.

Identify why this work is needed now and what risks there are if not
approved or is deferred

The ability to maintain uninterrupted services and/or recover quickly in the event
of a disaster is critical to serving our customers. Technology investments are
needed annually to continue to enhance the resiliency of systems that support
critical business processes. Not approving or deferring investments in this
business case could limit Avista’s disaster recovery abilities.

Identify any measures that can be used to determine whether the
investment would successfully deliver on the objectives and address the
need listed above.

Avista conducts an annual disaster recovery exercise to evaluate the
effectiveness of its program. This exercise, along with utility industry forums,
counsels, and organizations provide Avista with a strong baseline from which to
measure its recovery capabilities and channel the appropriate level of
investment to address any identified issues or risks.

Supplemental Information
1.5.1 Please reference and summarize any studies that support the problem

N/A

1.5.2 For asset replacement, include graphical or narrative representation of metrics
associated with the current condition of the asset that is proposed for
replacement.

The requested funding level will address the highest risks that can’t wait until the next
technology refresh cycle. Itis recommended that this level of funding continue rather
than potentially deferring the work 3-5 years since this program is meant to address

high-risk deficiencies in a shorter cycle than a typical refresh cycle.
Option Capital Cost Start Complete
Address business continuity gaps outside of $2,160,000 01 2021 12 2025

technology refresh or expansion projects
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Describe what metrics, data, analysis or information was considered when
preparing this capital request.

The historical spending trend has been $405,000 annually. The requested
funding level is derived from actual estimates for projects to maintain and enhance
Avista’s ability to respond and continue operations in the event of major disasters.
Based on the consistent spend of $405,000 annually over the past five years to
provide business continuity in the event of a disaster, and project estimates to
continue to deliver disaster recovery solutions, there is a high level of confidence
the requested annual budget will fully be utilized.

2.2

2.3

2.4

2.5

Discuss how the requested capital cost amount will be spent in the current
year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverables that will result from the capital spend?). Include
any known or estimated reductions to O&M as a result of this investment.

This business case supports simultaneous projects over multiple years to
enhance our disaster recovery and business continuity capabilities. Each
project within the business case evaluates the potential impact to O&M.

[Offsets to projects will be more strongly scrutinized in general rate cases going forward (ref. WUTC Docket No. U-190531 Policy
Statement), therefore it is critical that these impacts are thought through in order to support rate recovery.]

Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.

Business continuity and disaster recovery solutions for business functions can
have an impact on how the function will be performed during a disaster. As a
business case with multiple projects, Avista’s project management office (PMO)
tools and processes will be leveraged to coordinate and collaborate through
standardized change management any changes to the business functions.

Discuss the alternatives that were considered and any tangible risks and
mitigation strategies for each alternative.

Not funding the program was considered. If the program was not funded, the
risk of not having adequate recovery capabilities would have to be tied to the
technology refresh cycles which is typically 3-5 years.

Include a timeline of when this work will be started and completed.
Describe when the investments become used and useful to the customer.
spend, and transfers to plant by year.

Since this business case is comprised of projects running concurrently over
multiple years, each project designates its completion and transfer-to-plant
timeline.
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2.6

2.7

2.8

3.1

3.2

3.3

Discuss how the proposed investment aligns with strategic vision, goals,
objectives, and mission statement of the organization.

This business case best aligns with Avista’s focus area of Perform as having
reliable systems is essential to serving our customers.

Include why the requested amount above is considered a prudent
investment, providing or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated throughout the project.

The prudency of the program’s projects will be evaluated by its governing body
and adjusted as necessary.

Supplemental Information

2.8.1 Identify customers and stakeholders that interface with the business case

Each project within the business case will consider stakeholders during the
chartering process.

2.8.2 Identify any related Business Cases
- None

Steering Committee or Advisory Group Information

Each project will have steering committees to monitor scope, schedule, and
budget.

Provide and discuss the governance processes and people that will
provide oversight

Project Steering Committees act as the governing body over each project within
the program and will consist of key members in management positions that are
identified as responsible for the successful completion of the scope of work
identified in the Charter document for the Project.

How will decision-making, prioritization, and change requests be
documented and monitored

The Project Steering Committee is responsible to provide guidance and make
decisions on key issues that affect the following topics: scope, schedule, budget,
project issues, and project risks.
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The undersigned acknowledge they have reviewed the Enterprise Business
Continuity business case and agree with the approach it presents. Significant
changes to this will be coordinated with and approved by the undersigned or their
designated representatives.

DocuSigned by:

t ~07-2020 | 9:35
Signature: B70 gsg?geme_.. Date: AU ! T
Print Name: Clay Storey
Title: Director of Security, IT & Security

Management
Role: Business Case Owner

DocuSigned by:
. St Aug-07-2020 | 9:35 PM PDT

Slgnature B7O QSF?Qng:;?&. Date
Print Name: Clay Storey
Title: Director of Security, IT & Security

Management
Role: Business Case Sponsor
Signature: Date:
Print Name:
Title:
Role: Steering/Advisory Committee Review

Template Version: 05/28/2020
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EXECUTIVE SUMMARY

Cyber security measures along with physical security is an expectation of all companies
today by its customers. Especially companies considered critical infrastructure that are
required to meet specific compliance standards. Protecting vital electric and gas services
from cyber-attacks greatly benefits Avista’'s customers. In addition to protecting gas and
electric services, cyber and physical security tools mitigate risks like theft and vandalism
on Avista properties and identity theft and payment transactions from online attacks.

The capital budget request of $12,900,000 for Enterprise Security funds the technology,
tools, and systems that benefit all Avista customers as the funded projects maintain and
enhance Avista’s security posture to minimize the risks associated with cyber intrusions.
Not approving this business case or its recommended funding can pose risks to the
systems that Avista depends on to conduct business and delivery safe and reliable
energy.

VERSION HISTORY

Version | Author Description Date Notes
Draft Andru Miller Initial draft of original business case 6/30/2020

GENERAL INFORMATION

Requested Spend Amount $12,900,000

Requested Spend Time Period 5 years

Requesting Organization/Department Security

Business Case Owner | Sponsor Clay Storey | Clay Storey

Sponsor Organization/Department

Phase Choose an item.
Category Program
Driver Performance & Capacity

1. BUSINESS PROBLEM

1.1 What is the current or potential problem that is being addressed?

Business Case Justification Narrative Page 1 of 6
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The security of our electric and natural gas infrastructure is a significant priority at
a national and state level and is of critical importance to Avista. Threats from
cyberspace, including viruses, phishing, and spyware, continue to test our
industry’s capabilities. And while these malicious intentions are often unknown, it
is clear the methods are becoming more advanced and the attacks more
persistent. In addition to these threats, the vulnerabilities of hardware and software
systems continue to increase, especially with industrial control systems such as
those supporting the delivery of energy. For these reasons, Avista must continue
to advance its cybersecurity program and invest in security controls to prevent,
detect, and respond to these increasingly frequent and sophisticated attacks.

1.2

1.3

1.4

1.5

Discuss the major drivers of the business case and the benefits to the
customer

Performance & Capacity is the primary driver for the business case as the
projects it funds address security risks with the use of technology that keeps our
systems secure and reliable.

Identify why this work is needed now and what risks there are if not
approved or is deferred

Addressing security risks has been and will continue to be an ongoing issue. If
the funding is not approved or is deferred, this increases the likelihood of a
security event that could impact Avista’s operations.

Identify any measures that can be used to determine whether the
investment would successfully deliver on the objectives and address the
need listed above.

Avista utilizes third party assessments to evaluate the effectiveness of its
security posture. These assessments, along with utility industry forums,
counsels, and organizations provide Avista with a strong baseline from which to
measure its security capabilities and channel the appropriate level of investment
to mitigate identified risks.

Supplemental Information

1.5.1 Please reference and summarize any studies that support the problem

N/A

1.5.2 For asset replacement, include graphical or narrative representation of metrics
associated with the current condition of the asset that is proposed for
replacement.

Security assets such as firewalls, intrusion prevention, anti-virus, and endpoint

protection systems must be regularly updated or replaced as they reach their

end of life so they don’'t become unreliable and become a security risk due to
not being able to be patched.

The Enterprise Security business case provides funding for cyber and physical
security-related projects and supports Avista’s safe and reliable infrastructure
strategy. The projects funded by this business case protect Avista’s people,
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assets, and information. Without proper security protection the risk to Avista’'s
people, assets, and information increases.

Option Capital Cost Start Complete
Address 80% of obsolete technology and emerging $12,900,000 01 2021 12 2025
risks (Recommended)

Address 40% of obsolete technology and emerging $5,400,000 01 2021 12 2025
risks

Address 100% of obsolete technology and emerging $22,500,000 01 2021 12 2025
risks

2.1 Describe what metrics, data, analysis or information was considered when

2.2

2.3

2.4

preparing this capital request.

The capital dollar request was derived from the historical annual spend
implementing security measures to reasonably mitigate risks based on input
from the programs governing body. It also takes into account estimates of in-
flight projects and a 1% per year increase for inflation for future projects.

Discuss how the requested capital cost amount will be spent in the current
year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverables that will result from the capital spend?). Include
any known or estimated reductions to O&M as a result of this investment.

This business case supports simultaneous projects over multiple years. This
business case expects to continue to deliver security systems that contribute to
threat reduction. Each project within the business case evaluates the potential
impact on O&M costs and staffing.

[Offsets to projects will be more strongly scrutinized in general rate cases going forward (ref. WUTC Docket No. U-190531 Policy
Statement), therefore it is critical that these impacts are thought through in order to support rate recovery.]

Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.

Security systems, processes, and procedures can have an impact on business
functions. As a business case with multiple projects, Avista’s project
management office (PMO) tools and processes will be leveraged to coordinate
and collaborate through standardized change management any changes to
business functions.

Discuss the alternatives that were considered and any tangible risks and
mitigation strategies for each alternative.

The first alternative strategy would be to fund the business case at roughly half
the recommended budget amount (40%). This alternative significantly
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2.5

2.6

2.7

2.8

increases the risk of using outdated security systems to provide safe and reliable
service to Avista’s customers.

The second alternative would fully fund the business case and allow Avista the
ability to implement new security systems as they become available and replace
existing systems well before the end of their serviceability.

Include a timeline of when this work will be started and completed.
Describe when the investments become used and useful to the customer.
spend, and transfers to plant by year.

Since this business case is comprised of projects running concurrently over
multiple years, each one designates its own completion date and transfer-to-
plant.

Discuss how the proposed investment aligns with strategic vision, goals,
objectives and mission statement of the organization.

The projects funded by this business case protect Avista’'s people, assets and
information. Without proper security protection the risk to Avista’s people,
assets and information increases.

Include why the requested amount above is considered a prudent
investment, providing or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated throughout the project

Security measures to protect critical infrastructure is not only prudent, but
required. Reasonable and appropriate security measures are an expectation
from Avista’s customers. The prudency of the program’s investments will be
evaluated by its governing body every month and adjusted as necessary.

Supplemental Information

2.8.1 Identify customers and stakeholders that interface with the business case

The Enterprise Security business case significantly impacts all of Avista’s staff
and its customers. Each project within the business case must carefully
consider stakeholders and effected customers during the chartering process.

2.8.2 Identify any related Business Cases
This Enterprise Security business case replaced the following business cases:

- Enterprise Security Systems Refresh
- Enterprise Security Systems Expansion
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3.1

3.2

3.3

Steering Committee or Advisory Group Information

The Enterprise Security Committee will provide monthly recommendations and
guidance based on security operations center updates, business case financial
updates, and industry recommendations.

Provide and discuss the governance processes and people that will
provide oversight

The Enterprise Security Committee acts as the custodian and governance body
of security resources and investments which includes the Enterprise Security
Business Case. This group meets monthly and is composed of directors and
managers from most of the lines of business. In addition, each project funded
by the Enterprise Security Business Case has project-level steering committees.

How will decision-making, prioritization, and change requests be
documented and monitored

Project Steering Committees act as the governing body over each project within
the program and will consist of key members in management positions that are
identified as responsible for the successful completion of the scope of work
identified in the Charter document for the Project. The Project Steering
Committee is responsible to provide guidance and make decisions on key
issues that affect the following topics: scope, schedule, budget, project issues,
and project risks.

The Project Steering Committee will meet at the defined intervals documented
in the Charter of the project, and will be facilitated by an assigned Project
Manager from within the PMO Department.

The undersigned acknowledge they have reviewed the Enterprise Security business
case and agree with the approach it presents. Significant changes to this will be
coordinated with and approved by the undersigned or their designated

representatives. bocusigned by
, Sto Aug-07-2020 | 9:31 PM PDT
Signature: Ea?o gswaeﬁ?@... Date:
Print Name: Clay Storey
Title: Director of Security, IT & Security
Management
Role: Business Case Owner
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EXECUTIVE SUMMARY

Security is an expectation of companies today by its customers. Especially companies
considered critical infrastructure. Protecting facility & storage locations benefits Avista’s
customers by protecting our people, equipment, and material that are critical to support
our day to day operations. The capital budget request of $3,100,000 funds the security
protections that benefit Avista customers as the enhancements maintain and enhance
Avista’s security posture to minimize the risks associated with attacks at facility & storage
locations within the Avista service territory. Not approving this business case or its
recommended funding can pose risks to the people and assets Avista depends on to
conduct business and delivery safe and reliable energy.

VERSION HISTORY

Version | Author Description Date Notes
Draft Andru Miller Initial draft of original business case 7/01/2020

GENERAL INFORMATION

Requested Spend Amount $3,100,000

Requested Spend Time Period 5 years

Requesting Organization/Department Security

Business Case Owner | Sponsor Clay Storey | Clay Storey

Sponsor Organization/Department

Phase Choose an item.
Category Choose an item.
Driver Choose an item.

1. BUSINESS PROBLEM

1.1 What is the current or potential problem that is being addressed?

Security remains a concern at our facility & storage locations. These locations
contain people, equipment, and material that are critical to support our day to
day operations and, in turn, the delivery of safe and reliable gas and electricity.
A security incident at any of these locations may harm people, damage
equipment, or even restrict our ability to respond to our customers. Also, attacks

Business Case Justification Narrative Page 1 of 5
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1.2

1.3

1.4

1.5

can give intruders access to critical cyber equipment, which can lead to a
cybersecurity event.

Discuss the major drivers of the business case and the benefits to the
customer

Performance & Capacity is the primary driver for the business case as the
projects it funds address security risks by protecting our people, equipment, and
material that are critical to support our day to day operations.

Identify why this work is needed now and what risks there are if not
approved or is deferred

Addressing security risks has been and will continue to be an ongoing issue. If
the funding is not approved or is deferred, this increases the likelihood of a
security event that could impact people, equipment, and materials that are
critical to support our day to day operations.

Identify any measures that can be used to determine whether the
investment would successfully deliver on the objectives and address the
need listed above.

Avista utilizes utility industry forums, counsels, organizations and knowledge
from past security incidents to provided Avista with a strong baseline from which
to measure its security capabilities and channel the appropriate level of
investment to mitigate the identified risks.

Supplemental Information

1.5.1 Please reference and summarize any studies that support the problem

N/A
1.5.2 For asset replacement, include graphical or narrative representation of metrics

associated with the current condition of the asset that is proposed for
replacement.

Option Capital Cost Start Complete

Address security at facilities and storage locations $3,100,000 01 2021 12 2025
as funding allows (Recommended)

Address security at facilities and storage locations in $4,000,000 01 2021 06 2028
7.5 years

Address security at facilities and storage locations in $6,000,000 01 2021 12 2031
10 years

21

Describe what metrics, data, analysis or information was considered when
preparing this capital request.

The capital dollar request was derived from the historical annual spend
implementing security measures across the Avista service territory to
reasonably mitigate risks based on input from the programs governing body. It
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2.2

2.3

2.4

2.5

2.6

also takes into account estimates of in-flight projects and a 1% per year increase
for inflation of future projects.

Discuss how the requested capital cost amount will be spent in the current
year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverables that will result from the capital spend?). Include
any known or estimated reductions to O&M as a result of this investment.

