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I. Introduction

On May 7, 2019, Governor Jay Inslee signed the Clean Energy Transformation Act (CETA) into
law, requiring the State’s utilities to eliminate all coal-fired resources from their allocation of
electricity before January 1, 2026. Avista Corporation’s (Avista or Company’s) direct testimony
failed to independently analyze any Colstrip investments in light of CETA’s mandates, instead
relying exclusively on “Hurdle Sheets”! developed by the plant operator in Montana for the
diverse group of owners, most of whom are not subject to CETA. However, those Hurdle Sheets
ignore the perspective of Washington customers and the Utilities and Transportation
Commission’s (UTC or Commission’s) prudence standard, including a project-by-project net
present value analysis.

Avista only attempted to conduct a risk-adjusted, project-by-project analysis in response to the
pre-filed testimony of the NW Energy Coalition (NWEC) and Commission Staff (Staff),
contradicting the well-established principle that prudence determinations must be supported with
documentation generated contemporaneously with the decision. Even so, Avista’s analysis is
flawed because it was limited to just 12 projects and used a single probability of failure rather
than differentiating the risk of an outage between each project. Avista fails to present sufficient
contemporaneous evidence to support a prudence finding for investments that extend Colstrip’s
life beyond December 31, 2025.

One category of investments represents the vast majority of difference in revenue requirement
between Staff and the other non-Company parties: major maintenance. NWEC, Public Counsel,
and AWEC all recommend that the Commission pro-rate recovery of major maintenance,

consistent with the UTC’s longstanding practice concerning major maintenance at Colstrip. The

! Kinney, Exh. SJK-4C.



Commission should reject Avista and Staff’s proposal to allow full recovery of investments

whose useful life extends beyond December 31, 2025.

Avista’s 2024 and 2025 Colstrip investments are the first of many decisions the Commission

must make regarding the treatment of fossil generation that can continue to provide electricity,

but present a threat to the State’s greenhouse gas neutrality goal. The Commission should use

this opportunity to send a strong message that the core principles guiding all rate decisions apply

with full force: only investments that are used and useful and prudent from the perspective of

Washington customers considering CETA's timelines can be recovered in rates. This applies to

both future investments in natural gas plants, and other utilities’ 2025 investments in Colstrip.

NWEC accordingly recommends the Commission:

1.

N

II.

Deny cost recovery for all projects that extend the life of Colstrip;

Allow a pro rata share of cost recovery for major maintenance projects;

Deny cost recovery for projects that will not be used and useful prior for December 31,
2025;

Deny cost recovery for projects related to SmartBurn investments;

Allow for the full recovery of projects that are related to human safety; and

Require Avista to refund to customers any costs not allowed.

Life-Extending Investments in Colstrip Cannot be Recovered in Rates, as Avista has
Conceded in Prior Proceedings.

CETA requires the Commission to allow the recovery of “undepreciated investments in a fossil

fuel generating resource” if that investment was “prudently incurred” and the resource “has been

retired from service.”? Ultilities generally cannot require their ratepayers to pay for investments

unless they are “used and useful,” which requires a showing that an investment provided a

benefit to Washington ratepayers, “either directly (e.g., flow of power from a resource to

2RCW 19.405.030(3)(a). As discussed in Section I1I, Avista cannot recover undepreciated
investment in Colstrip since it will continue to operate beyond December 31, 2025 and, thus, is
not retired from service.



customers) and/or indirectly (e.g., reduction of cost to Washington customers through exchange
contracts or other tangible or intangible benefits).” Avista ratepayers will not benefit from
Colstrip’s operation beyond December 31, 2025 and, accordingly, cannot be required to pay for
Colstrip’s long-term operation. NWEC witness Cebulko explained that Avista is seeking cost
recovery for projects which have estimated service lives decades beyond December 31, 2025.%
Auvista itself conceded that it was inappropriate to require its ratepayers to invest in Colstrip’s
long-term operation and maintenance when it agreed in a 2019 Settlement Agreement that it
would “not support capital expenditures at Colstrip that go beyond routine capital maintenance
costs that extend the plant’s operational life beyond December 31, 2025,” except for “costs
associated with protecting human health and safety.” As explained by NWEC witness Cebulko,
that 2019 Settlement Agreement “reflected a commitment to honor Washington’s clean energy
law and a recognition that investments benefiting operations beyond that date would not be used
and useful to Washington ratepayers.”®

