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Synopsis: The Washington Utilities and Transportation Commission rejects the tariff
sheets filed by Avista Corporation d/b/a Avista Utilities (Avista or Company) on October
31, 2024, and revised on December 20, 2024, and allowed its requested rate increase to
provisionally go into effect subject to refund. The Commission has considered the full
record and requires Avista to file tariff sheets that will result in a decrease in revenue of
approximately $5.86 million or 1.0 percent in accordance with the decisions in this
Order summarized below. The Commission concludes that Colstrip Units 3 and 4 will be
“retired”” within the meaning of CETA when Avista transfers its ownership in those units
to NorthWestern Energy Corporation (NorthWestern) on January 1, 2026. The
Commission further determines that the Abandonment and Acquisition Agreement (A&A
Agreement) is not subject to Commission approval because Colstrip is not useful or
necessary for Avista’s service in Washington at the time of transfer.

However, the Commission establishes a condition to facilitate review of future property
transfers to comply with CETA. Additionally, the Commission finds that Avista acted
contrary to its commitment not to support life-extending investments at Colstrip in the
2019 General Rate Case (GRC) Settlement approved in Dockets UE-190334, et al., but
declines to impose penalties in this docket for violation of that Settlement. The
Commission also finds it appropriate for Avista to include its request to recover 2025
plant additions consistent with Final Order 10/04 and the Settlement Agreement in
Avista’s 2022 GRC in Dockets UE-220053, et al.

The Commission determines that Avista’s Colstrip investments are not used and useful
after December 31, 2025, and that such investments should be prorated, except for 13
investments in support of human health and safety. The Commission further requires
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Avista to establish the in-service dates of two other investments, the U4 Generator
Exciter and the Northern Cheyenne AAQ System, to establish a prorated level of
recovery, if any. The Commission determines that Avista has demonstrated the prorated
portion of its Colstrip investments are prudent but has not demonstrated prudence of its
investment in the two TOFA SmartBurn components and the Baghouse Project, which
will not be in service and used and useful to Avista’s Washington customers in 2025.

The Commission further requires Avista to refund the return on inventory balances,
which were inadvertently included in base rates for 2026, remove these inventory
balances from working capital in Avista’s next general rate case filing, and to refund any
over-collected amounts in the manner described in this Order. The Commission further
requires Avista to file an accounting to true-up 2025 Colstrip investments along with the
refund, in a compliance filing submitted by March 31, 2026, consistent with the decisions
in this Order.
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PROCEDURAL HISTORY

On October 31, 2024, Avista Corporation d/b/a Avista Utilities (Avista or Company)
filed with the Washington Utilities and Transportation Commission (Commission)
proposed revisions to its rates under electric service tariff, Tariff WN U-28, Schedule 99
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Colstrip Tracker to recover Avista’s portion of investments in the Colstrip Steam Electric
Station (Colstrip). Colstrip is a four-unit coal fired electric generation facility operated by
Talen MT (Talen),! located in Colstrip, Montana.? Avista states that it submitted this
filing in accordance with Final Order 10/04 in consolidated Dockets UE-220053, UG-
220054 and UE-210854, and seeks to recover capital investments incurred from
December 31, 2023, through December 31, 2025, in this tariff schedule over the 2025
calendar year.? Specifically, Avista’s proposed rates reflect an increase of $18.2 million,
or 2.7 percent, from $23.9 million in 2024 to $42.6 million, and the Company seeks to
recover that balance from customers effective January 1, 2025, over the 2025 calendar
year.*

On December 19, 2024, this matter came before the Commission at the regularly
scheduled Open Meeting. Commission staff (Staff) raised concerns about several capital
investments reflected in the filing that are potentially unrecoverable by law or imprudent
for Washington ratepayers. The Commission voted to suspend the filing for hearing.’ On
December 20, 2024, Avista filed revised tariff sheets, and the Commission issued
Corrected Order 01, Complaint and Order Allowing Rates Subject to Later Review and
Refund; Setting Matter for Adjudication in this docket (Corrected Order 01), requiring
Avista to file revised tariff pages no later than December 23, 2024, and indicating that the
increased rates would go into effect on January 1, 2025, subject to refund.®

On March 6, 2025, the Commission held a prehearing conference before Administrative
Law Judge Amy Bonfrisco (ALJ Bonfrisco) and on that same date entered Order 02,
granting Avista’s request for a Protective Order.

' Kinney, Exh. SJK-1T at 6:11-12.
2 Kinney, Exh. SJK-1T at 4:16.

3 Washington Utilities and Transportation Commission (WUTC) v. Avista Corporation d/b/a
Avista Utilities (Avista), Dockets UE-220053, UG-220054, UE-210854 (Consolidated) Tariff
Schedule 99 Colstrip 2025 Compliance Filing (October 31, 2024).

4 Kinney, Exh. SJK-1T at 2:8-16. See also Kinney, Exh. SKJ-9C (confidential native workpapers)
and SJK-10 (for non-confidential workpapers). The difference between the 2024 Tariff 99 balance
for revenue requirement (AMA basis) versus the 2025 Tariff 99 balance (AMA basis) is an
increase of $18.7 million. However, when the total revenue requirement runs through the rate
design workpapers based on load and allocation factors, the required change in revenue is $18.2
million as provided in witness Kinney’s testimony referenced above.

S WUTC v. Avista, Docket UE-240891, Order 01, Complaint and Order Suspending Tariff
Revisions; Allowing Rates Subject to Later Review and Refund (December 19, 2024).

® Docket UE-240891, Corrected Order 1 at 2 9 5 and 4 § 20 (December 20, 2024) (hereafter
Corrected Order 01).
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On March 21, 2025, the Commission entered Order 03 Prehearing Conference Order and
Notice of Hybrid Evidentiary Hearing adopting the parties’ agreed procedural schedule,
setting the evidentiary hearing for October 3, 2025, and granting the unopposed petitions
for intervention submitted by NW Energy Coalition (NWEC) and Alliance of Western
Energy Consumers (AWEC). Order 03 also granted NWEC’s and AWEC’s requests for
case certification, directed each to file their proposed budgets for participatory funding
within thirty days,® and addressed the filing of testimony and exhibits to be considered in
the adjudication of issues raised in this docket for all parties.’

On March 24, 2025, an Errata Correcting paragraph 18 of the Prehearing Conference
Order 03 was issued to include the requirement for the parties to submit five paper copies
to the Commission within three business days of electronically filing testimony, exhibits
and post-hearing briefs.”!°

By April 07, 2025, NWEC and AWEC both timely filed their proposed budgets and
requests for fund grants, and on May 12, 2025, NWEC filed a Motion to Revise its
Proposed Budget pursuant to Washington Administrative Code (WAC) 480-07-375.

On May 27, 2025, the Commission entered Order 04 approving NWEC’s revised
proposed budget together with the initial proposed budget AWEC submitted. '!

On June 9, 2025, pursuant to the procedural schedule, Avista filed its direct testimony,
and exhibits in support of its Tariff WN U-28, Schedule 99 Colstrip Tracker filing in this
docket.

On June 30, 2025, the Public Counsel Unit of the Attorney General’s Office (Public
Counsel) filed a motion for relief from Order 03 (Motion) requesting suspension of the

" Docket UE-240891, Prehearing Conference Order; Notice of Hybrid Evidentiary Hearing at 2 P
7,3 99 14-16, and 5 4 20; See also Appendix A (March 21, 2025).

8 Pursuant to RCW 80.28.430, utilities must enter into funding agreements with organizations that
represent broad customer interests. The Commission is directed to determine the amount of
financial assistance, if any, that may be provided to any organization; the way the financial
assistance is distributed; the way the financial assistance is recovered in a utility’s rates; and other
matters necessary to administer the agreement. See In re Examination of Participatory Funding
Provisions for Regulatory Proceedings, Docket U-210595, Policy Statement on Participatory
Funding for Regulatory Proceedings (November 19, 2021).

Id.
19 Docket UE-240891, Notice of Errata to Order 03 (March 24, 2025).

' Docket UE-240891, Order 04, Granting NWEC’s Motion to Revised Proposed Budget and
Order Approving Proposed Budgets and Fund Grants at 10 9 34-35 (May 27, 2025).
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Commission’s requirement for parties to submit five paper copies of testimony, exhibits,
post-hearing briefs, and on July 15, 2024, the Commission entered Order 05, denying the
Motion. !?

On July 24, 2025, Staff, Public Counsel, AWEC, and NWEC filed response testimony.

On August 15, 2025, the Commission entered a Notice assigning Administrative Law
Judge Ann Paisner (ALJ Paisner) to serve as a co-presiding officer with ALJ Bonfrisco
and the Commissioners in this matter.

On September 12, 2025, NWEC filed a Motion to Strike a Portion of the Rebuttal
Testimony of Avista witness Scott J. Kinney (Kinney) in which Kinney incorporated by
reference extra-record testimony submitted by Puget Sound Energy witness Ronald J.
Roberts (Roberts) in Docket UE-240729 by fully concurring with that testimony and
attempting to incorporate those arguments in this docket.'?

On September 16, 2025, Avista filed a response stating that it did not object to NWEC’s
motion, and did not intend to introduce Roberts’ testimony,'* and after no parties filed
any further responses, the Commission entered Order 06, granting NWEC’s motion to
strike. !

On September 22, 2025, Avista filed a Motion for Leave to File Revised Exhibit SKJ-
13Cr, to substitute the final executed version of the Letter Agreement Re: Enhancement
Work Under the Abandonment and Acquisition Agreement Between Avista and
NorthWestern Energy (NWE) Regarding Cost Allocation (A&A Agreement), for the
previously filed unsigned draft version. '®

12 Docket UE-240891, Order 05, Dening Public Counsel’s Motion for Relief From Order 03
Prehearing Conference Order at 3-4 4 12-14 (July 15, 2025).

13 Docket UE-240891, NW Energy Coalition’s Motion to Strike a Portion of the Rebuttal
Testimony of Avista Corporation Witness Scott J. Kinney at 2-3 9 3 citing Kinney, Ex. SJK-11CT
at 3:7-10 (September 12, 2025).

4 Docket UE-240891, Answer of Avista Corporation to NWEC’s Motion to Strike a Portion of
the Rebuttal Testimony of Avista Corporation Witness Scott J. Kinney at 2-3 9 2- 3 (September
16, 2025).

5 Docket UE-240891, Order 06, Granting NWEC’s Motion to Strike a Portion of the Rebuttal
Testimony of Avista Corporation Witness Scott J. Kinney at 3 9 (September 30, 2025).

16 Docket UE-240891, Letter Agreement Between Avista and NWE Regarding Cost Allocation,
Kinney, Exh. 13Cr (October 1, 2025).
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On September 24, 2025, the Commission convened a Public Comment Hearing, and over
the course of the proceeding received a total of 60 comments from Washington customers
opposing Avista’s filing. Of the 60 comments received, none support the filing, 59 were
opposed, 1 was undecided, and 2 of the 59 were duplicates.!” Most of the customers
opposing the filing raised concerns about the ability to continue paying for rate increases
in utility bills, particularly when it would run contrary to the purpose of CETA, lead to
subsidizing coal electricity for use by other states, and avert investments from being
made in cleaner, less expensive energy sources. '8

On September 26, 2025, the Commission issued Notice of Bench Request No. 01, and
Staff timely responded.® On this same date, Avista filed proposed time estimates and a
consolidated exhibit list on behalf of all parties, and Public Counsel and NWEC filed
proposed cross exhibits for the evidentiary hearing.

