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I. PARTIES
1. This Multiparty Settlement Stipulation is entered into by Avista Corporation (“Avista” or  the “Company”), the Staff of the Washington Utilities and Transportation Commission (“Staff”), Northwest Industrial Gas Users (“NWIGU”), and The Energy Project, jointly referred to herein as the “Stipulating Parties.”  The Industrial Customers of Northwest Utilities (“ICNU”), while a signatory, only joins in those portions of the Stipulation identified below.  The Public Counsel Section of the Washington Office of Attorney General (“Public Counsel”) does not join in.  The Stipulating Parties agree that this Multiparty Settlement Stipulation is in the public interest and should be accepted as a full resolution of all issues in these Dockets.  ICNU agrees to resolve the issues identified below, but opposes the position that this Multiparty Settlement should resolve all issues in these Dockets.  The Stipulating Parties understand this Multiparty Settlement Stipulation is subject to Commission approval.  
II. INTRODUCTION
2.
On March 4, 2008, Avista filed with the Commission certain tariff revisions designed to effect general rate increases for electric service (Docket UE-080416) and natural gas service (Docket UG-080417) in the State of Washington.  Avista requests an increase in electric rates of $36.6 million, or 10.3 percent, and an increase in natural gas rates of $6.6 million or 3.3 percent.  On March 6, 2008, the Commission entered Order 01 suspending the tariff revisions and consolidating Dockets UE-080416 and UG-080417 for hearing and determination pursuant to WAC 480-07-320.  A Prehearing Conference Order (Order 02) issued on April 3, 2008, which, inter alia, established a procedural schedule.  On July 25, 2008, the Company filed supplemental pre-filed direct testimony and exhibits to reflect a revised electric service revenue requirement of $47.4 million; the Company, however, did not otherwise revise its tariff filing to reflect these changes.  Representatives of all parties appeared at the August 20, 2008 Settlement Conference, which was held for the purpose of narrowing the contested issues in this proceeding.  Subsequently, the parties participated in telephonic Settlement Conferences on August 29, 2008, September 4, 2008, September 8, 2008, and September 9, 2008.
3.
The Stipulating Parties have reached a Multiparty Settlement Stipulation on all issues in this proceeding and wish to present their agreement for the Commission’s consideration.  The Stipulating Parties therefore adopt the following Multiparty Settlement Stipulation in the interest of expediting the disposition of this proceeding.
4.
ICNU joins with the following identified portions of the Stipulation:  Power Supply-Related Adjustments (Section III. A. (a.)); Cost of Capital (Section III. A. (m.)); Rate Spread/Rate Design (Section III. B.); Low Income Bill Assistance Funding (Section III. C.); Demand Side Management (DSM) Expenditures (Section III. D.); and Prudency of Energy Efficiency Expenditures (Section III. E.).  ICNU expressly reserves the right to contest other issues that have been resolved among the Stipulating Parties and shall not be foreclosed from raising such additional issues as may be properly within the scope of this proceeding.

III.
AGREEMENT
A.
Revised Revenue Requirement
5.
The Stipulating Parties have agreed to a number of revenue requirement adjustments to both the filed electric and natural gas cases.  These are described in the tables set forth immediately below:


[image: image1.emf]Revenue 

Requirement Rate Base

Amount As Filed 36,617 $            950,944 $   

*

Hydro filtering    (1,597)

0

WNP-3 Contract                                                                                                    

(Use of 5-year average availability) (136) 0

Fuel (Natural Gas)                                                                                                  

(Use of $8.30/Dth and include actual short-term transaction through 

August 25, 2008) 8,486 0

Colstrip                                                                                                                         

(Correct Colstrip fuel price) (877) 0

Noxon Generation Upgrade                                                                                 

(Pro Form 2009 capital upgrade project) 1,557 8,714

*

Adjust return on equity to 10.20%

(4,229) 0

Adjust cost of debt to 6.51%

1,017 0

Relicensing and confidential litigation costs deferred for later recovery, 

with carrying charge (5.0%);  Include amortization of Montana riverbed 

litigation costs with accrued interest

(8,053) (37,044)