The Commission enforced this term from the 2019 Settlement Agreement in Avista’s 2020
General Rate Case, when it determined that the Company’s investment in a dry ash waste
disposal system could not be recovered in rates, in part, because Avista did not demonstrate the

investment was “not life-extending.”’” The Commission’s enforcement of this settlement in 2020

3 Wash. Utils. & Transp. Comm’n v. PacifiCorp., PacifiCorp, d/b/a Pacific Power & Light Co.,
Dockets UE-050684 & UE-050412, Order 04/03, 9 50 (Apr. 17, 2006).

4 Cebulko, Exh. BTC at 21:2-22:6.

> Wash Utils. & Transp. Comm n v. Avista Corp., Dockets UE-190334 & UG-190335, Final
Order 09 Approving Settlement (March 25, 2020), Appendix A, Settlement ¥ 14.k (Dec. 4, 2020).

% Cebulko, BTC-1CT at 24:4-18.
" Wash. Utils & Transp. Comm n v. Avista Corp., Dockets UE-200900, UG-200901, & UE-
200894, Order 08/05, 100, 9279 (Sept. 27, 2021).
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illustrates two critical points. One, that the 2019 Settlement Agreement’s prohibition on Avista
recovering the costs of its life-extending investments applies to subsequent proceedings,
including this one. Second, that Avista has an affirmative duty to demonstrate its investments are
not life-extending, in order to recover those investments in rates. For the overwhelming majority
of projects for which Avista seeks cost recovery, it has failed to carry its burden to show the
investment is not life-extending. Allowing Avista to recover the costs of such investments in
rates would violate the 2019 Settlement Agreement and the general principles governing all
ratemaking decisions.

Avista claims that voting in favor of the life-extending investments does not constitute
“support.”® NWEC urges the Commission to give Avista’s doublespeak little weight, use
common sense, and conclude that voting for something is supporting it.

Auvista justifies seeking recovery of life-extending investments in Colstrip on the grounds that the
Abandonment and Acquisition agreement required it to vote in favor of any investments
NorthWestern deemed prudent, and this contract term was necessary for NorthWestern to execute
the agreement.’ Avista witness Kinney explained that this “voting provision is customary to
assure that the purchaser protects its interests in securing a plant in good working order.”!°
Avista’s contention only further solidifies that the execution of the Abandonment and Acquisition

Agreement in 2023, and the investments decisions made pursuant to it, were done to benefit

NorthWestern—not Avista’s ratepayers.

8 Kinney, Exh. SJK-11CT at 30:6-34:16.
? Kinney, Exh. SJK-11CT at 13:7-15:18, 30:14-31:2.
10 Kinney, Exh. SJK-11CT at 14:19-20.
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Avista’s “customary thinking” rationale is an after-the-fact justification which should be given
little weight. As the Commission has affirmed, prudence cannot be “satisfied by relying on after-
the-fact expert witness testimony without supporting contemporaneous documentation of
decision making.”!! The Company provides no contemporaneous evidence or documentation that
it relied on this “customary thinking” at the time it entered into the agreement. In fact, the
Company does not provide even a single citation to support its argument. Without any citation or
evidence to back up the Company’s arguments, the Commission should disregard it as after-the-
fact testimony.

Auvista also contends it did not violate its settlement agreement because NorthWestern agreed to
pay for some of Avista’s costs.!? Avista’s argument is misplaced and irrelevant. Ratepayers
should not be required to pay for any investments that extend the life of Colstrip beyond
December 31, 2025. An investment that enables the continued operation of the plant, especially
those investments with multi-decade lives, clearly facilitate life extension. That the equipment
may have an immediate function does not negate its long-term impact on Colstrip’s viability. If a
project’s useful life and function materially extend Colstrip’s ability to operate past December
31, 2025, it violates both the spirit and the letter of Avista’s commitment in the 2019 Settlement

Agreement.