This business case supports simultaneous projects over multiple years. Each
project within the business case evaluates the potential impact to O&M costs
and staffing.

[Offsets to projects will be more strongly scrutinized in general rate cases going forward (ref. WUTC Docket No. U-190531 Policy
Statement), therefore it is critical that these impacts are thought through in order to support rate recovery.]

Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.

Security systems, processes, and procedures can have an impact on business
functions. As a business case with multiple projects, Avista’s project
management office (PMO) tools and processes will be leveraged to coordinate
and collaborate through standardized change management any changes to
business functions.

Discuss the alternatives that were considered and any tangible risks and
mitigation strategies for each alternative.

The alternative strategy would be to fund the business case based on a set
schedule of 7.5 or 10 years rather than as funding allows. These options would
require more funding and resources but would be more likely to address security
needs in a timely manner rather than as needed.

Include a timeline of when this work will be started and completed.
Describe when the investments become used and useful to the customer.
Spend, and transfers to plant by year.

Since this business case is comprised of projects running concurrently over
multiple years, each one designates its completion date and transfer-to-plant.

Discuss how the proposed investment aligns with strategic vision, goals,
objectives and mission statement of the organization.

The projects funded by this business case protect Avista’s people, equipment,
and material. Without proper security protection, the risk to Avista’s people,
equipment, and material increase and could impact operations of the company
and mission to provide safe and reliable infrastructure.
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2.7

2.8

31

3.2

3.3

Include why the requested amount above is considered a prudent
investment, providing or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated throughout the project

Security measures to protect critical infrastructure is not only prudent but
required in some cases because of compliance. Reasonable and appropriate
security measures are also an expectation of Avista’s customers. The
investments reduce the likelihood of a security event that could impact the
people, equipment, and materials that are critical to support our day to day
operations. The prudency of the program’s investments will be evaluated by its
governing body every month and adjusted as necessary.

Supplemental Information

2.8.1 Identify customers and stakeholders that interface with the business case

Each project within the business case must carefully consider stakeholders and
effected customers during the chartering process.

2.8.2 Identify any related Business Cases
- None

Steering Committee or Advisory Group Information

The Enterprise Security Committee will provide monthly recommendations and
guidance based on security operations center updates, business case financial
updates, and industry recommendations.

Provide and discuss the governance processes and people that will
provide oversight

The Enterprise Security Committee acts as the custodian and governance body
of security resources and investments which includes the Facilities and Storage
Location Security business case. This group meets monthly and is composed
of directors and managers from most of the lines of business. In addition, each
project funded by the Facilities and Storage Location Security business case
has project-level steering committees.

How will decision-making, prioritization, and change requests be
documented and monitored

Project Steering Committees act as the governing body over each project within
the program and will consist of key members in management positions that are
identified as responsible for the successful completion of the scope of work
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identified in the Charter document for the Project. The Project Steering
Committee is responsible to provide guidance and make decisions on key
issues that affect the following topics: scope, schedule, budget, project issues,
and project risks.

The Project Steering Committee will meet at the defined intervals documented
in the Charter of the project and will be facilitated by an assigned Project
Manager from within the PMO Department.

The undersigned acknowledge they have reviewed the Facilities and Storage
Location Security business case and agree with the approach it presents. Significant
changes to this will be coordinated with and approved by the undersigned or their
designated representatives.

DocuSigned by:
E S'{'ﬂ Aug-07-2020 | 9:34 PM PDT
Signature: B70 QSF?961D4BG Date:
Print Name: Clay Storey
Title: Director of Security, IT & Security
Management
Role: Business Case Owner
- DocuSigned by:
. S.{.o Aug-07-2020 | 9:34 PM PDT
Signature: Ea?o gswaeﬁ?@... Date:
Print Name: Clay Storey
Title: Director of Security, IT & Security
Management
Role: Business Case Sponsor
Signature: Date:
Print Name:
Title:
Role: Steering/Advisory Committee Review
Business Case Justification Narrative Page 5 of 5

Page 212 of 277



DocuSign Envelope ID: 399B8319-431B-4C75-A5C6-F33C79F8BA3D Exh. JMK-2

Generation, Substation & Gas Location Security

EXECUTIVE SUMMARY

Security is an expectation of companies today by its customers. Especially companies
considered critical infrastructure. Protecting vital electric and gas services from attacks
benefits Avista’s customers by having safety and reliable energy. The capital budget
request of $3,100,000 funds the security protections that benefit Avista customers as the
enhancements maintain and enhance Avista’s security posture to minimize the risks
associated with physical attacks at Avista generation, substation & gas locations. Not
approving this business case or its recommended funding can pose risks to the assets
Avista depends on to conduct business and delivery safe and reliable energy.

VERSION HISTORY

Version | Author Description Date Notes
Draft Andru Miller Initial draft of original business case 7/02/2020

GENERAL INFORMATION

Requested Spend Amount $3,100,000

Requested Spend Time Period 5 years

Requesting Organization/Department Security

Business Case Owner | Sponsor Clay Storey | Clay Storey

Sponsor Organization/Department

Phase Choose an item.
Category Choose an item.
Driver Choose an item.

1. BUSINESS PROBLEM

1.1 What is the current or potential problem that is being addressed?

Security remains a concern at our generation, substation & gas locations.
These locations contain equipment that is critical to the delivery of safe and
reliable gas and electricity. Many of these locations are remote, unmanned, and
vulnerable, which makes them difficult to protect. A security incident at any of
these locations could deny, degrade, or disrupt the delivery of energy. Also,
attacks can give intruders access to critical cyber equipment, which can lead to
a cybersecurity event.
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1.2

1.3

1.4

1.5

Discuss the major drivers of the business case and the benefits to the
customer

Performance & Capacity is the primary driver for the business case as the
projects it funds address security risks by protecting Avista’s generation,
substation & gas locations that are critical to support our customers.

Identify why this work is needed now and what risks there are if not
approved or is deferred

Addressing security risks has been and will continue to be an ongoing issue. If
the funding is not approved or is deferred, this increases the likelihood of a
security event that could impact Avista’s generation, substation & gas locations
that are critical to support our customers.

Identify any measures that can be used to determine whether the
investment would successfully deliver on the objectives and address the
need listed above.

Avista utilizes utility industry forums, counsels, organizations, and knowledge
from past security incidents to provide Avista with a baseline from which to
measure its security capabilities and channel the appropriate level of investment
to mitigate the identified risks.

Supplemental Information

1.5.1 Please reference and summarize any studies that support the problem
N/A

1.5.2 For asset replacement, include graphical or narrative representation of metrics
associated with the current condition of the asset that is proposed for
replacement.

Option Capital Cost Start Complete

Address security at facilities and storage locations $3,100,000 01 2021 12 2025
as funding allows (Recommended)

Address security at facilities and storage locations in $5,000,000 01 2021 06 2028
7.5 years

Address security at facilities and storage locations in $7,000,000 01 2021 12 2031
10 years

21

Describe what metrics, data, analysis or information was considered when
preparing this capital request.

The capital dollar request was derived from the historical annual spend
implementing security measures across the Avista service territory to
reasonably mitigate risks based on input from the programs governing body. It
also takes into account estimates of in-flight projects and a 1% per year increase
for inflation of future projects.
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2.2

2.3

2.4

2.5

2.6

Discuss how the requested capital cost amount will be spent in the current
year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverables that will result from the capital spend?). Include
any known or estimated reductions to O&M as a result of this investment.

This business case supports simultaneous projects over multiple years. This
business case expects to continue to deliver security that contributes to threat
reduction and deterrence of Avista’'s assets. Each project within the business
case evaluates the potential impact to O&M costs and staffing.

[Offsets to projects will be more strongly scrutinized in general rate cases going forward (ref. WUTC Docket No. U-190531 Policy
Statement), therefore it is critical that these impacts are thought through in order to support rate recovery.]

Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.

Security systems, processes, and procedures can have an impact on business
functions. As a business case with multiple projects, Avista’s project
management office (PMO) tools and processes will be leveraged to coordinate
and collaborate through standardized change management any changes to
business functions.

Discuss the alternatives that were considered and any tangible risks and
mitigation strategies for each alternative.

The alternative strategy would be to fund the business case based on a set
schedule of 7.5 or 10 years rather than as funding allows. These options would
require more funding and resources but would be more likely to address security
needs in a timely manner rather than as needed.

Include a timeline of when this work will be started and completed.
Describe when the investments become used and useful to the customer.
spend, and transfers to plant by year.

Since this business case is comprised of projects running concurrently over
multiple years, each one designates its completion date and transfer-to-plant.

Discuss how the proposed investment aligns with strategic vision, goals,
objectives, and mission statement of the organization.

The Generation, Substation, and Gas Location Security business case provides
funding for security-related projects and supports Avista’s safe and reliable
infrastructure.

Business Case Justification Narrative Page 3 of 5
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2.7

2.8

31

3.2

3.3

Include why the requested amount above is considered a prudent
investment, providing or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated throughout the project

Security measures to protect critical infrastructure is not only prudent but
required in some cases because of compliance. Reasonable and appropriate
security measures are also an expectation of Avista’'s customers. The prudency
of the program’s investments will be evaluated by its governing body every
month and adjusted as necessary.

Supplemental Information

2.8.1 Identify customers and stakeholders that interface with the business case

Each project within the business case must carefully consider stakeholders and
effected customers during the chartering process.

2.8.2 Identify any related Business Cases
- None

Steering Committee or Advisory Group Information

The Enterprise Security Committee will provide monthly recommendations and
guidance based on security operations center updates, business case financial
updates, and industry recommendations.

Provide and discuss the governance processes and people that will
provide oversight

The Enterprise Security Committee acts as the custodian and governance body
of security resources and investments which includes the Generation,
Substation, and Gas Location Security business case. This group meets
monthly and is composed of directors and managers from most of the lines of
business. In addition, each project funded by the Generation, Substation, and
Gas Location Security business case has project-level steering committees.

How will decision-making, prioritization, and change requests be
documented and monitored

Project Steering Committees act as the governing body over each project within
the program and will consist of key members in management positions that are
identified as responsible for the successful completion of the scope of work
identified in the Charter document for the Project. The Project Steering
Committee is responsible to provide guidance and make decisions on key
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Page 216 of 277



DocuSign Envelope ID: 399B8319-431B-4C75-A5C6-F33C79F8BA3D Exh. JMK-2

Generation, Substation & Gas Location Security

issues that affect the following topics: scope, schedule, budget, project issues,
project risks

The Project Steering Committee will meet at the defined intervals documented
in the Charter of the project and will be facilitated by an assigned Project
Manager from within the PMO Department.

The undersigned acknowledge they have reviewed the Generation, Substation, and
Gas Location Security business case and agree with the approach it presents.
Significant changes to this will be coordinated with and approved by the undersigned
or their designated representatives.

DocuSigned by:

. Aug-07-2020 | 9:33 PM PDT
Signature: Sto Date: e |
- BFOFOSF7o610D4B6. ..
Print Name: Clay Storey
Title: Director of Security, IT & Security
Management
Role: Business Case Owner
DocuSigned by:
_ -07-2020 | 9:33
Signature: le STLOVU») Date: Ao | e
. e — BFOFOSF7o610D4B6. ..
Print Name: Clay Storey
Title: Director of Security, IT & Security
Management
Role: Business Case Sponsor
Signature: Date:
Print Name:
Title:
Role: Steering/Advisory Committee Review
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EXECUTIVE SUMMARY

Avista, as a regulated utility, is required to meet North American Electric Reliability
Corporation (“NERC”) Critical Infrastructure Protection (“CIP”) Standards. NERC
CIP standards continue to evolve to address emerging threats. To achieve and
maintain compliance with NERC CIP standards, an estimated $250,000 annual
investment is necessary. This business case will fund cyber and physical security
improvements to achieve and maintain NERC CIP compliance.

Being compliant with NERC CIP standards benefits customers by reducing the risk
of electric service interruptions associated with cyber or physical attacks. The
requested funding amount is intended to achieve and maintain compliance with the
effective dates defined by NERC CIP. Not being compliant and accepting fines is
not considered a viable alternative, as it puts Avista’s cyber and physical security
posture at risk and increases costs due to penalties. The recommended solution is
to implement the controls necessary to achieve compliance.

VERSION HISTORY

Version | Author Description Date Notes
Draft Andru Miller Initial draft of original business case 6/29/2020
Updated | Andru Miller Reduction of funds request in 2021 8/28/2020
GENERAL INFORMATION
Requested Spend Amount $1,100,000
Requested Spend Time Period 5 years
Requesting Organization/Department Security
Business Case Owner | Sponsor Clay Storey | Clay Storey

Sponsor Organization/Department

Phase Choose an item.
Category Choose an item.
Driver Choose an item.

1. BUSINESS PROBLEM

Meeting NERC CIP compliance standards for both cyber and physical security
measures is a requirement for Avista. In addition to protecting gas and electric
services, meeting the NERC CIP compliance standards by the specificed timeframe

Business Case Justification Narrative Page 1 of 6
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will save Avista money from fines associated with the violation of a standard.

11

1.2

1.3

1.4

1.5

What is the current or potential problem that is being addressed?
The NERC CIP Compliance business case addresses the following problems:
- Physical security: theft, vandalism, safety, service interruptions, fines

- Cyber security: customer accounts, payment transactions, identity theft,
intellectual property, safety, service interruptions, fines

Discuss the major drivers of the business case and the benefits to the
customer

Customer Requested, Customer Service Quality & Reliability, Mandatory &
Compliance, Performance & Capacity, Asset Condition, and Failed Plant &
Operations are all the major drivers in the NERC CIP Compliance business
case. Each driver has its own security elements necessary to mitigate the risk
to customers and the services they expect.

Identify why this work is needed now and what risks there are if not
approved or is deferred

NERC CIP Compliance standards for physical and cyber security measures are
an absolute necessity and will be for the foreseeable future. Avista must remain
compliant to ensure service reliability and avoid fines.

Identify any measures that can be used to determine whether the
investment would successfully deliver on the objectives and address the
need listed above.

Avista conducts internal audits to evaluate its ability to meeting the NERC CIP
compliance standards. These audits, along with utility industry forums,
counsels, and organizations provide Avista with a strong baseline from which to
measure its compliance and thus channel the appropriate level of investment to
meet a new standard.

Supplemental Information

1.5.1 Please reference and summarize any studies that support the problem
- NA
1.5.2 For asset replacement, include graphical or narrative representation of metrics

associated with the current condition of the asset that is proposed for
replacement.

- NA

The NERC CIP Compliance business case provides funding for cyber and
physical security related projects and supports Avista’s safe and reliable
infrastructure strategy. The projects funded by this business case are driven
by NERC CIP compliance standards.

Business Case Justification Narrative Page 2 of 6
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NERC CIP Compliance
Option Capital Cost Start Complete
Address NERC CIP standards as they are $1,250,000 01 2021 12 2025

21

2.2

2.3

2.4

Describe what metrics, data, analysis or information was considered when
preparing this capital request.

The capital dollar request was derived from the historical annual spend
implementing physical and cyber security measures across the Avista service
territory to reasonably mitigate risks based on input from the programs
governing body. It also takes into account estimates of in-flight projects and a
1% per year increase for inflation for future projects.

Discuss how the requested capital cost amount will be spent in the current
year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverables that will result from the capital spend?). Include
any known or estimated reductions to O&M as a result of this investment.

This business case supports simultaneous projects over multiple years. This
business case expects to continue to deliver physical and cyber tools
contributing to NERC CIP compliance standards. Each project within the
business case evaluates the potential impact to O&M costs and staffing.

[Offsets to projects will be more strongly scrutinized in general rate cases going forward (ref. WUTC Docket No. U-190531 Policy
Statement), therefore it is critical that these impacts are thought through in order to support rate recovery.]

Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.

Both physical and cyber security systems, processes, and procedures can have
an impact on business functions. As a business case with multiple projects,
Avista’s project management office (PMO) tools and processes will be
leveraged to coordinate and collaborate through standardized change
management any changes to business functions.