On October 1, 2025, the Commission issued Order 07, granting Avista’s Motion for
Leave to file revised Exh. SKJ-13Cr, and Avista filed a revised copy of page 3 to Exhibit
SJK-11CTr in accordance with Order 06. Avista also filed a Motion to Submit Late-Filed
Exhibit SJK-30C,?! which consisted of the letter agreement between Avista and NWE
relating to the precise time of closing under the A&A Agreement.

On October 3, 2025, the Commission held an evidentiary hearing in this matter before the
Commissioners, with ALJs Bonfrisco and Paisner presiding.

On October 7, 2025, the Commission issued Notice of Bench Requests No. 2 and 3 to
Avista and NWEC, and on October 10, 2025, requested supplemental briefing from all
the parties relating to whether Revised Code of Washington (RCW) 19.405.030(3)

7 Docket UE-240891, Offer of Public Comment, Exh. BR-4 at 2-3 99 6-7, and UTC Matrix
Attachment A (October 10, 2025).

18 Offer of Public Comment, Exh. BR-4, and UTC Matrix Attachment A at 4-7.

19 Bench Request No. 1 requested that Staff file as exhibits in this docket, UE-240891,
Supplemental Joint Testimony of Exh. JT-3T and JT-4, originally filed in Avista’s 2022 general
rate case in Dockets UE-220053, UG-220054, and UE-210854. The Commission also requested
that Staff provide the specific citation to Final Order 10/04 and Appendix A, which it
recommended be the subject of amendment as described in Staff Witness McGuire’s Testimony,
Exh. CRM -1CT at 31:5 and 37:3.

20 Docket UE-240891, Staff Response to Bench Request No. 1 and Attachments A and B
(September 29, 2025).

2! Docket UE-240891, Letter Agreement Between Avista and NWE Regarding Closing Timing
Under the Abandonment and Acquisition Agreement, Kinney, Exh. SJK-30C (October 1, 2025).
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pertains to an “undepreciated investment in fossil fuel resource,” to which all parties
timely responded.

On October 24, 2025, all the parties responded timely and submitted their post-hearing
and supplemental briefing.

On November 24, 2025, the Commission issued Notice of Bench Request No. 4
requesting that Avista provide the revenue model and supporting workpapers in their
native format along with detailed information relating to gross plant, accrued
depreciation, and ADFIT and on December 2, 2025, Avista timely responded.

PARTY REPRESENTATIVES. David Meyer, Chief Counsel, represents Avista. Jeff
Roberson, Nash Callaghan and Josephine Strauss, Assistant Attorneys General, represent
Staff.?? Alexandra Kory, Tad Robinson O’Neill, and Robert Sykes, Assistant Attorneys
General, represent Public Counsel. Sommer Moser, Michelle Madsen and Tyler Pepple of
Pepple Moser, P.C., represent AWEC. Yochanan Zakai and Orran Balagopalan of Shute,
Mihaly & Weinberger LLP., represent NWEC.

BACKGROUND

Clean Energy Transformation Act (CETA). In 2019, the Washington State
Legislature passed the Clean Energy Transformation Act (CETA),? codified in RCW
Chapter 19.405. In the face of immediate and significant threats posed by climate change,
CETA requires that each Washington electric utility “eliminate coal-fired resources from
its allocation of electricity” no later than December 31, 2025, that all retail sales of
electricity are “one hundred percent carbon-neutral by January 1, 2030,” and that by
January 1, 2045 “one hundred percent of all sales of electricity to Washington retail
customers” are supplied by either non-emitting or renewable electricity generation

22 In formal proceedings such as this, the Commission’s regulatory staff participates like any other
party, while the Commissioners make the decision. To assure fairness, the Commissioners, the
presiding administrative law judge, and the Commissioners’ policy and accounting advisors do
not discuss the merits of this proceeding with the regulatory staff, or any other party, without
giving notice and opportunity for all parties to participate. See RCW 34.05.455.

2 Laws of 2019, Ch. 288, §§ 1-13 and 26. Codified at RCW 19.405.

24 RCW 19.405.030(1). See also RCW 19.405.020(1) which defines “Allocation of electricity” for
the purposes of setting electricity rates as “the costs and benefits associated with the resources
used to provide electricity to an electric utility’s retail electricity consumers that are located in
this state.”

25 RCW 19.405.010 (2) and RCW 19.405.040(1).
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resources.?® CETA promotes a transition to a clean energy economy,?’ provides
incentives for clean alternative energy sources,?® and expands the meaning of “public
interest” under Title 80 RCW.%

Settlement Agreement in Avista’s 2022 General Rate Case (GRC). On December 12,
2022, the Commission approved the Colstrip Tracker and Tariff Schedule 99 in its
resolution of Avista’s 2022 GRC in Final Order 10/04, approving with conditions a Full
Multiparty Settlement (Settlement or 2022 GRC Settlement) with an annual true-up
mechanism.>® Among other terms, the Tariff Schedule 99 Colstrip Tracker had a rate
effective date of December 21, 2022, that would be reset each January 1st via a filing
made each October 31st until all prudently incurred costs were recovered,?! including
“operating and maintenance (“O&M”) and other expenses, depreciation expense,
decommissioning and remediation (“D&R”) costs, and return on rate base.”** However,
“non-O&M items” would be recovered “on a one-year lag, using actuals through August
31st and estimates through December 31st of the filing year,** but transmission
investments and costs included in Avista’s Energy Recovery Mechanism (ERM) were
excluded.®*

Settlement Agreement in Avista’s 2019 GRC. On March 25, 2020, the Commission
entered Final Order 09 in Avista’s 2019 GRC, approving without condition, a Partial

26 RCW 19.405.010(2) and RCW 19.405.050(1).
27 RCW 19.405.010(1).
2% RCW 19.405.010(4).

2 RCW 19.405.010(6). In enacting CETA, the Legislature found that the public interest includes:
(a) the “equitable distribution of energy benefits and reduction of burdens to vulnerable
populations and highly impacts communities;” (b) “long-term and short-term public health,
economic, and environmental benefits;” and (c¢) “the reduction of costs and risks and energy
security and resiliency.”

O WUTC v. Avista, Dockets UE-220053, UG-220054, & UE-210854 (Consolidated), Final Order
10/04, Rejecting Tariff Sheets; Granting Petition; Approving and Adopting Full Multiparty
Settlement Stipulations Subject to Conditions; Authorizing and Requiring Compliance Filing at
21-22 99 63-64 (December 12, 2022). Hereinafter referred to as “Avista 2022 GRC.”

31 Dockets UE-220053 et. al., Avista 2022 GRC, Final Order 10/04 at 23 4 65 and Supplemental
Joint Testimony, Exh. JT-3T at 6:12-14 and 10:20-21.

32 Dockets UE-220053 et. al., Supplemental Joint Testimony, Exh. JT-3T at 3:1-5 and Avista,
Tariff WN U-28, Schedule 99, Second Substitute Revision Sheet 99 (filed December 20, 2024).

33 Dockets UE-220053 et. al., Supplemental Joint Testimony, Exh. JT-3T at 6:12-14 and 10:20-21.

3 Dockets UE-220053 et. al., Supplemental Joint Testimony, Exh. JT-3T at 3:1-5 and Avista,
Tariff WN U-28, Schedule 99, Second Substitute Revision Sheet 99 (filed December 20, 2024).
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Multiparty Settlement, in which Avista agreed “that it will not support capital
expenditures at Colstrip that go beyond routine capital maintenance costs that extend the
plant’s operational life beyond December 31, 2025.”%5 However, since Avista now seeks
to recover certain long-lived investments, NWEC, Staff, and Public Counsel raise several
concerns about the requested recovery being prohibited under the parties’ 2019 Partial
Multiparty Settlement, which is addressed in detail in detail in Section IV below.

Colstrip Ownership and Operations Agreement (O&O Agreement), and
Development of the Abandonment and Acquisition Agreement (A&A Agreement).
Avista seeks recovery of its portion of investments in Colstrip Units 3 and 4.%¢ Colstrip
Units 1 and 2 were closed in January 2020, and Colstrip Units 3 and 4 remain in
operation.’” At present, Avista owns 15 percent of Colstrip Units 3 and 4, with the other
85 percent divided among other entities as follows:>®

Colstrip Colstrip

Unit 3 Unit 4
Avista Corporation 15% 15%
NorthWestern Energy -- 30%
PacifiCorp 10% 10%
Puget Sound Energy 25% 25%
Portland General Electric Company 20% 20%
Talen MT 30% --

“Avista’s obligations regarding its ownership in Colstrip are governed by the Ownership
and Operations Agreement dated May 6, 1981 (0O&O Agreement).*° Under the O&O
Agreement, Avista must “fund costs to operate and maintain Colstrip Units 3 and 4 so
long as Avista has an ownership interest in the plant.”*’ This includes requiring each
owner to provide the plant with the amount of coal needed to generate each owner’s share
of the plant’s minimum operating capacity.*! Each year, the owners of the Colstrip units

3 WUTC v. Avista Corp., Dockets UE-190334, UG-190335 and UE-190222 (Consolidated) Final
Order 09, Approving and Adopting Partial Multiparty Settlement Stipulation Appendix A at 12-13
P 14(j) (March 25, 2020).

3¢ Kinney, SJK-1T at 4:16.

37 Kinney, Exh. SJK-1T at 4:15-17.

38 Kinney, Exh. SIK-1T at 4:20-21 and 5:1-2.

3% Kinney, Exh. SIK-1T at 5:4-5 citing to Kinney, Exh. SJK-2C.
40 Kinney, Exh. SJK-1T at 5:7-9.

4 Kinney, Exh. SJK-1T at 5:9-10.
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must approve a budget, but because Avista holds a 15 percent ownership, it is “a minority
owner and cannot unilaterally” approve or deny the budget with its vote.*

To comply with CETA’s mandate to have coal-fired generation removed from its
allocation of electricity by December 31, 2025, Avista made several attempts to sell or
dispose of its share of Colstrip Units 3 and 4, but maintains there were limited parties

interested in acquiring its ownership interest.*’

Specifically, Avista contends that “[b]y
the time NWE and Talon [sic] emerged,” they were “the only entities both interested and
operationally capable of succeeding to Avista’s interest,” but that “the window for
parallel negotiations with alternative buyers had effectively closed.”* Additionally,
because “extracting even a nominal payment would have jeopardized the timetable and
invited further transactional failure,” and Avista needed to continue “to preserve its
contractual and physical rights on the Colstrip Transmission System,” it maintains that
any “transaction that unduly encumbered, subordinated, or alienated those rights would
have effectively impaired Avista’s ability to comply with both its resource and adequacy
obligations and clean-energy targets.”* Thus, “only NWE and Talon [sic] remained as
viable counterparties...[and] [s]ince Talen was in negotiations with PSE to acquire their
ownership interests in Colstrip, Avista began negotiations with NWE.”*¢ Then on
January 16, 2023, Avista entered into the A&A Agreement with NWE, in which Avista
transferred its 15 percent ownership interest in Colstrip Units 3 and 4.%” Avista entered
into the A&A agreement with NWE without seeking Commission approval,*® and “the
closing of the transactions under the A&A Agreement shall occur precisely at 12:00:00
a.m. Pacific time on January 1, 2026.%

DISCUSSION AND DECISION

I. Applicable Law

42 Kinney, Exh. SJK-1T at 7:3-5 citing to Kinney, SJK-2C, Section 17(f)(ii) of 0&O Agreement.
4 Kinney, Exh. SJK-11CT at 6:3-4.