III. CETA Expressly Prohibits Avista from Recovering Undepreciated Investment in
Colstrip Units 3 and 4 because Colstrip will Remain in Service after 2025.

Even if Avista could demonstrate that its life-extending investments were prudently incurred,

CETA only allows recovery of undepreciated investments in a fossil plant that has been “retired

W Wash. Utils & Transp. Comm ’n v. Avista Corp. et al, Docket UE-190882, Order 05, q 57
(March 20, 2020); id. q 59.(The “only way to determine the reasonableness of a regulated
company’s actions at the time of a decision is through contemporary documentation.”)

12 Kinney, Exh. SJK-11CT at 31:11-34:16.
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from service.”!> NWEC and Avista disagree over the meaning of “retired from service.”
Commission resolution of this disagreement is crucial to determining whether Avista’s requested
rates are warranted.

NWEC contends that the term “retired” requires that a fossil plant must actually cease operations
for a utility to recover undepreciated investment, consistent with the ordinary, dictionary
definition of “retire.” Avista, however, requests the Commission ignore the dictionary definition
and instead use the specialized, “accounting definition of retirement.”'* The only statutory
support Avista has for use of the specialized definition is that a different sub-section of the
relevant CETA provision “references ‘depreciation schedules,” which is an accounting concept,
and depreciation studies — which are used to develop depreciation schedules — utilize the
accounting definition of ‘retirement.””!

Avista has failed to illustrate why the Commission should disregard both the plain language used
by the Legislature and the Legislature’s goal in enacting CETA—to incentivize decarbonization.
The starting point for interpretation of a statute is the relevant provision’s “plain language and
ordinary meaning.”'¢ Under the ordinary meaning of the word “retire,” Avista is clearly

prohibited from recovering undepreciated investment in Colstrip Units 3 and 4, since they will

both continue operating beyond 2025.

13 RCW 19.405.030(c)(3).
4 Kinney, SJK-11CT at 12:17-18.
15 Kinney, SJK-11CT at 12:17-20.

16 State v. J.P. (2003) 149 Wash.2d 444, 450; Nat’l Elec. Contractors Ass'n v. Riveland (1999)
138 Wash.2d 9, 19.
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Using the common, dictionary definition is also consistent with the Legislature’s intent in
passing CETA. The legislature explicitly stated that it is “the policy of the state to eliminate coal-

17 and established required dates for electric system greenhouse gas neutrality. '8

fired electricity,
NWEC witness McCloy, who was directly involved in the negotiation and passage of CETA as
the Energy Policy Advisor for former Governor Jay Inslee, provided direct evidence of the
Legislature’s intent in enacting CETA. She testified that allowing recovery of undepreciated
investment only in fossil resources that actually cease operations was “intended to remove a
disincentive for electric utilities to retire fossil plants.”!” Specifically, she referenced the
subsequent retirement of Colstrip Units 1 & 2, which were retired from service (i.e., ceased
operations) shortly after CETA’s passage. She further explained that “those financial incentives
were carefully written in the past tense, so that they only apply after the plant ‘has been retired
from service.””?° Avista failed to provide any evidence that the Legislature intended to reward
utilities for undepreciated investment in fossil plants that continue to operate and emit

greenhouse gas pollution.

IV.  Avista Never Obtained Approval of the Abandonment and Acquisition Agreement
that Gave Away its Voting Rights to NorthWestern for Zero Compensation.

Avista executed its Abandonment and Acquisition Agreement with NorthWestern Corporation
(“NorthWestern) on January 16, 2023 that, in relevant part, transferred all of Avista’s rights in

Colstrip for no compensation, and gave NorthWestern the right to control Avista’s votes on all

7RCW 19.405.010(2).

18 RCW 19.405.040.

19 McCloy, Exh. LCM-I1T at 6:21-7:1.
20 McCloy, Exh. LCM-1T at 7:7-8.
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items unrelated to remediation.?! Avista executed its Abandonment and Acquisition agreement
before voting on the 2024 and 2025 Colstrip budgets,?? unlike Puget Sound Energy, which gave
away its voting rights after voting on the 2024 Colstrip budget.?’

