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I. PARTIES
1. This Settlement Stipulation is entered into by Avista Corporation (“Avista” or the “Company”), the Staff of Washington Utilities and Transportation Commission (“Staff”), the Public Counsel Section of the Washington Office of Attorney General (“Public Counsel”), Northwest Industrial Gas Users (“NWIGU”), Industrial Customers of Northwest Utilities (“ICNU”), and The Energy Project, jointly referred to herein as the “Parties.”  As such, the Parties represent all parties to this proceeding.  The Parties agree that this Settlement Stipulation is in the public interest and should be accepted as a full resolution of all issues in these dockets.  The Parties understand this Settlement Stipulation is subject to approval of the Washington Utilities and Transportation Commission (the “Commission”).
II. INTRODUCTION
2.
On March 23, 2010, Avista filed with the Commission certain tariff revisions designed to increase general rates for electric service (Docket UE-100467) and natural gas service (Docket UG-100468) in the State of Washington.  Avista requested an increase in electric rates of $55.3 million, or 13.8 percent, and an increase in natural gas rates of $8.5 million, or 5.4 percent.  On April 5, 2010, the Commission entered Order 01 suspending the tariff revisions and consolidating Dockets UE-100467 and UG-100468 for hearing and determination pursuant to WAC 480-07-320.  A Prehearing Conference Order (Order 04) issued on April 5, 2010, established a procedural schedule, among other things.  Representatives of all Parties appeared at an August 4, 2010 Settlement Conference, which was held for the purpose of narrowing the contested issues in this proceeding, followed by subsequent settlement discussions on August 10-11, 2010.  
3.
The Parties have reached a settlement of all issues in this proceeding and wish to present their agreement for the Commission’s consideration.  The Parties therefore adopt the following Settlement Stipulation in the interest of reaching a fair disposition of the issues in this proceeding.
III.
AGREEMENT
A.
Revised Increase and Rate Effective Date

4.
The Parties agree that Avista shall be authorized to implement rate changes designed to increase its annual revenues from Washington electric customers by $29.50 million (or 7.4 percent), and Washington natural gas customers by $4.55 million (or 2.9 percent).  The Parties agree that the rate changes identified herein should be effective with service on and after December 1, 2010.

5.
The Parties have agreed to a number of revenue requirement adjustments to both filed electric and natural gas cases.  These adjustments are summarized in the tables set forth immediately below:
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Total Debt 53.50% 5.93% 3.17%

Common Equity 46.50% 10.20%
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4.74%

Total 100.00% 7.91%
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The Parties reserve the right to argue for a direct reduction in return on 

equity due to natural gas decoupling in a future general rate case.


[image: image2.emf]                                 000s of Dollars Revenue 

Requirement Rate Base

Amount As Filed 55,298 $          1,075,665 $ 

Adjustments:

a) Cost of Capital

Adjust return on equity to 10.2%; common equity to 46.5%; includes a Rate 

of Return of 7.91% 

(7,273) 0

b) Power Supply-Related Adjustments    

i

Lower Gas/Electric Prices 

(14,970) 0

iii

Include short-term contracts through 7/22/2010

3,267 0

iii

Include lower colstrip outage

(880) 0

iv

Include higher Colstrip fuel cost

1,498 0

v

Include lower Stimson rates

(126) 0

vi

Include lower WNP-3 rates

(351) 0

vii

Include higher Wells cost

167 0

viii

Adjust for hydro shape change

(165) 0

ix

Include test year loads

(11,230) 0

c) Production Property Adj

Remove the Pro Forma Production Property Adjustment due to use of 

historical loads used for power supply

18,957 37,643

d) Lancaster

Recover $6.8 million of Lancaster deferral over 5 years

(1,526) (3,149)

e) Capital Additions  

Include the full effect of the 2009 Noxon upgrade and major (7) generation 

projects though April 30, 2010

(7,761) (48,783)

