Appendix B (Modified)
DOCKETS UE-180167 and UG-180168 (consolidated)

Modifications to Settlement Stipulation Pursuant to
Condition Required in Final Order 04 (Modified)

15.  Colstrip Depreciation — Avista owns a 15% share of two coal-fired generation
facilities located in Colstrip, Montana, known as Colstrip Units 3 and 4, which have a
combined capacity of about 1,480 MW. These two facilities were placed in service in
1984 and 1986. No decommissioning date has been established for these assets. Current
rates include depreciation expense on Colstrip Units 3 and 4 with assumed remaining
useful lives of these units through December 31, 2034, and December 31, 2036,
respectively. Per this Settlement Stipulation, the Parties agree to the following treatment
of Colstrip Units 3 and 4 for depreciation purposes. See also Attachment B for further
detail.

a) The Company agrees to adopt a depreciation schedule for Colstrip Units 3 and 4
that assumes a remaining useful life for depreciation purposes of December 31,
2027. The Parties also acknowledge that there presently is no plan to close
Colstrip Units 3 and 4 by a specific date, nor has Avista agreed to do so.

b) The Colstrip Units 3 and 4 generation and transmission asset balances at
December 31, 2017, offset by accumulated depreciation through March 31, 2019,
as well as estimated asset retirement obligations (ARO) previously not included in
rates, produces an undepreciated balance for Colstrip Units 3 and 4 as of March

31, 2019, of approximately $104.1 million. Fhis-undepreciated-balance-of $104-1
i 11 | 25 follows:

% Per Order 07 in Docket UE-170485. See Synopsis page 2. Amount per Order 07 of
$10.4 million has been revised to $10.9 million to reflect updated information after filing of the
Company’s 2017 tax return in September 2018.

10 Annual depreciation expense is approximately $7.0 million on a system-basis.
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embedded in current rates are subject to prudency review in future rate
proceedings.

11 The Colstrip related accounts included as rate base include the following: FERC Account No.
101.0 — Plant Cost, FERC Account No. 108.0 — Accumulated Depreciation, FERC Account No.
182.3 — Regulatory Asset ARO, FERC Account No. 182.3 — Regulatory Asset Colstrip, FERC

Account No. 230.0 — Colstrip ARO, and FERC Account No. 242.0 — Colstrip Accounts Payable.
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Modifications to Attachment B to the Settlement Stipulation
Pursuant to Condition Required in Final Order 04 (Modified)

Colstrip Depreciation Summary and Description

Avista owns a 15% share of two coal-fired generation facilities located in Colstrip,
Montana, known as Colstrip Units 3 & 4, which have a combined capacity of about 1,480
MW. These two facilities were placed in service in 1984 and 1986. No decommissioning
date has been established for these assets. Current rates include depreciation expense on
Colstrip Units 3 & 4 with assumed remaining useful lives of these units through
December 31, 2034 and December 31, 2036, respectively.

The Parties acknowledge that there presently is no plan to close Colstrip Units 3 & 4 by a
specific date, nor has Avista agreed to do so. The parties to the Settlement Stipulation in
this docket (the “Parties”) agree, however, to a depreciation schedule for Colstrip Units 3
& 4 that assumes a remaining useful life of those units through December 31, 2027. Fhe
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The Parties agree to adopt a depreciable balance of Colstrip Units 3 & 4 of $104.1
million. This includes the currently recognized unrecovered plant balance, as well as
estimated asset retirement obligations previously not included in rates?. Nothing in this
Settlement will preclude Avista from seeking recovery of additional future asset
retirement costs, based on a showing of prudency in future general rate cases.

2 The asset retirement obligations are currently estimated at approximately $38.4 million (WA
share). These costs include cost of removal, decommissioning and remediation costs.
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Nothing in this Settlement will preclude Avista from seeking recovery of routine future
capital maintenance costs incurred in the normal course of business beyond January 1,

2017 not intended to extend operational life, based on a showing of prudency in future

general rate cases.
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| Summary of Colstrip Costs (WA Share)

] .
Total Amount -Peried{Years}Annual-Ameunt

Net Book Value of Colstrip Units 3 & 4, including transmission
assets, at December 31, 2017* S 65,711,049

Estimated asset retirement obligations 38,349,829
Undepreciated Balance 104,060,878
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*Includes accumulated depreciation through March 31, 2019 on Colstrip plant balances at December 31, 2017.



