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Dear Executive Director Killip:

The Alliance of Western Energy Consumers (“AWEC”) appreciates the opportunity to
submit comments in response to Avista Corporation d/b/a Avista Utilities’ (“Avista” or
“Company”) Petition for Accounting Order Authorizing Deferred Accounting and Ratemaking
Treatment of Costs Associated with Investment in Enterprise Resource Platform (“Petition”),
which has been docketed in UE-250576 and UG-250577. AWEC’s Washington counsel learned
on the morning of October 6, 2025 that Avista is proposing to modify its requested accounting
and regulatory treatment in Washington to mirror regulatory accounting treatment recently
proposed in Idaho. As such, AWEC’s comments are slightly delayed from the Commission’s
requested filing date of three days prior to the Open Meeting to account for the time necessary to
consult with AWEC’s expert witness and revise its comments accordingly. Attachment A to
these comments sets forth Avista’s updated requested accounting treatment to the best of
AWEC’s knowledge.

Background

On July 1, 2025, Avista filed its Petition with the Washington Utilities and Transportation
Commission (“Commission”), requesting that the Commission approve five distinct requests
accounting and/or deferral requests associated with the Company’s investment in an Enterprise
Resource Platform (“ERP”) so that Avista “may begin finalizing arrangements with vendors and
proceeding with implementation for the benefit of customers.”! Avista’s ERP workstream is
intended to replace aging large software systems that the Company asserts have been maintained
beyond their useful life.? To facilitate its decision on how to move forward with software
replacement, including individual replacement of each system or implanting a comprehensive

1 Avista Petition at § 1.
2 Id. at 7.
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ERP system, Avista notes that it evaluated the costs of benefits of each option which led to the
Business Case included as Attachment A to its Petition.® In its Petition, Avista is requesting that
the Commission issue an order authorizing: (1) deferral of the undepreciated net book value of
existing applications and equipment associated with enterprise technology systems/platforms (at
the time of Go Live or transfer-to-plant); (2) deferred accounting treatment for additional capital
expenditures on investments in applications being replaced in order to maintain current systems
during implementation of the ERP; (3) adoption of the proposed 15-year depreciable life of the
ERP; (4) deferral of depreciation and other project related expenses associated with new ERP
investments beginning in the month that the first transfer to plant of the ERP investment occurs
until such investments are included in retail rates in a future general rate case proceeding; and (5)
deferral and capitalization of ERP costs in the cloud in a regulatory asset. Avista also requests
that all deferred amounts earn interest at the Company’s currently authorized Rate of Return
(“ROR?”) set annually based on its most recently approved ROR until such deferred costs are
fully amortized.*

On October 6, 2025, Washington counsel for AWEC learned that Avista’s proposal for
regulatory and accounting treatment in Washington has been updated to be consistent with the
regulatory and accounting treatment recently approved in Idaho for the same enterprise-related
IT costs.> Accordingly, Avista’s current recommendation to the Commission is for the
Commission to: (1) authorize deferral treatment for the existing undepreciated enterprise
software being retired as a result of implementing the ERP system; (2) authorize amortization of
the existing software recorded as a regulatory asset beginning immediately upon retirement
matching the current depreciation schedule, and making the balance and amortization schedule
subject for review and potential modifications in a future rate proceeding; (3) authorize deferral
treatment for the undepreciated balance of additional capital expenditures necessary to continue
operations of existing enterprise systems to be retired with a carrying charge equal to the
authorized ROR; (4) authorize a depreciable life of the ERP system to be equal to the contract
term and if a contract term is not defined, allow for the Company to depreciate over a 15-year
useful life; (5) deny deferral of depreciation expense associated with the ERP, but allow project
related operating expenses on the ERP system to be deferred when the project is placed into
service without a carrying charge; and (6) authorize deferral of the ERP costs in the cloud as a
regulatory asset with amortization to begin immediately, and without a carrying charge until the
Company's next general rate case.®

As is also relevant, Avista filed its 2024 general rate case on January 18, 2024, wherein
Avista sought to increase its Washington rates pursuant to a two-year rate plan with rates
effective for Rate Year 1 in December 2024, and rates effective for Rate Year 2 in December
2025.7 The Commission issued an order approving a two-year multi-year rate plan (“MYRP”)

3 Id. at 99 7-8.
4 Id. at 9 19.
3 The Idaho Public Utilities Commission issued Order No. 36782 on October 1, 2025, approving the

accounting treatment proposed by Avista in its Reply Comments in Case Nos. AVU-E-25-06 and AVU-G-
25-04, available at: https://If-puc.idaho.gov/WebLink/DocView.aspx?dbid=0&id=151811.

6 Attachment A, at 1 (Case No. AVU-E-25-06 and AVU-G-25-04, REPLY COMMENTS OF AVISTA
(Application of Avista Corporation For an Order Authorizing Deferred Accounting and Ratemaking
Treatment of Costs Associated with Investment in an Enterprise Resource Platform) (Sep. 16, 2025).