Avista never obtained Commission approval of the Abandonment and Acquisition Agreement,
violating RCW 80.12.020(1), which prohibits utilities from assigning “the whole or any part of
its franchises, properties or facilities whatsoever, which are necessary or useful in the
performance of its duties to the public ... without having secured from the commission an order
authorizing it to do so.”

Avista witness Kinney argued that this provision does not apply to the Abandonment and
Acquisition Agreement, because starting January 1, 2026, “Colstrip is not necessary or useful in
the performance of any of Avista’s duties to the public.”?* Avista’s narrow interpretation defies
logic. At the time the Abandonment and Acquisition Agreement was executed, Colstrip units 3
and 4 were providing electricity to Avista’s ratepayers. The agreement thus undoubtedly

“dispose[d] of ... properties ... necessary or useful ... to the public.”?® It is only after the date of

abandonment established in that agreement that Colstrip will no longer serve Avista’s ratepayers.

2! Kinney, Exh. SJIK-3C at 1, 19, 30.

22 Kinney, Exh. SJK-1T at 6:10-22 (Avista witness Kinney explaining Colstrip owners vote on
annual budgets in November of the year prior).

2 Wash. Utils. & Transp. Comm ’n v. Puget Sound Energy., Docket UE-240729, Atwood, Exh.
NLA-IT at 9:8-12, 16:12-21, 18:3-12 (PSE witness Atwood explaining Colstrip owners vote on
annual budgets in November of the year prior, and PSE voted no or abstained on many items in
the 2024 budget); id., Atwood, Exh. NLA-8 at 2 (PSE witness Atwood explaining the agreement
required it to vote yes on the 2025 Colstrip budgets). In it its opening statement at the October 3,
2025 hearing, NWEC’s counsel mistakenly said that the Puget Sound Energy and Avista transfer
agreements differ in their assignment of votes to NorthWestern. Mr. Zakai apologizes for this
error. What is different is the timing of when each utility gave away its voting rights.

24 Kinney, Exh. SJK-11CT at 10:1-4.
2> RCW 80.12.010(1).
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Every abandonment agreement that ultimately results in a facility no longer being used to
provide electricity to the public will—by definition—cause the abandoned facility to no longer
be “necessary or useful” to the public. Under Avista’s circular logic, no abandonment agreement
would ever need Commission approval because, once the facility/property is abandoned, it no
longer serves the public. Such an interpretation would effectively render RCW 80.12.020
meaningless.

Avista’s position is also grounded in a fundamental mischaracterization of the Abandonment and
Acquisition Agreement: that it only governs the time period after which Colstrip Units 3 and 4
will no longer provide electricity to the State’s ratepayers. To the contrary, Avista contracted
away its right to vote on all non-remediation items between January 16, 2023 and December 31,
2025—when Colstrip will be used to provide electricity to Avista’s ratepayers. Even under
Avista’s narrow interpretation, Commission approval was required.

Avista seeks to both avoid Commission oversight of the terms of the abandonment on December
31, 2025, and to recover all costs associated with keeping the plant operating beyond that date.
These two positions cannot be reconciled in a way that is consistent with Washington law.

To be clear, NWEC is not asking the Commission to void the Abandonment and Acquisition
Agreement. However, NWEC emphasizes that Avista’s approach to abandoning its rights in
Colstrip was yet another instance of the Company shirking its duties to the Commission and
Washington ratepayers. Allowing full cost recovery of imprudent, life-extending investments in
Colstrip’s long-term operation and maintenance will set a precedent that undermines the
Commission’s authority over generation resources that ratepayers spent decades paying for.
NWEC urges the Commission to affirm its authority and take remedial action by disallowing

cost recovery for life-extending investments and pro rating major maintenance expenses.
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V. Avista has not Demonstrated it Conducted a Sufficient Analysis of the Costs and
Benefits of its Investments in Colstrip.