Discuss the alternatives that were considered and any tangible risks and
mitigation strategies for each alternative.

No alternative funding strategy is proposed. Compliance requirements will be
identified and corresponding projects will be sequenced to mitigate those risks
based on the approved funding level.

Business Case Justification Narrative Page 3 of 6
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2.5

2.6

2.7

2.8

3.1

Include a timeline of when this work will be started and completed.
Describe when the investments become used and useful to the customer.
spend, and transfers to plant by year.

Since this business case is comprised of projects running concurrently over
multiple years, each one designates its own completion date and transfer-to-
plant.

Discuss how the proposed investment aligns with strategic vision, goals,
objectives and mission statement of the organization.

This business case is a compilation of discrete projects. The projects funded
by this business case protect Avista’'s people, assets and information and will
ensure compliance with the NERC CIP standards.

Include why the requested amount above is considered a prudent
investment, providing or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated throughout the project

Security measures to protect critical infrastructure is not only prudent, but
required. Reasonable and appropriate security measures are an expectation
from Avista’s customers. The prudency of the program’s investments will be
evaluated by its governing body every month and adjusted as necessary.

Supplemental Information

2.8.1 Identify customers and stakeholders that interface with the business case

The NERC CIP Compliance business case significantly impacts all of Avista’s
staff and its customers. Each project within the business case must carefully
consider stakeholders and effected customers during the chartering process.

2.8.2 Identify any related Business Cases
- None

Steering Committee or Advisory Group Information

The Reliability Compliance Advisory Committee will provide quarterly
recommendations and guidance based on the NERC CIP compliance
standards.
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3.2

3.3

Provide and discuss the governance processes and people that will
provide oversight

The Reliability Compliance Advisory Committee acts as the guiding body for
compliance related work. This group meets quarterly and is composed of senior
leaders and directors from most of the lines of business. In addition, each
project funded by the NERC CIP Compliance business case has project level
steering committees.

How will decision-making, prioritization, and change requests be
documented and monitored

Project Steering Committees act as the governing body over each individual
project within the program and will consist of key members in management
positions that are identified as responsible for the successful completion of the
scope of work identified in the Charter document for the Project. The Project
Steering Committee is responsible to provide guidance and make decisions on
key issues that affect the following topics: scope, schedule, budget, project
issues, and project risks.

The Project Steering Committee will meet at the defined intervals documented
in the Charter of the project, and will be facilitated by an assigned Project
Manager from within the PMO Department.

The undersigned acknowledge they have reviewed the NERC CIP Compliance
business case and agree with the approach it presents. Significant changes to this
will be coordinated with and approved by the undersigned or their designated

representatives.
Signature: ra:ﬂsggf:y Date: Aug-31-2020 | 2:28 PM PDT
Print Name: Ci‘g;@[uz)rey
Title: Director of Security, IT & Security
Management
Role: Business Case Owner
Signature: ﬁ[“‘l Sfm;b' Date: Aug-31-2020 | 2:28 PM PDT
Print Name: Cléy S}ISFey
Title: Director of Security, IT & Security
Management
Role: Business Case Sponsor
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Signature: Date:
Print Name:
Title:
Role: Steering/Advisory Committee Review
2.
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1 GENERAL INFORMATION

Requested Spend Amount $ 1,600,000

Requesting Organization/Department Enterprise Security
Business Case Owner Clay Storey

Business Case Sponsor Jim Corder

Sponsor Organization/Department Enterprise Security
Category Mandatory

Driver Mandatory & Compliance

1.1 Steering Committee or Advisory Group Information

The Enterprise Security Committee acts as the custodian and governance body of
security resources and investments which includes the Payment Card Industry (PCl)
Business Case. This group meets monthly and is composed of directors and
managers from the lines of business. In addition the projects funded by this Business
Case will have project level steering committees.

Project Steering Committee

Project Steering Committees act as the governing body over each individual project
within the program and will consist of key members in management positions that are
identified as responsible for the successful completion of the scope of work identified
in the Charter document for the Project. The Project Steering Committee is
responsible to provide guidance and make decisions on key issues that affect the
following topics:

Scope
Schedule
Budget
Project Issues
Project Risks

The Project Steering Committee will meet at the defined intervals documented in
the Charter of the project, and will be facilitated by an assigned Project Manager
from within the PMO Department

2 BUSINESS PROBLEM

Avista accepts credit cards over the phone, in person and through our website. We
do this because credit cards are becoming the most common form of payment and
our customer expect us to take credit cards. In addition it aligns with our Customer
Engagement & Value Strategy which states “our relationships, programs, products
and services are relevant and add value or convenience for our customers”.

When a company takes credit cards they are subject to the Payment Card Industry

Business Case Justification Narrative Page 10of 3
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(PCI) standards. These standards specify controls that must be in place in order to
meet the standards and be complaint. If a company does not achieve and maintain
PCI compliance they are subject to fines and their ability to continue taking credit
cards can be revoked.

3 PROPOSAL AND RECOMMENDED SOLUTION

Option Capital Cost Start Complete
Do not achieve and maintain compliance $0

Stop taking credit cards $0

Transfer all credit card transactions to a 3 party $1M

Recommended - Achieve compliance $1.6M 712017 06/2019

Achieving PCI compliance is the recommend solution. Not being complaint is not
considered a viable option due to the risk of fines and penalties. Other options that
where discussed where to stop taking credit cards or transferring our customers to
a third party when they wish to pay by credit card. These options do not align with
our Customer Engagement & Value Strategy which states “our relationships,
programs, products and services are relevant and add value or convenience for our
customers”.

The recommended proposal will deliver solutions that achieve compliance for
Avista’s website, the contact centers and lobbies where payments are accepted. |t
is anticipated in order to maintain compliance we will need to spend between
$200,000 - $300,000 a year on software support and maintenance.

4 APPROVAL AND AUTHORIZATION

The undersigned acknowledge they have reviewed the Payment Card Industry
(PCI) and agree with the approach it presents. Significant changes to this will be
coordinated with and approved by the undersigned or their designated

representatives.
Signature: M Date: ’\// (A (Z
Print Name: Clay Storey W )
Title: Sr. Security Manager
Role: Business Case Owner
Signature: NANV L Date: | AUy, \
Print Name: Jim Corder
Title: Director of IT and Security
Business Case Justification Narrative Page 2 of 3
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Role:

5 VERSION HISTORY

Ve

1.0

Business Case Sponsor

Clay Storey

8/02/2017

Initial Version

2.0

Clay Storey

71118

Updated dates

Template Version: 03/07/2017
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EXECUTIVE SUMMARY

Technology that enables Avista’s control and safety systems is critical to the operations
that serve our gas and electric customers. It is found in many different environments from
office locations to mountaintop sites to generation plants across our service territory.
Managing our network technologies to optimize communications and operations of the
control and safety systems in these locations is extremely important. Technology
investments under the Control and Safety Network Infrastructure business case are
needed to expand and maintain these network assets in support of system controls,
safety and reliability throughout our service territory, ensuring our ability to appropriately
respond to the needs of our customers.

The technology solutions under the Control and Safety Network Infrastructure business
case will vary by site location and the systems supported in each facility or environment.
They will included, but are not limited to, emergency and safety systems plus various
control systems. This infrastructure is core to utility operations, thus demanding reliable
networks utilizing private network solutions. The cost of each solution will vary with the
type of solution identified for the appropriate level of network access at each site. Avista
and its customers will experience the benefits through ongoing system reliability.

The main driver behind this program is asset performance and capacity in alignment with
asset management strategies driven by technology lifecycles that are based on
manufacturer product roadmaps and planned obsolesces. The technology solutions
within this program undergo regular review to balance the asset management strategy
within the predetermined budget allocations. The risks of not approving this business case
at the level to which it can maintain the balance of meeting its asset management strategy
can result in unplanned failures, which result in unplanned labor and non-labor costs; risk
of delay to procure and replace the failed asset as well as downtime to the critical systems
supported; and, expose outdated or unsupported devices to external vulnerabilities. New
investments will be required when existing assets do not provide adequate capacity,
performance, and functionality.

VERSION HISTORY

Version | Author Description Date Notes
1.0 Shawna Kiesbuy Initial BCIN Draft 6/2021
Business Case Justification Narrative Page 1 of 9
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GENERAL INFORMATION

Requested Spend Amount $11,205,955

Requested Spend Time Period 5 years

Requesting Organization/Department Enterprise Technology

Business Case Owner | Sponsor Shawna Kiesbuy | Jim Corder
Sponsor Organization/Department Enterprise Technology

Phase Execution

Category Program

Driver Performance & Capacity

1. BUSINESS PROBLEM

11

1.2

1.3

What is the current or potential problem that is being addressed?

Technology that enables Avista’s safety and control systems is critical to the
operations that serve our gas and electric customers. It is found in many
different environments from office locations to mountaintop sites to generation
plants across our service territory. Managing our network technologies to
optimize communications and operations of the safety & control systems in
these locations is extremely important. Technology investments under the
Control and Safety Network Infrastructure business case are needed to expand
and maintain these network assets in support of system controls, safety and
reliability throughout our service territory, ensuring our ability to appropriately
respond to the needs of our customers.

Discuss the major drivers of the business case (Customer Requested, Customer
Service Quality & Reliability, Mandatory & Compliance, Performance & Capacity, Asset
Condition, or Failed Plant & Operations) and the benefits to the customer

The main driver behind this program is asset performance and capacity in
alignment with asset management strategies driven by technology lifecycles
that are based on manufacturer product roadmaps and planned obsolesces.
The technology solutions within this program undergo regular review to balance
the asset management strategy within the predetermined budget allocations.

Identify why this work is needed now and what risks there are if not
approved or is deferred

The risks of not approving this business case at the level to which it can maintain
the balance of meeting its asset management strategy can result in unplanned
failures, which result in an increase of employee, contractor and/or public safety
risks, unplanned labor and non-labor costs, risk of delay to procure and replace
the failed asset as well as downtime to the critical systems supported, and,
expose outdated or unsupported devices to external vulnerabilities. New

Business Case Justification Narrative Page 2 of 9
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investments will be required when existing assets do not provide adequate
capacity, performance, and functionality.

1.4 Identify any measures that can be used to determine whether the
investment would successfully deliver on the objectives and address the
need listed above.

Executing planned  projects will refresh assets prior to the

asset’s obsolescence and in this way, the business case should be able to

support the asset lifecycles and reduce the risk of failing assets affecting critical
business systems, processes and infrastructure reliability.

1.5 Supplemental Information
1.5.1 Please reference and summarize any studies that support the problem

Reference materials that support the needed changes in Network
technology are maintained by Technology Domain Architects within each
respective technology area.

1.5.2 For asset replacement, include graphical or narrative representation of metrics
associated with the current condition of the asset that is proposed for
replacement.

This business case is aligned with Performance & Capacity; not Asset
Management.

Option Capital Cost Start Complete

Alternative 1 — Asset replacement or expansion for $11,205,955 01/2022 12/2026

optimized performance and capacity.

Alternative 2 — Fund at 80%, which reduces $8,964,764 01/2022 12/2026

expansion to meet control and safety system needs
and does not allow for the necessary number of
devices to be refreshed increasing risk of failure or
vulnerability to unathorized access by bad actors.

Alternative 3 — Do not fund the program $0 01/2022 12/2026

2.1 Describe what metrics, data, analysis or information was considered when

preparing this capital request.

The main driver behind this program is performance and capacity aligned with
asset management strategies driven by technology lifecycles that are based on
manufacturer product roadmaps, which can compound planned obsolescence.
The asset management strategy is critical to optimize the overall lifecycle value
of the product and reduce potential for failure or unplanned outages. Tracking
of the assets’ installation and lifecycle durations are maintained to plan the
program projects over the course of future years driving the annual budget
request to maintain the refresh roadmap.

Business Case Justification Narrative Page 3 of 9
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2.2

2.3

2.4

Discuss how the requested capital cost amount will be spentin the current
year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverables that will result from the capital spend?). Include
any known or estimated reductions to O&M as a result of this investment.

This business case includes network solutions for both expansion requirements
and systematic refresh of existing devices that provide access to our enterprise
and control networks. Life cycle schedules allow for a known number of assets,
by type, to be refreshed based on impact and likelihood of realized risk to the
environment. Historical costs and timelines provide indicators in support of the
requested allocations above.

Through roadmapping activities and known pressures on existing network
capacity, expansion work has been identified for each year. Again, using
historical data along with current product cost estimates, the team developed a
cost plan for work by year. Combined with the refresh work cost estimates, the
overall business case request amount is determined.

[Offsets to projects will be more strongly scrutinized in general rate cases going forward (ref. WUTC Docket No. U-190531 Policy
Statement), therefore it is critical that these impacts are thought through in order to support rate recovery.]

Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.

The projects in this program are standalone projects within the Control and
Safety Network Infrastructure business case but may be dependent on length
of construction season and other geographically similar but unrelated work
being performed at impacted locations. Through those projects, business
functions and processes might be impacted but the technology upgrades being
made at the varied locations throughout Avista’s service territory should strive
to increase performance and capacity for employees in their daily work life.

Discuss the alternatives that were considered and any tangible risks and
mitigation strategies for each alternative.

Alternative 1: FUND PROGRAM BASED ON OPTIMIZED PERFORMANCE
AND ASSET MANAGEMENT

Funding the Control and Safety Network Infrastructure business case minimally
each year based on a reduced capital plan and request incremental increases
as projects are completed. This would result in ad-hoc funding requests to the
Capital Planning Group for work approved outside of the 5-year capital planning
process.

Alternative 2 — FUND AT 80%

Funding at less than the full amount reduces expansion to meet business needs
and does not allow for the necessary number of devices to be refreshed

Business Case Justification Narrative Page 4 of 9

Page 230 of 277



DocuSign Envelope ID: B60CF8D0-8C21-4DD5-AF29-EDCF5EA73988 Exh. JMK-2

Control and Safety Network Infrastructure

2.5

2.6

2.7

increasing risk of safety, failure or vulnerability to unathorized access by bad
actors.

Alternative 3: DO NOT FUND THE PROGRAM

Control and Safety Network Infrastructure projects would not be funded. Control
network access, optimization and/or unfunded capacity management could
result in minimized control network capacity reducing the ability to manage and
control our generation, transmission, substation, distribution and safety system
assets. This would increase the risk of contractor, employee and/or public
safety.

Include a timeline of when this work will be started and completed.
Describe when the investments become used and useful to the customer.
spend, and transfers to plant by year.

The Control and Safety Network Infrastructure business case is managed as a
program of projects planned yearly. All individual projects are managed through
the PMO, which follows the Project Management Institute (PMI) standards.
Throughout the year, the business case’s projects are Initiated, Planned,
Executed, and then Completed with a Transfer to Plant for the scope requests
which over the course of a calendar year equates to the funded budget
allocation.

Discuss how the proposed investment aligns with strategic vision, goals,
objectives and mission statement of the organization.

This is a program with discrete projects that align with Avista’s vision, mission
and strategic objectives:

e The Control and Safety Network Infrastructure business case investments
align with Avista’s commitment to invest in its infrastructure to achieve
optimal lifecycle performance — safety, reliability, and at a fair price. Network
communications that monitor and control Avista control networks are critical
in support of the bulk electric system. The implementation of these network
technologies will continue to enable and support these critical
communications in a manner that is much safer to all workers and at all
locations across Avista.

Include why the requested amount above is considered a prudent
investment, providing or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated throughout the project

Throughout the course of a year, all project requests are vetted before the
Steering Committee to validate the request against the business case purpose

Business Case Justification Narrative Page 5 of 9
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2.8

and making sure the request can be delivered within the approved funding
allocation.

Supplemental Information

Identify customers and stakeholders that interface with the business case

Within the Control and Safety Network Infrastructure business case, the discrete
projects interface with various internal Avista groups such as ET engineering,
Substation engineering, GPSS and Generation Plants, the Telecommunications
Shop, along with our internal business partners at various office and remote
facilities.

Steering Committee members include Business Case Sponsors, Directors and
Managers within the Enterprise Technology group along with the Business Case
Owner.