4 Kinney, Exh. SJK-11CT at 6:8-10.

#Kinney, Exh. SJK-11CT at 6:11-12, 6:15-16 and 6:18-20.

46 Kinney, Exh. SJK-11CT at 6:22-23 and 7:1.

47 Kinney, Exh. SJK-3C, Colstrip Units 3& 4 Interests Abandonment and Acquisition Agreement
by and between Avista Corporation and NorthWestern Corporation (“A&A Agreement)

(January 16, 2023). See also Kinney, Exh. SJK-13cr, Revised A&A Agreement (August 25,
2025).

4 Mullins, Exh. BGM-1CT at 2:9-11 and 5:3-12.
4 Kinney, Exh. SJK-30C.
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The Legislature has entrusted the Commission with broad discretion to regulate and set
rates in the public interest®® that are just, fair, reasonable and sufficient,>! and to balance
the needs of the public to have safe, reliable, and appropriately priced services, while also
assuring that the utilities earn enough to remain in business.>> The Commission has
previously interpreted the fair, just, reasonable, and sufficient standard to mean that
“rates that are fair to customers and to the Company’s owners; just in the sense of being
based solely on the record developed in a rate proceeding; reasonable in light of the
range of possible outcomes supported by the evidence; and sufficient to meet the needs of

the Company to cover its expenses and attract necessary capital on reasonable terms.”>?

If, after hearing, the Commission finds that the rates charged by the utility are:

.. . unjust, unreasonable, unjustly discriminatory or unduly preferential, or
in any wise in violation of the provisions of the law, or that such rates or
charges are insufficient to yield a reasonable compensation for the service
rendered, the commission shall determine the just, reasonable, or sufficient
rates, charges, regulations, practices or contracts to be thereafter observed
and in force, and shall fix the same by order.>*

For proposed rates, as in this case, the Commission may enter an order under this same
standard as if the proposed rates were already effective.>’

As a general matter, the burden of proving that a proposed increase is just and
reasonable is upon the public service company,>® and the burden of proving that the
presently effective rates are unreasonable rests upon any party challenging those rates.>’

As discussed above, in 2019 the Legislature expanded the meaning of public interest
under Title 80 RCW in passing CETA. As Washington state transitions to a clean energy

SO RCW 80.01.040(3)
St PacifiCorp v. WUTC, 194 Wn. App 571 at 587 quoting RCW 80.28.010 (2016).
52 People’s Org. for Wash, Energy Res. (POWER) v. WUTC, 104 Wn.2d 798 at 808 (1985).

33 WUTC v. Avista Corp., Dockets UE-160228 & UG-160229, Order 06 at 47 9 79 (Dec. 15,
2016) (emphasis in original).

54 RCW 80.28.020.
55 RCW 80.04.130(1).
% Id.

STWUTC v. Pacific Power and Light Company, Cause No. U-76-18 (Dec. 29, 1976) (internal
citations omitted).
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economy, the Legislature provided that the public interest includes: “The equitable
distribution of energy benefits and reduction of burdens to vulnerable populations and
highly impacted communities; long-term and short-term public health, economic, and
environmental benefits and the reduction of costs and risks; and energy security and
resiliency.”>® In achieving these policies the Legislature directed that, “there should not

be an increase in environmental health impacts to highly impacted communities.”>’

Further, in enacting of RCW 80.28.425, which requires utilities to propose multi-year rate
plans (MYRP) when filing a general rate case (GRC), the Legislature permitted the
Commission to consider equity as part of its public interest evaluation.®® Following the
enactment of the MYRP statute, the Commission indicated its commitment to considering
equity while regulating in the public interest: “So that the Commission’s decisions do not
continue to contribute to ongoing systemic harms, we must apply an equity lens in all
public interest considerations going forward.”®' The Commission also explained that
regulated companies should be prepared to address equity considerations in future cases:
“Recognizing that no action is equity-neutral, regulated companies should inquire
whether each proposed modification to their rates, practices, or operations corrects or

perpetuates inequities.”%?

II. Application of RCW 19.405.030 - Interpretation of “Retirement”
CETA requires the following:

The commission must allow in rates, directly or indirectly, amounts on an
investor-owned utility's books of account that the commission finds
represent prudently incurred undepreciated investment in a fossil fuel
generating resource that has been retired from service when:

(a) The retirement is due to ordinary wear and tear, casualties, acts of God,
acts of governmental authority, inability to procure or use fuel,
termination or expiration of any ownership, or a operation agreement
affecting such a fossil fuel generating resource; or

% RCW 19.405.010(6).

¥ Id.

 RCW 80.28.425(1)

81 WUTC v. Cascade Natural Gas Corp., Docket UG-210755 Order 10 § 58 (Aug. 23, 2022).
2 Id.
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(b) The commission finds that the retirement is in the public interest. %

Avista argues as follows: (1) that RCW 19.405.030(3) provides for recovery of prudently
incurred, “undepreciated investment of fossil fuel generation resources;”%* (2) that the
statute “expressly allows for direct or indirect recovery” or the “full value of investments
placed in service in 2024 and 2025;”% (3) that the A&A Agreement constitutes a
“termination of ownership” under the statute and provides the “reason for the

Commission to allow recovery”®

of its undepreciated investments in fossil fuel
generating resources;®’ and that (4) Avista’s “retirement of the facility is in the public
interest.”%® Additionally, Avista argues that “it is well within the Commission’s authority
to approve recovery of the full value of the Colstrip investments that are or will be placed
in service in 2024 and 2025, regardless of their depreciable lives.”® To support its
argument, Avista cites the definitions of ‘retire’ and ‘retirement’ provided by the
Financial Accounting Standards (FASB), which codifies the Generally Accepted

Accounting Principles (GAAP) as instructive. FASB defines ‘retirement’ as:

The other-than-temporary removal of a long-lived asset from service
[that]...encompasses, sale, abandonment, recycling, or disposal in some
other manner...[and] [a]fter an entity retires an asset, [treats] that asset [as]
no longer under the control of that entity, no longer in existence, or no longer
capable of being used in the manner for which the asset was originally
acquired, constructed, or developed.””°

S RCW 19.405.030(3).

64 Kinney, Exh. SJIK-1T at 10:24-27 and SJK-11CT at 11:5-9.
8 Kinney, Exh. SJK-1T at 11:1-3.

% Kinney, Exh. SJK-1T at 11:4-5, and SJK-11CT at 11:10-11.

67 Avista explains that the plain language of RCW 19.405.030(3) “clearly embrace more than just
a coal-fired resource” to employ a more expansive use of this term “to allow recovery of
undepreciated investment in a gas plant, given the intent and requirements of the Chapter...to
eliminate use of fossil fuel generation by 2045. WUTC v. Avista, Docket UE-240891, Post-
Hearing Brief of Avista (Avista’s Post Hearing Brief) at 27- 28 99 84-87 (October 24, 2025).

68 Kinney, Exh. SJIK-1T at 11:9-11.

% Docket UE-240891, Rebuttal Testimony of Elizabeth M. Andrews, Exh. EMA-1CT at 1:19-20
(August 25, 2025).

70 Andrews, Exh. EMA-1CT at 20:3-11 citing Financial Accounting Standards Board (FASB) and
Accounting Standards Codification (ASC), which codifies GAP definition for retirement 410-20-
20 at: https://asc.fasb.org/MasterGlossary.



https://asc.fasb.org/MasterGlossary
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Avista further maintains that the accounting definition is consistent with that of the
Office of Washington State Auditor, which considers the retirement of a tangible asset to
include abandonment.”! Andrews reasons that “when using these appropriate definitions
of retirement...the [A&A] Agreement between Avista and NWE (“divestiture”) clearly

972

meets the definition...contemplated by the legislation,”’* which includes “termination or

expiration of any ownership.””?

Respectively, based on varying interpretations of the term “retirement” under CETA and
the different application of prudency and used and useful standards, Staff, Public
Counsel, NWEC and AWEC disagree with Avista’s contention that CETA does not
restrict allowance of non-life extending assets in rates.

Specifically, Staff argues that Avista failed to meet its burden to recover capital
investments under RCW 19.405.030(3)(a) or (b) because the Company did not
demonstrate it made prudent investments in undepreciated property before retirement of
that property from service.’”* Staff explains that by using the phrase ‘has been retired,’
“the Legislature phrased the retirement requirement in present perfect tense...to express a
past event that has present consequences,” thus reasoning that Avista “cannot recover
costs under RCW 19.405.030(3) unless it has already retired Colstrip.”

Similarly, Public Counsel argues that “[b]y the plain language of the statute, the
provision only applies to a resource that has been retired from service.” ”° Given that
“Avista may no longer receive power from Colstrip after December 31, 2025, but...will
continue operations beyond that date,” 7 Public Counsel maintains under

RCW 19.405.030(3), the plant will not be effectively “retired from service” after
December 31, 2025.77

"I Andrews, Exh. EMA-1CT at 20:8-11.
2 Andrews, Exh. EMA-1CT at 20:12-15.
3 Docket UE-240891, Rebuttal Testimony of Scott J. Kinney, SJK-11CT at 10:24-26.

" Docket UE-240891, Post-Hearing and Supplemental Brief of Commission Staff (Staff’s Post
Hearing Brief) at 13 9 31 (October 24, 2025).

> Docket UE-240891, Response Testimony of Jean Marie Dreyer on Behalf of the Washington
State Office of the Attorney General Public Counsel Unit (Public Counsel Response Testimony),
Dreyer, Exh., JIMD-1CT at 4:15-19 (July 24, 2025).

.

"7 Docket UE-240891, Response Testimony of Jean Marie Dreyer on Behalf of the Washington
State Office of the Attorney General Public Counsel Unit (Public Counsel Response Testimony),
Dreyer, Exh., JIMD-1CT at 4:15-19 (July 24, 2025).
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NWEC argues that “CETA requires the Commission to allow utilities to recover
undepreciated investment in a fossil fuel asset only if ‘it has been retired from service,””
to mean actually physically retired.”® To support this contention, NWEC applies a used
and useful analysis and argues that because CETA mandates electric utilities to eliminate
coal-fired resources from their allocation of electricity by December 31, 2025, RCW
19.405.030(3) cannot authorize the recovery of undepreciated investment in fossil fuels
remaining in service beyond December 31, 2025.7 NWEC further argues that Avista rate
payers will not benefit from Colstrip’s operation beyond December 31, 2025, and
therefore cannot be required to pay for Colstrip’s long term operation.®® Additionally,
NWEC contends that FASB’s “highly specialized accounting” definition of “retirement”
should not be used to determine whether Avista qualifies to recover undepreciated
investment pursuant to RCW 19.405.030(3).%! Instead, NWEC proposes the Commission
apply a dictionary definition, and interpret ‘retirement’ to mean that fossil fuel plants
must actually cease operations to be retired from service.®? Using this standard, NWEC
argues, the Commission must treat Colstrip Units 3 and 4 as not having been retired,

since these fossil fuel resources will remain in-service and continue operating beyond
2025.83

Finally, AWEC highlights that although the legislative intent of CETA was to eliminate
coal-fired resources from each electric utility’s allocation of electricity, RCW
19.3405.030 “did not necessarily mandate retirement, sale, or any other property
transactions with respect to coal plants.”®* Rather, AWEC maintains that “the statute only
stated that the cost and benefits were to be removed from utility rates,” and reasons that
“[i]n the absence of a sale or retirement by the deadline, it must therefore be assumed that
Colstrip 3& 4 would presumably become a merchant power plant owned and operated by

Avista but not recoverable through utility rates.”®

"8 Docket UE-240891, Testimony of Bradley T. Cebulko on Behalf of NW Energy Coalition,
Cebulko, Exh. BTC-1CT at 11:13-15 (July 24, 2025).