f) Noxon 2010/2011

Remove pro forma property taxes on the 2010/2011 Noxon upgrade projects

(126) 0

g) Executive Labor

Reduce executive labor charged to the Utility

(563) 0

h) Incentives

Remove test period executives' incentives

(309) 0

i) Spokane River / CDA Tribe Settlement Deferrals

Revise the Spokane River and CDA Tribe Settlement deferrals previously 

approved to a 10 year amortization

(661) 214

j) Pro Forma Vegetation Management

Increase vegetation management expense by $1.025 million; Increase the 

Company's Washington annual required spend for vegetation management 

to $4.025 million  (1,073) 0 

k) Information Services

Based on the actual spend to June 30, 2010, and remove pro forma 2011 

costs 

(1,162) 0

l) Colstrip - Mercury Emission

Revise for known changes to Colstrip mercury emission costs (33) 0

m) Employee Pension 

Revise for known changes to pension costs (35) 0

n) Administrative and General Expenses

Reduce administrative and general expenses  (444) 0

o) Working Capital

Reduce proposed working capital adjustment  (701) (5,507)

p) Optional Renewable Power Rate (Buck-a-Block) Program

Remove the effect of the Company's Buck-A-Block (renewable) program 

from base rates  

19 0

q) Restate Debt

Flow through impact of Rate Base adjustments (316) 0

Total Adjustments (25,797) $         (19,582) $     

Adjusted Revenue Requirement 29,501 $          1,056,083 $ 

TABLE 1

SUMMARY TABLE OF ADJUSTMENTS TO ELECTRIC REVENUE REQUIREMENT


Accordingly, the revenue requirement adjustments for the Company’s electric operations show a reduction of $25,797,000 to the Company’s filed-for revenue requirement increase.  The revenue requirement adjustments for the Company’s natural gas operations show a reduction of $3,935,000 to the Company’s filed-for revenue requirement increase.  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.  These adjustments are 
described in further detail below.  The letter references correspond to the line items in the table of adjustments for both electric (Table 1) and natural gas (Table 2) above. 

a.)
Cost of Capital:


The Parties agree to a 10.2 percent return on equity, with a 46.5 percent common equity ratio, and adopt the capital structure and resulting rate of return as set forth below:
[image: image3.emf]                                 000s of Dollars Revenue 

Requirement Rate Base

Amount As Filed 8,489 $            199,233 $    

Adjustments:

a) Cost of Capital

Adjust return on equity to 10.2%; common equity to 46.5%; includes a 

Rate of Return of 7.91% 

(1,346) 0

e) Capital Additions  

Eliminate natural gas capital additions

(231) (1,525)

g) Executive Labor

Reduce executive labor charged to the Utility

(63) 0

h) Incentives

Remove test period executive incentives

(87) 0

k) Information Services

Based on the actual spend to June 30, 2010, and remove pro forma 

2011 costs 

(324) 0

m) Employee Pension 

Revise for known changes to pension costs (8) 0

n) Administrative and General Expenses

Reduce administrative and general expenses  (235) 0

o) Working Capital

Remove the natural gas working capital adjustment (516) (4,053)

p) Optional Renewable Power Rate (Buck-a-Block) Program

Remove the effect of the Company's Renewable (Buck-a-Block) 

program from base rates  

(8) 0

q) Restate Debt

Flow through impact of Rate Base adjustments 131 0

r) Jackson Prairie 

Use revised plant and cushion gas accounting in base rates; defer 

revenue requirement of additional actual 2011 working gas inventory 

balance to be recovered through PGA

(1,248) (8,692)

Total Adjustments (3,935) $           (14,270) $     

Adjusted Revenue Requirement 4,554 $            184,963 $    

TABLE 2

SUMMARY TABLE OF ADJUSTMENTS TO NATURAL GAS REVENUE REQUIREMENT



b.)
Power Supply-Related Adjustments:
(i)
Natural Gas/Electric Prices – This adjustment reduces the annual average natural gas price, as included in the Company’s direct filing, from $6.38/dth to $5.13/dth.  This price is based on a 3-month average through July 21, 2010 of 2011 forward prices.  The average Mid C flat electric price correspondingly dropped from $49.73/MWh to $41.32/MWh. 
(ii)
Short-Term Contracts – This adjustment includes all 2011 wholesale electric and natural gas short-term transactions entered into through July 22, 2010.
(iii)
Colstrip Outage – The Parties agree to decrease the forced outage rate at Colstrip Units 3 and 4 from 9.36 percent to 6.71 percent. 
(iv)
Colstrip Fuel Cost – This adjustment reflects an increase in the 2011 Colstrip coal cost from $19.72/ton to $21.92/ton based on updated information from Western Energy Company (Colstrip coal provider).


(v)
Stimson Rates – This adjustment reflects a lower purchase price for the Stimson purchase for October 2011 through December 2011 from $84.28/MWh to $65.15/MWh to reflect new Idaho avoided costs.




