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COMMISSION STAFF’S RESPONSE TO PETITION OF AVISTA CORPORATION FOR INTERIM EXTENSION OF DECOUPLING MECHANISM


I. INTRODUCTION
1 Avista Corporation (“Avista” or “the Company”) has been operating under a three-year pilot decoupling mechanism for natural gas that the Commission originally approved in Docket UG-089518, Order 04 (February 1, 2007).  Under the program, deferred revenue amounts have been recorded from January 2007 through June 2009, for potential later amortized recovery from November 1, 2007, through October 31, 2010.  Avista has now petitioned for two separate items of relief.  First, it requests a permanent extension of the decoupling mechanism.  That request has been consolidated into the Company’s general rate case, at which time the Company bears the burden to convincingly demonstrate that the decoupling mechanism has enhanced its conservation efforts in a cost-effective manner.  That request, however, is not at issue here.

2 Avista’s second request for relief is that the Commission grant an interim extension of the decoupling mechanism, for the purpose of allowing the recording of deferral amounts from June 30, 2009, for approximately another six months, until the Commission ultimately decides whether to extend the mechanism on a permanent basis.  Significantly, if the Commission decides not to extend the mechanism, the Company would reverse any deferrals recorded during the interim period and customers would not be affected.  See Avista’s Petition for a Natural Gas Decoupling Mechanism, ¶ 14, at 7-8.  With this express limitation on the interim relief requested, Staff believes this request is reasonable, and is consistent with the Commission’s objective to ultimately evaluate the mechanism and determine whether it should be extended on a permanent basis, perhaps with one or more modifications.   Staff, therefore, does not object to Avista’s request, for the reasons set forth below.

II. ANALYSIS

A.
The Commission’s prior orders required that Avista not petition for an extension of its decoupling mechanism until April 30, 2009, and that the mechanism be reviewed and evaluated in a general rate case at the conclusion of the pilot period on June 30, 2009.  Given these parameters, Avista’s request for an interim extension to record deferrals of revenue is reasonable.
3 Avista petitioned for an extension of its decoupling mechanism at the earliest time permitted under the Commission’s prior orders.  Docket UG-060518, Order 05, ¶ 54 (April 11, 2008) states that “Avista may not request to extend the term of or modify its decoupling mechanism until April 30, 2009.”  However, the Commission also stated, “We will carefully evaluate the mechanism, and will only consider an extension upon a convincing demonstration that the mechanism has enhanced Avista’s conservation efforts in a cost-effective manner.”  Order 04, supra, ¶ 33.  That review, moreover, must be done in a general rate case.  (“To ensure an adequate review of the program and its accomplishments, we require that the program be reviewed at its conclusion in a general rate case.”).  Id., ¶ 32.

4 With only a two-month window between April 30, 2009, and June 30, 2009, it is readily apparent that a full review of Avista’s request for a permanent extension of its decoupling mechanism could not possibly be accomplished within that time frame, especially since the matter has now been consolidated into the general rate case.  If Avista were now requesting for an extension of both the deferral of revenues and a guarantee of recovery of such revenues under the existing decoupling mechanism past June 30, 2009, pending the Commission’s ultimate determination of whether the Company has met its burden to justify a permanent extension of the mechanism, Staff might object.  However, at this point, the request is only for an interim extension to record additional deferred revenues, accounting entries which can later be reversed if the mechanism is discontinued, with no impact on ratepayers.  This is a reasonable request.
5 Staff makes clear that, by not opposing an interim extension, it does not concede that Avista’s present decoupling mechanism is adequate, and it reserves its rights to oppose it entirely, or to recommend significant or other modifications to the mechanism, in the upcoming general rate case.  Staff further emphasizes, as has the Commission, that the burden to convincingly demonstrate the merits of the decoupling mechanism, as a precondition to a permanent extension, lies with Avista.  But Staff does not believe that the Commission intended that Avista make this “convincing demonstration” prior to June 30, 2009.  Given the dual requirement of a post-April 30, 2009, filing date, and the required review within a general rate case, this task would be virtually impossible to accomplish.  
B.
Avista’s request for an interim extension of its decoupling mechanism is not inconsistent with the Commission’s duty to consider the public interest.
6 The Commission stated that it will evaluate the decoupling mechanism to determine whether it increases utility-sponsored conservation and whether any potential flaws are outweighed by the program’s benefits.  Also, as noted above, the Commission requires a convincing demonstration that the mechanism has enhanced Avista’s conservation efforts in a cost-effective manner.  Order 04, supra, ¶ 33.  Thus, the Commission will determine whether decoupling furthers the interests of conservation and serves the public interest.

7 If the Commission ultimately determines that either the present decoupling mechanism—or perhaps a significantly modified version—serves the public interest in cost-effective conservation, then the Commission may grant a permanent or further extension of the mechanism.  If additional revenue deferrals are recorded beyond June 30, 2009, Staff recognizes that this might result in future recovery of all or a portion of such amounts by Avista—but only if the Commission determines that an approved decoupling mechanism serves the public interest.  This is appropriate, in Staff’s view.  The contrary view would effectively impose a six-month period during which no decoupling mechanism could be in place, even if the Commission ultimately determined that some form of decoupling is appropriate and in the public interest.  Staff does not believe that this was the intent of the Commission’s prior orders.
III.
CONCLUSION
8 Staff does not oppose Avista’s request for an interim extension of the decoupling mechanism because it does not compromise the public interest, it will allow for a complete review of the decoupling mechanism in the pending general rate case, and it does not guarantee Avista any recovery of additional revenues that would harm ratepayers, should the decoupling mechanism ultimately be found inadequate.  Staff believes that Avista’s request is reasonable.
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