7 Cebulko, Exh. BTC-1CT at 12:1-3 and 37:12.
80 Cebulko, Exh. TC at 21:2-22:6.

81 McCloy, Exh. BTC-1CT at 5:6-12.

82 McCloy, Exh. BTC-1CT at 5:9-11.

83 McCloy, Exh. BTC-1CT at 4:14-15 and 5:22-26. See also McCloy, Exh. LCM 1T at 8:10-12
and 13:10-16.

8 Docket UE-240891, Response Testimony of Bradley G. Mullins on Behalf of Alliance Western
Energy Consumers, Mullins, BGM-1CT at 6:15-16 (July 24, 2025).

85 Mullins, BGM-1CT at 6:18-21.
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Commission Determination:
RCW 19.405.030(3), provides as follows:

(3) The commission must allow in rates, directly or indirectly, amounts on
an investor-owned utility's books of account that the commission finds
represent prudently incurred undepreciated investment in a fossil fuel
generating resource that has been retired from service when:

(a) The retirement is due to ordinary wear and tear, casualties, acts of
God, acts of governmental authority, inability to procure or use
fuel, termination or expiration of any ownership, or an operation
agreement affecting such a fossil fuel generating resource; or

(b) The commission finds that the retirement is in the public interest.®

To understand what the Legislature meant by the word ‘retire,” the Commission begins
its review with the canons of statutory interpretation and looks at the language itself to
determine intent. 87 If the meaning is plain on its face, then we give effect to that
meaning, as an expression of legislative intent.%® “A statutory provision’s plain meaning
is to be discerned from the ordinary meaning of the language at issue, the context of the
statute in which that provision is found, related provisions, and the statutory scheme as a

89 If after a plain language analysis the provision remains susceptible to more

whole.
than one reasonable interpretation, only then will we employ the tools of statutory

construction to discern its meaning.

Here, there are two competing interpretations of the phrase ‘that has been retired from
service,” under RCW 19.405.030. Staff, NWEC, and Public Counsel argue that the
Commission should rely on the ordinary meaning, or dictionary definition of “retire,” and
require that the fossil plant must actually cease operations,’! or otherwise be inoperable

8 RCW 19.405.030(3) (emphasis added).
87 Tingey v. Haisch, 159 WN.2d 652, 657, 152.P3d 1020 (2007).
8 1d.

8 Tingey v. Haisch, 159 WN.2d 652, 657, 152.P3d 1020 and State v. Ervin, 169 Wn.2d 815, 820,
239 P.3d 354 (2010).

% Id citing Dep t of Ecology v. Campbell & Gwinn, LLC, 146 Wn2d 9, 12 (2002).
I NWEC’s Post Hearing Brief at 6 914.


https://plus.lexis.com/document/midlinetitle/?lashepardsid=0f2c0b4a-e30a-47dc-a1f9-56bbe65feadd-1&shepardsrowid=sr0&shepardsnavaction=midlinetitle&pdmfid=1530671&pddocfullpath=%2Fshared%2Fdocument%2Fcases%2Furn%3AcontentItem%3A4WW3-DM50-TXFX-X2NK-00000-00&pdcomponentid=10841&prid=e943daab-3070-4559-b893-5b9ff25e0a4d&toplinedocrequestid=8ef513a7-c6a5-486a-b589-227ed5de3f78&pdpeersearchid=4fafe1a7-aa18-41fb-9044-0aa12a862605-1&crid=7ba43af9-e300-48d4-8c0c-775aabd4b2cd
https://plus.lexis.com/document/midlinetitle/?lashepardsid=0f2c0b4a-e30a-47dc-a1f9-56bbe65feadd-1&shepardsrowid=sr0&shepardsnavaction=midlinetitle&pdmfid=1530671&pddocfullpath=%2Fshared%2Fdocument%2Fcases%2Furn%3AcontentItem%3A4WW3-DM50-TXFX-X2NK-00000-00&pdcomponentid=10841&prid=e943daab-3070-4559-b893-5b9ff25e0a4d&toplinedocrequestid=8ef513a7-c6a5-486a-b589-227ed5de3f78&pdpeersearchid=4fafe1a7-aa18-41fb-9044-0aa12a862605-1&crid=7ba43af9-e300-48d4-8c0c-775aabd4b2cd
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“to end the working life of coal power.”°? Additionally, Staff argues that the Commission

should “find the [L]egislature’s use of verb tense holds significance”®*

in construing the
statute. Conversely, Avista argues that the Commission should apply the technical
accounting definition of retirement, which is well accepted in the industry, codified by
the FASB to support GAAP’s definition of retirement, and is consistent with the State of
Washington’s State Auditor’s Office definition.”* Avista further highlights that the
technical accounting definition of “retirement” is more appropriate given that: (1) under
both the GAAP and Washington State Auditor’s definitions, the asset will be retired as of
January 1, 2026; (2) RCW 19.405.030’s title itself refers to “Coal-fired resources —
Depreciation schedule — Penalties;” (3) standard accounting terms and concepts are
referenced throughout RCW 19.405.030 (i.e., “investor-owned utility’s books of

99 ¢C

accounts,” “undepreciated investments,” “depreciation schedules™); and (4) the consistent
requirement in RCW 19.405.030(2) directing the Commission “to accelerate depreciation

schedules for any coal-fired resources to a date no later than December 31, 2025.”%°

We acknowledge that courts have frequently held that “when a word has a well-accepted,
ordinary meaning, a regular dictionary may be consulted to ascertain the term’s
definition.””® “However, where any otherwise common word is given a distinct meaning
in a technical dictionary or other technical reference and has a well-accepted meaning
within the industry, and when the word is used in a rule promulgated by an expert agency
familiar with the technical meaning, courts should turn to a technical rather than a general

purpose dictionary to resolve ambiguities in its definition.”®’

Here, we agree with Avista that it is not a coincidence that the Legislature: (1) included a
description in the title for RCW 19.405.030 of “Coal-fired resources — Depreciation
schedule — Penalties;” nor (2) referenced standard accounting terms (i.e., “investor-owned

99 ¢¢

utility’s books of accounts,” “undepreciated investments,” and “depreciation schedules”)

throughout RCW 19.405.030.

%2 Public Counsel’s Post Hearing Brief, at 16 4 49.

93 Staff’s Post Hearing Brief at 13 citing Crown W. Realty, LLC v. Pollution Control Hearings
Board, 7 Wn.App. 29, 710, 738, 435 P.3d 288 (2019).

% Docket UE-240891, Post-Hearing Brief of Avista (Avista’s Post Hearing Brief) at 9 4 28-29
(October 24, 2025).

% Avista’s Post Hearing Brief at 8-9 4 25-27.

% City of Spokane ex. rel. Wastewater Mgmt. Dep t v. Dep t of Revenue, 145 Wn.2d 445, 454, 38
P.3 1010 (2002).

1 1d.
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In further examining the statutory context, we also give weight to the mandate in RCW
19.405.030(1)(a) that each electric utility “eliminate coal-fired resources from its
allocation of electricity” on or before December 31, 2025. Under RCW 19.405.020(1), *“*
[a]llocation of electricity’ means, for the purposes of setting electricity rates, the costs
and benefits associated with the resources used to provide electricity to an electric
utility’s retail electricity consumers that are located in this state.””® In other words,
because CETA regulates electricity as a commodity, it does not “not necessarily mandate

retirement, sale, or any other property transactions,” %’

or require that the plant actually
cease operations or otherwise be inoperable to end the working life of coal power. Rather,

it only states that the cost and benefits are to be removed from utility rates.

Next, regarding Staff’s argument that a Legislature’s use of verb tense holds significance,
we acknowledge that a statute framed in the “present-perfect tense can refer to either (1)
an act, state, or condition that is not completed or (2) a past action that comes up to and
touches the present...[where] one might employ the present-perfect tense to describe
situations involving a specific change of state that produces a continuing result.”!%
However, we are not persuaded that the semantics of the single phrase, “has not been
retired”, is controlling here because such framing of the issue is overly narrow and fails
to account for the fact that by the time the rates go into effect on January 1, 2026, the

plant will effectively be retired in Washington state.

While we acknowledge that RCW 19.405.030(3)(b) does not explicitly define each of the
triggering events for retirement, we find that at least two of those triggering events exist
here. These include: (1) acts of governmental authority (i.e., CETA’s December 31, 2025,
deadline mandating that coal be out of rates for Washington ratepayers); and (2) Avista’s
“termination or expiration of ownership” by entering into the A&A Agreement with
NWE to transfer its 15 percent ownership of Colstrip Units 3 and 4 effective January 1,
2026. Simply stated, the purpose of CETA’s mandate incorporated in RCW
19.405.030(1)(a) is to remove coal-fired electricity from Washington’s electricity supply
by the end of December 31, 2025; and such mandate may still be accomplished if
Colstrip Units 3 & 4 are transferred and no longer providing electricity in Washington,
even if they are not entirely shutdown.

% RCW 19.405.020(1).
% Mullins, BGM-1CT at 6:15-16.

190 Hewitt v. United States, 606 U.S. 419, 427-428, 145 S.Ct. 2165, 2172-74, 222 L.ED.2d 613
(2025) citing the Chicago Manual of Style §5.132, p. 268 (17th ed. 2017).
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Based on the above, we find that Avista will have retired coal-fired electricity from its
electrical supply in accordance with the requirements set forth in RCW 19.405.030.
Accordingly, to facilitate a fair, equitable and just transition, we hold that Avista shall not
be precluded from recovering undepreciated investments in Colstrip Units 3 and 4, and
shall be afforded the opportunity to recover any prudently incurred and used and useful
capital investments in Colstrip, as discussed in detail below in Section VI, Investments in
Colstrip.

III. Asset Transfer

Avista entered into the A&A Agreement with NWE on January 16, 2023, to comply with
the CETA requirement to eliminate coal-fired resources from its allocation of electricity
in Washington rates after December 31, 2025. The A&A Agreement transfers the
Company’s 15 percent ownership interest in Colstrip Units 3 and 4 to NorthWestern
Energy (NWE).!! On October 1, 2025 the parties amended the agreement to reflect a
change in the timing of the actual transfer of ownership, which will now occur on January
1, 2026, after the December 31, 2025 deadline in CETA.!%?