7 Docket Nos. UE-240006, UG-240007 (consolidated), Order 08 at § 2 (Dec. 20, 2024) (“Order 08”).
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for Avista on December 20, 2024 with rate-effective periods for Rate Years 1 and 2 consistent
with Avista’s proposal.® Avista’s approved revenue requirement for includes, among other
things, cost escalation adjustments for Avista’s Pro Forma Adjustments in RY1 and RY2.”

Comments

It is AWEC’s understanding that Commission approval for accounting treatment of
Avista’s current enterprise software, to be retired, is necessary in order to avoid an immediate
write-off of unrecovered balances due to applicable Generally Accepted Accounting Principles
(“GAAP”) provisions — specifically ASC 980-360-35.!° Avista asserts that when it executes an
agreement for the replacement of existing large software systems with a vendor, this will trigger
removal of the existing assets from plant in service absent approved accounting treatment from
the Commission.!! Absent Commission-approved accounting treatment, Avista asserts that it
must write-off undepreciated investment in the current period.'?

Notably, however, there is a difference between current accounting treatment that may be
necessary to preserve Avista’s ability to seek rate recovery of unrecovered costs in a future
proceeding, and current ratemaking treatment. While Avista is not seeking to change rates as
part of its request in this proceeding, Avista’s customers are nevertheless paying for Avista’s
current enterprise-related systems, including capital costs and Operations and Maintenance
(“O&M”) costs, through current rates approved by the Commission. This remains the case
regardless of the accounting treatment approved or not approved by the Commission as part of
its decision to grant or deny Avista’s Petition. As such, the Commission should consider each of
Avista’s proposals within the context of current ratemaking treatment and in consideration of the
fact that the Company is subject to a MYRP in Washington. With this backdrop, AWEC’s
comments address each of Avista’s updated proposals to the Commission by recommendation
number, as set forth in Attachment A to these comments.

1. Avista Proposal #1: Authorize deferral treatment for the existing undepreciated
enterprise software being retired as a result of implementing the ERP system.

Subject to the provisions of Avista Proposal #2, below, AWEC does not oppose the
Commission issuing an accounting order that allows Avista to create a regulatory asset equal to
the net book value of the current enterprise system to be amortized at the same amount currently
assumed in Washington rates, until Avista’s next general rate case. In Avista’s next general rate
case, Avista and other parties would be free to argue about whether Avista’s continued recovery
of plant no longer used and useful in the provision of service for Washington customers should
continue to be recovered in Washington rates. This treatment avoids the risk of an immediate
write-off for Avista but preserves parties’ and the Commission’s ability to consider whether
continued rate recovery of the legacy system is consistent with the public interest. Because this
accounting treatment does not affect rates, Avista will continue to recover depreciation expense

8 Id. at 9§ 357.

0 See e.g. Order 08 at 9 776-780.
10 Avista’s Petition at 9 20.

n Id. at 9 21.

12 Id.



and its authorized ROR associated with these investments at least until Avista’s next general rate
case.

2. Avista Proposal #2: Authorize amortization of the existing software recorded as a
regulatory asset beginning immediately upon retirement matching the current
depreciation schedule, and making the balance and amortization schedule subject
for review and potential modifications in a future rate proceeding.

As noted in AWEC’s response to Avista Proposal #1, AWEC does not oppose the creation
of a regulatory asset beginning immediately upon retirement matching the current depreciation
schedule for these assets used to set rates in Avista’s current MYRP, with amortization of the
regulatory asset matching the current depreciation schedule. Due to this provision, the balance
of retired plant potentially recoverable would continue to decline consistent with the depreciation
expense that Avista is currently recovering in rates. As noted above, AWEC also supports
making continued cost recovery an issue for Commission determination in Avista’s next general
rate case.

3. Avista Proposal #3: Authorize deferral treatment for the undepreciated balance of
additional capital expenditures necessary to continue operations of existing
enterprise systems to be retired with a carrying charge equal to the authorized
ROR.

AWEC opposes Avista’s proposal for deferral treatment of the undepreciated balance of
additional capital expenditures necessary to continue operations of the existing enterprise system.
AWEC believes this is largely unnecessary, since Avista will have already received regulatory
asset treatment for the unrecovered plant balances in its Proposal #1 and that new capital
additions would have otherwise accrued to that asset. In Washington, Avista is subject to a
MYRP. In setting rates for the MYRP, the Company uses a hybrid test year approach and makes
pro forma adjustments for known and measurable changes. Provisional capital costs are then
subsequently reviewed on a “portfolio” basis, meaning that the Company can substitute in and
out various capital costs as its needs evolve over the MYRP rate period. This means that from a
ratemaking perspective, Avista is already appropriately recovering capital costs between rate
cases, even if those capital costs were not specifically contemplated when setting Avista’s MYRP
rates. To allow Avista to isolate a specific cost stream for separate deferral, given the mechanics
of the MYRP and Avista’s capital review process, is cherry-picking and unreasonably one-sided,
and should be rejected as a matter of policy.