(vi)
WNP-3 Contract Adjustment – The Parties agree to lower the WNP-3 purchase price to reflect no increase in the midpoint rate from the 2009-10 contract year to the 2011 pro forma period.



(vii)
Wells Cost – This adjustment increases the Wells purchase cost based on the updated information provided by Douglas County PUD on April 30, 2010. 



(viii)
Hydro Shape Change – This adjustment reflects changes in the heavy-load/light-load hour hydro production splits to be within 2 percent each month of the actual five-year average.


(ix)
Test Year Loads – This adjustment reflects the decrease in load for the use of weather- adjusted 2009 test-year load from a forecasted 2011 pro forma load.  System load decreased by 48.3 aMW.



c.)
Production Property Adjustment:



The production property adjustment was removed from the revenue requirement due to the use of historical loads for determining power supply costs, as described above.


d.)
Lancaster:



Avista will recover $6.8 million of the 2010 Lancaster deferral, amortized over a five-year period.  (See discussion, below, in Section III.B.)


e.)
Capital Additions:



Capital additions for electric operations shall include capital costs and expenses associated with certain major generation project upgrades.  This adjustment includes the full effect of the Noxon Unit No. 1 generation upgrade project included in the settlement approved in Dockets UE-090134 and UG-090135 and completed during 2009, and certain major projects expected to be completed and transferred to plant-in-service by November 30, 2010, 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, as well as the appropriate accumulated depreciation and deferred income tax rate base offsets.  Pro formed capital additions for natural gas operations were removed.



f.)
2010 and 2011 Noxon Generation Upgrades:



The Noxon Unit No. 3 generation upgrade completed in May 2010 (designed to increase that unit’s efficiency by 4.15 percent and provide additional capacity of 7.5 MW) and the Noxon Unit No. 2 generation upgrade scheduled for completion in March of 2011 (designed to increase that unit’s efficiency by 2.42 percent and provide additional capacity of 7.5 MW) were included.  The capital costs have been averaged for their appropriate pro forma period with the associated depreciation expense, as well as the appropriate accumulated depreciation and deferred income tax rate base offsets.  Pro forma property taxes have been excluded from this adjustment.


g.)
Executive Labor:



This adjustment consists of three individual components: (1) it reduces the amount of executive salaries and benefits  charged to the utility and allocates a greater portion of both to subsidiary/non-utility operations; (2) it reduces executive base salaries so that executive salary costs included in rates reflect increases in closer proportion to those for non-executive employee salaries; and, (3) it removes costs of executive supplemental deferred compensation and long-term disability benefits, which are available only to executive employees.


h.)
Incentives:



The incentives for executives were removed from the revenue requirement.  The Company will review its non-executive incentive compensation programs and provide testimony in its next general rate case: (1) identifying, explaining, and to the extent possible, quantifying the programs’ benefit(s) to ratepayers; and, (2) explaining how the programs comply with the Commission’s Final Orders in previous Avista general rate cases, specifically Dockets UE-991606
 and UE-090134
.

i.)
Coeur d’Alene (CDA) Tribe Settlement and Spokane River Relicensing (SRR) Deferrals:
The Parties agree to a ten-year amortization of the remaining balances beginning December 1, 2010 of the CDA Settlement Deferral, the CDA/SRR - CDR (Coeur d’Alene Reservation Trust Restoration Fund) deferral, the Spokane River Deferral, and the Spokane River PM&E Deferral.


j.)
Vegetation Management Expenses:



This adjustment reflects an increase to the electric vegetation management costs.  The Company is currently required, by Commission Order in Docket UE-050482, to spend approximately $2.8 million per year for electric vegetation management (includes electric distribution and transmission expenses).  Avista reports this to the Commission annually within the Company’s Commission Basis Report, and maintains a one-way balancing account to track any funds under-spent (below the $2.8 million).  In the event there are unspent funds for vegetation management in any given year, those unspent funds will be accounted for and spent in the subsequent year or credited back to customers.  This adjustment increases the electric expense $1.025 million above the test period amount of $3.0 million, and increases the required annual spend level from the current $2.8 million to $4.025 million.


k.)
Information Services Expenses:



This adjustment reflects an increase in ongoing information service requirements based on actual expenditures through June 30, 2010.


l.)
Colstrip Mercury Emissions Expenses:



This adjustment reflects the revised amount for the Company’s mercury abatement expenses required for its Colstrip Units #3 and #4 production plant.


m.)
Employee Pension:



This adjustment reflects the decrease in employee pension related expenses based on updated information received by the Company.

n.)
Administrative and General Expenses:  

This adjustment removes all or a portion of various administrative and general costs, including certain dues, 50 percent of Board of Director fees and expenses (as ordered in Docket UE-090134/UG-090135), certain advertising costs, and certain non-recurring expenses.  The costs addressed by this adjustment include and/or are related to:
i. Board of Directors’ fees

ii. Board of Director meeting costs 

iii. Other Director Costs (gifts, non-meeting travel, professional portraits)

iv. Employee retirement party

v. Employee entertainment/sporting event

vi. Executive charity-related travel

vii. Reimbursement of executive relocation expenses

viii. Charitable donations

ix. Dues and fees to civic organizations (Rotaries, Chambers of Commerce, etc.)

x. Corporate aircraft travel (non-cost-effective or non-utility flights)

xi. Promotional/image advertising

xii. Employee gifts

xiii. Customer give-away items and gifts

xiv. Corporate logo apparel and items

xv. Various other costs improperly charged to utility accounts as identified by non-company parties through discovery in this proceeding.
The Company, for its part, has agreed to remove all or a portion of the expenses related to the above items, for settlement purposes only, and as part of an overall adjustment for administrative and general expenses, including the removal of all expenses that are prohibited by law.  The Company reserves the right to address the appropriateness of expenses set forth above in any future proceeding, except where recovery is prohibited by law.


o.)
Working Capital:



This adjustment reduces the Company’s proposed electric working capital pro forma adjustment, and removes the natural gas working capital adjustment proposed by the Company.


p.)
Optional Renewable Power Rate (Buck-a-Block) Program:



This adjustment removes the effect of the Company’s Optional Renewable Power Rate Program, also referred to as “Buck-A-Block,” from base rates.  See additional details regarding agreed-upon measures included in Paragraph 21 below.  Going forward, the Company will maintain separate accounts for all Buck-a-Block program costs and revenues to ensure compliance with WAC 19.29A.090(5) (specifying that “[a]ll costs…associated with any option . . . must be allocated to the customers who voluntarily choose that option and may not be shifted to any customers who have not chosen such option”).
q.)
Restate Debt Interest:

Reflects the income tax effect of the change in interest expense related to all other adjustments in the Stipulation that affect rate base.  This adjustment restates debt interest using the agreed-upon pro forma weighted average cost of debt of 3.17 percent.
r.)
Jackson Prairie (JP) Storage:
The Parties agree to the revised accounting treatment proposed by the Company for its existing cushion gas using the net book value of the utility assets at February 2010 to record the transfer of the cushion gas from non-recoverable (FERC Account No. 352.3), which is a depreciable asset, to recoverable (FERC Account No. 117.1), which is a non-depreciable asset.  The JP assets that will be added on May 1, 2011 will include plant assets as well as cushion gas that will be recorded in both recoverable and non-recoverable FERC accounts using a similar allocation method.

The pro formed Jackson Prairie working gas inventory for the additional storage effective May 1, 2011, and associated additional operations and maintenance costs, were removed from the revenue requirement and rate base.  The revenue requirement associated with Avista’s rate of return applied to the actual balance of the additional JP working gas inventory applicable to Washington gas operations shall be calculated as a deferred cost beginning May 1, 2011 to be recovered in the Company’s future PGA filings starting with Avista’s fall 2011 PGA filing, until recovered in base rates in a subsequent general rate case.  In addition, the additional operations and maintenance costs shall be recorded in the Company's PGA deferrals for later recovery in rates until those costs are included in base retail rates.
6.
ERM Authorized Level of Expense.  Appendix 2 sets forth the agreed-upon level of power supply expense, retail load and retail revenue credit resulting from this Stipulation, that will be used in the monthly Energy Recovery Mechanism (“ERM”) calculations.