AWEC argues that the A&A Agreement should have been brought before the
Commission for approval under RCW 80.12.020. AWEC states in its brief that the
disposal of such property is within the sole jurisdiction of the Commission to authorize
“so long as the property or facility is necessary or useful in performance of the utility’s
duties.” ' AWEC acknowledges that beginning January 1, 2026, Colstrip would not be
necessary or useful in the performance of any Avista duties to Washington customers,
and that even if the agreement were to close in 2026, the Commission should
nevertheless exercise jurisdiction over the A&A Agreement because the agreement
transferred Avista’s interest in Colstrip Unit 3 and 4 prior to the time when CETA
precludes its inclusion in rates.”'** AWEC further argues that the A&A Agreement has
significant impacts on Avista’s Washington ratepayers.'®> AWEC points out the
inconsistency between Avista’s position that the Commission does not have jurisdiction

101 Kinney, Exh. SJK-1T at 14:15-16; Kinney, Exh. SJK-11CT at 6:19-20.
102 Kinney, Exh. SJK-30C.

103 Post Hearing Brief on Behalf of Alliance of Western Energy Consumers (AWEC’s Post
Hearing Brief) at 3 4 6 (October 24, 2025).

104 AWEC’s Post Hearing Brief at 2 9 6, 11 (citing Docket No. UE-001878, Fourth Supplemental
Order at 9 15 (Jan. 25, 2002).

105 AWEC’s Post Hearing Brief at 5-6 § 11-12 (citing Response Testimony of Bradley G. Mullins
on Behalf of Alliance Western Energy Consumers, Exh. BGM-1CT at 7:8-9:14 (July 24, 2025).
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over the agreement under RCW 80.12.020 and its separate argument that it should fully
recover its investment in the assets transferred in the A&A Agreement as a “retirement”
under RCW 19.405.030(3). AWEC emphasizes that “it is unreasonable for the Company
to request cost recovery of life-extending investments in a proceeding where it is also
arguing that the A&A Agreement, which obligates Avista to pay for and then transfer the
value of those investments to NorthWestern for the benefit of NorthWestern’s ratepayers,
is outside of the Commission’s jurisdiction.”!®® AWEC further argues that it would be
similarly unreasonable for the Commission to rely on the time of transfer to avoid
asserting jurisdiction over the agreement.!'?’ Finally, AWEC argues that in the absence of
a sale, Avista could have retained its ownership share and operated its portion of Colstrip
as a merchant plant that is not recoverable through utility rates without impact or
consequence to ratepayers. '

NWEC argues that Avista never obtained Commission approval prior to assigning its
Colstrip assets in the A&A Agreement upon the January 2023 execution of the agreement
in violation of RCW 80.12.020(1).!% NWEC further argues that Avista’s argument that
Colstrip will no longer be used and useful to the public as of December 31, 2025, is
circular, because Avista is abandoning Colstrip to NWE as of the date of that agreement
and suggests that if Avista’s interpretation is correct, then “[s]uch interpretation would
effectively render RCW 80.12.020 meaningless.”!' NWEC argues that Avista
fundamentally mischaracterizes the A&A Agreement as governing only the time period
after which Colstrip Units 3 and 4 will no longer provide electricity to the State’s
ratepayers, and that Avista effectively “contracted away its right to vote on all non-
remediation items between January 16, 2024 and December 31, 2025.!'! While NWEC
states that it is not asking the Commission to void the A&A Agreement, it maintains that
the Commission should not allow Avista to both avoid review of the A&A Agreement

and fully recover costs that allow Colstrip to continue operating beyond December 31,
2025.112

106 AWEC Post Hearing Brief at 6 9 12.
17 AWEC’s Post Hearing Brief at 8-7:2.
108 BGM-1CT at 6:18-7:2; AWEC Post Hearing Brief at 8 q 16.

19Brief of NW Energy Coalition Opposing Avista Corporation’s 2024 & 2025 Colstrip
Investments (NWEC’s Post Hearing Brief) at 8 9§ 19 (October 24, 2025).

HONWEC’s Post Hearing Brief at 8-9 4 20.
M NWEC’s Post Hearing Brief at 9 4 21.
2 NWEC’s Post Hearing Brief at 9 § 23.
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Staff did not address in its post hearing briefing whether RCW 80.12.020 applies to the
A&A Agreement, or if Commission review and approval was required before entering
into this agreement. However, Staff witness McGuire does raise concerns that “Avista did
not cast its votes on the 2024 and 2025 Colstrip capital budgets in a manner that was
consistent with the public interest” and that the A&A Agreement “does not relieve Avista
of its obligation to adhere to the terms of the 2019 GRC Settlement.”!!3

Public Counsel suggests that the Commission consider the transfer agreement in its

prudence analysis and “order that the Company prorate the recovery of those investments

in rates and disallow the remainder based on a finding that their transfer is imprudent.”!!*

In briefing, Public Counsel states that “unless and until Avista obtains Commission
approval for its agreement with NorthWestern, the transaction may be invalid under the

statute” and that it “agrees with AWEC’s proposal for Avista to submit a separate filing

for the Commission to evaluate the prudence of its agreement with NorthWestern.” !>

Avista argues on rebuttal that it was not required under RCW 80.12.020 to obtain
Commission approval for the A&A Agreement with NWE, which applies to the sale,
lease, assignment or other transfer of facilities that are necessary, or useful in the
performance of its duties to the public. Further, Avista acknowledges that as of December

31, 2025, by operation of CETA, Colstrip will no longer be necessary or useful in the

performance of any of its duties to the public.''®

Commission Determination:

RCW 80.12.020(1) provides:

[n]o public service company shall sell, lease, assign or otherwise dispose of
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,
and no public service company shall, by any means whatsoever, directly or
indirectly, merge or consolidate any of its franchises, properties or facilities
with any other public service company, without having secured from the
commission an order authorizing it to do so. The commission shall not
approve any transaction under this section that would result in a person,
directly or indirectly, acquiring a controlling interest in a gas or electrical

13 McGuire, Exh. CRM-1T at 41:19-42:3; see also Kinney, Exh. SJIK-3C.
14 Dreyer, Exh. JMD-1CT at 9:1-3

115 Public Counsel’s Post Hearing Brief at 18 [P 55.

116 Kinney, Exh. SJK-11CT at 9:13-10:4.
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company without a finding that the transaction would provide a net benefit
to the customers of the company.!!’

WAC Chapter 480-143 provides the Commission’s regulations governing transfers of
property. Section 480-143-120 states that:

[a] public service company may not complete a transfer of property
necessary or useful to perform its public duties unless the company first
applies for and obtains, commission approval. Transfers include sale, lease,
assignment of all or part of a public service company’s property, and merger
or consolidation of a public service company’s property with another public
service company.

Regarding a public service company’s application for approval of an asset transfer,

WAC 480-143-170 states that “[1]f, upon the examination of any application and
accompanying exhibits, or upon a hearing concerning the same, the commission finds the
proposed transaction is not consistent with the public interest, it shall deny the
application.”

Where a public service company is required to bring an agreement to the Commission for
approval under RCW 80.12.020(1), and has failed to do so, the Commission “shall deny
the application.” As a result, when the Commission fails to provide any required approval
of an asset transfer, the asset transfer agreement necessarily becomes void. However,
RCW 80.12.020(1) makes clear that the requirement for Commission approval applies to
the transfer of properties or facilities “which are necessary or useful in the performance
of its duties to the public.”!'!8

Pursuant to CETA in RCW 19.405.030(1)(a), each electric utility must eliminate coal-
fired resources from its allocation of electricity on or before December 31, 2025, such
that the costs and benefits associated with coal resources are removed from the electric
utility’s retail customer rates.!!” As Staff witness McGuire points out in testimony, CETA
defines “allocation of electricity” in RCW 19.405.020(1) as follows: “for the purposes of
setting electricity rates, the costs and benefits associated with the resources used to
provide electricity to an electric utility’s retail electricity consumers that are located in
this state [Washington].”!?

N7 RCW 80.12.020(1) (emphasis added).

118 Id

119 See RCW 19.405.020(1).

120 McGuire CRM-1CT at 34:1-10; RCW 19.405.020(1), 19.405.030(1).
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During this proceeding, Avista updated its A&A Agreement to make transfer of its
Colstrip ownership to NWE effective as of 12:00 AM Pacific Time, January 1, 2026. As
such, Avista’s transfer of its Colstrip ownership to NWE will occur after CETA’s
requirement to remove coal from the Company’s allocation of electricity takes effect.
While the A&A Agreement transfers Avista’s ownership interest in Colstrip, it preserves
Avista’s Colstrip transmission rights.

In general, every transfer of property that is useful and necessary from a public service
company to another entity is subject to Commission approval pursuant to RCW
80.12.020. However, by prohibiting the use of certain resources for service in
Washington, CETA has a unique interaction with the transfer of property statute, insofar
as CETA effectively makes certain generating resources neither necessary, nor useful, for
service after a specific point in time. For coal-fired resources, that point in time is
December 31, 2025.%!

Consequently, the Commission determines that the A&A Agreement is not subject to
Commission approval pursuant to RCW 80.12.020 because, at the time Avista’s Colstrip
ownership is transferred to NWE, Colstrip will not be “necessary or useful in the
performance of [Avista’s] duties to the public,” other than the Colstrip transmission
rights, which the Company has retained.

The Commission is cognizant of the fact that this conclusion is unique and unusual.
However, as will be addressed elsewhere in this Order, the fact that the Commission is
not reviewing the A&A Agreement for approval does not mean that the Commission will
refrain from examining actions taken pursuant to the A&A Agreement under other
Commission standards. The Commission’s determination that the A&A Agreement is not
subject to review because Colstrip’s generation will not be necessary or useful in the
performance of Avista’s duties to the Washington public is consistent with

RCW 19.405.030(3)’s requirement that coal-fired resources be removed from Avista’s
allocation of electricity. Moreover, the Commission is not without recourse to fashion
alternative review mechanisms pursuant to its statutory duty to regulate in the public
interest. !>

In order to facilitate future review of the transfer of property that will become unable to
serve Washington customers in the future due to the requirements of CETA, including

12LRCW 19.405.030(1)(a).
122 RCW 80.01.040.
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but not limited to RCW 19.405.030-.050,'?* the Commission requires Avista to comply
with the following condition:

Going forward from the date of this Order, where Avista executes an
agreement transferring assets for the purpose of complying with a
requirement in CETA, Avista must file that agreement with the Commission
for review and, if deemed necessary by the Commission, approval within
five (5) days of entering into the agreement, even where the resource may no
longer be necessary or useful in the performance of its duties to the public
by operation of CETA. In its review of the agreement, the Commission will
consider whether the agreement is consistent with the public interest and
equity concerns of CETA.

The Commission intends Avista’s compliance with this condition going forward to
provide sufficient time for the Commission to review and take appropriate action within
the scope of its regulatory authority, with input from the Company and interested parties,
to ensure that agreements executed to comply with CETA do not contradict or undermine
the goals and intent of CETA or result in consequences otherwise inconsistent with law.

Had Avista brought forward the A&A Agreement for Commission approval, considering
the January 2023 execution date of the agreement, it would have afforded the
Commission and the non-company parties considerable additional time leading up to the
CETA deadline of December 31, 2025, to address the unique circumstances presented by
RCW 19.404.030(1) and provide input on any other extant circumstances that may have
appeared relevant to the transfer and how it may have impacted or benefitted customers.