Furthermore, Avista’s proposal to defer additional capital expenditures associated with its
legacy enterprise system is inconsistent with its position in 2024 general rate case. In that case,
AWEC proposed the removal of a portfolio review of capital costs, which Avista staunchly
opposed, arguing that AWEC’s proposal “‘would undermine the multiyear rate plan (MYRP)
legislation, striking at its very core, i.e.,...disruption of the ‘portfolio’ approach to subsequent
‘provisional’ capital review...’”!3 Nevertheless, Avista is asking the Commission to effectively
set aside its portfolio review of capital costs incurred for each year in the MYRP, and allow for

13 Order 08 at 9 344 (internal citations omitted).



specific cost recovery of one specific cost. This is inconsistent in principle with Avista’s
positions taken in its 2024 general rate case thus should be rejected outright on principle.

Finally, AWEC recommends the Commission reject Avista’s proposal to defer a return on
incremental capital additions on the legacy system. Generally capital additions should follow
consistent ratemaking treatment through the capital review process, as outlined above, and
providing Avista with additional rate of return recovery for a single item, beyond what was
contemplated in the MYRP, results in an unfair outcome to ratepayers.

4. Avista Proposal #4: Authorize a depreciable life of the ERP system to be equal to the
contract term and if a contract term is not defined, allow for the Company to
depreciate over a 15-year useful life.

AWEC does not oppose Avista’s Proposal #4.

5. Avista Proposal #5: Deny deferral of depreciation expense associated with the ERP,
but allow project related operating expenses on the ERP system to be deferred when
the project is placed into service without a carrying charge.

AWEC supports Avista’s request that the Commission deny deferral of depreciation
expense associated with the ERP.

AWEC opposes Avista’s request to allow for the deferral of project-related O&M
expenses on the ERP system be deferred, even without a carrying charge. Given the
interrelationship between rate case O&M and this proposal, AWEC recommends the
Commission decline to address this issue in this case and review it further in Avista’s next
general rate case. Consistent with AWEC’s arguments and rationale articulated in response to
Avista Proposal #1 and #2, Avista is subject to a MYRP in Washington. Again, one of the
purposes of a MYRP is to provide stability and predictability to both Avista and its customers.
Allowing a utility to cherry-pick certain costs to defer between rate cases “strikes at the very
core” of the MYRP. Utilities must manage costs between rate cases, which necessarily includes
O&M costs even if associated with new cost centers and new projects. Additionally, Avista’s
MYRP revenue requirement for includes, among other things, cost escalation adjustments for
Avista’s Pro Forma Adjustments in RY 1 and RY2.'* As such, it is also not readily feasible — and
may not be possible — to unwind all of the escalation factors that went into setting Avista’s
current rates to determine what O&M costs may in fact be incremental. Further, the majority of
the operating expenses in question will occur within the rate period for Avista’s expected 2026
MYRP rate case filing. At this time, it is not possible to determine the extent to which such
operating expenses are incremental to what Avista may include in its filing. Evaluating this issue
in the context of Avista’s O&M proposal in its coming rate case will allow the commission to
more holistically evaluate the costs and benefits of this proposal. In order to preserve the public
interest intent of the MYRP, and to ensure that there is no potential double-recovery of O&M
costs given generic escalation factors used to set Avista’s current rates, the Commission should
reject Avista’s proposal to defer ERP-related O&M expenses, even without a carrying charge.

14 See e.g. id. at 9 776-780.



6. Avista Proposal #6: Authorize deferral of the ERP costs in the cloud as a regulatory
asset with amortization to begin immediately, and without a carrying charge until
the Company's next general rate case.

At this time, AWEC opposes Avista’s proposal to defer ERP cloud-related costs as a
regulatory asset with immediate amortization and without carrying charges. These cloud related
costs are future expenses, which can be adequately delt with in a MYRP rate case process.
AWEC is principally concerned with Avista earning a return on these expenses. While there may
be a case for spreading some of these expenses out over time to promote rate stability, it is
AWEC’s understanding that much of the cloud computing costs are recurring, stable ongoing
expenses that are not suitable for regulatory asset recovery. Accordingly, the amortization of
these ongoing expenses will result in a mismatch between costs and benefits because the
payments will be amortized beyond the period in which the cloud computing service associated
with the payment is received. Note that Avista already recovers the carrying cost on prepaid
software expense, and AWEC has identified no reason to provide extraordinary rate treatment for
costs in the cloud. Again, AWEC believes that this proposal is best suited to be addressed in a
rate case, where a more informed decision about the specific costs that Avista is proposing to
include in rates can be made. Alternatively, AWEC has reviewed Public Counsel’s comments
and recommendation that if the Commission is inclined to approve capitalization of cloud-related
costs, it should limit its approval to cloud implementation costs only consistent with Federal
Energy Regulatory Commission and Commission precedent. '

Dated this 7 day of October 2025

Sincerely,

/s/ Sommer J. Moser

Sommer J. Moser, OSB #105260
Pepple Moser, P.C.
503-883-8696
sommer@pepplemoser.com

Of Attorneys for AWEC

15 Public Counsel Response Comments to Avista Corporation d/b/a Avista Ultilities Petition for an Order

Authorizing Deferred Accounting and Ratemaking Treatment of Costs Associated with the Company’s
Investment in an Enterprise Resource Platform, at 3 (Oct. 3, 2025).