Pro form in the capital cost and expenses associated with the major 

generation and transmission project upgrades

60 14,299

Remove customer deposits from Rate Base; include interest as 

operating expense (189) (2,155)

Adjust federal and deferred federal income tax expense 405 0

Adjust incentives to actual (415) 0

Adjust officers' salaries for correction of error (140) 0

Remove union and non-executive 2009 wage increase (1,188) 0

Reduce mercury emissions O&M costs (699) 0

Remove sponsorship costs (109) 0

Flow through impact of Production & Transmission adjustments 

2,174 4,549

Flow through impact of Rate Base adjustments (146) 0

(4,079) (11,637)

32,538 $            939,307 $   

(1)

 Please see Andrews' (EMA-1T) unredacted testimony at Pages 23-24.

[*] Denotes concurrence of ICNU

Adjusted Amounts

 000s of Dollars

Power Supply-Related Adjustments

Cost of Capital

Relicensing/Litigation

(1)

Capital Additions

Restate Debt Interest

Customer Deposits

Federal/Deferred Income Tax Expense

Incentives

SUMMARY TABLE OF ADJUSTMENTS TO ELECTRIC REVENUE REQUIREMENT

Adjustments:

Officers' Salaries

   Total Adjustments

Production Property

Union and Non-Executives' Salaries

Colstrip Generation O&M Expenses

Administrative and General Expenses


Attached as Appendix 1 are the electric and natural gas Summary of Revenue Requirement Adjustments schedules showing adjusted pro forma results incorporating these agreed-upon adjustments.

a.)
Power Supply-Related Adjustments:
(i)
Hydro filtering –This adjustment removes the power supply expense from the 50-year average for months when the hydro generation was either higher or lower by more than one standard deviation from the average generation for that month.


(ii)
WNP-3 Contract – This adjustment increases the amount of energy purchased under the WNP-3 contract by including 2007 energy purchased in the 5-year average.  Increasing the amount of WNP-3 power purchased lowers power supply expense because the WNP-3 price is lower than market power prices in the AURORA model.


(iii)
Adjust (Natural Gas) Fuel Costs – This adjustment reflects a  pro forma period natural gas price of $8.30/Dth for natural gas-fired generation for the unhedged portion of the 2009 generation.  This adjustment also includes the actual 2009 calendar-year wholesale electric and natural gas transactions entered into through August 25, 2008.



(iv)
Correct Colstrip Fuel Cost Error – This adjustment corrects a mathematical error in the calculation of the Colstrip coal cost.  The correction is designed to properly reflect the 2009 pro forma period fuel price.
(v)
Noxon Generation Upgrade – The Noxon upgrade, scheduled for completion in March of 2009, is designed to increase that unit’s efficiency by 5%, and provide additional capacity of 7.5 MW.  The Company’s original filing included the additional generation expected from the upgrade (2.33 average megawatts of additional energy in an average water year) within the Company’s Dispatch Model for the rate year, but inadvertently excluded the capital investment for this project from its revenue requirement.  The Stipulating Parties agree, for settlement purposes, to include the capital investment and increased generation for ratemaking purposes.
(vi)
Modification to Energy Recovery Mechanism (ERM) – This adjustment incorporates an element of asymmetry in the ERM by giving customers a greater share of the benefits when power expenses are lower than the authorized level.  The adjustment changes the sharing level in the second ERM band ($4 million to $10 million) to 75% customer/25% Company when power supply expenses are lower (rebate direction), while maintaining the 50%/50% sharing in the second band when power supply expenses are higher (surcharge direction).  This adjustment does not affect the pro forma power supply expense.

b.)
Capital Additions:

Capital additions for electric operations shall include capital costs and expenses associated with the major generation and transmission project upgrades.  Capital additions for natural gas operations shall include capital costs and expenses associated with the Jackson Prairie expansion project.  These capital additions include projects completed during 2007, and projects expected to be completed and transferred to plant-in-service by December 31, 2008, in time for new rates to be in effect.  The capital costs have been averaged for their appropriate pro forma period with the associated depreciation expense and property tax, as well as the appropriate accumulated depreciation and deferred income tax rate base offsets.


c.)
Customer Deposits:



Customer deposits shall be removed from rate base, and interest on the customer deposits will be included as an operating expense for electric and natural gas operations.


d.)
Federal/Deferred Income Tax Expense:



The Company’s Schedule M tax computation deduction that was incorrectly included in the Company’s calculation of taxable income in determining federal income tax expense shall be removed.  Also, the proper level of deferred tax expense (DFIT) based on the proper allocation percentage used to calculate allocated DFIT for the test period has been reflected.


e.)
Incentives:



The incentive calculation shall reflect the actual expenses for the test period instead of the six-year average proposed by the Company. 


f.)
Officers’ Salaries:



This adjustment corrects the Company’s pro forma adjustment of officers’ salaries for an error identified by the Company.



g.)
Union and Non-Executives’ Salaries:



The pro formed 2009 wage increase for union and non-executives shall be removed.



h.)
Colstrip Mercury Emission O&M:

This adjustment reduces the pro formed 2009 O&M costs associated with the mercury control abatement project at Colstrip.  The original system expense amount of the mercury control O&M costs was estimated to be approximately $3 million annually or $250,000 monthly, and this process had been anticipated to start in July 2009.  The plan was revised to start this mercury abatement process in November 2009, for a total cost of approximately $465,000 for two months. 


i.)
Administrative and General Expenses:

This adjustment removes non-utility expenses that should have been excluded from utility results within the Company’s test period, in its original filing.  These expenses are related to costs expended by the Company for sponsorship agreements in support of community affairs. 


j.)
Production Property:

This adjustment corrects an erroneous value in the calculation of the production property adjustment contained within the Company’s original filing, representing approximately $2.1 million of this adjustment.  The remaining portion of the adjustment is directly linked to all other adjustments in this Multiparty Settlement Stipulation that affect production and transmission related revenues, expenses, and rate base. 


k.)
Weather Normalization:

The Stipulating Parties agree that the use of a rolling 25-year average of normal heating and cooling degree days in the calculation of the weather adjustment is for settlement purposes only, and shall not be deemed as precedent for any other proceeding. 


l.)
Natural Gas Inventory:

The pro formed Jackson Prairie working gas inventory (AMA balance for 2009 pro forma period) shall be included in rate base.
m.)
Cost of Capital:


The Stipulating Parties agree to a 10.2% return on equity, and adopt the capital structure as filed by the Company.  The cost of debt has been adjusted from 6.38% to 6.51% to reflect actual cost of debt through July 2008 with pro forma adjustments to update the debt cost through December 31, 2008.
	 
	Agreed-upon
	 
	 
	 
	 
	 
	 

	 
	Cost of Capital
	Percent of
	 
	 
	 
	 
	 

	 
	 
	 
	Total Capital
	 
	Cost
	 
	Component
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	Total Debt
	 
	53.70%
	 
	6.51%
	 
	3.50%
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	Common Equity
	46.30%
	 
	10.20%
	 
	4.72%
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	TOTAL   
	 
	100.00%
	 
	 
	 
	8.22%
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 


n.)
Accounting Treatment for Certain Costs:



(i.)
Spokane River Relicensing – The Company included in its filing the processing costs associated with its Spokane River relicensing efforts, which expenditures included actual life-to-date costs from April 2001 through December 31, 2007, and 2008 pro forma expenditures through December 31, 2008.  (See Andrews’ Direct Testimony at page 23.)  Although the Company anticipates receiving a final license from the Federal Energy Regulatory Commission (“FERC”) in the near future, that has yet to occur.  The relicensing costs will remain in CWIP (Construction Work in Progress), and the Company will continue to accrue AFUDC until issuance of the license, at which time the relicensing costs will be transferred to plant in service and depreciation will begin to be recorded.  The Stipulating Parties have agreed that the costs were prudently incurred and have agreed, that once the Company receives the license, to defer as a regulatory asset (in Account 182.3 – Other Regulatory Assets) Washington’s share of the depreciation/amortization associated with the aforementioned relicensing costs and related protection, mitigation, or enhancement expenditures, together with a carrying charge on the deferral, as well as a carrying charge on the amount of relicensing costs not yet included in rate base.  The annual carrying charge for deferrals and rate base not yet included in establishing rates shall be 5.0%.  Any costs that exceed the pro formed costs in this case would be addressed in a separate filing.