The ET Business Case Owner works in conjunction with the Project
Management Office (PMO), the assigned Program Manager, and subsequent
Project Managers.

The ET Business Case Owner is accountable and responsible for all Business
Case related activities and assignments.

2.8.1 Identify any related Business Cases

The investments included in this business case used to be include in Enterprise
& Control Network Infrastructure investments. For better visibility, and stronger
investment driver alignment, we have split the single Enterprise & Control
Network Infrastructure business case into three separate business cases
beginning with the 2022 calendar year. Enterprise Network Infrastructure
investments, Control and Safety Network Infrastructure investments and
Network Backbone Infrastructure investments.

Business Case Justification Narrative Page 6 of 9
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3.1

3.2

Steering Committee or Advisory Group Information

Steering Committee members are invaluable to the project and will provide
approval on scope, schedule, and budget related changes. Additionally, they will
provide approval on issues and risks pertaining to project deliverables outlined
in this document, which also typically have an impact on the scope, schedule,
or budget of a project. Steering Committee members will also provide approval
on Change Requests, Go-Live, and the Approval to Close document. For the
Control and Safety Network Infrastructure business case, the Steering
Committee will consist of the Directors and Managers within ET, Energy
Delivery, GPSS and the Business Case Owner.

Provide and discuss the governance processes and people that will
provide oversight

The Control and Safety Network Infrastructure Business Case has two levels of
governance; The Program Steering Committee and the Project Steering
Committee.

Program Steering Committee

This business case is a program of related projects. The Program Steering
Committee consists of members in management positions that are identified
and responsible for prioritizing the projects within this program. The Steering
Committee is also held accountable for the financial performance of this
program. The Program Steering Committee will have regular meetings to review
the progress of the program and to make decisions on the following topics:

e Project prioritization and risk
e Approving business case funding requests
e New project initiation and sequencing

The Program will be facilitated and administrated by an assigned Program
Manager within the Enterprise Technology (ET) Project Management Office
(PMO) Department. The project queue will be reviewed periodically in order to
plan and sequence work to the levels of funding allocation received.

Project Steering Committee

Project Steering Committees act as the governing body over each individual
project within the program and will consist of key members in management
positions that are identified as responsible for the successful completion of the
scope of work identified in the Charter document for the Project. The Project
Steering Committee is responsible to provide guidance and make decisions on
key issues that affect the following topics:

e Scope

Business Case Justification Narrative Page 7 of 9
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Schedule
Budget
Project Issues
Project Risks

The Project Steering Committee will meet at the defined intervals documented
in the Charter of the project and will be facilitated by an assigned Project
Manager from within the ET PMO Department.

3.3 How will decision-making, prioritization, and change requests be
documented and monitored

Project prioritization is evaluated by the management team on a monthly basis.
Each program and project steering committee meet regularly and oversees
scope, schedule and budget within their respective programs and projects and
inform the Business Case owner of any changes needing escalation to the TPG
or CPG for decision-making around resource or funding constraints.

Any changes in funding or scope are documented at the Business Case level,
via Change Request document that is presented to the CPG on a monthly basis
and evaluated by the CPG for approval.

Changes in scope, schedule, or budget are also documented through a ‘Change
Request’ at the project level and reviewed and approved through a formal
workflow process. All Enterprise technology projects in this business case are
managed through the PMO, which follows the Project Management Institute
(PMI) standards. Projects initiate with a ‘Charter’ to begin the planning process.
When planning is complete, a ‘Project Management Plan (PMP)’ is created and
approved as the projects baseline for scope, schedule and budget. At the end
of execution, an ‘Approval to Go Live’ is submitted and approved prior to
implementation (Transfer to Plant). After the technology is in service and out of
the warranty period, the Project Manager will hold a Lessons Learned, and
subsequently submit an ‘Approval to Close’ prior to finishing the project. All
Monitor and Control documentation and Change Requests are documented and
stored to ensure a comprehensive audit trail.

The undersigned acknowledge they have reviewed the Facilities Driven Technology
Improvements business case and agree with the approach it presents. Significant
changes to this will be coordinated with and approved by the undersigned or their
designated representatives.

DocuSigned by:

Signature: Shawna {q'bw Date: Jul-01-2021 | 8:56 AM PDT
R . 3CDY05ABTBIBACS... K
Print Name: Shawna Kiesbuy
Title: Sr. Manager, Network Engineering
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Role: Business Case Owner
Docusigned by:
Signature: James B (ordur Date: Ju1-05-2021 | 2:04 PM PDT
Print Name: J|mCorder
Title: IT Director
Role: Business Case Sponsor
Signature: Date:
Print Name:
Title:
Role: Steering/Advisory Committee Review
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1.0

BUSINESS CASE REQUEST -5 YEAR PLANNING 2021

CPG Approved Amount
(Admin use only)

Year Requested Amount

2022 $3,625,000

2023 $2,000,000

2024 $1,700,000

2025 $1,600,000

$1,600,000

2026

1.1

2.0

DISCUSS HOW THE ABOVE REQUESTED AMOUNT WAS CALCULATED
INCLUDING ANY CONSIDERATION OF HISTORICAL SPENDING, ESTIMATES,
CONFIDENCE LEVELS AND ESCALATION RATES.

This business case includes investments in network solutions for both expansion
requirements and systematic refresh of existing assets that provide access to, and
functionality within, our enterprise network. Life cycle schedules allow for a known number
of assets, by type, to be refreshed based on impact and likelihood of realized risk to the
envoironment. Historical costs and timelines provide indicators in support of the requested
allocations above.

Through roadmapping activities and known pressures on existing network capacity,
expansion work has been identified for each year. Again using historical data along with
current product cost estimates, the team developed a cost plan for work by year. Combined
with the refresh work cost estimates, the overall business case request amount is determined.

INITIAL BUSINESS CASE APPROVAL AND AUTHORIZATION

The undersigned acknowledge they have reviewed the funds request and agree with the
approach presented, and that it has been approved by the relevant governance group.
Signatures are required before funding can be considered.

Name Role Signature Date
[ s 1-01-2021 :57 AM PDT
Shawna Kiesbuy BC Owner Gmﬂiﬁ‘mﬁ Jul-01-2021 | 85
Jim Corder BC Sponsor DocuSigaed by: Ju1-05-2021 | 200 PM PDT
L_jﬂ”b) 5 fwniim
FP&A TOOZEBTHINAAS

Business Case Funds Request — version 05/21/2020

Page 1 of 1
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EXECUTIVE SUMMARY

Technology that enables Avista’'s customer-facing, and backoffice systems is critical to
the operations that serve our gas and electric customers and support our teams. It is
found in many different environments from the Mission campus to office locations to
mountaintop sites to remote workers. Managing our network technologies to optimize
communications and operations of the corporate enterprise systems is extremely
important. Technology investments under the Enterprise Network Infrastructure business
case are needed to expand and maintain these network assets in support of system
reliability and business productivity throughout our service territory, ensuring our ability to
appropriately respond to the needs of our customers.

The technology solutions under the Enterprise Network Infrastructure business case will
vary by site location and the systems supported in each facility or environment. They will
include, but are not be limited to, customer systems, and enterprise back office
productivity systems. This infrastructure is core to utility operations, thus demanding
reliable networks utilizing commercial carrier services and private network solutions. The
cost of each solution will vary with the type of solution identified for the appropriate level
of network access at each site. Avista and its customers will experience the benefits
through ongoing system reliability.

The main driver behind this program is asset performance and capacity in alignment with
asset management strategies driven by technology lifecycles that are based on
manufacturer product roadmaps and planned obsolesces. The technology solutions
within this program undergo regular review to balance the asset management strategy
within the predetermined budget allocations. The risks of not approving this business case
at the level to which it can maintain the balance of meeting its asset management strategy
can result in unplanned failures, which result in unplanned labor and non-labor costs; risk
of delay to procure and replace the failed asset as well as downtime to the critical systems
supported; and, expose outdated or unsupported devices to external vulnerabilities. New
investments will be required when existing assets do not provide adequate capacity,
performance, and functionality.

VERSION HISTORY

Version | Author Description Date Notes
1.0 Shawna Kiesbuy Initial BCJN Draft 6/2021
Business Case Justification Narrative Page 1 of 9
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GENERAL INFORMATION

Requested Spend Amount $10,525,000

Requested Spend Time Period 5 years

Requesting Organization/Department Enterprise Technology

Business Case Owner | Sponsor Shawna Kiesbuy | Jim Corder
Sponsor Organization/Department Enterprise Technology

Phase Execution

Category Program

Driver Performance & Capacity

1. BUSINESS PROBLEM

1.1

1.2

1.3

What is the current or potential problem that is being addressed?

Technology that enables Avista’s customer-facing, and backoffice systems is
critical to the operations that serve our gas and electric customers and support
our teams. It is found in many different environments from the Mission campus
to office locations to remote workers. Managing our network technologies to
optimize communications and operations of the enterprise systems is extremely
important. Technology investments under the Enterprise Network Infrastructure
business case are needed to expand and maintain these network assets in
support of system reliability and business productivity throughout our service
territory, ensuring our ability to appropriately respond to the needs of our
customers.

Discuss the major drivers of the business case (Customer Requested, Customer
Service Quality & Reliability, Mandatory & Compliance, Performance & Capacity, Asset
Condition, or Failed Plant & Operations) and the benefits to the customer

The main driver behind this program is asset performance and capacity in
alignment with asset management strategies driven by technology lifecycles
that are based on manufacturer product roadmaps and planned obsolescence.
The technology solutions within this program undergo regular review to balance
the asset management strategy within the predetermined budget allocations.

Identify why this work is needed now and what risks there are if not
approved or is deferred

The risks of not approving this business case at the level to which it can maintain
the balance of meeting its asset management strategy can result in unplanned
failures, which result in unplanned labor and non-labor costs; risk of delay to
procure and replace the failed asset as well as downtime to the critical systems
supported; and, expose outdated or unsupported devices to external
vulnerabilities. New investments will be required when existing assets do not
provide adequate capacity, performance, and functionality.

Business Case Justification Narrative Page 2 of 9
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1.4

1.5

Identify any measures that can be used to determine whether the
investment would successfully deliver on the objectives and address the
need listed above.

Executing planned projects will refresh assets prior to the
asset obsolescence and in this way, the business case should be able to
support the asset lifecycles and reduce the risk of failing assets affecting critical
business systems, processes and infrastructure reliability.

Supplemental Information

1.5.1 Please reference and summarize any studies that support the problem

Reference materials that support the needed changes in Network
technology are maintained by Technology Domain Architects within each
respective technology area.

1.5.2 For asset replacement, include graphical or narrative representation of metrics

associated with the current condition of the asset that is proposed for
replacement.

This business case is aligned with Performance & Capacity; not Asset

expansion to meet business needs and does not
allow for the necessary number of devices to be
refreshed increasing risk of failure or vulnerability to
unathorized access by bad actors.

Management.
Option Capital Cost Start Complete
Alternative 1 - Asset replacement or expansion for $10,525,000 01/2022 12/2026
optimized performance and capacity.
Alternative 2 — Fund at 80%, which reduces $8,420,000 01/2022 12/2026

Alternative 3 — Do not fund the program $0 01/2022 12/2026

2.1

Describe what metrics, data, analysis or information was considered when
preparing this capital request.

The main driver behind this program is performance and capacity aligned with
asset management strategies driven by technology lifecycles that are based on
manufacturer product roadmaps, which can compound planned obsolescence.
The asset management strategy is critical to optimize the overall lifecycle value
of the product and reduce potential for failure or unplanned outages. Tracking
of the assets’ installation and lifecycle durations are maintained to plan the
program projects over the course of future years driving the annual budget
request to maintain the refresh roadmap.

Business Case Justification Narrative Page 3 of 9
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2.2

2.3

2.4

Discuss how the requested capital cost amount will be spent in the current
year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverables that will result from the capital spend?). Include
any known or estimated reductions to O&M as a result of this investment.

This business case includes network solutions for both expansion requirements
and systematic refresh of existing devices that provide access to our enterprise
networks. Life cycle schedules allow for a known number of assets, by type, to
be refreshed based on impact and likelihood of realized risk to the environment.
Historical costs and timelines provide indicators in support of the requested
allocations above.

Through roadmapping activities and known pressures on existing network
capacity, expansion work has been identified for each year. Again, using
historical data along with current product cost estimates, the team developed a
cost plan for work by year. Combined with the refresh work cost estimates, the
overall business case request amount is determined.

[Offsets to projects will be more strongly scrutinized in general rate cases going forward (ref. WUTC Docket No. U-190531 Policy
Statement), therefore it is critical that these impacts are thought through in order to support rate recovery.]

Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.

The projects in this program are standalone projects within the Enterprise
Network Infrastructure business case but may be dependent on length of
construction season and other geographically similar but unrelated work being
performed at impacted locations. Through those projects, business functions
and processes might be impacted but the technology upgrades being made at
the varied locations throughout Avista's service territory should strive to
increase performance and capacity for employees in their daily work life.

Discuss the alternatives that were considered and any tangible risks and
mitigation strategies for each alternative.

Alternative 1: FUND PROGRAM BASED ON OPTIMIZED PERFORMANCE
AND ASSET MANAGEMENT

Funding the Enterprise Network Infrastructure business case minimally each
year based on a reduced capital plan and request incremental increases as
projects are completed. This would result in ad-hoc funding requests to the
Capital Planning Group for work approved outside of the 5-year capital planning
process.

Alternative 2 — FUND AT 80%

Funding at less than the full amount reduces expansion to meet business needs
and does not allow for the necessary number of devices to be refreshed
increasing risk of failure or vulnerability to unathorized access by bad actors.

Business Case Justification Narrative Page 4 of 9
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2.5

2.6

2.7

2.8

Alternative 3: DO NOT FUND THE PROGRAM

Enterprise Network Infrastructure projects would not be funded. Enterprise
network access, optimization and/or unfunded capacity management could
result in minimized network capacity reducing the ability to perform ordinary and
necessary daily business operations.

Include a timeline of when this work will be started and completed.
Describe when the investments become used and useful to the customer.
spend, and transfers to plant by year.

The Enterprise Network Infrastructure business case is managed as a program
of projects planned yearly. All individual projects are managed through the
PMO, which follows the Project Management Institute (PMI) standards.
Throughout the year, the business case’s projects are Initiated, Planned,
Executed, and then Completed with a Transfer to Plant for the scope requests
which over the course of a calendar year equates to the funded budget
allocation.

Discuss how the proposed investment aligns with strategic vision, goals,
objectives and mission statement of the organization.

This is a program with discrete projects that align with Avista’s vision, mission
and strategic objectives:

e The Enterprise Network Infrastructure business case investments align with
Avista’s commitment to invest in its infrastructure to achieve optimal lifecycle
performance - safety, reliability, and at a fair price. Network
communications that monitor and control Avista enterprise networks are
critical in support of the company backoffice and customer support systems.
The implementation of these network technologies will continue to enable
and support these critical communications in a manner that is much safer to
all workers and at all locations across Avista.

Include why the requested amount above is considered a prudent
investment, providing or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated throughout the project

Throughout the course of a year, all project requests are vetted before the
Steering Committee to validate the request against the business case purpose
and making sure the request can be delivered within the approved funding
allocation.

Supplemental Information

Business Case Justification Narrative Page 5 of 9
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3.1

3.2

Identify customers and stakeholders that interface with the business case

Within the Enterprise and Control Network Infrastructure business case, the
discrete projects interface with various internal Avista groups such as ET
engineering, the Telecommunications Shop, along with our internal business
partners at various office and remote facilities.

Steering Committee members include Business Case Sponsors, Directors and
Managers within the Enterprise Technology group along with the Business Case
Owner.

The ET Business Case Owner works in conjunction with the Project
Management Office (PMO), the assigned Program Manager, and subsequent
Project Managers.

The ET Business Case Owner is accountable and responsible for all Business
Case related activities and assignments.