7.
Decoupling Baseline and Application.  Pursuant to the Commission’s order initially adopting the Avista decoupling pilot, In Re Petition of Avista Corp., Order 04, Docket UG-060518, paragraph 49, the baseline for the decoupling mechanism has been updated so as to use the test year employed in this rate case proceeding.  The update of the baseline is reflected in Appendix 3.  In addition, the Company will address in its next general rate case “whether the program should recover DSM-related lost margin from all rate schedules,”
 an issue which the Parties agree is not resolved at this time.
B.
Recovery of Lancaster in Rates

8.
In its Order 10, in Docket UE-090134, the Commission allowed Avista to defer costs incurred by Avista associated with its purchase of power from the Lancaster Generating Facility
 until such time as the prudence of such costs and compliance with certain other requirements could be addressed in a subsequent general rate case – i.e., in this Docket ( UE-100467).  The Parties have agreed that the costs of Lancaster for 2011 and going forward are reasonable and should be reflected in rates.  For settlement purposes, Avista agrees to recover only $6.8 million of the amounts deferred in 2010, which would be recoverable in rates over a five (5) year amortization period, with a rate of return on the unamortized balance.  Avista agrees to waive recovery of all other Lancaster-related deferred amounts for 2010.
  As part of the settlement related to the 2010 Lancaster deferrals, the Parties agree that there will be no deferrals under the ERM for 2010 in either the rebate or surcharge direction.
  Avista will take the risk on any changes in ERM-related power supply costs for 2010.
  The Company will continue to file Monthly Power Cost Deferral Reports, per Docket UE-011595, which will specifically account for the deferral for Lancaster-related contracts until that deferral is no longer in place.
9.
The Parties agree that the Lancaster PPA complies with the Greenhouse Gases Emissions Performance Standard (EPS) established in RCW 80.80. 

C.
Rate Spread/Rate Design
10.  
Electric Rate Spread/Rate Design:
a) Electric Cost of Service/Rate Spread – The Parties agree to use a pro-rata allocation of the Company’s electric rate spread percentages from its original filing for purposes of spreading the revised revenue requirement, as shown on Page 1 of Appendix 4.

b) Electric Rate Design –
(i.) The Residential Basic Charge would remain at the current level of $6.00 per month.
(ii.) For the rate design of Schedule 25, the basic charge would increase from $11,000 to $12,500, and there would be a uniform percentage increase in the first two blocks, and an increase of 70 percent of the increase in Blocks 1 & 2 for Block 3.  In addition, the demand charge would increase from $3.50 to $4.00, the Primary Voltage Discount for 60 kV would increase from $1.00 to $1.10, and the Primary Voltage Discount for 115 kV would increase from $1.20 to $1.30.

(iii.) The Rate Design for other Schedules would be as proposed by Avista in its original filing:

· Schedule 1 would have a uniform percentage increase for the blocks.
· Schedule 11 would have an increase in the Basic Charge from $6.75 to $10.00 per month, and a uniform percentage increase to blocks.  In addition, the demand charge would increase from $4.25 to $5.00 per kilowatt.
· Schedule 21 would have an increase in the Basic Charge from $300 to $350 per month, and a uniform percentage increase to blocks.  In addition, the demand charge would increase from $4.00 to $4.75 per kilowatt.
· Schedule 31 would have an increase in the Basic charge from $6.75 to $7.75 per month, and there would be a uniform percentage increase to blocks.
· Lighting would see a uniform percentage increase.
11. 
Natural Gas Rate Spread/Rate Design:
a) Natural Gas Cost of Service/Rate Spread – The Parties agree to use a pro-rata allocation of the Company’s natural gas rate spread percentages from its original filing, modified as described in part b. below, for purposes of spreading the revised revenue requirement as shown on Page 1 of Appendix 4.
b) The Parties agree that the assignment of underground storage costs by throughput for balancing purposes will be reduced from 20 percent to 13 percent, with the additional Jackson Prairie capacity.  The Company agrees to provide further information with respect to this issue in its next general rate case.  
c) Natural Gas Rate Design

(i.) The Residential Basic Charge will remain at the current level of $6.00 per month.