Avista must affirmatively demonstrate that the costs it incurred in investing in Colstrip were
prudent, consistent with the core principle that “[r]egulated utilities bear the burden of proving
that their investment decisions are prudent.”?* NWEC witness Cebulko explained in his
testimony that Avista’s power cost analysis was inadequate to support its conclusion that its
investment in Colstrip saved its ratepayers $84.2 million, because: (1) it was inappropriate to
only focus on the benefits of investing in Colstrip in a single year as compared to what power
costs would have been in that year if Avista relied on market power, since almost all of the
projects for which Avista seeks cost recovery have an estimated service life extending beyond
December 31, 2025; (2) Avista potentially overestimated the availability of Colstrip Units 3 and
4, given the increasing frequency with which Colstrip has faced forced outages; (3) the analysis
only appears to considers fuel costs, not capital investments Avista made in Colstrip; and (4) the
net present value (NPV) analysis was not risk-adjusted, as it assumes that if any given
investment is not made, a forced outage will occur with 100% certainty.>’

Staft witness McGuire similarly explained that Avista’s NPV analysis was not risk-adjusted
because it failed “to account for the non-zero probability that, absent the investment, the existing
equipment will not fail, and that the hypothetical outage will not occur.”?® Mr. McGuire further

took issue with Avista’s failure to limit its analysis of benefits to those generated prior to January

26 Inquiry Into Valuation of Public Service Company Property Used and Useful after Rate
Effective Date, Docket U-190531, Policy Statement on Property that Becomes Used and Useful
After Rate Effective Rate, 4 39 (January 31, 2020) (Used and Useful Policy Statement).

27 Cebulko, Exh. BTC-1CT at 12:8-19:3.
28 McGuire, Exh. CRM-1CT at 22:2-4.

10
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1, 2026, resulting in the NPV analysis overstating the net benefits of the projects from the
perspective of Washington ratepayers.

Avista concedes that “not all capital items in this proceeding would be single points of failure.”*’
Auvista also attempts to downplay the need for a rigorous cost-benefit analysis, stating that such
an analysis “has never been a sole determinant of prudence” and Staff’s insistence on a sufficient
analysis “would reduce the comprehensive and multi-faceted decision-making process that is
required for prudence now to a simple black and white calculation.”>!

Nevertheless, in rebuttal testimony, Avista published the results of a limited, informal “risk-
adjusted” analysis that analyzed 12 capital projects in 2024 and 2025 that are disputed by Staff
and not related to safety or reimbursement by NorthWestern.?? Based on discussion with its
engineering staff, NorthWestern determined which projects would not result in outages if left
uncompleted, and estimated the potential length of the outage of the remaining projects assuming
they were not completed.>® For each project, Avista assumed the probability of an outage was
12.6%, using the forced outage rate from its 2024 rate proceeding.’* Avista determined that, for 7

of the 12 projects considered, the risk of an outage and need to replace Colstrip power with

market power was greater than the cost of the projects.®

22 McGuire, Exh. CRM-1CT at 19:17-20:9.
30 Kinney, Exh. SJK-11CT at 20:3-4.

31 Kinney, Exh. SJK-11CT at 19:1-5.

32 Kinney, Exh. SJK-11CT at 21:1-22:8.

33 Kinney, Exh. SJK-11CT at 21:3-7.

34 Kinney, Exh. SJK-11CT at 21:9-11.

3% Kinney, Exh. SJK-11CT at 22:1-8.

11
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The Commission is well within its authority to disregard this informal, incomplete analysis. As
this Commission has stated, a Company cannot satisfy its burden to show costs were prudently
incurred “by relying on after-the-fact expert witness testimony without supporting
contemporaneous documentation of decision making.”*¢ Avista has not provided any evidence
the analysis was developed contemporaneously with its decision-making. Indeed, the testimony
of Avista witness Kinney suggests that Avista did not conduct this purported “risk-adjusted”
analysis until after Staff and NWEC raised this issue in testimony—well after Avista voted on the
Colstrip 2024 and 2025 budgets.

Even if the Commission considers the informal, delayed analysis, it is insufficient to demonstrate
the costs Avista seeks to pass on to its ratepayers are prudent. For one, Avista does not provide
any evidence to support its conclusions regarding which projects, if not completed, will result in
outages. Neither the Commission nor any other parties to this proceeding have the ability to
determine if those conclusions are supported by evidence. Second, Avista only analyzes twelve
projects, despite seeking cost recovery for dozens more. Third, Avista does not differentiate
between each project’s outage risk, instead assuming an uniform 12.6% probability for every
project. It is not reasonable or realistic to assume that each project, if not completed, carries the
exact same risk of causing an outage.