2.8.1 Identify any related Business Cases

This business case used to include Enterprise Network Infrastructure
investments, Control and Safety Network Infrastructure investments and
Network Backbone Infrastructure investments. For better visibility, and stronger
investment driver alignment, we have split the single Enterprise & Control
Network Infrastructure business case into three separate business cases
beginning with the 2022 calendar year.

Steering Committee or Advisory Group Information

Steering Committee members are invaluable to the project and will provide
approval on scope, schedule, and budget related changes. Additionally, they will
provide approval on issues and risks pertaining to project deliverables outlined
in this document, which also typically have an impact on the scope, schedule,
or budget of a project. Steering Committee members will also provide approval
on Change Requests, Go-Live, and the Approval to Close document. For the
Enterprise Network Infrastructure business case, the Steering Committee will
consist of the Directors and Managers within ET, Security, Energy Delivery,
Customer Solutions and the Business Case Owner.

Provide and discuss the governance processes and people that will
provide oversight

The Enterprise Network Infrastructure Business Case has two levels of
governance; The Program Steering Committee and the Project Steering
Committee.

Business Case Justification Narrative Page 6 of 9

Page 242 of 277



DocuSign Envelope ID: DEA6B703-3D4B-4561-BDC3-B754F5604983 Exh. JMK-2

Enterprise Network Infrastructure

3.3

Program Steering Committee

This business case is a program of related projects. The Program Steering
Committee consists of members in management positions that are identified
and responsible for prioritizing the projects within this program. The Steering
Committee is also held accountable for the financial performance of this
program. The Program Steering Committee will have regular meetings to review
the progress of the program and to make decisions on the following topics:

e Project prioritization and risk
e Approving business case funding requests
e New project initiation and sequencing

The Program will be facilitated and administrated by an assigned Program
Manager within the Enterprise Technology (ET) Project Management Office
(PMO) Department. The project queue will be reviewed periodically in order to
plan and sequence work to the levels of funding allocation received.

Project Steering Committee

Project Steering Committees act as the governing body over each individual
project within the program and will consist of key members in management
positions that are identified as responsible for the successful completion of the
scope of work identified in the Charter document for the Project. The Project
Steering Committee is responsible to provide guidance and make decisions on
key issues that affect the following topics:

Scope
Schedule
Budget
Project Issues
Project Risks

The Project Steering Committee will meet at the defined intervals documented
in the Charter of the project and will be facilitated by an assigned Project
Manager from within the ET PMO Department.

How will decision-making, prioritization, and change requests be
documented and monitored

Project prioritization is evaluated by the management team on a monthly basis.
Each program and project steering committee meet regularly and oversees
scope, schedule and budget within their respective programs and projects and
inform the Business Case owner of any changes needing escalation to the TPG
or CPG for decision-making around resource or funding constraints.

Business Case Justification Narrative Page 7 of 9
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Any changes in funding or scope are documented at the Business Case level,
via Change Request document that is presented to the CPG on a monthly basis
and evaluated by the CPG for approval.

Changes in scope, schedule, or budget are also documented through a ‘Change
Request’ at the project level and reviewed and approved through a formal
workflow process. All Enterprise technology projects in this business case are
managed through the PMO, which follows the Project Management Institute
(PMI) standards. Projects initiate with a ‘Charter’ to begin the planning process.
When planning is complete, a ‘Project Management Plan (PMP)’ is created and
approved as the projects baseline for scope, schedule and budget. At the end
of execution, an ‘Approval to Go Live’ is submitted and approved prior to
implementation (Transfer to Plant). After the technology is in service and out of
the warranty period, the Project Manager will hold a Lessons Learned, and
subsequently submit an ‘Approval to Close’ prior to finishing the project. All
Monitor and Control documentation and Change Requests are documented and
stored to ensure a comprehensive audit trail.

The undersigned acknowledge they have reviewed the Facilities Driven Technology
Improvements business case and agree with the approach it presents. Significant
changes to this will be coordinated with and approved by the undersigned or their
designated representatives.

DocuSigned by:

Signature: Shawna lzibslfu.q Date: Ju1-01-2021 | 8:57 AM PDT
Print Name: Shawna Kiesbuy
Title: Sr. Manager, Network Engineering
Role: Business Case Owner
Signature: James B (orduor Date: Ju1-05-2021 | 2:00 PM PDT
Print Name: Ji{ﬁ CoFder
Title: IT Director
Role: Business Case Sponsor
Signature: Date:
Print Name:
Title:
Role: Steering/Advisory Committee Review
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1.0 BUSINESS CASE REQUEST -5 YEAR PLANNING 2021

Year Requested Amount CPG Approved Amount
(Admin use only)

2022 $4,500,000

2023 $5,000,000

2024 $4,500,000

2025 $4,500,000

2026 $3,700,000

1.1 DISCUSS HOW THE ABOVE REQUESTED AMOUNT WAS CALCULATED
INCLUDING ANY CONSIDERATION OF HISTORICAL SPENDING, ESTIMATES,
CONFIDENCE LEVELS AND ESCALATION RATES.

This business case includes multi service transport backbone infrastructure investments for
both expansion requirements and systematic refresh of existing assets that provides access
to all of our enterprise, control and safety networks. Life cycle schedules allow for a known
number of assets, by type, to be refreshed based on impact and likelihood of realized risk to
the envoironment. Historical costs and timelines provide indicators in support of the
requested allocations above.

Through roadmapping activities and known pressures on existing network capacity,
expansion work has been identified for each year. Again using historical data along with
current product cost estimates, the team developed a cost plan for work by year. Combined
with the refresh work cost estimates, the overall business case request amount is determined.

2.0 INITIAL BUSINESS CASE APPROVAL AND AUTHORIZATION

The undersigned acknowledge they have reviewed the funds request and agree with the
approach presented, and that it has been approved by the relevant governance group.
Signatures are required before funding can be considered.

Name Role Signature Date
i sy Jul-01-2021 | 8§57 AM PDT
Shawna Kiesbuy BC Owner EWM ki u I
Jim Corder BC Sponsor ;’;E:-SI:;“O;:‘» Jul-05-2021 | 2:16 PM PDT
L_jﬂmb) 5 fwrlii-‘-ﬂ"
FP&A TO0ZE4BT2I4445
Business Case Funds Request — version 05/21/2020 Page 1 of 1
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EXECUTIVE SUMMARY

Technology that provides network connectivity between Avista's safety, control,
customer-facing, and backoffice systems is critical to the operations that serve our gas
and electric customers and support Company business functions. It is found in many
different environments from office locations to mountaintop sites to generation plants
across our service territory. Managing our network technologies to optimize
communications and operations of the enterprise, control and safety systems in these
locations is extremely important. Technology investments under the Network Backbone
Infrastructure business case are needed to expand and maintain data and communication
transport services in support of system reliability and business productivity throughout our
service territory, ensuring our ability to appropriately respond to the needs of our
customers.

The technology solutions under the Network Backbone Infrastructure business case will
vary by site location and the systems supported in each facility or environment. They will
included, but are not limited to, microwave and other such wireless technologies plus fiber
optic and copper cables. This infrastructure is core to utility operations, thus demanding
reliable networks utilizing private transport services. The cost of each solution will vary
with the type of solution identified to provide transport service between endpoints. Avista
and its customers will experience the benefits through private transport services to
provide ongoing system reliability.

The main driver behind this program is asset performance and capacity in alignment with
asset management strategies driven by technology lifecycles that are based on
manufacturer product roadmaps and planned obsolesces. The technology solutions
within this program undergo regular review to balance the asset management strategy
within the predetermined budget allocations. The risks of not approving this business case
at the level to which it can maintain the balance of meeting its asset management strategy
can result in unplanned failures, which result in unplanned labor and non-labor costs, risk
of delay to procure and replace the failed asset, increased safety risks in sending field
staff in extreme weather conditions to remote locations, as well as downtime to the critical
operations and safety systems supported. New investments will be required when existing
assets do not provide adequate capacity, performance, and functionality.

VERSION HISTORY

Version | Author Description Date Notes
1.0 Shawna Kiesbuy Initial BCJN Draft 6/2021
Business Case Justification Narrative Page 1 of 9
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GENERAL INFORMATION

Requested Spend Amount $22,200,000

Requested Spend Time Period 5 years

Requesting Organization/Department Enterprise Technology

Business Case Owner | Sponsor Shawna Kiesbuy | Jim Corder
Sponsor Organization/Department Enterprise Technology

Phase Execution

Category Program

Driver Performance & Capacity

1. BUSINESS PROBLEM

1.1

1.2

1.3

What is the current or potential problem that is being addressed?

Technology that provides network connectivity between Avista’s safety, control,
customer-facing, and backoffice systems is critical to the operations that serve
our gas and electric customers and support Company business functions. It is
found in many different environments from office locations to mountaintop sites
to generation plants across our service territory. Managing our network
technologies to optimize communications and operations of the enterprise and
control systems in these locations is extremely important. Technology
investments under the Network Backbone Infrastructure business case are
needed to expand and maintain data and communication transport services in
support of system reliability and business productivity throughout our service
territory, ensuring our ability to appropriately respond to the needs of our
customers.

Discuss the major drivers of the business case (Customer Requested, Customer
Service Quality & Reliability, Mandatory & Compliance, Performance & Capacity, Asset

Condition, or Failed Plant & Operations) and the benefits to the customer

The main driver behind this program is asset performance and capacity in
alignment with asset management strategies driven by technology lifecycles
that are based on manufacturer product roadmaps and planned obsolesces.
The technology solutions within this program undergo regular review to balance
the asset management strategy within the predetermined budget allocations.

Identify why this work is needed now and what risks there are if not
approved or is deferred

The risks of not approving this business case at the level to which it can maintain
the balance of meeting its asset management strategy can result in unplanned
failures, which result in unplanned labor and non-labor costs, risk of delay to
procure and replace the failed asset, increased safety risks in sending field staff
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1.4

1.5

in extreme weather conditions to remote locations, as well as downtime to the
critical operations and safety systems supported. New investments will be
required when existing assets do not provide adequate capacity, performance,
and functionality.

Identify any measures that can be used to determine whether the
investment would successfully deliver on the objectives and address the
need listed above.

Executing planned projects will refresh assets prior to the
asset’s obsolescence and in this way, the business case should be able to
support the asset lifecycles and reduce the risk of failing assets affecting critical
business systems, processes and infrastructure reliability.

Supplemental Information

1.5.1 Please reference and summarize any studies that support the problem

Reference materials that support the needed changes in Network
technology are maintained by Technology Domain Architects within each
respective technology area.

1.5.2 For asset replacement, include graphical or narrative representation of metrics

associated with the current condition of the asset that is proposed for
replacement.

This business case is aligned with Performance & Capacity; not Asset
Management.

Option Capital Cost Start Complete

Alternative 1 — Asset replacement or expansion for $22,000,000 01/2022 12/2026
optimized performance and capacity.

Alternative 2 — Fund at 80%, which reduces $17,760,000 01/2022 12/2026

expansion to meet enterprise, control and safety
system needs and does not allow for the necessary
number of devices to be refreshed increasing risk of
failure or vulnerability to unathorized access by bad

actors.
Alternative 3 — Do not fund the program $0 01/2022 12/2026
2.1 Describe what metrics, data, analysis or information was considered when

preparing this capital request.

The main driver behind this program is performance and capacity aligned with
asset management strategies driven by technology lifecycles that are based on
manufacturer product roadmaps, which can compound planned obsolescence.
The asset management strategy is critical to optimize the overall lifecycle value
of the product and reduce potential for failure or unplanned outages. Tracking
of the assets’ installation and lifecycle durations are maintained to plan the

Business Case Justification Narrative Page 3 of 9

Page 249 of 277




DocuSign Envelope ID: 78B80DF5-9B40-4BAB-A969-A8A8906ABE4F Exh. JMK-2

Network Backbone Infrastructure

2.2

23

2.4

program projects over the course of future years driving the annual budget
request to maintain the refresh roadmap.

Discuss how the requested capital cost amount will be spent in the current
year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverables that will result from the capital spend?). Include
any known or estimated reductions to O&M as a result of this investment.

This business case includes network solutions for both expansion requirements
and systematic refresh of existing devices that provide access to our enterprise
and control networks. Life cycle schedules allow for a known number of assets,
by type, to be refreshed based on impact and likelihood of realized risk to the
environment. Historical costs and timelines provide indicators in support of the
requested allocations above.

Through roadmapping activities and known pressures on existing network
capacity, expansion work has been identified for each year. Again, using
historical data along with current product cost estimates, the team developed a
cost plan for work by year. Combined with the refresh work cost estimates, the
overall business case request amount is determined.

[Offsets to projects will be more strongly scrutinized in general rate cases going forward (ref. WUTC Docket No. U-190531 Policy
Statement), therefore it is critical that these impacts are thought through in order to support rate recovery.]

Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.

The projects in this program are standalone projects within the Network
Backbone Infrastructure business case but are dependent on length of
construction season and other geographically similar but unrelated work being
performed at impacted substations. Through those projects, business functions
and processes might be impacted but the technology upgrades being made at
the varied locations throughout Avista's service territory should strive to
increase performance and capacity for employees in their daily work life.

Discuss the alternatives that were considered and any tangible risks and
mitigation strategies for each alternative.

Alternative 1: FUND PROGRAM BASED ON OPTIMIZED PERFORMANCE
AND ASSET MANAGEMENT

Funding the Network Backbone Infrastructure business case minimally each
year based on a reduced capital plan and request incremental increases as
projects are completed. This would result in ad-hoc funding requests to the
Capital Planning Group for work approved outside of the 5-year capital planning
process.

Alternative 2 — FUND AT 80%

Business Case Justification Narrative Page 4 of 9
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2.6

2.7

Funding at less than the full amount reduces expansion to meet business needs
and does not allow for the necessary number of devices to be refreshed
increasing risk of failure or vulnerability to unathorized access by bad actors.

Alternative 3: DO NOT FUND THE PROGRAM

Network Backbone Infrastructure projects would not be funded. Enterprise,
control and safety network services, optimization and/or unfunded capacity
management could result in minimized network capacity reducing the ability to
perform ordinary and necessary daily business operations. This would also
increase employee, contractor & public safety risks.

Include a timeline of when this work will be started and completed.
Describe when the investments become used and useful to the customer.
spend, and transfers to plant by year.

The Network Backbone Infrastructure business case is managed as a program
of projects planned yearly. All individual projects are managed through the
PMO, which follows the Project Management Institute (PMI) standards.
Throughout the year, the business case’s projects are Initiated, Planned,
Executed, and then Completed with a Transfer to Plant for the scope requests
which over the course of a calendar year equates to the funded budget
allocation.

Discuss how the proposed investment aligns with strategic vision, goals,
objectives and mission statement of the organization.

This is a program with discrete projects that align with Avista’s vision, mission
and strategic objectives:

e The Network Backbone Infrastructure business case investments align with
Avista’s commitment to invest in its infrastructure to achieve optimal lifecycle
performance — safety, reliability, and at a fair price. Network communications
that monitor and control Avista enterprise networks and control networks are
critical in support of the bulk electric system. The implementation of these
network technologies will continue to enable and support these critical
communications in a manner that is much safer to all workers and at all
locations across Avista.

Include why the requested amount above is considered a prudent
investment, providing or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated throughout the project

Throughout the course of a year, all project requests are vetted before the
Steering Committee to validate the request against the business case purpose
and making sure the request can be delivered within the approved funding
allocation.
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2.8 Supplemental Information

Identify customers and stakeholders that interface with the business case

Within the Network Backbone Infrastructure business case, the discrete projects
interface with various internal Avista groups such as ET engineering, Substation
engineering, GPSS and Generation Plants, the Telecommunications Shop,
along with our internal business partners at various office and remote facilities.

Steering Committee members include Business Case Sponsors, Directors and
Managers within the Enterprise Technology group along with the Business Case
Owner.

The ET Business Case Owner works in conjunction with the Project
Management Office (PMO), the assigned Program Manager, and subsequent
Project Managers.

The ET Business Case Owner is accountable and responsible for all Business
Case related activities and assignments.