(ii.)
Confidential Litigation – Company witness Andrews describes the confidential litigation at pages 23 and 24 of her pre-filed direct testimony (unredacted).  Although the matter is still pending and has yet to be finally resolved, it is expected to reach resolution in the near future.  The Stipulating Parties have agreed that the pro forma costs in this case are prudent and have agreed to defer as a regulatory asset (in Account 182.3 – Other Regulatory Assets) Washington’s share of the depreciation/amortization associated with the aforementioned costs with a carrying charge on the deferral as well as a carrying charge on the amount of costs not yet included in rate base for subsequent recovery in rates.  The annual carrying charge shall be 5.0%.  Any costs that exceed the pro formed costs in this case would be addressed in a separate filing.



(iii.)
Montana Riverbed Litigation – On November 11, 2007, Avista filed an Application with the Commission (Docket No.UE-072131) requesting an accounting order authorizing deferral of settlement lease payments and interest accruals relating to the recent settlement of a lawsuit in the State of Montana over the use of the riverbed related to the Company’s ownership of the Noxon Rapids and Cabinet Gorge hydroelectric projects located on the Clark Fork River.  The Commission, in its Order No. 01, authorized the deferral of settlement lease payments together with interest, at the weighted cost of debt, until the matter was addressed in this general rate filing.  The Stipulating Parties have agreed to the Company’s requested amortization of costs, together with recovery of accrued interest on the Washington share of deferrals at the weighted cost of debt, net of related deferred tax benefit.  
6.
ERM Authorized Level of Expense.  Appendix 2 sets forth the agreed-upon level of power supply expense, retail load and revenue credit resulting from this Stipulation, that will be used in the monthly Energy Recovery Mechanism (“ERM”) calculations.

7.
Decoupling Baseline.  Pursuant to the Commission's order adopting the Avista decoupling pilot, In Re Petition of Avista Corp., Order 04, Docket UG-060518, para. 49, the baseline for the decoupling mechanism has been updated so as to use the test year employed in this rate case proceeding.  (See Settlement Agreement, Docket UG-060518, supra, section III. C. (6.)).  The update of the baseline is reflected in Appendix 3.
B.
Rate Spread/Rate Design:

8.
The Stipulating Parties agree to apply a uniform percentage increase across the electric service schedules for purposes of recovering Avista’s revenue requirement.  Appendix 4 shows the impact on each electric and natural gas service schedule of the spread of the proposed increase.  The residential basic charge for electric and natural gas residential customers would be increased from $5.50 to $5.75 per month.  

 9.
For Extra Large General Service Schedule 25 Rate Design, the Stipulating Parties agree with the following rate design recommendations for Schedule 25:  The Company’s proposed Schedule 25 demand charges should be adopted.  The first and second energy block rates shall be increased by a uniform percentage.  The increase applied to the third energy block rate shall be 2.0 percent less than the percentage increase applied to the first and second block rates as shown on Page 2 of Appendix 4.  This Schedule 25 rate design formula shall apply to the final revenue requirement in this case, regardless of whether it is different from the revenue requirement in Appendix 4.  
10.
For natural gas, the Stipulating Parties agree that the final revenue requirement shall be spread across natural gas service schedules in the same proportion to the Company’s filed rate spread proposal as set forth in column (d), Page 1 of 3, Exhibit (BJH-7).  (See Appendix 4, Page 3)
C.
Low Income Bill Assistance Funding:
11.
The Stipulating Parties agree to adjust the LIRAP portion of the tariff riders (Schedules 91 and 191) to provide an increase in annual funding of $500,000.  With this increase, the annual funding level for electric low income customers will be $2,864,000, and for natural gas customers will be $1,580,000.  Appendix 5 identifies the tariff rider adjustments to schedule 91 and 191 (in ¢/kwh or ¢/therm) to reflect increased levels of funding for LIRAP and DSM (as discussed below).
D.
Demand Side Management (DSM) Expenditures:

12.
The Stipulating Parties agree to increase low income DSM by $350,000 over and above existing funding level of $1,132,000, and to adjust the Tariff Rider Adjustment Schedules (91 and 191) accordingly.  For purposes of program administration, the total funding level of $1,482,000 for low income DSM includes amounts that may be dedicated to energy-related health and safety measures, the expenditures for which shall not exceed fifteen (15%) percent of overall actual low-income DSM expenditures.  The Company and The Energy Project agree to work with participating low income agencies on the development of contract provisions to assure that the combined portfolio of electric and natural gas low-income DSM expenditures remain cost-effective.  The Company will provide the External Energy Efficiency ("Triple-E") board with enhanced reporting on the status of the limited income portfolio on a quarterly basis and as part of the biannual meetings of the board. 
E.
Prudency of Energy Efficiency Expenditures:  
13.
The Stipulating Parties agree that Avista’s expenditures for electric and natural gas efficiency programs for the period January 1, 2007 through December 31, 2007 have been prudently incurred.

F.
Effective Date:

14.
As an integral part of this settlement, the Stipulating Parties have agreed that the new rates shall be implemented on January 1, 2009, and will support a modification of the procedural schedule to accommodate such a date.  ICNU is not in agreement with the proposed effective date for new rates.
IV.
EFFECT OF THE MULTIPARTY SETTLEMENT STIPULATION
15.
Binding on Parties.  The Stipulating Parties agree to support the terms of the Multiparty Settlement Stipulation throughout this proceeding, including any appeal, and recommend that the Commission issue an order adopting the Multiparty Settlement Stipulation contained herein.  The Stipulating Parties understand that this Multiparty Settlement Stipulation is subject to Commission approval. The Stipulating Parties agree that this Multiparty Settlement Stipulation represents a compromise in the positions of the Stipulating Parties.  As such, conduct, statements and documents disclosed in the negotiation of this Multiparty Settlement Stipulation shall not be admissible evidence in this or any other proceeding.
16.
Integrated Terms of Multiparty Settlement.  The Stipulating Parties have negotiated this Multiparty Settlement Stipulation as an integrated document.  Accordingly, the Stipulating Parties recommend that the Commission adopt this Multiparty Settlement Stipulation in its entirety.  Each Stipulating Party has participated in the drafting of this Multiparty Settlement Stipulation, so it should not be construed in favor of, or against, any particular Party. 

17.
Procedure.  The Stipulating Parties shall cooperate in submitting this Multiparty Settlement Stipulation promptly to the Commission for acceptance. The Stipulating Parties shall make available a witness or representative in support of this Multiparty Settlement Stipulation.  The Stipulating Parties agree to cooperate, in good faith, in the development of such other information as may be necessary to support and explain the basis of this Multiparty Settlement Stipulation and to supplement the record accordingly.


The Stipulating Parties agree to stipulate into evidence the prefiled direct testimony and exhibits of the Company as they relate to the stipulated issues, together with such evidence in support of the Stipulation as may be offered at the time of the hearing on the Multiparty Settlement. If the Commission rejects all or any material portion of this Multiparty Settlement Stipulation, or adds additional material conditions, each Stipulating Party reserves the right, upon written notice to the Commission and all parties to this proceeding within seven (7) days of the date of the Commission’s Order, to withdraw from the Multiparty Settlement Stipulation.  If any Stipulating Party exercises its right of withdrawal, this Multiparty Settlement Stipulation shall be void and of no effect, and the Stipulating Parties will support a joint motion for an expedited procedural schedule to address the issues that would otherwise have been settled herein. 

18.
Advance Review of News Releases.  All Stipulating Parties agree:

(i.) to provide all other Stipulating Parties the right to review in advance of publication any and all announcements or news releases that any other Stipulating Party intends to make about the Multiparty Settlement Stipulation.  This right of advance review includes a reasonable opportunity for a Stipulating Party to request changes to the text of such announcements.  However, no Stipulating Party is required to make any change requested by another Stipulating Party; and 

(ii.) to include in any news release or announcement a statement that Staff’s recommendation to approve the settlement is not binding on the Commission itself.  This subsection does not apply to any news release or announcement that otherwise makes no reference to Staff.
19.
No Precedent.  The Stipulating Parties enter into this Multiparty Settlement Stipulation to avoid further expense, uncertainty, and delay.  By executing this Multiparty Settlement Stipulation, no Stipulating Party shall be deemed to have accepted or consented to the facts, principles, methods or theories employed in arriving at the Multiparty Settlement Stipulation, and, except to the extent expressly set forth in the Multiparty Settlement Stipulation, no Stipulating Party shall be deemed to have agreed that such a Multiparty Settlement Stipulation is appropriate for resolving any issues in any other proceeding.