In sum, Avista’s analysis is flawed because it fails to account for the probability of failure of each
specific project, and fails to look at the investments from the perspective of Washington
ratepayers. Investments that extend the life of Colstrip are imprudent, and the Commission

should disallow their costs.

38 Wash. Utils. & Transp. Comm n v. Avista Corp. et al, Docket UE-190882, Order 05, 9§ 57
(March 25, 2020).

12
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VI.  Pro Rating Avista’s Costs on Major Capital Maintenance Projects is the Optimal
Way to Protect Ratepayers while Providing Avista Recovery for Used and Useful
Investments.

NWEC witness Cebulko identified 22 of the projects for which Avista seeks cost recovery as
“Major Capital Maintenance” projects, most related to the overhaul of Units 3 and 4.3 Avista
requests the Commission allow it to fully recover its investments in Major Capital Maintenance
projects, despite the overhaul having 3-4 year service lives which extend beyond December 31,
2025. NWEC recommends the Commission pro rate Avista’s recovery of these projects.
Proration would be consistent with how the Commission has treated Colstrip in recent cases,
including Puget Sound Energy’s 2022 General Rate Case, where the settling parties agreed that
major maintenance costs would be amortized over three years, and costs amortized after 2025
would not be recovered in rates.>® Public Counsel and Alliance of Western Energy Consumers
agree and recommend prorating these costs. Proration is also consistent with the Abandonment
and Acquisition agreement. Ratepayers should not be required to pay for Colstrip’s maintenance
beyond the time in which power from Colstrip can be used to provide electricity in Washington.

VII. Avista Fails Once Again to Demonstrate its SmartBurn-Related Investments are
Prudent.

NWEC witness Cebulko initially identified seven investments related to SmartBurn for which
Avista seeks cost recovery, but now only considers six projects to be SmartBurn-related.* As
discussed in Section VIII, NWEC recommends the CRO Simulator be instead classified as a life-

extending investment. NWEC’s determination that these investments are related to SmartBurn is

37 Cebulko, Exh. BTC-1CT at 29:8-30:1.

38 Wash. Utils & Transp. Comm’n v. Puget Sound Energy, Dockets UE-220066 & UG-220067,
Final Order 24 / 10, App. A Settlement Stipulation and Agreement on Revenue Requirement and
All Other Issues Except Tacoma LNG and PSE’s Green Direct Program, 4 23.j (Dec. 22, 2022).

39 Cebulko, Exh. BTC-1CT at 31:13-32:1.

13
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due to Avista’s own description of the various projects. Consistent with the Commission’s
repeated determinations—including in Avista’s 2020 general rate case,*® NWEC recommends the
Commission fully disallow recovery of these SmartBurn-related investments.

Avista claims that the Commission’s prior decision to disallow the Company’s recovery of
SmartBurn investments was limited to “only the TOFA ‘top over five’ (TOFA) ports that were
installed at the time,” which are meaningfully distinct from the costs at issue for 2024 and 2025
that relate to the “SOFA (separated air over first system) and ‘boiler business’ (Boiler Burner
Aux Air System).”*! Avista has not supported either contention.

Avista claims that its SOFA and Boiler Burner Aux Air System investments preceded the time
period for which Avista sought recovery in its 2020 General Rate Case and, thus, the
Commission’s determination excluded such investments.*? Avista is wrong. While SOFA and the
Boiler Burner Aux Air System might not have been specifically at issue in Avita’s 2020 General
Rate Case, the Commission’s reasoning for disallowing recovery applies broadly to all
SmartBurn-related investments. The Commission disallowed recovery of SmartBurn investments
because the Company did not “address Staft’s primary concern that SmartBurn was not required
by law.”** The Commission’s determination did not turn on the particular type of SmartBurn
technology at issue. The Commission should reject Avista’s attempt to mischaracterize the
Commission’s prior decision, and find once again that Avista failed to show that SmartBurn

investments are prudent.