2.8.1 Identify any related Business Cases

The investments included in this business case used to be include in Enterprise
& Control Network Infrastructure investments. For better visibility, and stronger
investment driver alignment, we have split the single Enterprise & Control
Network Infrastructure business case into three separate business cases
beginning with the 2022 calendar year: Enterprise Network Infrastructure
investments, Control and Safety Network Infrastructure investments and
Network Backbone Infrastructure investments.

Business Case Justification Narrative Page 6 of 9
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Steering Committee or Advisory Group Information

Steering Committee members are invaluable to the project and will provide
approval on scope, schedule, and budget related changes. Additionally, they will
provide approval on issues and risks pertaining to project deliverables outlined
in this document, which also typically have an impact on the scope, schedule,
or budget of a project. Steering Committee members will also provide approval
on Change Requests, Go-Live, and the Approval to Close document. For the
High Voltage Protection business case, the Steering Committee will consist of
the Directors and Managers within ET, Energy Delivery, GPSS and the Business
Case Owner.

2.10 Provide and discuss the governance processes and people that will
provide oversight

The Network Backbone Infrastructure Business Case has two levels of
governance; The Program Steering Committee and the Project Steering
Committee.

Program Steering Committee

This business case is a program of related projects. The Program Steering
Committee consists of members in management positions that are identified
and responsible for prioritizing the projects within this program. The Steering
Committee is also held accountable for the financial performance of this
program. The Program Steering Committee will have regular meetings to review
the progress of the program and to make decisions on the following topics:

e Project prioritization and risk
e Approving business case funding requests
e New project initiation and sequencing

The Program will be facilitated and administrated by an assigned Program
Manager within the Enterprise Technology (ET) Project Management Office
(PMO) Department. The project queue will be reviewed periodically in order to
plan and sequence work to the levels of funding allocation received.

Project Steering Committee

Project Steering Committees act as the governing body over each individual
project within the program and will consist of key members in management
positions that are identified as responsible for the successful completion of the
scope of work identified in the Charter document for the Project. The Project
Steering Committee is responsible to provide guidance and make decisions on
key issues that affect the following topics:

e Scope

Business Case Justification Narrative Page 7 of 9
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Schedule
Budget
Project Issues
Project Risks

The Project Steering Committee will meet at the defined intervals documented
in the Charter of the project and will be facilitated by an assigned Project
Manager from within the ET PMO Department.

211 How will decision-making, prioritization, and change requests be
documented and monitored

Project prioritization is evaluated by the management team on a monthly basis.
Each program and project steering committee meet regularly and oversees
scope, schedule and budget within their respective programs and projects and
inform the Business Case owner of any changes needing escalation to the TPG
or CPG for decision-making around resource or funding constraints.

Any changes in funding or scope are documented at the Business Case level,
via Change Request document that is presented to the CPG on a monthly basis
and evaluated by the CPG for approval.

Changes in scope, schedule, or budget are also documented through a ‘Change
Request’ at the project level and reviewed and approved through a formal
workflow process. All Enterprise technology projects in this business case are
managed through the PMO, which follows the Project Management Institute
(PMI) standards. Projects initiate with a ‘Charter’ to begin the planning process.
When planning is complete, a ‘Project Management Plan (PMP)’ is created and
approved as the projects baseline for scope, schedule and budget. At the end
of execution, an ‘Approval to Go Live’ is submitted and approved prior to
implementation (Transfer to Plant). After the technology is in service and out of
the warranty period, the Project Manager will hold a Lessons Learned, and
subsequently submit an ‘Approval to Close’ prior to finishing the project. All
Monitor and Control documentation and Change Requests are documented and
stored to ensure a comprehensive audit trail.

The undersigned acknowledge they have reviewed the Facilities Driven Technology
Improvements business case and agree with the approach it presents. Significant
changes to this will be coordinated with and approved by the undersigned or their
designated representatives.

DocuSigned by:

Signature: | Shawna {q'bg,w,‘ Date: Jul-01-2021 | 8:57 AM PDT

Lok

Print Name: Shawna Kiesbuy
Title: Sr. Manager, Network Engineering
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Signature: James B (order Date: Ju1-05-2021 | 2:16 PM PDT
Print Name: T njilorr:ng;rder
Title: IT Director
Role: Business Case Sponsor
Signature: Date:
Print Name:
Title:
Role: Steering/Advisory Committee Review
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EXECUTIVESUMMARY

Avista’s Outage Management Tool (OMT) is an in-house developed custom application
that supports electric outage analysis, management, and restoration. OMT provides the
functionality to help manage the overall cycle of electric outages and restoration
processes for the Washington and Idaho service territories. OMT works in
synchronization with Avista’s Distribution Management System (DMS), in order to monitor
and control Avista’s electric distribution network efficiently and reliably. The DMS is a
commercial application used to monitor and control the portion of the distribution grid that
is enabled with “smart grid” technology that enables remote monitor and control. It relies
on the GIS data to determine the current operating state of the distribution system.
Because of its reliance on the outdated, custom-built OMT, which result the in the two
systems running out of synch with each other requiring significant amount of time to
support each week. The OMT application and data model have been used for nearly two
decades and are approaching technology obsolescence. The existing operating platform
used by OMT is scheduled for end of life in 2024 and is recommended for replacement in
the Atlas business case.

Replacing Avista's OMT and DMS with a commercial Outage Management System
(OMS) and Advanced Distribution Management System (ADMS) will improve field and
office worker productivity, provide more accurate outage data, and provide the ability to
reengineer work processes and methods to support the continuous improvement of
Avista’s Distribution System Operator program. An OMS/ADMS solution also provides
Avista with the ability to respond to more stringent and detailed regulatory compliance
reporting requirements, enables effective operation of an increasingly complex and
dynamic distribution grid, and deliver more geographically specific Estimated Restoration
Time (ERT) information to electric customers during outages. The improved ERT
accuracy and restoration status for customers will improve customer confidence in the
information which will reduce the number of calls received by our customer service
representatives, as well as call durations.

The estimated project cost is $45.0M over a three-year planned project duration. The
work is scheduled to start in 2022 so that it can be completed while the current operating
platform used by OMT is still supported by the vendor. If the work is not completed on
schedule, there will be significant risks and costs to maintain OMT with the existing
application version.

VERSION HISTORY
Version | Author Description Date Notes
1.0 Mike Littrel Initial draft of business case 04/2017
2.0 Mike Littrel Updated business case format 07/2020
3.0 Mike Littrel Updated program details and budget 07/2021
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GENERAL INFORMATION
Requested Spend Amount $45,000,000
Requested Spend Time Period 3 Years (mid 2022-mid 2025)
Requesting Organization/Department Enterprise Technology
Business Case Owner | Sponsor Mike Littrel | Josh DiLuciano
Sponsor Organization/Department Energy Delivery Technology Projects
Initiation
Category Project
Asset Condition

1.

BUSINESS PROBLEM

1.1 What is the current or potential problem that is being addressed?

Avista’s Outage Management Tool (OMT) has been used for nearly two
decades and is approaching obsolescence. The technology is becoming more
and more difficult to configure to meet the changing business needs and has
exceeded its useful life. The software has already undergone two major
conversions to extend the life to this point. Both changes achieved their goals;
however, the code is now more fragile which has increased the complexity of
supporting OMT. Additionally, the existing system is custom built and requires
continual maintenance and support by internal staff whose skillset is becoming
scarce, as the fundamental code and architecture is complex and outdated.
OMT does not have the full complement functionality required to meet current
and future needs of the Distribution System Operators as they respond to an
increasingly complex and dynamic distribution grid. Outage incident processing
performance can be slow during high-volume outage conditions (storm),
particularly in field division offices, impacting the ability to restore outages
quickly. When a new configuration request is surfaced, the change cannot
always be implemented, as the custom code and architecture will not allow it.
The existing operating platform used by OMT is scheduled forend of life in 2024.
It is important to begin the transition to a next generation Advanced Distribution
Management System while the current platform is still supported and
development staff is still available. Delaying will lead to the need for a costly
upgrade or additional of customer impact caused by decreasing supportability.

Business Case Jusfification Narrative Page 2 of 8

Page 257 of 277



DocuSign Envelope ID: A775AA07-C5F3-45C0-86D3-041576EFC709 Exh. JMK-2

Outage Management System and Advanced Distribution

Management System (OMS/ADMS)

1.2

1.3

Discuss the major drivers of the business case (Customer Requested, Customer
Service Quality & Reliability, Mandatory & Compliance, Performance & Capacity, Asset
Condition, or Failed Plant & Operations) and the benefits to the customer

Avista can gain significant operations and business advantages by replacing
OMT and DMS with an OMS/ADMS. A new OMS/ADMS can address many of
the issues currently faced by Distribution System Operators and field personnel.
Fully integrated with other enterprise systems along with optimized business
processes, the benefits to be realized include improved outage analysis and
restoration capabilities, improved status information to customer facing
systems, and improved system reliability and dependability.

A fully integrated OMS/ADMS provides capabilities that include: (1) a platform
that integrates numerous utility systems to achieve improved operational
awareness and grid management capabilities, (2) expanded real-time
automated outage restoration, and (3) enables real-time optimization of
distribution grid performance.

While improved customer experience is difficult to quantify, it is perhaps the
most important business reason for justifying a new OMS/ADMS. During major
outage event situations, the abilty to communicate timely, accurate and
consistent status of outages and estimated restoration is of paramount
importance. Whether the customer hears directly from the utility, the media or a
public agency, the information about the outage needs to be consistent. An
OMS/ADMS is that vehicle to provide this timely, accurate and consistent
information to customers.

Identify why this work is needed now and what risks there are if not
approved or is deferred

The OMT application and data model have been used for nearly two decades
and is approaching technology obsolescence. Continuing to utilize OMT would
continue to create Operating and Maintenance cost pressure while also creating
risks and lost opportunities. Additionally, any investment in the current system
is a sunk cost, as the system is limited in the functionality it can provide to our
staff as they respond electric customer outages on an increasing complex
distribution system. The current system is highly customized making it very
difficult to integrate with newer enterprise applications. OMT is a cornerstone
to Avista’s ability to manage the overall cycle of the electric outage and
restoration processes for the Washington and Idaho service territories. If it is
not replaced with a modern OMS/ADMS, the ability of Avista to meet current
and future customer, regulatory, and compliance requirements will be at risk.
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1.4 Identify any measures that can be used to determine whether the
investment would successfully deliver on the objectives and address the
need listed above.

1.5

Avista tracks a large number of electric system reliability statistics that can and
will be used to benchmark and measure success of the project. The project
team will work with key stakeholders to determine which reliability statistics
would be directly or indirectly influenced by the increased capabilities and
functionality of an OMS/ADMS and use those to measure the success of the
project.

Supplemental Information

1.5.1

1.5.2

Please reference and summarize any studies that support the problem
Justification for system replacement is based on comprehensive
assessments of technologies, processes and functions that were
performed in 2015 by third-party consultants as part of the project
planning process. The details of the assessments are available in the
following supporting documents:

e Business Case

e Current State Report

o Future State Report
Gap Analysis Report
Industry Analysis Report
Requirements Report
Alternative Analysis Report

For asset replacement, include graphical or narrative representation of metrics
associated with the current condition of the asset that is proposed for
replacement.

Avista Facilities Management (AFM)

Electricand Gas Design
Electricand Gas Edit

Distribution Management
Outage Management Tool System

Engineering Analysis

engine -

*GIS- Geographic Information System

Esri Geographic Information System (GIS) serves as the foundational
data structure on which Avista Facility Management (AFM) applications,
including OMT, are built or rely on. AFM is the system of record for spatial
electric and gas facility data and provides the connectivity model to
support OMT. The following is a brief description of AFM tools.
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e Electric and Gas Edit are tools inherent in the system used for data
edits prior to committing final data changes and additions.

e Outage Management Tool is an in-house developed application that
supports outage analysis and management.

e Engineering Analysis is a commercial tool used for engineering
analysis modeling.

¢ Distribution Management System is a commercial application used to
monitor and control the portion of the distribution grid that is enabled
with “smart grid” technology. It relies on the GIS data from OMT to
determine the current operating state.

The OMT application and data model have been used for nearly two decades and
are approaching technology obsolescence. Continuing to utilize OMT would continue
to create Operating and Maintenance cost pressure while also creating risks and lost
opportunities. Additionally, any investment in the current system is a sunk cost, as
the system is limited in the functionality it can provide to our staff as they respond
electric customer outages on an increasing complex distribution system.

Option Capital Cost Start Complete
Recommended Solution - Replace the custom $45.0M 01/2022 12/2024
OMT application with an OMS/ADMS

Alternative - Continue to utilize the custom OMT $1.0M 01/2022 12/2024
application

2.1 Describe what metrics, data, analysis or information was considered when
preparing this capital request.
Detailed documentation from industry experts as listed in section 1.5 above,
along with project costs from recent comparable projects at other utilities were
used to determine the amount of the capital funds request and duration of the
business case.

2.2 Discuss how the requested capital cost amount will be spent in the current
year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverables that will result from the capital spend?). Include
any known or estimated reductions to O&M as a result of this investment.

The funds in this business case will be utilized to fund the replacement of OMT
with an OMS/ADMS. The project is estimated to have a three-year duration.
Upon completion, the OMS/ADMS will fully replace both the existing Outage
Management Tool and the Distribution Management System. The project is
scheduled to start in mid-2022 and is currently planned for a levelized spend of
$15.0M per year over the three-year duration of the project.
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2.3

24

2.5

2.6

Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.

In addition to the business functions and processes already documented in the
reports referenced in section 1.5, the project will include a stakeholder analysis
to determine the organization change management and training needs. This
analysis will then be used to deliver communication to the stakeholders
throughout the project, develop end user training and determine the ongoing
support structure.

Discuss the alternatives that were considered and any tangible risks and
mitigation strategies for each alternative.

The current OMT has a recent history of performance challenges which may
only be mitigated with considerable investment or replacement. Continuing to
invest in a custom system with no vendor support is not a sustainable long-term
solution. There are network management functionality limitations and
performance related issues with the current data model that are addressed in
new data model and platform which would be utilized by a modern OMS/ADMS.
The support by Esri for the current software solution will be ending in January
2024. Continuing to use OMT beyond that date would becoming increasingly
costly and risky without an investment in an upgrade.

Include a timeline of when this work will be started and completed.
Describe when the investments become used and useful to the customer.
spend, and transfers to plant by year.

The project is scheduled to start in mid-2022 and estimated to have a three-year
duration. Upon completion, the OMS/ADMS will fully replace both the existing
Outage Management Tool and the Distribution Management System. The
investment is planned to be used two phases. First phase is planned to be used
and useful in late 2023 and the second phase in 2024. The project costs related
to each phase would transfer to plant in those years.

Discuss how the proposed investment aligns with strategic vision, goals,
objectives and mission statement of the organization.

Having a modern OMS/ADMS will improve field and office worker productivity,
provide more accurate data, and provide the ability to reengineer work
processes and methods to support the continuous improvement of Avista's
outage management and restoration program. It will also provide Avista with the
ability to respond to more stringent and detailed regulatory compliance reporting
requirements, enable effective operation of an increasingly complex and
dynamic distribution grid, and deliver more accurate Estimated Restoration
Time (ERT) information to electric customers during outages. The improved
ERT accuracy and restoration status for customers will improve customer
confidence in the information which will reduce the number of calls received by
our customer service representatives, as well as call durations.
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2.7

2.8

3.1

Include why the requested amount above is considered a prudent
investment, providing or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated throughout the project

The OMT application and data model have been used for nearly two decades
and are approaching technology obsolescence. Continuing to utilize OMT
would continue to create Operating and Maintenance cost pressure while also
creating risks and lost opportunities. Additionally, any investment in the current
system is a sunk cost, as the system is limited in the functionality it can provide
to our staff as they respond electric customer outages respond electric customer
outages on an increasing complex distribution system. The current system is
highly customized making it very difficult to integrate with newer enterprise
applications. The existing application platform used by the OMT is scheduled
for end of support in 2024. OMT is a cornerstone to Avista’s ability to manage
the overall cycle of the electric outage and restoration processes for the
Washington and Idaho service territories. If it is not replaced with a modern
OMS/ADMS, the ability of Avista to meet current and future customer,
regulatory, and compliance requirements will be at risk.