20.
Public Interest.  The Stipulating Parties agree that this Multiparty Settlement Stipulation is in the public interest. 

21.
Execution.  This Multiparty Settlement Stipulation may be executed by the Stipulating Parties in several counterparts and as executed shall constitute one Multiparty Settlement Stipulation.
Entered into this ______day of September, 2008
Company:


By: ________________________________
David J. Meyer

VP, Chief Counsel for Regulatory and Governmental Affairs
Staff:



By: ________________________________
Gregory J. Trautman

Assistant Attorney General


NWIGU:


By: ________________________________
Chad M. Stokes
Cable Huston Benedict
Haagensen & Lloyd LLP

ICNU:



By: ________________________________

S. Bradley Van Cleve

Davison Van Cleve, P.C.

The Energy Project:

By: ________________________________

Ronald Roseman

Attorney at Law
 MULTIPARTY SETTLEMENT STIPULATION – 1

_1282716815.xls
Electric

				SUMMARY TABLE OF ADJUSTMENTS TO ELECTRIC REVENUE REQUIREMENT

				000s of Dollars

								Revenue Requirement		Rate Base

				Amount As Filed				$   36,617		$   950,944

				Adjustments:

		*		Power Supply-Related Adjustments

						Hydro filtering		(1,597)		0

						WNP-3 Contract                                                                                                    (Use of 5-year average availability)		(136)		0

						Fuel (Natural Gas)                                                                                                  (Use of $8.30/Dth and include actual short-term transaction through August 25, 2008)		8,486		0

						Colstrip                                                                                                                         (Correct Colstrip fuel price)		(877)		0

						Noxon Generation Upgrade                                                                                 (Pro Form 2009 capital upgrade project)		1,557		8,714

		*		Cost of Capital

						Adjust return on equity to 10.20%		(4,229)		0

						Adjust cost of debt to 6.51%		1,017		0

						Relicensing and confidential litigation costs deferred for later recovery, with carrying charge (5.0%);  Include amortization of Montana riverbed litigation costs with accrued interest		(8,053)		(37,044)

				Capital Additions

						Pro form in the capital cost and expenses associated with the major generation and transmission project upgrades		60		14,299

				Customer Deposits

						Remove customer deposits from Rate Base; include interest as operating expense		(189)		(2,155)

				Federal/Deferred Income Tax Expense

						Adjust federal and deferred federal income tax expense		405		0

				Incentives

						Adjust incentives to actual		(415)		0

				Officers' Salaries

						Adjust officers' salaries for correction of error		(140)		0

				Union and Non-Executives' Salaries

						Remove union and non-executive 2009 wage increase		(1,188)		0

				Colstrip Generation O&M Expenses

						Reduce mercury emissions O&M costs		(699)		0

				Administrative and General Expenses

						Remove sponsorship costs		(109)		0

				Production Property

						Flow through impact of Production & Transmission adjustments		2,174		4,549

				Restate Debt Interest

						Flow through impact of Rate Base adjustments		(146)		0

				Total Adjustments				(4,079)		(11,637)

				Adjusted Amounts				$   32,538		$   939,307





Natural Gas

		SUMMARY TABLE OF ADJUSTMENTS TO NATURAL GAS REVENUE REQUIREMENT

		000s of Dollars

						Revenue Requirement		Rate Base

		Amount As Filed				$   6,587		$   172,957

		Adjustments:

		Cost of Capital

				Adjust return on equity to 10.20%		(778)		0

				Adjust cost of debt to 6.51%		194		0

		Natural Gas Inventory

				Natural gas inventory included in Rate Base as originally filed		0		0

		Capital Additions

				Remove pro forma capital additions		(666)		(2,506)