4 Wash. Utils & Transp. Comm ’n v. Avista Corp., Dockets UE-200900, UG-200901, & UE-
200894, Order 08/05, at 94, 9/ 264-65 (Sept. 27, 2021).

4l Kinney, Exh. SJK-11CT at 25:20-26:5.
2 Kinney, Exh. SJK-11CT at 25:5-26:21.

3 Wash. Utils & Transp. Comm ’n v. Avista Corp., Dockets UE-200900, UG-200901, & UE-
200894, Order 08/05, at 94, 9 264(Sept. 27, 2021).

14
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Even if Avista could somehow demonstrate that the Commission’s prior SmartBurn decisions
were limited to TOFA, Avista has not shown that the SOFA or Boiler Burner Aux Air System
investments are meaningfully distinct from TOFA. Accordingly, the Commission should not
allow recovery of any SmartBurn-related investments.

VIII. Alternative Classifications of SmartBurn and Not Used and Useful Projects.

NWEC witness Cebulko classified the CRO Simulator as a SmartBrun project in his pre-filed
testimony. Based on information provided since, NWEC now recommends that the Commission
classify the CRO Simulator as a life-extending investment and disallow cost recovery because its
useful life is longer than the 3-4 years for projects classified as major maintenance. Put simply, it
was not a prudent decision for Avista in 2024 to invest in a new coal-specific training simulator
when the coal plant whose operation it simulates will not serve Washington customers a year
later.

If the Commission decides that TOFA, SOFA or Boiler Burner Aux Air System are not
SmartBurn projects, NWEC alternatively recommends treating them like major maintenance and
pro rating recovery based on the project’s service life.

NWEC witness Cebulko classified three 2025 projects as not used and useful for Washington
ratepayers due to their estimated in-service dates.** If the Commission decides that these projects
are used and useful, NWEC alternatively recommends that the Commission classify them as life-
extending investments and disallow cost recovery because their useful lives are longer than 3-4
years for projects classified as major maintenance.

IX.  The Public has Expressed Serious Concern with Avista’s Proposed Rate Increase.

4 Cebulko, Exh. BTC-7C.
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The Commission received dozens of comments on Avista’s proposed rate increase, which
overwhelmingly opposed Avista’s attempt to offload its imprudent Colstrip investment onto the
Company’s ratepayers. Ratepayers were particularly critical of Avista attempting to force them to
subsidize the costs of powering large data centers in Montana.*> Ratepayers also took issue with
Avista’s failure to invest in cleaner, less expensive energy sources rather than committing itself to
investing in the long-term operation and maintenance of one of the nation’s most harmful coal
plants.*¢ A representative from Washington Conservation Action urged the Commission to
disallow Avista’s proposed cost recovery, stating that “customers should not have to pay for
investments that undermine our state’s clean energy goals.”*’ A representative from the Natural
Resources Defense Council explained that allowing Avista its proposed cost recovery would
contradict CETA, which was enacted “to ensure that the state and its ratepayers are no longer
involved in subsidizing and supporting coal fire generation into the future.”*® In total, the
Commission received 57 comments opposing Avista’s proposed rate increase, and § comments
supporting it.
X. Conclusion and Recommendations
For the foregoing reasons, NWEC respectfully asks that the Commission:

1. Deny cost recovery for all projects that extend the life of Colstrip;

. Allow a pro rata share of cost recovery for major maintenance projects;
3. Deny cost recovery for projects that will not be used and useful prior for December 31,
2025;
4. Deny cost recovery for projects related to SmartBurn investments;

Allow for the full recovery of projects that are related to human safety; and
6. Require Avista to refund to customers any costs not allowed.

9]

45 Bench Request 5, Public Comment Exhibit, Attachment A, UTC Comment Matrix (October
10, 2025).

0 1d.
47 Transcript of Proceedings: Public Comment Hearing (Sep. 24, 2025).
B 1d.
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DATED: October 24, 2025
By: /s/ Yochanan Zakai
Washington State Bar No. 61935°
SHUTE, MIHALY & WEINBERGER LLP
396 Hayes Street
San Francisco, California 94102
(415) 552-7272
yzakai@smwlaw.com

Attorneys for NW Energy Coalition

* Mr. Zakai is not a member of the State Bar of California.
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