For example, Avista appears to have executed the A&A Agreement, in which it agreed to
vote consistent with NWE on any investments in Colstrip, despite Avista’s earlier
agreement in Avista’s 2019 GRC settlement that Avista 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.”!2* The six other parties who joined

12 NWEC’s Post Hearing Brief at 2 [P 4 (discussing future decisions the Commission may be
asked to make related to the treatment of fossil fuel generating resources that use fossil fuels other
than coal and that are subject to CETA requirements in RCW 19.405.030); see also Staff Brief at
16 [P 39; Avista Post Hearing Brief at 26 [P 83-88; Supplemental Brief of Public Counsel at 4 [P 5.

124 WUTC v. Avista Corp., Dockets UE-190334, UG-190335 and UE-190222 (Consolidated) Final
Order 09, Approving and Adopting Partial Multiparty Settlement Stipulation Appendix A at 12-13
P 14(j) (March 25, 2020). See also Order 10 Granting Petition to Amend Final Order 09 to Reflect
Modified Stipulation (December 14, 2020) (The Commission approved a proposed amendment to
the settlement that was supported by all settling parties at Paragraph 14(d), which set a date for
feedback from Avista’s Energy Efficiency Advisory Group. No changes were made to 9 14(j).
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and argued in support of the settlement presumably abandoned any litigation positions
they otherwise may have pursued, and that may have influenced a Commission decision
setting rates in the 2019 GRC, absent Avista’s agreement not to pursue certain
investments that extended the operating life of Colstrip.'?® The Commission further
addresses the Settlement approved in Final Order 09 in Dockets UE-190334, et al., in
Section IV of this Order.

As the Commission has determined that the A&A Agreement is not subject to approval
under RCW 80.12.020, it is unnecessary to resolve the arguments regarding whether
Avista could have operated its portion of Colstrip as a merchant plant. However, the
Commission observes that Avista presented credible evidence that the Company faced
financial and legal risks if it elected to operate Colstrip as a merchant plant, Avista had a
difficult bargaining position with respect to Colstrip. Furthermore, insofar as CETA
prohibits the cost and benefits from coal-fired resources from being included in retail
electric customer rates, it is unclear how the operation of Colstrip as a merchant plant
would have any direct or indirect value to Avista’s Washington customers. There is no
analysis in the record before the Commission regarding what those benefits could be, and
the Commission will not presume that such benefits exist in the absence of supporting
evidence. Finally, issues regarding decommissioning and remediation costs are not
properly before the Commission in this case and will be reviewed in a later proceeding
when such costs are proposed for inclusion in rates.

Finally, although RCW 80.12.020(1) does not apply to Avista’s transfer of its Colstrip
ownership interest in the A&A Agreement, the Commission clarifies that it applies a
public interest standard in its review of agreements that are subject to RCW 80.12.020.
While the Commission reviews utility investment decisions for prudence for the purpose
of cost recovery, the Commission does not make prudence determinations when
reviewing asset transfer agreements under RCW 80.12.020.

IV. Avista’s Commitment in the 2019 GRC Settlement Not to Support Life-
Extending Investments at Colstrip

Staff and NWEC have referenced Avista’s participation in the Partial Multiparty
Settlement that the Commission approved without condition in partial resolution of

125 Dockets UE-190334 et. al., Final Order 09, Appendix A at 1 P 1 (The seven parties who joined
the settlement were Avista, Staff, Public Counsel, AWEC, NWEC, The Energy Project, and Sierra
Club.).
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Avista’s 2019 GRC Settlement.'?® All of the non-company parties in this docket also
participated in Avista’s 2019 GRC and supported the terms of the 2019 GRC Settlement
in which Avista made commitments regarding how it would approach “life-extending”
investments at Colstrip going forward. The relevant language is in paragraph 14.j of the
2019 GRC Settlement, beginning with the following:

Avista agrees that it will not support capital expenditures at Colstrip that go
beyond routine capital maintenance costs that extend the plant’s operational
life, beyond December 31, 2025. Capital costs associated with protecting
human health and safety are generally acceptable to the Parties.

Paragraph 14.j also provides the settling parties’ agreement regarding prudence
determinations for Avista’s capital expenditures at the Colstrip plant, including those
related to SmartBurn:

Avista recognizes and confirms that all Colstrip capital expenditures after
December 31, 2017, will be subject to a prudence determination in future
rate proceedings and Avista will provide detailed information, including a
complete record of the decision making, and a full accounting of the costs
related to those project expenditures on an annual basis. This means that
Colstrip capital additions after December 31, 2017, are not included in
Avista’s rate base at this time.”

The Commission approved these terms in Final Order 09, finding, based on the Joint
Testimony, that the Settlement “represents a deliberate effort to align the plan for the
recovery of Colstrip costs with the requirements of CETA,” and that it “seizes the
opportunity to find a solution for the remaining production plant balance for Colstrip,
while mitigating intergenerational inequity issues.”!?’

The Commission referenced the terms of Paragraph 14.j in Avista’s 2020 GRC in
disallowing recovery for Avista’s dry ash project costs, which at the time were not known
and measurable.'?® The Commission explained further that it was “uncertain that Dry Ash
is not a life-extending capital addition.”'?” The Commission did not view Dry Ash as a

126 Dockets UE-190334 et. al, Final Order 09.
127 Dockets UE-190334 et. al, Final Order 09, at 20-21 P 54.

128 WUTC v. Avista Corp., d/b/a Avista Utils., Dockets UE-200900, UG-200901, and UE-200894
(Consolidated), Final Order 08/05 at 98-100 PP 275-279 (September 27, 2021).

129 Dockets UE-200900 et. al., Final Order 08/05 at 100 [P 279.
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routine capital maintenance measure and, absent a sufficient showing by Avista that Dry
Ash was not life-extending, the Commission was “unconvinced that it should be allowed
in rates.”!3°

Here, despite its agreement in the 2019 GRC Settlement not to support life-extending
investments beyond 2025, Avista argues that it should recover “the full undepreciated
value of the capital investments” it made in the Colstrip plant in 2024 and 2025. The
investments offered for recovery in the initial filing include 73 capital projects, all of
which have useful lives beginning in either 2024 or 2025 and extending to varying
degrees beyond December 31, 2025, despite Avista’s agreement in its 2019 GRC that it
“will not support capital expenditures at Colstrip that go beyond routine capital
maintenance costs that extend the plant’s operational life, beyond December 31,
2025.7131

Avista nevertheless asserts that that it did not “support” these 73 investments despite
being subject to the O&O Agreement and maintains that it acted reasonably to avoid

unnecessary investments even at the full value of capital investments. !

Avista argues further that:

[1]t is not uncommon (indeed, it is to be expected) that the purchaser of an
operating facility would insist on the delivery of the asset to be in good
working order at closing (January 1, 2026); to that end, it is common-place
for the purchaser to “direct” the voting of the seller to satisfy itself that the
plant would be delivered in good working order, not only at closing but for
the foreseeable future. No reasonable purchaser would allow the plant to be
starved of needed capital investment in the meantime, so it has to somehow
play catchup on needed investments for years to come. '**

Additionally, Avista argues: (1) that the overall level of capital spending for 2024 and
2025 was consistent with prior years and was not trying to “load up” unnecessary capital
investments to NWE's benefit in future years;'** (2) that non-company parties were
unable to demonstrate that the 2024 and 2025 investments were unnecessary for the

130 Id.

By

132 Avista’s Post Hearing Brief at 9 q 30.
133 Avista’s Post Hearing Brief at 10 P 31.
134 Avista’s Post Hearing Brief at 10 P 32.
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ongoing operation of the plant; and (3) that Avista had a legal obligation to deliver the
plant in good working order consistent with sound maintenance practices. '*>

Avista attempts to distinguish its agreement in the 2019 GRC Settlement to “not support”
capital projects at the Colstrip plant that are life-extending beyond 2025, from its
“voting” to support the investments consistent with NWE's direction under the A&A
Agreement during the interim period between the January 2023 execution and the
January 1, 2026 closing.'*® Avista differentiates its supporting votes in favor of the
investments from its participation in budgeting, in which Avista states that it “did not
lend ‘support’ (operative language of settlement) for projects that provided no value for
Avista’s customers.”!*” To bolster its argument, Avista points to its efforts to pro-rate the
share of dollars assigned to “long-lived enhancement work,” reflected in Exhibit I to the
AA Agreement, which allocates responsibility for outage and capital costs over time. '*8

While all the non-company parties in this docket oppose Avista’s recovery of at least the
portion of the life-extending capital expenditures attributable to services after December
31, 2025, NWEC and Staff also assert that because Avista violated the 2019 GRC

Settlement, it should be prohibited from recovery of these amounts. '’

NWEC points to the Commission’s disallowance of Avista’s Dry Ash Waste Disposal
System in Avista’s 2020 GRC as an indication of the Company’s agreement to not
support life-extending investments at Colstrip and argues that Avista has a duty to
demonstrate that its investments in Colstrip are not life extending before it can recover
those investments in rates.'** NWEC asserts that 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,” and “urges the
Commission to give Avista’s doublespeak little weight, use common sense, and conclude

that voting for something is supporting it.” 4!

135 Avista’s Post Hearing Brief at 10 P 33
136 Avista Post Hearing Brief at 18 P 54.
137 Avista’s Post Hearing Brief at 18 9 55 (quotations included).

138 Avista’s Post Hearing Brief at 18 99 55-56, Kinney, Exh. SJK-11CT at 30:14-18, 31:3-9 and
AA Agreement Section 7.1(b)(iv)(B).

139 Mullins, Exh. BGM-1CT at 2:12-18, 10:3-9; Dreyer, Exh. JMD-1CT at 4:1-21; Cebulko, Exh.
BTC-1CT at 6:4-10, 27:3-14; McGuire, Exh. CRM-1CT at 40:6-11, 41:3-5, 42:15-43:17.

140 NWEC’s Post Hearing Brief at 3-4 9 8.
H4INWEC’s Post Hearing Brief at 4-4 99 9-12.
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Staff also asserts that Avista bargained away the right to seek recovery of certain costs
related to its Colstrip investments “by settling its 2019 general rate case, in part, by
agreeing not to support capital expenditures at Colstrip that go beyond routine capital
maintenance costs that extend the plant’s operational life beyond December 31, 2025.”14
Staff also points to the Commission’s reference to this term in its disallowance of
Colstrip investments in 2020 where Avista failed to show sufficiently that its investments
were not life extending. '3

Staff cites the Merriam-Webster dictionary definition of “support” as “to argue or vote
for.” Staff asserts that Avista’s commitment in the A&A Agreement constituted support
for investments that extend the life of the Colstrip plant, contrary to Avista’s commitment
in the 2019 GRC Settlement that it would not support life-extending investments at
Colstrip.'#

Staff witness McGuire states that Avista now seeks recovery of “numerous investments
in long-lived plant that appear to go well beyond recurring maintenance work.”!#®
Specifically, McGuire notes that of the 73 projects, 29 of them do not fit Avista’s
definition of recurring maintenance work, 25 of those have an expected service life of ten
years or greater, and ten have an expected service life of 25 years or greater. !4

Commission Determination

Avista’s arguments regarding whether voting in support constitutes actual support focus
more on whether Avista’s investment decisions were prudent rather than whether those
decisions were consistent with the 2019 GRC Settlement. Either way, there is no dispute
that the text of the 2019 GRC Settlement states that Avista “will not support capital
expenditures at Colstrip that go beyond routine capital maintenance costs that extend the
plant’s operational life, beyond December 31, 2025.”147

Whether Avista’s investments in the 73 projects at issue in this proceeding were in
accordance with “standard operating procedure” or not, Avista made financial

142 Staff’s Post Hearing Brief at 15 P 35.

143 Staff’s Post Hearing Brief at 15 P 35; McGuire, CRM-1CT at 10:14-11:8, 16:5-7, 37:5- (citing
Avista 2020 GRC Order at 100 [P 279).