		Customer Deposits

				Remove customer deposits from Rate Base; include interest as operating expense		(109)		(1,248)

		Federal Income Tax Expense

				Remove tax deduction		48		0

		Incentives

				Adjust incentives to actual		(109)		0

		Officers' Salaries

				Adjust officers' salaries for correction of error		(37)		0

		Union and Non-Executives' Salaries

				Remove union and non-executive 2009 wage increase		(320)		0

		Restate Debt Interest

				Flow through impact of Rate Base adjustments		(42)		0

		Total Adjustments				(1,819)		(3,754)

		Adjusted Amounts				$   4,768		$   169,203
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Electric

		SUMMARY TABLE OF ADJUSTMENTS TO ELECTRIC REVENUE REQUIREMENT

		000s of Dollars

						Revenue Requirement		Rate Base

						$   36,617		$   950,944

		Adjustments:

		Power Supply-Related Adjustments

				Hydro filtering		(1,597)		0

				WNP-3 Contract                                                                                                    (Use of 5-year average availability)		(136)		0

				Fuel (Natural Gas)                                                                                                  (Use of $8.30/Dth and include actual short-term transaction through August 25, 2008)		8,486		0

				Colstrip                                                                                                                         (Correct Colstrip fuel price)		(877)		0

				Noxon Generation Upgrade                                                                                 (Pro Form 2009 capital upgrade project)		1,557		8,714

		Cost of Capital

				Adjust return on equity to 10.20%		(4,229)		0

				Adjust cost of debt to 6.51%		1,017		0

				Relicensing and confidential litigation costs deferred for later recovery, with carrying charge (5.0%);  Include amortization of Montana riverbed litigation costs with accrued interest		(8,053)		(37,044)

		Capital Additions

				Pro form in the capital cost and expenses associated with the major generation and transmission project upgrades		60		14,299

		Customer Deposits

				Remove customer deposits from Rate Base; include interest as operating expense		(189)		(2,155)

		Federal/Deferred Income Tax Expense

				Adjust federal and deferred federal income tax expense		405		0

		Incentives

				Adjust incentives to actual		(415)		0

		Officers' Salaries

				Adjust officers' salaries for correction of error		(140)		0

		Union and Non-Executives' Salaries

				Remove union and non-executive 2009 wage increase		(1,188)		0

		Carbon Financial Instuments

				Add net revenues from sale of CFIs		(852)		0

		Colstrip Generation O&M Expenses

				Reduce mercury emissions O&M costs		(699)		0

		Administrative and General Expenses

				Remove sponsorship costs		(109)		0

		Production Property

				Flow through impact of Production & Transmission adjustments		2,174		4,549

		Restate Debt Interest

				Flow through impact of Rate Base adjustments		(146)		0

		Total Adjustments				(4,931)		(11,637)

		Adjusted Amounts				$   31,686		$   939,307





Natural Gas

		SUMMARY TABLE OF ADJUSTMENTS TO NATURAL GAS REVENUE REQUIREMENT

		000s of Dollars

						Revenue Requirement		Rate Base

		Amount As Filed				$   6,587		$   172,957

		Adjustments:

		Cost of Capital

				Adjust return on equity to 10.20%		(778)		0

				Adjust cost of debt to 6.51%		194		0

		Natural Gas Inventory

				Natural gas inventory included in Rate Base as originally filed		0		0

		Capital Additions

				Remove pro forma capital additions		(666)		(2,506)

		Customer Deposits

				Remove customer deposits from Rate Base; include interest as operating expense		(109)		(1,248)

		Federal Income Tax Expense

				Remove tax deduction		48		0

		Incentives

				Adjust incentives to actual		(109)		0

		Officers' Salaries

				Adjust officers' salaries for correction of error		(37)		0

		Union and Non-Executives' Salaries

				Remove union and non-executive 2009 wage increase		(320)		0

		Restate Debt Interest

				Flow through impact of Rate Base adjustments		(42)		0

		Total Adjustments				(1,819)		(3,754)

		Adjusted Amounts				$   4,768		$   169,203