(ii.) The Rate Design for other Schedules would be as proposed by Avista in its original filing:

· Schedule 111 would have an increase in the monthly Minimum Charge based on Schedule 101 rates (breakeven at 200 therms), and a uniform percentage increase to blocks 2 and 3.
· Schedule 121 would have an increase in the monthly Minimum Charge based on 101 rates (breakeven at 500 therms), and a uniform percentage increase to blocks 2-4, with no change to block 5.
· Schedule 131 would have a uniform percentage increase to blocks.
· Schedule 146 would have an increase in the Basic Charge from $201.30 to $225 per month, and a uniform percentage increase to all blocks.
D.
Low Income Rate Assistance Program (LIRAP) Funding:
12.
The Parties agree to adjust the LIRAP portion of the tariff riders (Schedules 91 and 191) to provide an increase in annual funding that reflects the same percentage increase as the overall percentage increase in revenue requirement in this case – i.e., 7.4 percent for electric and 2.9 percent for natural gas.  With this increase, the annual funding level for electric low income customers will be approximately $3.3 million, and for natural gas low income customers will be approximately $1.7 million.  Appendix 5 identifies the tariff rider adjustments to Schedule 91 and 191 (in ¢/kwh or ¢/therm) to reflect increased levels of funding for LIRAP.  As a part of its compliance filing, the Company will file revised Schedule 91 and 191 tariffs consistent with the changes identified in Appendix 5.
E.
Demand Side Management (DSM) Expenditures:

13.
The Parties agree to reallocate existing levels of DSM funding under Schedules 91 and 191 in order to increase low income DSM by $500,000 over and above the existing funding level of $1.5 million.  For purposes of program administration, the total funding level of $2 million for low income DSM includes amounts that may be dedicated to energy-related health and human safety measures, the expenditures for which shall not exceed fifteen (15) percent of overall actual low income DSM expenditures.  In addition, Avista shall remove $15,000 (related to incorrect customer rebates) from its Washington natural gas DSM account, and shall also remove $56,733 (electric) and $6,500 (natural gas) (reflecting improperly charged dues and memberships) from its DSM tariff rider accounts.  
F.
Prudence of Energy Efficiency Expenditures:  
14.
Avista, Staff, NWIGU, ICNU, and The Energy Project agree that Avista’s expenditures for electric and natural gas energy efficiency programs in 2008 and 2009 were prudently incurred.  Public Counsel does not take a position on the prudence of these expenditures, but does not oppose the settlement of this issue due to the conditions related to DSM set forth herein.

G.
DSM Accounting Review and Evaluation:

15.
Rebate Processing Procedures for DSM Programs  Avista will conduct, either internally or by an independent, third-party, a comprehensive review of its customer rebate processing system for all rebate programs, including process analysis/best practices review of rebate processing to ensure accuracy.  As part of this review there will be a thorough examination of the Company’s procedures for prescriptive rebate programs where the amount of the rebate varies and is calculated individually for each customer (e.g., residential insulation and window replacement).  The review is expected to culminate in a final report with recommendations regarding any new systems and/or controls the Company should implement to improve and enhance its rebate processing, including but not limited to controls to ensure that rebates do not exceed the program maximum, currently set at fifty percent of project cost for most programs.  Avista shall furnish the final report resulting from this review in a report to be provided to all parties, and the Triple E Board, upon completion and prior to the Company’s next general rate case. 
16.
In addition, the Company agrees that an independent, third-party will conduct Evaluation, Measurement, and Verification (“EM&V”) of Avista’s Limited Income Weatherization program as part of the conditions approved by the Commission in Docket UE-100176.
  The Company also agrees that an independent, third-party will conduct an impact evaluation and cost-effectiveness analysis of Avista’s residential windows program (natural gas and electric), using program participant data from 2008 and/or 2009, with a final report completed no later than May 30, 2011.  Avista and the selected evaluator will work in good faith to ensure all program participant data is as accurate as possible.  If necessary, the selected evaluator may conduct an audit of all participant data for this program.  
17.
Independent, External Review of Data Management Strategy.  Avista agrees that an independent, third-party will conduct an evaluation of Avista’s data tracking systems and data strategy for its DSM programs.  The review will examine Avista’s internal operations for data entry, tracking, and reporting, and its systems for ongoing review, oversight and controls to ensure data accuracy.  As part of this review, the selected external evaluator will share industry best practices regarding data management strategies.  The review will also examine whether the documentation required from participating customers is appropriate.  The review is expected to culminate in a final report with findings, as well as recommendations regarding any new systems and/or controls the company should implement to improve and enhance its DSM data management.  In addition, the final report will include recommendations regarding effective and accurate procedures that should be followed to correct DSM data, when errors are discovered particularly in filings with the Commission.  Avista shall furnish the final report resulting from this review in a report to be provided to all Parties, and the Triple E Board, upon completion and prior to Avista’s next general rate case.
H.
Effective Date:

18.
As an integral part of this settlement, the Parties have agreed that the new rates shall be implemented on December 1, 2010, and support a modification of the procedural schedule to accommodate such a date.  
I.
Next General Rate Case:
19.
The Company will not file a general rate case in the Washington jurisdiction before April 1, 2011.