144 Staff’s Post Hearing Brief at 5-16 [P 37.

14 McGuire, Exh. CRM-1CT at 29:5-6.

146 McGuire, Exh. CRM-1CT at 38:20-39:1-6.
147 McGurie, Exh. CRM-1CT at 40:9-11.
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investments in, and thereby supported, the projects to ensure that Colstrip Units 3 and 4
were “delivered in good working order, not only at closing but for the foreseeable
future.” To the extent the foreseeable future extends beyond 2025, Avista has acted

contrary to its agreement in the 2019 GRC Settlement.!*®

We presume Avista’s commitment not to support capital expenditures in Colstrip beyond
routine capital maintenance costs that extend the plant’s operational life beyond
December 31, 2025, factored in the decisions of six other parties to join the settlement in
Avista’s 2019 GRC and to abandon litigation positions that otherwise might have
influenced the Commission’s decision in that case. The Commission set rates in that case
based on the joint support of the settling parties who relied on Avista’s commitment not
to support life-extending investments beyond the CETA deadline for the removal of coal-
fired resources from Washington customers’ allocation of electricity. '’ Absent an
amendment to Final Order 09 in Dockets UE-190334 et.al., the terms of the 2019 GRC
Settlement were in effect in January 2023 when the A&A Agreement was executed and
remain in effect now and going forward.

However, because this docket concerns Avista’s request to recover its investments in the
Colstrip plant and is not a complaint for penalties that would have otherwise put Avista
on notice of violations of the 2019 GRC Settlement, the Commission is not imposing
penalties for any such violation in this Order.

V. Inclusion of 2025 Plant Additions Despite the “One-Year Lag” Language in
Avista’s 2022 GRC Settlement

Staff witness McGuire recommends that the Commission take action pursuant to

WAC 480-07-370(3)(a) to “amend the Final Order of the Company’s 2022 GRC and
relieve Avista of the requirement under the Settlement that Avista include Colstrip plant
additions in Schedule 99 rates on a one-year lag.”!>* However, neither Staff nor any other
party continues this recommendation on brief. As discussed below, we decline to amend
Final Order 10/04, because both the Final Order 10/04 and the 2022 GRC Settlement
include language that contemplates Avista’s ability to recover 2025 Colstrip plant
additions through a Colstrip Tracker Schedule 99 filing.

148 Final Order 09 Appendix A at 12-13 P 14()).

149 See Partial Multiparty Settlement Stipulation, Final Order 09, Appx. A at 1, P 1 (Mar. 25, 2025)
(The seven parties who joined the settlement were Avista, Staff, Public Counsel, AWEC, NWEC,
The Energy Project, and Sierra Club.); RCW 19.405.030(1).

150 McGuire, Exh. CRM-1CT at 36:18 - 37:3.



92

93

94

95

DOCKET UE-240891 PAGE 31
FINAL ORDER 08

The Commission approved the Colstrip Tracker and Tariff Schedule 99 in its resolution
of Avista’s 2022 general rate case (GRC) in Final Order 10/04 approving with conditions
a Full Multiparty Settlement Stipulation (Settlement or 2022 GRC Settlement). The
Colstrip Tracker is discussed in paragraph 14.b of that settlement, in which Avista agreed
that “it would track all Colstrip costs other than transmission investment and costs
included in Avista’s Energy Recovery Mechanism including but not necessarily limited

to O&M expense, depreciation expense, D&R costs, and return on rate base.”!>!

All future Colstrip investments, including pro forma Colstrip investments that were
included in the 2022 GRC, were to be recovered separately through this tracking
mechanism, subject to review, including but not limited to an examination of prudence.
Under the 2022 GRC Settlement, the review of Colstrip investments proposed for

inclusion in this mechanism will occur through Avista’s annual tariff revision for the
Colstrip tracker for separate ratemaking treatment.

In the Joint Testimony supporting the Settlement, parties stated that for recovery of any
unrecovered Colstrip net rate base costs after December 31, 2025, “the Company will
have an opportunity in a future proceeding or Tariff Schedule 99 Compliance filing to
propose recovery of any unrecovered balances deemed prudent by the Commission as of
December 31, 2025, that still allows the Colstrip balances to be removed as required at
December 31, 2025.”152

The Joint Testimony explains that the Colstrip Tracker would be administered through
Tariff Schedule 99 with the initial rate effective date of December 21, 2022, concurrent
with the 2022 GRC, and would be reset each January 1st thereafter, via a filing made
each October 3 1st until all prudently incurred costs are recovered.'> Prudency of the
incurred costs would be reviewed in each year’s annual filing, and the tracker would
recover non-O&M items “on a one-year lag, using actuals through August 31st and
estimates through December 31st of the filing year” and “[aJmounts that were included in

Schedule 99 on a forecast basis will be trued-up to actuals in each annual tariff filing.” !>

151 Settlement at 6-7, par 14b (citing 2019 PSE GRC Final Order 08/05/03, Dockets UE-190529,
UG-190530, UE-190274, UG-190275, UE-190991, AND ug-190992 (consolidated), at par. 388
& 425 (discussing why Staff believes a tracking mechanism is the appropriate way to recover
these costs).

152 Staff Response to Bench Request No. 1, Attachment A, Supplemental Joint Testimony, JT-3T
at 12:20-24.

133 JT-3T at 6:7-10 (emphasis added).
154 JT-3T at 6:20-21
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In addition, the Joint Testimony states that “[e]xcept for costs associated with regulatory
assets and liabilities, all costs for Colstrip capital investment and operating expenses will
be removed from Tariff Schedule 99 and customer rates effective January 1, 2026, per the
Clean Energy Transformation Act (“CETA”).” This discussion references the CETA
deadline in RCW 19.405.030(1)(a), which requires:

[o]n or before December 31, 2025, each electric utility must eliminate coal-
fired resources from its allocation of electricity. This does not include costs

associated with decommissioning and remediation of these facilities. !>’

That Avista would recover Colstrip plant investments on a “one-year lag” is also stated in
the illustration that appears in the Joint Testimony Exhibit JT-3T and Exhibit JT-4.1%° As
Staff witness Chris McGuire explains, “2023 rates would include plant additions through
2022, 2024 rates would include plant additions through 2023, and 2025 rates would
include plant additions through 2024.” For 2026, however, the December 31, 2025,
CETA deadline appears to disallow utility recovery of costs for coal-fired resources from

Washington customer rates. !’

To address recovery of 2025 plant additions despite CETA’s December 31, 2025, coal-
fired resource deadline, the settling parties state in Exhibit JT-3T that to recover Colstrip
net rate base costs after December 31, 2025, “the Company will have an opportunity in a
future proceeding or Tariff Schedule 99 Compliance filing to propose recovery of any
unrecovered balances deemed prudent by the Commission as of December 31, 2025.!5

Final Order 10/04 acknowledges this cost recovery on a one-year lag, but also recognizes
the CETA requirement “to remove the total costs for Colstrip capital investment and
operating expenses, excluding Colstrip transmission investments and ongoing D&R costs
from customer rates after December 31, 2025,” referencing the Joint Testimony
discussion of the opportunity to recover the unrecovered balances deemed prudent by the
Commission as of December 31, 2025. Final Order 10/04 also states that “beginning

155 RCW 19.405.030(1)(a).
156 JT-4; JT-3 at 7:1-9.
57 RCW 19.405.030(1)(a).
158 JT-3T at 12:20-24.
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January 1, 2026, the Colstrip Tracker will include only annually updated ongoing D&R

net rate base balances and Colstrip Regulatory amortization expense.” !

Commission Determination:

Staff witness McGuire discusses possible confusion between the CETA December 31,
2025, deadline, the one-year lag language in the 2022 GRC Settlement, and in certain
paragraphs of Final Order 10/04. However, the Commission determination language of
Final Order 10/04 does not disallow recovery of 2025 plant additions or otherwise restrict
Avista’s recovery of those costs to a “one-year lag” that would be impossible to
implement by virtue of CETA. Accordingly, no party argues on brief in this docket that
an amendment is required, and we do not view Avista’s recovery of prudently incurred
used and useful 2025 plant additions as a violation of the 2022 GRC Settlement, or Final
Order 10/04.

VI. Investments in Colstrip

In its October 31, 2024, initial Tariff Schedule 99 filing, Avista requested a rate increase
of approximately $18.2 million, or 2.7 percent, for recovery of 2024 and 2025 costs
associated with Colstrip Units 3 and 4, and allocated $10.9 of the $18.2 million in plant
additions to Washington.'®® However, on rebuttal Avista revised its position “to include
approximately $12.0 million in system-wide Colstrip plant investments for 2024 and
2025,”1%1 and effectively reduced its Washington’s share of plant additions from $10.9 to
7.7 million.'%?

In response, Staff, AWEC, and NWEC proposed Colstrip 2024 and 2025 capital
investment recovery amounts of $5.6 million, $3.0 million, and $1.98 million
respectively, as illustrated in Table 1 and discussed in further detail below. '3

159 Wash. Utils. Transp. Comm n v. Avista Corp., d/b/a Avista Utils., Dockets UE-220053, UG-
220054, and UE-210854 (consolidated) (Avista 2022 GRC) Final Order 10/04 at 23, P 66 (Dec.
12, 2022).

160 Kinney, Exh. SJK-1T at 7:11-13 and SJK-9C. Of the $10.9 million, $3.2 million is attributed
to 2024 plant additional and $7.7 million to 2025 plant additions. Kinney, Exh. SJK-8C (2024
Capital Budget) and SJK-8C (2025 Capital Budget).

161 Avista’s Post Hearing Brief at 3 4 7.
162 Avista’s Post Hearing Brief at 2 9 5 and Andrews, Exh. EMA-1CT at 2:5-10.
163 Avista’s Post Hearing Brief at 2 6.
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Staff separated its analysis of the 73 capital expenditures at issue in this proceeding into
six categories, recommending that “the Commission disallow recovery of all, or a portion
of 25 of the 73 projects.”!®* The 73 capital expenditures at issue consist of:

(1) 6 SmartBurn projects; '

(2) 3 projects not likely to go into service in 2025;

(3) 16 long-lived assets, which have longer useful lives than four years;

(4) 21 routine maintenance projects;

(5) 11 human safety projects; and

(6) 16 de minimis costs.