Supplemental Information

2.8.1 Identify customers and stakeholders that interface with the business case

Customers will interface with the technology in this business case both
through their interactions with Avista personnel who will be using the
technology, and through map-based outage information that they will
have access to through online methods such as the Avista website and
the Avista mobile application.

2.8.2 ldentify anyrelated Business Cases

The work in this business case is related to and dependent on portions of
the work in the Atlas business case.

Steering Committee or Advisory Group Information

This business case will have two levels of governance: The Executive
Technology Steering Committee (ETSC), and Project Steering Committee that
will be formed as part of the project initiation. The committees will review
monthly project status reports, which identify project scope, schedule and
budget, as well as any risks and/or issues that the project team has identified.
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3.2 Provide and discuss the governance processes and people that will
provide oversight

The Steering Committee for the project will be made up of stakeholders from
across the functional business units and Enterprise Technology.

3.3 How will decision-making, prioritization, and change requests be
documented and monitored

Status reports to the steering committees will be used as the official review and
approval process for prioritization and change requests. Risks, issues and
change requests will be documented in project logs and kept as artifacts of each
project within Enterprise Technology’s project management software system.

The undersigned acknowledge they have reviewed the Outage Management
System and Advanced Distribution Management System and agree with the
approach it presents. Significant changes to this will be coordinated with and
approved by the undersigned or their designated representatives.

DocuSigned by:

Signature: Michatl (il Date: Jul-07-2021 | 3:18 PM PDT
Print Name: Mike Littrel
Title: Manager of Energy Delivery
Technology Projects
Role: Business Case Owner
DocuSigned by:
Signature: rdk Dilutians Date: Ju1-08-2021 | 7:32 AM PDT
. . S——A3CT1874FE564D8..
Print Name: Josh DiLuciano
Title: Director of Electric Engineering
Role: Business Case Sponsor
DocuSigned by:
Signature: Hassein NLALL Date: Ju1-07-2021 | 5:45 PM PDT
Print Name: Hosseln ledel
Title: Director of Applications and
Systems Planning
Role: Steering/Advisory Committee Review
Template Version: 05/28/2020
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EXECUTIVE SUMMARY

Avista’s current ldentity and Access Governance (IAG) program is highly manual, time
consuming, cumbersome and prone to human error. This has led to consistent failures of
related controls around access to systems or facilities for individuals who have either
changed roles in the Company or left the Company and should no longer have previous
role access. The external audit scrutiny over the continued failures of these controls has
also increased. The recommended solution will implement an IAG program that includes
a technical solution, as well as revise and improve processes for validating, auditing, and
reporting system privileges for individuals across the Company. The IAG program will
create role-based profiles, define system privileges, automate access management, and
facilitate regular user access review and validation. The initial cost of the solution will
begin at approximately $1.7M, which will include software licenses, integration with
Avista’s Sarbanes-Oxley (SOX) applications, and certification of individuals requiring
access to them. As a program, additional investment over subsequent years will be
required to integrate all Company systems and validate system access and privileges.

This solution will benefit Avista and its customers by adhering to the security principle of
‘least privilege’, whereby individuals are limited access only to information and resources
necessary to perform their current and intended job functions. It also reduces the risk
associated with individuals having broad access to systems or to facilities their roles no
longer require. The timeline associated with initiating the IAG program is critical, as
security threats continue to get more and more sophisticated, such as ransomware
attacks and cybersecurity breaches, which can result in catastrophic consequences, such
as forced system outages, financial losses, ransomware payments, and reactive
investments. In addition, not approving this initiative will also lead to the continued
challenge of staying compliant with evolving compliance requirements related to
controlling identity and access.

VERSION HISTORY

Version | Author Description Date Notes
1.0 Andy Leija Initial draft of original business case 7/6/2021
Business Case Justification Narrative Template Version: 08/04/2020 Page 1 of 8
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GENERAL INFORMATION

Requested Spend Amount $2,738,902

Requested Spend Time Period 5 years

Requesting Organization/Department CO9/Enterprise Security
Business Case Owner | Sponsor Andy Leija | Clay Storey
Sponsor Organization/Department Enterprise Security / Accounting
Phase Initiation

Category Program

Driver Mandatory & Compliance

1. BUSINESS PROBLEM

11

1.2

1.3

What is the current or potential problem that is being addressed?

Avista’s existing Identity and Access Governance (IAG) program is highly
manual, time consuming, cumbersome and prone to human error. This has led
to consistent failures of related controls around access to systems or facilities
for individuals who have either changed roles in the Company or left the
Company and should no longer have previous role access. The external audit
scrutiny over the continued failures of these controls has also increased.

Discuss the major drivers of the business case (Customer Requested, Customer
Service Quality & Reliability, Mandatory & Compliance, Performance & Capacity, Asset

Condition, or Failed Plant & Operations) and the benefits to the customer

Mandatory & Compliance is the main driver behind the IAG program.
Specifically, the IAG program responds to Sarbanes-Oxley (SOX) compliance
requirements, in ensuring that Avista has the internal controls to limit access to
individuals only to information and resources necessary to perform their current
and intended job functions. An additional investment driver includes Customer
Service Quality and Reliability, whereby reducing broad system access benefit
Avista and its customers by adhering to the security principle of ‘least privilege’
and segregation of duties, whereby individuals are limited access only to
information and resources necessary to perform their current and intended job
functions. It reduces the risk associated with individuals having broad access to
systems or to facilities their roles no longer require.

Identify why this work is needed now and what risks there are if not
approved or is deferred

The timeline associated with initiating the IAG program is critical, as security
threats continue to get more and more sophisticated, such as ransomware
attacks and cybersecurity breaches, which can result in catastrophic
consequences, such as forced system outages, financial losses, ransomware
payments, and reactive investments. In addition, not approving this initiative will

Business Case Justification Narrative Template Version: 08/04/2020 Page 2 of 8
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also lead to the continued challenge of staying compliant with evolving
compliance requirements related to controlling identity and access.

1.4 Identify any measures that can be used to determine whether the
investment would successfully deliver on the objectives and address the
need listed above.

Simple measures that can be used to determine the investment successfully
delivered on the desired objectives would include: 1) a review and certification
of Avista’s SOX applications and users; 2) annual validation and reporting in
preparation for external audit requirements; 3) review and certification of
additional applications.

1.5 Supplemental Information

1.5.1 Please reference and summarize any studies that support the problem

Bailey, T, Maruyama, A., and Wallance, D. (2020). The energy-sector threat:
How to address cybersecurity vulnerabilities. McKinsey & Company, Risk
Practice. Page 5. https://www.mckinsey.com/business-functions/risk/our-
insights/the-energy-sector-threat-how-to-address-cybersecurity-vulnerabilities

1.5.2 For asset replacement, include graphical or narrative representation of metrics
associated with the current condition of the asset that is proposed for
replacement.

Not applicable. No asset currently in place to manage role base access control.

2. PROPOSAL AND RECOMMENDED SOLUTION

Automating the existing IAG business process is critical to meeting compliance
requirements and securing the Company’s systems. The solution will require a
centralized tool for provisioning user accounts to Company systems, as well as revise
and introduce new processes for identified efficiencies. This may include pre-
approved role base profiles, automated workflows, email notifications/alerting, and
regular privilege verifications by system owners. This will ensure that user identities
and system access is always current.

The current highly manual IAG business process consists of approximately 2-3 FTE,
lacks a centralized system, is bogged down with approval delays, and cannot scale
to meet compliance requirements or enhanced business practices (e.g. rapid growth
in BYOD or system light apps, cloud computing, etc.) Although it seems that the
solution has a high cost to adopt, the primary implementation costs include 3-year
licensing and the labor associated to certify the Company’s SOX applications and its
users. As systems come online into the centralized solution, the cost will continue to
drop to a point where the investment will only support license renewals and system
enhancements and improvements.

Once the solution is in place with automation of existing IAG business processes.

Option Capital Cost Start Complete
| | | | |

Business Case Justification Narrative Template Version: 08/04/2020 Page 3 of 8
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Not a desirable alternative, as staff will need to
utilize two systems for provisioning user identity and
access.

Recommended — IAG Program (Beginning ASAP) $2.74M 09 2021 12 2025
with Org. Change Management

Alternative #1 — IAG Program (Beg. 2022) without $2.42M 01 2022 12 2026
Org. Change Management

Alternative #2 — IAG Program (Beg. 2022) without $1.37M 01 2022 12 2026
Org. Change Management and ONLY SOX systems

21

2.2

2.3

Describe what metrics, data, analysis or information was considered when
preparing this capital request.

There are various data points that were considered in preparing this capital
investment request. However, the primary drivers for the request is to invest in
a technology solution or platform that reduces the Company’s risk exposure,
strengthens security, improves compliance and audit performance, and delivers
fast and efficient access to all business users. Anticipated operational costs
savings due to automated efficiencies may stay neutral due to new software
license costs.

Discuss how the requested capital cost amount will be spent in the current
year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverables that will result from the capital spend?). Include
any known or estimated reductions to O&M as a result of this investment.

[Offsets to projects will be more strongly scrutinized in general rate cases going forward (ref. WUTC Docket No. U-190531 Policy
Statement), therefore it is critical that these impacts are thought through in order to support rate recovery.]

The capital investment in an IAG program that includes a centralized platform
will have a larger initial investment that includes software license and
implementation costs. Ongoing capital investment will be required to continue
certifying application systems until all the Company’s systems are integrated
with the solution. Depending on funding allocations, this process can take 3, 5,
or more years. In the interim, the provisioning staff will be using two systems to
provision user identity and access management for the Company. Incremental
O&M will also be required based on the type of solution selected (e.g. on-prem
vs. in the cloud).

Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.

The IAG program will affect all business units of the Company that own business
systems, such as Accounting, Finance, Customer Service, Asset Management,
Human Resources, Fleet, Energy Delivery, Energy Resources, Enterprise
Technology, etc.) as employees, contractors, and temporary workers require
access to Avista systems. Therefore, project sponsorship and organizational
change management will be critical so that business unit leaders support the
transition to a centralized solution. Business system owners will be required to

Business Case Justification Narrative Template Version: 08/04/2020 Page 4 of 8
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2.4

2.5

2.6

create role base profiles, review and certify users for each of their systems, and
begin regular reviews and attestations of their user base.

Discuss the alternatives that were considered and any tangible risks and
mitigation strategies for each alternative.

The alternatives are limited to on-prem vs. cloud implementations, as well as
whether organizational change management is included or not. A cloud
assessment is underway and will recommend the best implementation
approach. Based on the results of the cloud assessment and available funding,
management will determine when best to start the initiative. Tangible risks
considered is that without proper sponsorship and change management the
initiative will take longer than anticipated and the provisioning team will be stuck
using two systems and processes.

Include a timeline of when this work will be started and completed.
Describe when the investments become used and useful to the customer.

The initial implementation of an IAG program solution will include all SOX
applications. It is anticipated that this can take 12-18 months, mostly due to
business unit review, profile creations, and user certifications. Following the
SOX applications, all other Company systems will begin their journey onto the
new platform. The solution will become used and useful at the time each system
and its users are certified. This means that full implementation may have
multiple transfer to plant dates as more and more systems come online.

Discuss how the proposed investment aligns with strategic vision, goals,
objectives and mission statement of the organization.

Investment in the Company’s IAG program aligns with Avista’s customer-centric
vision by reducing the Company’s risk exposure, strengthening security,
improving compliance and audit performance, and delivering fast and efficient
access to all business users. Maintaining a culture of compliance and a strong
security allows our employees to focus on delivering value to our customers and
the communities we serve.

Business Case Justification Narrative Template Version: 08/04/2020 Page 5 of 8
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2.7

2.8

Include why the requested amount above is considered a prudent
investment, providing or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated throughout the project.

Transitioning the Company’s |IAG program into a centralized solution reduces
risk, strengthens security, improves compliance and audit performance, and
delivers results efficiently through automation. Doing nothing is not an option,
as audit failures will continue, systems are more complex, security threats are
more sophisticated, and manual processes continue to result in human error.
Transitioning only some applications will result in two systems of record with two
processes that may create confusion, frustration, and lead to fractured results
in provisioning user identity and access, as well as information for auditors.
Although minor process improvements continue to be made, the executive team
has deemed this investment critical to the Company’s approach to managing
identity and access for its systems as part of the Company’s remediation plan
resulting from the Evaluation of User Provisioning Control Deficiencies
Interoffice Memorandum, October 2020.

Supplemental Information

2.8.1 Identify customers and stakeholders that interface with the business case

All Avista employees, contractors, and temporary workers who have access to
a Company’s system via a username and password will be provisioned identity
and access to their respective systems using this solution. However, only the
system owners will be required to create role base profiles, define system
access privileges, and review and validate system users.

2.8.2 ldentify any related Business Cases

This is a new business case based on a compliance need for managing controls
regarding segregation of duty, removal of access when individuals no longer
need access, process efficiency, and reporting requirements. Depending on the
scope of other compliance-driven business cases, it is possible that the IAG
program business case may either interact with or have dependent deliverables
associated with corresponding compliance requirements.

3. MONITOR AND CONTROL

3.1

Steering Committee or Advisory Group Information

The IAG program business case will have two levels of governance: The
Executive Steering Committee and the Program/Project Steering Committee.

Business Case Justification Narrative Template Version: 08/04/2020 Page 6 of 8
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3.2 Provide and discuss the governance processes and people that will
provide oversight

Executive Steering Committee

The IAG business case is a program of related projects and require regular
report out to the Executive Sponsors. The Executive Sponsors consist of Jim
Kensok, Chief Information and Security Officer and Ryan Krasselt, Controller
and Principal Accounting Officer. They will be responsible for providing
guidance to the program/project teams on prioritization of efforts within this
program. The Executive Steering Committee is also accountable for the
financial performance of this program and provide recommendations on actions
needed from the program/project team. The Executive Steering Committee will
have regular meetings to review the progress of the program and to make
decisions on the following topics:

e Program/project prioritization and risk
e Approving business case funding requests
e New work effort initiation and sequencing

The Program will be facilitated and administrated by an assigned Program
Manager within the Enterprise Technology (ET) Project Management Office
(PMO) Department.

Program/Project Steering Committee

Program/Project Steering Committees act as the governing body over each
individual project within the program and will consist of key members in
management positions that are identified as responsible for the successful
completion of the scope of work identified in the Charter document for the
Project. The Project Steering Committee is responsible to provide guidance and
make decisions on key issues that affect the following topics:

Scope
Schedule
Budget
Project Issues
Project Risks

The Program/Project Steering Committee will meet at the defined intervals
documented in the Charter of the project and will be facilitated by an assigned
Project Manager from within the ET PMO Department.

Business Case Justification Narrative Template Version: 08/04/2020 Page 7 of 8
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3.3 How will decision-making, prioritization, and change requests be
documented and monitored

The governance structure under this business case program is responsible for
decision-making, prioritization, and change requests.

All change requests requiring either an increase or decrease of funds is
reviewed at the upcoming Technology Planning Group meeting before it is
submitted to the Capital Planning Group for review, discussion, and
consideration.

4. APPROVAL AND AUTHORIZATION

The undersigned acknowledge they have reviewed the ldentity and Access
Governance Program and agree with the approach it presents. Significant changes
to this will be coordinated with and approved by the undersigned or their designated

representatives.
Signature: Emsmf%,/} Date: Jul1-12-2021 | 12:53 PM PDT
Print Name: Andgf'Lé}ja
Title: Security Delivery Manager
Role: Business Case Owner
Docusigned by:
Signature: (Lay Sto Date: Ju1-12-2021 | 3:34 PM PDT
Print Name: Clay ssmibrey
Title: Director of Security
Role: Business Case Sponsor
Business Case Justification Narrative Template Version: 08/04/2020 Page 8 of 8
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EXECUTIVE SUMMARY

Avista, as a regulated utility, is required to meet many different compliance standards.
These standards continue to evolve to address emerging threats. To achieve and
maintain compliance with compliance standards, an estimated $250,000 annual
investment is necessary. This business case will fund cyber and physical security
improvements to achieve and maintain North American Electric Reliability Corporation
Critical Infrastructure Protection (NERC CIP), Western Electricity Coordinating Council
(WECC), Transportation Security Administration (TSA), Payment Card Industry (PClI),
Federal Energy Regulatory Commission (FERC), and other emerging security
compliance-driven requirements.