J.
Accounting Procedures:
20.
 Policies/Procedures Regarding Cost Allocations.

Prior to its next Washington general rate case filing, Avista will review its existing policies and procedures regarding the Company’s allocation of costs between utility, LIRAP, and non-utility accounts, and produce a report with a detailed description of these policies and procedures.  This report will include an explanation of safeguards in place so that subsidiary or non-utility expenses remain separate from and are not being charged to utility accounts.  The report will also include the prescribed methods identified for proper allocation of shared/common costs between utility and non-utility accounts.  The policies and procedures and related report shall be served on all Parties to the current rate case.  Parties reserve the right to challenge or propose amendments to Avista’s allocation policies and methodologies in any future rate case.  The Company will maintain records of the cost of performing the review and preparing the report (including labor overhead/time spent) and Parties reserve the right to challenge Avista’s recovery of all or part of these costs at such time as Avista may seek recovery (i.e., its next general rate case).
21.
Internal Audit of Certain Accounting Policies Regarding Allocations.

Avista’s Internal Audit Department will perform an annual audit of current accounting practices (including accounting for LIRAP programs) relating to: compliance with regulatory treatment of utility expenditures; accuracy of jurisdictional allocations; and allocations between utility and non-utility accounts for subsidiary and corporate-wide (shared) expenses.  Following this audit, Avista will make any necessary revisions to its training materials (see Paragraph 23, below) and put in place measures so that inappropriate subsidiary, or shared, costs are correctly accounted for and not recorded to utility operating accounts.  The Internal Audit Department will prepare a report regarding the results of its audit, including a list of all concerns, incorrect treatment of costs, and steps for improving the accuracy and propriety of accounting practices.
22.
Avista will commit to performing the annual internal audit as described above and provide a copy of the same to all parties for three (3) years following its initial audit and report.  Parties reserve the right to challenge any inappropriately recorded costs.  In addition, the Company shall maintain records of the cost of performing the audits and preparing the reports (including labor overhead/time spent) and Parties reserve the right to challenge Avista’s recovery of all or part of these costs at such time as Avista may seek recovery (i.e., its next general rate case).
23.
 Employee Training.

Avista will provide ongoing training for Avista employees to comply with required accounting and allocation practices as discussed in Paragraphs 20 and 21 above.  This will include meeting with departments to explain proper labeling of expenses, accounting treatment, and allocations.  Training materials will include guidelines regarding the proper use of various FERC accounts and proper expense labeling systems, so that costs are accurately identified for ratemaking purposes.  Avista will distribute a semi-annual written reminder to employees to properly label and record expenditures (including appropriate utility/non-utility and jurisdictional allocations).  The training described above and the first semi-annual reminder will be provided by Avista before the Company files its next general rate case.  In addition, the Company will maintain records of the cost of performing the preparing and providing trainings and training materials/written reminders (including labor overhead/time spent) and Parties reserve the right to challenge Avista’s recovery of all or part of these costs at such time as Avista may seek recovery (i.e., its next general rate case).
24.
Review of Accounting Procedures Relating to Optional Renewable Power Rate Program.

Avista shall perform an internal review of its Optional Renewable Power Rate Program (“Buck-a-Block”) and prepare a report to be provided to all parties before its next Washington general rate case that describes the accounting for all costs associated with the program.  These costs will include shared and overhead costs, such as labor, information services, and supplies that are used in the administration of the program.  The report will provide a narrative explanation of how shared costs are allocated to the program.  The report will also provide a breakdown of the 2010 actual costs allocable to Washington for each program component (costs of RECs, advertising/administration, internal labor-related overhead, and all other costs).  Going forward, Avista will account for all Buck-a-Block program costs separate from other utility operations.  The Company will maintain records of the cost of performing this internal review and preparing the subsequent reports (including labor overhead/time spent) and Parties reserve the right to challenge Avista’s recovery of all or part of these costs at such time as Avista may seek recovery (i.e., its next general rate case).
IV.
EFFECT OF THE SETTLEMENT STIPULATION
25.
Binding on Parties.  The Parties agree to support the terms of the Settlement Stipulation throughout this proceeding, including any appeal, and recommend that the Commission issue an order adopting the Settlement Stipulation contained herein.  The Parties understand that this Settlement Stipulation is subject to Commission approval. The Parties agree that this Settlement Stipulation represents a compromise in the positions of the Parties.  As such, conduct, statements and documents disclosed in the negotiation of this Settlement Stipulation shall not be admissible evidence in this or any other proceeding.
26.
Integrated Terms of Settlement.  The Parties have negotiated this Settlement Stipulation as an integrated document.  Accordingly, the Parties recommend that the Commission adopt this Settlement Stipulation in its entirety.  Each Party has participated in the drafting of this Settlement Stipulation, so it should not be construed in favor of, or against, any particular Party. 

