Agenda Date: October 9, 2025
Item Numbers: Al and A2

Dockets: UE-250576 and UG-250577

Company Name: Avista Corporation d/b/a Avista Utilities
Staff: David Panco, Regulatory Analyst
Recommendation

Issue an Order granting the Petition of Avista Corporation for an Order Authorizing Deferred
Accounting and Ratemaking Treatment of Costs Associated with Investment in an Enterprise
Resource Platform subject to the following conditions:

1)  This project will be excluded from any portfolio-based capital reviews and be
reviewed separately as an independent major project,

2)  Any carrying charges that accrue will be at actual after-tax cost of debt adjusted
semi-annually,

3) Denial of deferral of depreciation expense associated with the Enterprise Resource
Platform, but allowance of project related operating expenses on the system to be
deferred until the project is placed into service without a carrying charge.

Background

On July 1, 2025, Avista Corporation d/b/a Avista Utilities (Avista or Company) submitted a
Petition for an Order Authorizing Deferred Accounting and Ratemaking Treatment of Costs
Associated with Investment in an Enterprise Resource Platform (Petition) to the Washington
Utilities and Transportation Commission (Commission). The Petition proposes accounting
treatment and rate making conventions related to the multi-year implementation of a cloud-based
Enterprise Resource Platform (ERP).

This filing was made pursuant to WAC 480-07-370. It was referenced as being upcoming but not
yet sufficiently developed to propose provisionally in its last general rate case.! The Petition
includes, as Attachment A, Avista’s fully developed ERP Business Case (Business Case) dated
June 2025.2

The Petition proposes:

1)  Deferral of the undepreciated netbook value of existing enterprise technology at time of
ERP transfer-to-plant in early 2028,°

2)  Deferred accounting treatment for expected minimal additional capital expenditures in
applications being replaced at most recently approved Rate of Return (ROR),

1240006/07, WOM-1T, 5:5-13, and fn 1.
2 Petition Attach A.
3 Petition, p. 9 fnl, Washington share undepreciated net book value expected to be ~$18 million.



Dockets UE-250576 and UG-250577
October 9, 2025
Page 2

3)  Adoption of the proposed 15-year depreciable life of certain software assets due to
longer expected life of those assets,

4)  Deferral of depreciation and other project-related expenses on ERP investments
beginning in the month of first transfer to plant at Company’s current authorized ROR
adjusted annually,

5)  Deferral and capitalization of ERP costs in the cloud in a regulatory asset with a
carrying charge of Company’s current authorized ROR adjusted annually.

Discussion

Commission Staff (Staff) met with Avista to discuss the Petition and the Business Case, along
with other interested Washington parties. Staff also sought perspectives from peers in Idaho and
Oregon as parallel petitions were simultaneously filed in those states.

The Business Case includes two bids which each include an +/- 50 percent engineering estimate
of costs.* These bids indicate a systemwide, 5-year Total Cost of Ownership savings of $50
million to $80 million resulting from moving forward with an ERP option.’ This is as opposed to
continuing to utilize a current “best-of-breed” approach using disparate systems performing
different functions on separate software systems.®

The Company plans to move forward with a multi-year development and implementation effort
with the lowest cost cloud-based ERP system bid beginning during the fourth quarter of 2025. It
is not requesting determination of prudence or cost recovery in this filing. It believes that
request, along with proposed recovery of any deferred costs resulting from this Petition, will be
considered in a future general rate case or other Commission proceeding.’

The following table provides anticipated project spending by year.®

Annual Capital Spend (in Millions)
2026 | 2027 | 2028 2029 2030 Total

$22.0 | $28.0 | $31.0 | $11.0 | $11.0 | $103.0

ERP Annual Project
Costs

The ERP system is scheduled to “go live” early in 2028. Absent this Petition, the Company will
not have any possibility of recovering upfront development costs or the undepreciated value of
existing systems. It is also unlikely to be willing to enter into a five-year development and
implementation contract as scheduled during the fourth quarter of 2025 that will require
abandonment of existing legacy systems.

4 Petition Attachment A, p. 7, and fn 5.

3 Petition Attachment A, p. 27, Figure 7.

® Petition Attachment A, p. 11 Figure 4 and Petition Attachment A, p. 13 Figure 5.
7 Petition, para 3.

8 Petition, Table No. 2, para 17.
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Expect Idaho Public Utilities Commission action week of October 6, correcting scribner’s error
in Order No. 36782 of October 1, 2025. That order proposes denial of deferral of depreciation
expense associated with the ERP, but allowance of project related operating expenses on the
ERP system with no carrying charge until the ERP goes into service.” Company has indicated its
willingness to accept this proposal in Idaho, and Staff recommends also adopting this proposal.

Conclusion

Staff recommends the Commission issue an Order granting, subject to conditions, the Petition of
Avista Corporation for an Order Authorizing Deferred Accounting and Ratemaking Treatment of
Costs Associated with Investment in an Enterprise Resource Platform. These conditions, as
outlined above, are in keeping with Commission practices, and allow the Company’s accounting
practices to be kept consistent across jurisdictions.

? See generally, October 1, 2025, Idaho Public Utilities Commission Order No. 36782.
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