Being compliant with industry standards and government agency mandates benefits
customers by reducing the risk of electric and gas service interruptions associated with
cyber or physical attacks. The requested funding amount is intended to achieve and
maintain compliance with the effective dates defined by the governing entity. Not being
compliant and accepting fines is not considered a viable alternative, as it puts Avista’s
cyber and physical security posture at risk and increases costs due to penalties. The
recommended solution is to implement the controls necessary to achieve compliance.

VERSION HISTORY

Version | Author Description Date Notes
Draft Andru Miller Initial draft of original business case 6/29/2020
Updated | Andru Miller Reduction of funds request in 2021 8/28/2020

Changed focus from NERC to all

industry compliance standards 6/30/2021

Updated | Andru Miller

Business Case Justification Narrative Page 1 of 6
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GENERAL INFORMATION

Requested Spend Amount

$1,250,000

Requested Spend Time Period

5 years

Requesting Organization/Department

C09 / Enterprise Security

Business Case Owner | Sponsor

Andy Leija | Clay Storey

Sponsor Organization/Department

Phase Monitor/Control
Category Program
Driver Mandatory & Compliance

BUSINESS PROBLEM

Meeting compliance standards for both cyber and physical security measures is a
requirement for Avista and can result from regulatory and non-regulatory changes,
mandates, and executive orders from various agencies and industry groups. As
security threats become more and more sophisticated, security measures are also
adjusted in response. In addition to protecting gas and electric services, meeting
compliance standards by the specificed timeframe will save Avista money from fines
associated with the violation of a standard.

1.1 What is the current or potential problem that is being addressed?
The Security Compliance business case addresses the following problems:
- Physical security: theft, vandalism, safety, service interruptions, fines

- Cyber security: customer accounts, payment transactions, identity theft,
intellectual property, safety, service interruptions, fines

1.2 Discuss the major drivers of the business case and the benefits to the
customer

Customer Requested, Customer Service Quality & Reliability, Mandatory &
Compliance, Performance & Capacity, Asset Condition, and Failed Plant &
Operations are all the major drivers in the Security Compliance business case.
Each driver has its own security elements necessary to mitigate the risk to
customers and the services they expect.

1.3 Identify why this work is needed now and what risks there are if not
approved or is deferred

Compliance standards for physical and cyber security measures are an absolute
necessity and will be for the foreseeable future. Avista must remain compliant
to ensure service reliability and avoid fines.

Business Case Justification Narrative Page 2 of 6
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1.4

1.5

Identify any measures that can be used to determine whether the
investment would successfully deliver on the objectives and address the
need listed above.

Avista conducts internal audits to evaluate its ability to meeting compliance
standards. These audits, along with utility industry forums, counsels, and
organizations provide Avista with a strong baseline from which to measure its
compliance and thus channel the appropriate level of investment to meet a new
standard.

Supplemental Information

1.5.1 Please reference and summarize any studies that support the problem
- N/A
1.5.2 For asset replacement, include graphical or narrative representation of metrics

associated with the current condition of the asset that is proposed for
replacement.

- N/A

The Security Compliance business case provides funding for cyber and physical
security related projects and supports Avista’s safe and reliable infrastructure
strategy. The projects funded by this business case are driven by security
compliance standards.

Option Capital Cost Start Complete

Address cmpliance standards as they are applicable $1,250,000 01 2022 12 2026
(Recommended)

21

2.2

Describe what metrics, data, analysis or information was considered when
preparing this capital request.

The capital dollar request was derived from the historical annual spend
implementing physical and cyber security measures across the Avista service
territory to reasonably mitigate risks based on input from the programs
governing body. It also takes into account estimates of in-flight projects and a
1% per year increase for inflation for future projects.

Discuss how the requested capital cost amount will be spent in the current
year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverables that will result from the capital spend?). Include
any known or estimated reductions to O&M as a result of this investment.

This business case supports simultaneous projects over multiple years. This
business case expects to continue to deliver physical and cyber tools
contributing to compliance standards. Each project within the business case
evaluates the potential impact to O&M costs and staffing.

[Offsets to projects will be more strongly scrutinized in general rate cases going forward (ref. WUTC Docket No. U-190531 Policy
Statement), therefore it is critical that these impacts are thought through in order to support rate recovery.]

Business Case Justification Narrative Page 3 of 6
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2.3

24

2.5

2.6

2.7

2.8

Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.

Both physical and cyber security systems, processes, and procedures can have
an impact on business functions. As a business case with multiple projects,
Avista’s project management office (PMO) tools and processes will be
leveraged to coordinate and collaborate through standardized change
management any changes to business functions.

Discuss the alternatives that were considered and any tangible risks and
mitigation strategies for each alternative.

No alternative funding strategy is proposed. Compliance requirements will be
identified and corresponding projects will be sequenced to mitigate those risks
based on the approved funding level.

Include a timeline of when this work will be started and completed.
Describe when the investments become used and useful to the customer.
spend, and transfers to plant by year.

Since this business case is comprised of projects running concurrently over
multiple years, each one designates its own completion date and transfer-to-
plant.

Discuss how the proposed investment aligns with strategic vision, goals,
objectives and mission statement of the organization.

This business case is a compilation of discrete projects. The projects funded
by this business case protect Avista’'s people, assets and information and will
ensure compliance with the required standards.

Include why the requested amount above is considered a prudent
investment, providing or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated throughout the project

Security measures to protect critical infrastructure is not only prudent, but
required. Reasonable and appropriate security measures are an expectation
from Avista’s customers. The prudency of the program’s investments will be
evaluated by its governing body every month and adjusted as necessary.

Supplemental Information

Business Case Justification Narrative Page 4 of 6
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3.1

3.2

3.3

2.8.1 Identify customers and stakeholders that interface with the business case

The Security Compliance business case significantly impacts all of Avista’s staff
and its customers. Each project within the business case must carefully consider
stakeholders and effected customers during the chartering process.

2.8.2 Identify any related Business Cases

The Compliance business case may interact with other security business cases
as it invests in new compliance requirements. Other corresponding business
cases may include investments in refresh or upgrades of these assets as part
of their asset lifecycle through resulting from the Asset Condition driver.

Steering Committee or Advisory Group Information

The Reliability Compliance Advisory Committee will provide quarterly
recommendations and guidance based on the required compliance standards.

Provide and discuss the governance processes and people that will
provide oversight

The Reliability Compliance Advisory Committee acts as the guiding body for
compliance related work. This group meets quarterly and is composed of senior
leaders and directors from most of the lines of business. In addition, each project
funded by the Security Compliance business case has project level steering
committees.

How will decision-making, prioritization, and change requests be
documented and monitored

Project Steering Committees act as the governing body over each individual
project within the program and will consist of key members in management
positions that are identified as responsible for the successful completion of the
scope of work identified in the Charter document for the Project. The Project
Steering Committee is responsible to provide guidance and make decisions on
key issues that affect the following topics: scope, schedule, budget, project
issues, and project risks.

The Project Steering Committee will meet at the defined intervals documented
in the Charter of the project, and will be facilitated by an assigned Project
Manager from within the PMO Department.

The undersigned acknowledge they have reviewed the Security Compliance
business case and agree with the approach it presents. Significant changes to this
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will be coordinated with and approved by the undersigned or their designated

representatives.
DocuSigned by: )

Signature: [—_ - w Date: Jul-12-2021 | 12:55 PM PDT
Print Name: Andy Leija
Title: Security Delivery Manager
Role: Business Case Owner

. DocuSigned by:
Signature: | é! Ston Date: Ju1-12-2021 | 3:34 PM PDT

. BTOF95FTI61D4BE.
Print Name: Clay Storey
Title: Director of Security, IT & Security

Management
Role: Business Case Sponsor
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	2.3 Outline any business functions and processes that may be impacted (and how) by the business case for it to be successfully implemented.
	2.4 Discuss the alternatives that were considered and any tangible risks and mitigation strategies for each alternative.

	1. Business problem
	2.5 Include a timeline of when this work will be started and completed. Describe when the investments become used and useful to the customer.   spend, and transfers to plant by year.
	2.6 Discuss how the proposed investment aligns with strategic vision, goals, objectives and mission statement of the organization.
	2.7 Include why the requested amount above is considered a prudent investment, providing or attaching any supporting documentation. In addition, please explain how the investment prudency will be reviewed and re-evaluated throughout the project
	2.8 Supplemental Information

	1. Business problem
	2.8 Supplemental Information
	Identify customers and stakeholders that interface with the business case
	Within the Enterprise and Control Network Infrastructure business case, the discrete projects interface with various internal Avista groups such as ET engineering, the Telecommunications Shop, along with our internal business partners at various offic...
	Steering Committee members include Business Case Sponsors, Directors and Managers within the Enterprise Technology group along with the Business Case Owner.
	The ET Business Case Owner works in conjunction with the Project Management Office (PMO), the assigned Program Manager, and subsequent Project Managers.
	The ET Business Case Owner is accountable and responsible for all Business Case related activities and assignments.
	2.8.1 Identify any related Business Cases

	3.
	3.1 Steering Committee or Advisory Group Information
	Steering Committee members are invaluable to the project and will provide approval on scope, schedule, and budget related changes. Additionally, they will provide approval on issues and risks pertaining to project deliverables outlined in this documen...
	3.2 Provide and discuss the governance processes and people that will provide oversight

	1. Business problem
	3.3 How will decision-making, prioritization, and change requests be documented and monitored

	1. Business problem
	4.
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	1.0     business case REQUEST – 5 Year planning 2021
	1.1 discuss how the above requested amount was calculated including any consideration of historical spending, estimates, confidence levels and escalation rates.

	2.0     Initial business case APPROVAL and authorization
	1. Business problem
	1.1 What is the current or potential problem that is being addressed?
	1.2 Discuss the major drivers of the business case (Customer Requested, Customer Service Quality & Reliability, Mandatory & Compliance, Performance & Capacity, Asset Condition, or Failed Plant & Operations) and the benefits to the customer
	1.3 Identify why this work is needed now and what risks there are if not approved or is deferred

	1. Business problem
	1.4 Identify any measures that can be used to determine whether the investment would successfully deliver on the objectives and address the need listed above.
	1.5 Supplemental Information
	1.5.1 Please reference and summarize any studies that support the problem
	Reference materials that support the needed changes in Network technology are maintained by Technology Domain Architects within each respective technology area.
	1.5.2 For asset replacement, include graphical or narrative representation of metrics associated with the current condition of the asset that is proposed for replacement.
	This business case is aligned with Performance & Capacity; not Asset Management.

	2.
	2.1 Describe what metrics, data, analysis or information was considered when preparing this capital request.

	1. Business problem
	2.2 Discuss how the requested capital cost amount will be spent in the current year (or future years if a multi-year or ongoing initiative). (i.e. what are the expected functions, processes or deliverables that will result from the capital spend?). In...
	2.3 Outline any business functions and processes that may be impacted (and how) by the business case for it to be successfully implemented.
	2.4 Discuss the alternatives that were considered and any tangible risks and mitigation strategies for each alternative.

	1. Business problem
	2.5 Include a timeline of when this work will be started and completed. Describe when the investments become used and useful to the customer.   spend, and transfers to plant by year.
	2.6 Discuss how the proposed investment aligns with strategic vision, goals, objectives and mission statement of the organization.
	2.7 Include why the requested amount above is considered a prudent investment, providing or attaching any supporting documentation. In addition, please explain how the investment prudency will be reviewed and re-evaluated throughout the project

	1. Business problem
	2.8 Supplemental Information
	Identify customers and stakeholders that interface with the business case
	Within the Network Backbone Infrastructure business case, the discrete projects interface with various internal Avista groups such as ET engineering, Substation engineering, GPSS and Generation Plants, the Telecommunications Shop, along with our inter...
	Steering Committee members include Business Case Sponsors, Directors and Managers within the Enterprise Technology group along with the Business Case Owner.
	The ET Business Case Owner works in conjunction with the Project Management Office (PMO), the assigned Program Manager, and subsequent Project Managers.
	The ET Business Case Owner is accountable and responsible for all Business Case related activities and assignments.
	2.8.1 Identify any related Business Cases


	1. Business problem
	2.9 Steering Committee or Advisory Group Information
	Steering Committee members are invaluable to the project and will provide approval on scope, schedule, and budget related changes. Additionally, they will provide approval on issues and risks pertaining to project deliverables outlined in this documen...
	2.10 Provide and discuss the governance processes and people that will provide oversight

	1. Business problem
	2.11 How will decision-making, prioritization, and change requests be documented and monitored
	3.
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	1. Business problem
	1.1 What is the current or potential problem that is being addressed?
	Avista’s Outage Management Tool (OMT) has been used for nearly two decades and is approaching obsolescence.  The technology is becoming more and more difficult to configure to meet the changing business needs and has exceeded its useful life. The soft...
	1.2 Discuss the major drivers of the business case (Customer Requested, Customer Service Quality & Reliability, Mandatory & Compliance, Performance & Capacity, Asset Condition, or Failed Plant & Operations) and the benefits to the customer
	1.2 Discuss the major drivers of the business case (Customer Requested, Customer Service Quality & Reliability, Mandatory & Compliance, Performance & Capacity, Asset Condition, or Failed Plant & Operations) and the benefits to the customer
	1.3 Identify why this work is needed now and what risks there are if not approved or is deferred
	The OMT application and data model have been used for nearly two decades and is approaching technology obsolescence.  Continuing to utilize OMT would continue to create Operating and Maintenance cost pressure while also creating risks and lost opportu...
	1.4 Identify any measures that can be used to determine whether the investment would successfully deliver on the objectives and address the need listed above.
	1.5 Supplemental Information
	1.5.1 Please reference and summarize any studies that support the problem
	1.5.2 For asset replacement, include graphical or narrative representation of metrics associated with the current condition of the asset that is proposed for replacement.

	2.
	2.1 Describe what metrics, data, analysis or information was considered when preparing this capital request.
	2.2 Discuss how the requested capital cost amount will be spent in the current year (or future years if a multi-year or ongoing initiative). (i.e. what are the expected functions, processes or deliverables that will result from the capital spend?). In...
	2.3 Outline any business functions and processes that may be impacted (and how) by the business case for it to be successfully implemented.
	2.4 Discuss the alternatives that were considered and any tangible risks and mitigation strategies for each alternative.
	2.5 Include a timeline of when this work will be started and completed. Describe when the investments become used and useful to the customer.   spend, and transfers to plant by year.
	2.6 Discuss how the proposed investment aligns with strategic vision, goals, objectives and mission statement of the organization.
	2.7 Include why the requested amount above is considered a prudent investment, providing or attaching any supporting documentation. In addition, please explain how the investment prudency will be reviewed and re-evaluated throughout the project
	The OMT application and data model have been used for nearly two decades and are approaching technology obsolescence.  Continuing to utilize OMT would continue to create Operating and Maintenance cost pressure while also creating risks and lost opport...
	2.8 Supplemental Information
	2.8.1 Identify customers and stakeholders that interface with the business case
	Customers will interface with the technology in this business case both through their interactions with Avista personnel who will be using the technology, and through map-based outage information that they will have access to through online methods su...
	2.8.2 Identify any related Business Cases

	3.
	3.1 Steering Committee or Advisory Group Information
	3.2 Provide and discuss the governance processes and people that will provide oversight
	The Steering Committee for the project will be made up of stakeholders from across the functional business units and Enterprise Technology.
	3.3 How will decision-making, prioritization, and change requests be documented and monitored
	Status reports to the steering committees will be used as the official review and approval process for prioritization and change requests.  Risks, issues and change requests will be documented in project logs and kept as artifacts of each project with...
	4.
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