27.
Procedure.  The Parties shall cooperate in submitting this Settlement Stipulation promptly to the Commission for acceptance. The Parties shall make available a witness or representative in support of this Settlement Stipulation.  The 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 Settlement Stipulation and to supplement the record accordingly.

28.
Reservation of Rights.  The 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 Settlement. If the Commission rejects all or any material portion of this Settlement Stipulation, or adds additional material conditions, each 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 Settlement Stipulation.  If any Party exercises its right of withdrawal, this Settlement Stipulation shall be void and of no effect, and the Parties will support a joint motion for a procedural schedule to address the issues that would otherwise have been settled herein. 

29.
Advance Review of News Releases.  All Parties agree:

(i.) to provide all other Parties the right to review in advance of publication any and all announcements or news releases that any other Party intends to make about the  Settlement Stipulation.  This right of advance review includes a reasonable opportunity for a Party to request changes to the text of such announcements.  However, no Party is required to make any change requested by another 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.
30.
No Precedent.  The Parties enter into this Settlement Stipulation to avoid further expense, uncertainty, and delay.  By executing this Settlement Stipulation, no Party shall be deemed to have accepted or consented to the facts, principles, methods or theories employed in arriving at the Settlement Stipulation, and, except to the extent expressly set forth in the Settlement Stipulation, no Party shall be deemed to have agreed that such a Settlement Stipulation is appropriate for resolving any issues in any other proceeding.

31.
Public Interest.  The Parties agree that this Settlement Stipulation is in the public interest. 

32.
Execution.  This Settlement Stipulation may be executed by the Parties in several counterparts and as executed shall constitute one Settlement Stipulation.
Entered into this ______day of August, 2010.
Company:


By: ________________________________
David J. Meyer

VP, Chief Counsel for Regulatory and Governmental Affairs
Staff:



By: ________________________________
Gregory J. Trautman

Assistant Attorney General

Public Counsel:

By: ​​​​​​​​​​​​​​​​​​​________________________________
Sarah A. Shifley
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
















































































































































































































































































































































































































































































































































� WUTC v. Avista Corporation, d/b/a Avista Utilities, Third Supplemental Order, Docket Nos. UE-991606 and UG-991607 (consolidated), ¶¶ 268-73.


� WUTC v. Avista Corporation, d/b/a Avista Utilities, Final Order (Order No. 10), Docket Nos. UE-090134 and UG-090135 (consolidated), ¶¶ 128-29.


� WUTC v. Avista Corporation, d/b/a Avista Utilities, Final Order (Order No. 10), Docket Nos. UE-090134 and UG-090135 (consolidated), ¶ 303.


� The Lancaster Generating Facility is a 275 MW combined-cycle combustion turbine located near Rathdrum, Idaho.   Avista is a party to a power purchase agreement (PPA) whereby the output of the facility was transferred to Avista on January 1, 2010, for a period ending October 31, 2026.


� The year-to-date cumulative account balance of the Lancaster deferral was $7,570,233 through July 2010, and Avista estimates that the amount deferred for the entire year (2010) will be approximately $12 million.


� Through July 2010, the year-to-date difference between actual net power costs and authorized costs is $3,846,404 in the surcharge direction (within the deadband).  Avista estimates that the amount of the deferral for the entire year (2010) will be in the range of $0 to $5 million.


� The current balance in the ERM of approximately $526,400 at July 31, 2010 shall also be reduced to zero such that the ERM balance at December 31, 2010 will be zero.


� See Docket UE-100176, Order 01, “Order Approving Avista’s Ten-Year Achievable Conservation Potential And      Biennial Conservation Target Subject To Conditions”.
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