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AVISTA CORP. 
RESPONSE TO REQUEST FOR INFORMATION 

 
JURISDICTION: WASHINGTON DATE PREPARED: 03/16/2026 
CASE NO.: UE-260007 & UG-260008 WITNESS:   Kevin Holland 
REQUESTER: Staff RESPONDER:   Annette Brandon 
TYPE: Data Request DEPT:   Regulatory Affairs 
REQUEST NO.: Staff - 075 TELEPHONE:   (509) 495-4324 
  EMAIL:  Annette.brandon@avistacorp.com 
     
SUBJECT: Energy Recovery Mechanism 
 
REQUEST: 
 
Please refer to the Direct Testimony of Kevin M. Holland, Exh. KMH-1T. On page 2, witness Holland 
states, “[T]he Company is requesting two modifications to the Energy Recovery Mechanism (ERM).” 

a. Please explain the rationale on the current ERM percentage thresholds.  
b. Has Avista considered revisiting the risks and benefits associated with the deferral mechanism? 
 

RESPONSE: 
 
Please see the following answers to subparts (a) and (b) referring to the Director Testimony of Kevin M. 
Holland, Exh. KMH-1T. The rationale for the ERM itself is to balance risk, protect customers from 
volatility, ensure Avista remains cost‑disciplined, and fairly reconcile actual power-supply costs with those 
built into rates. Furthermore, it is important to note that several of the modifications listed below were part 
of multi-party Settlement Stipulations which resulted based on a give-and-take between all parties. As such, 
the Company likely agreed to some of these conditions as part of a total settlement position. 
 

a) Original Structure: 
• In the Fifth Supplemental Order in Docket UE‑011595, the Commission established the 

ERM with a $4 million deadband, under which power‑cost variations within the deadband 
were not subject to deferral. Variances outside the $4 million deadband were deferred for 
later surcharge or rebate treatment through the ERM process. 

 
2006 Modification 
Effective January 1, 2006, the Commission issued Order 03 in Docket UE‑060181 on June 16, 2006. 
This order re‑established the ERM deadband at $4 million and created a tiered, symmetrical sharing 
structure: 

• Variations between $4 million and $10 million were shared 50/50 between customers and 
shareholders. 

• Any cumulative variance above $10 million was shared 90/10, with 90 percent allocated to 
customers. 

 
2008 Modification 

• In Order No. 8 (December 29, 2008) in Dockets UE‑080416 and UG‑080417, the 
Commission approved a Multi‑party Stipulation and Settlement that revised the second ERM 
band for rebate situations.  
• Once the $4.0 million deadband is exceeded: 
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• 50 percent of cumulative variations between $4.0 million and $10.0 million are deferred 
in the surcharge direction. 

• 75 percent of cumulative variations between $4.0 million and $10.0 million are deferred 
in the rebate direction. 

• The 90 percent sharing above $10.0 million remained unchanged. 
 

2012 Modification 
• Through the 2012 Multi‑party Stipulation and Settlement in Dockets UE‑120436 and 

UG‑120437, the ERM rate‑adjustment trigger was changed from 10 percent of base revenues 
to a fixed $30 million threshold. 

 
b) Yes. As the parties in this case are aware, in Avista’s 2024 General Rate Case (UE-240006), the 

Company not only revisited these risks and benefits but proposed multiple revisions - first in 
Company witness Kinney’s Direct testimony (removal of deadbands, 95/5 sharing), but also in 
Kinney Rebuttal (modified deadbands, 90/10 sharing, retained asymmetry), reflecting a continuing, 
data‑driven evaluation of how the deferral mechanism should function to balance customer and 
Company risk. The Commission ultimately did not adopt Avista’s proposed modifications. 
 
Please also see Avista’s response to PC-DR-041 for information regarding the $30 million trigger. 
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