Staff did not contest the last three of those categories but did recommend disallowing all
or portions of the others.!*® NWEC categorizes the projects similarly to Staff,'®’ but treats
the majority of the projects it disputes as long-lived assets with two of the projects that
Staff categorized as de minimis, as intending to promote human safety. Unlike Staff who
states that there are a total of 11 human safety projects, NWEC maintains there are a total
of 13.1%8 Specifically, NWEC recommends disallowing recovery of the first three
categories and allowing a pro rata share of cost recovery for major maintenance, and full
recovery of the 13 human safety projects.'®® Conversely, AWEC and Public Counsel
recommend “prorating all capital additions based on their useful life,” with in-service
dates prior to December 31, 2025,'"° and do not contest the inclusion of the 13 human
safety projects’ allowance in rates. While Public Counsel did not provide a specific
breakdown of the amounts that Avista should be allowed to recover, Public Counsel

164 McGuire, CRM-1CT at 3:6-7.

165 Avista’s six 2024 and 2025 capital investment projects related to SmartBurn are:(1)
Separate Over Fire Air (SOFA) Bucket Replacement (U3) system; (2) Boiler Burner Aux
Air Replacement U3; (3) Top Over Fire Air (TOFA) Bucket Replacement U3; (4) Boiler
Burn Aux Air Replacement U4; (5) SOFA Bucket Replacement U4; and (6) TOFA Bucket
Replacement U4.

166 Staff’s Post Hearing Brief at 2 9 5 and footnote 3, and McGuire, CRM-1CT at 3:8-13.
Specifically, “Staff did not contest Avista’s request to recover routine maintenance costs, based on
Staff’s reading of Avista’s 2019 GRC Settlement...which imply that Avista may recover routine,
“non-life extending assets.” Additionally, Staff did not contest the 16 de minimis projects because
they did not materially impact rates or the recovery of the human safety projects because the
benefits justified the costs. See also McGuire, Exh. CRM-1CT at 6:10, and 6:19-7:10.

167 Cebulko, BTC-1CT at 19:10-15.
168 Cebulko, BTC-1CT at 35:13-22 and 36:1-3 (Table 6).
169 Cebulko, BTC-1CT at 3:8-14.

170 Dreyer, Exh. JMD-1CT at 3:11-14 and JMD-2T at 3:6-18 citing to Mullins, Exh. BGM-1T at
11:18-20.
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agrees with AWEC’s proposed approach of “prorating all 2024 and 2025 capital
additions based on their useful life,” with in-service dates prior to December 31, 2025.17!

To provide an overview of each of the parties’ proposals for recovery of Colstrip capital
investments in rates, we have incorporated the table below, which has been adapted from
Avista’s redacted rebuttal testimony,!’? and cross-referenced each party’s responses and
cross-answer testimony.

Table 1 —2024 and 2025 Investment — Summary of Positions!Z3

2024 and 2025 Capital Investment Proposals by Party (in millions)

Avista Staff | AWEC | NWEC | Public
Revised!™ Counsel
10,802 | 10,932| 10,932 | 10,932 (1)
SmartBurn (65) (578) (641)
Long-Life (Pro-Rate to NWE or Remove) | (1,171) (2,892)| (7,914)| (6,436)
Not Used and Useful (Remove) (1,824) | (1,873) (1,873)
Total to Remove (3,060) | (5,343)| (7,914)| (8,950)
Proposed Recovery 7,742 5,589 | 3,018 1,982
Difference between Proposals (2,153)| (4,724) | (5,760)

(1) Public Counsel did not provide a breakdown of their proposal.

As illustrated above in Table 1, Avista’s revised position for Colstrip 2024 and 2025
Capital investments includes recovery in Schedule 99 for calendar year 2025, totaling
$7.7 million. The $7.7 million revised amount is comprised of “a $4.8 million reduction

' Dreyer, Exh. JMD-1CT at 3:11-14 and JMD-2T at 3:6-18 citing to Mullins, Exh. BGM-1T at
11:18-20.

172 Andrews, Exh. EMA-1CT at 13:1-8.
173 See Table 2, excerpted from Kinney, SJK-11CT at 23:1-9 and Table 6, Andrews, EMA-1CT at
13:1-8.

174 Avista notes that there were minor differences in the “As-filed” amount of $10.8 million based
on estimated as-filed monthly transfers to plant of 2024 and 2025 additions and that the “As-
field” amount of $10.9 million reflects detailed balances by project provided with the Company
filing. /1d.




107

108

DOCKET UE-240891 PAGE 36
FINAL ORDER 08

2175 and

in total system investments,” and “a $3.1 million decrease in Washington’s share,
“reflects the removal of three general categories of disputed investments, including: (1)
the removal of $65,000 in SmartBurn-related investments mistakenly included in the
Company’s initial filing; (2) $1.2 million of investment prorated to NWE; and (3) $1.8
million in investment deemed not used and useful by December 31, 2025, and assigned to
NWE.”17® Accordingly, if the Commission were to exclude the 2024 and 2025 capital
investments proposed by Staff and the other parties, Avista maintains that the portions of
investments removed “would require an immediate write-off on Avista’s books of record
in 2025, ranging between $2.2 million (Staff) to $5.8 million (NWEC),” which would

adversely impact the Company’s actual earnings and credit rating. '7’

To demonstrate that it has met its burden to recover its 2024 and 2025 Colstrip capital
investments, Avista focuses its arguments on the four factors the Commission typically
considers when determining prudency, and addresses to a lesser degree how the
Company’s capital additions satisfy the used and useful standard.'”® In addition, each of
the other parties’ arguments do not necessarily distinguish clearly between the concepts
of prudence and used and useful. Despite the parties’ intermingling of these concepts in
testimony and briefing, the Commission will first consider how each party addresses the
requirement that the capital project investments for which a utility company request cost
recovery are used and useful for service to Washington customers.

A. Used and Useful

As mentioned above, the Company does not discuss how its Colstrip investments meet
the Commission’s used and useful standard with the same level of particularity as it does
in its prudence arguments.'”’ Specifically, Avista argues that its Colstrip investments at
issue in this docket are necessary to maintain safe and reliable operation of Colstrip Units
3 & 4 for the benefit of Avista’s customers. ' Avista further discusses the regular

175 Andrews, Exh. EMA-1CT at 7:7-9.
176 Andrews, EMA-1CT at 7:16-18 and 8:1-2.
177 Andrews, EMA-1CT at 3:27-28. 4:1-4 and 13:9-12.

178 The four factors include the: (1) Need for the Resource; (2) Evaluation of Alternatives; (3)
Communication with and Involvement of the Company’s Board of Directors; and (4) Adequate
Documentation as set forth the Commission’s Standard for Prudence.

179 Kinney, Exh. SJK-1T at 4:1-2.
180 Kinney, Exh. SJK-1T at 2:1-2.
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periodic maintenance of the plant in the context of the cost-benefit considerations Avista

considered when making the investments. '8!

To support its contention that customers benefit from the lower power supply costs
enabled by these investments, Avista argues that without operation of Avista’s Colstrip
Units 3 and 4, system power costs would have been at least $84.2 million, or nine percent
higher than what was included in its 2024 GRC compliance filing that set rates for 2025.
Avista also contends that this does not include the cost of replacing Colstrip’s
contribution to Avista’s capacity and reliability requirements that would have added an
additional $120.5 million, system-wide.'3? Avista further explains that the investments
“were necessary to address reliability and safety of Colstrip from the time they are
installed through their end of life,” but acknowledges that “Avista’s customers have and
will continue to receive the benefit of energy generated by Colstrip through” and “until
the end of 2025.”!83 For these reasons, Avista maintains that the capital projects at issue
are used and useful as follows.

Projects that May Not be In Service and Used and Useful Before the End of 2025

First, Avista requests recovery of three specific projects for which the in-service dates
have been “in flux.”!3* These include: (1) the U4 Generator Exciter; (2) the North
Cheyenne AAQ system; and (3) the Baghouse. On rebuttal, Avista acknowledges that the
Baghouse project will not be in-service in 2025 and removes its request to recover the
$65,000 in costs for this project.'®> However, Avista seeks a pro rata recovery of four
percent of the costs incurred for the U4 Generator Excitor based on the A&A Agreement
it entered into with NWE, in which the remaining 94 percent was apportioned to NWE. %
Avista also seeks full recovery of the Northern Cheyenne AAQ system, and it contends
that both of these projects will be completed in October 2025 and are necessary projects

to continue operating the plant in 2025.'%7

181 Kinney, Exh. SJK-1T at 7-8.
182 Kinney, Exh. SJK-1T at 13:1-9.
183 Kinney, Exh. SJK-1T at 11:16-21, 13:17-18, 15:15-22, 17:14-21.

184 Kinney, Exh. SJIK-11CT at 18:2-4; See also Mullins, Exh. BGM-1CT at 10:10-18; McGuire,
Exh. CRM-ICT at 9-11.

185 Kinney, Exh. SJK-11CT at 18:2-4; see Mullins, Exh. BGM-1CT at 10:10-18; McGuire, Exh.
CRM-1CT at 9-11.

186 Avista’s Post-Hearing Brief at 17 § 51 and Kinney, Exh. SJK-11CT at 28:2-6.
187 Kinney, Exh. SJK-11CT at 28:4-7.
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In response, Staff, Public Counsel, NWEC, and AWEC accept Avista’s rebuttal position
on the Baghouse project, given that this investment does not qualify for recovery and will
not go into service until after December 31, 2025.'% However, with respect to the other
two projects, Staff recommends the Commission only allow Avista to recover a prorated
share of the U-4 Generator Excitor and North Cheyenne System “because their useful
lives will exceed Colstrip’s four-year routine maintenance cycle.”'® Similarly, Public
Counsel'”® and AWEC ! recommend that the Commission prorate these capital
additions based on their useful life and only provide Avista recovery for the portion in
service prior to December 31, 2025.'°2 NWEC continues recommending that the
investments be denied on the basis that they explicitly extend the life of the plant.'*?

Routine Maintenance and Long-Lived Asset Projects

As for the 21 routine maintenance projects and 16 long-lived assets, '** Avista argues that
the Commission should reject NWEC’s proposal to prorate routine maintenance and
disallow long-lived assets and instead adopt the Company’s and Staff’s position'®” to
allow recovery of the 21 routine maintenance projects.'*® Avista explains that “Colstrip
major maintenance projects operate at a cycle that years of experience by plant staff have
found meet efficient and safe operating cadence.”!®” Avista also argues that the
Company’s agreement in the 2019 GRC Settlement not to support investments at Colstrip
beyond routine capital maintenance and that extend the plant’s operational life beyond

188 Staff’s Post Hearing Brief at 5 9 12, Public Counsel’s Post Hearing Brief at 22-23 q 68,
NWEC’s Post Hearing Brief at 2 4 5, Cebulko, BTC-1CT at 25:8.

189 Staff’s Post Hearing Brief at 5 9 12.

190 Public Counsel Post Hearing Brief at 22-23 9 68.

191 Mullins, Exh. BGM-1CT at 10:17-18.

192 Mullins, BGM-1CT at 11:18-21 and Mullins, Exh. BGM-3C.

193 Cebulko, BTC-1CT at 25:7-9 and BTC-5C (Avista’s Response to NWEC DR 016,
Attachments A and B).

194 Kinney, Exh. SJK-1T at 8:17-18 citing to McGuire, CRM-1CT at 15:12-15, and McGuire,
Exh. CRM-2C.

195 McGuire, Exh. CRM at 9-11 and CRM-2C at 2:28-48. Staff categorizes 21 projects as routine
maintenance, which it defines as needing to be replaced every four years or less, and maintains
that since “routine capital maintenance costs as Colstrip are generally accepts it does not dispute
recovery of these projects.

196 Avista’s Post Hearing Brief at 17 9 52 and Kinney, Exh. SJK-11CT at 29:1-4.
197 Kinney, Exh. SJK-11CT at 29:1-17.
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December 31, 2025, meant only that it would not support capital projects, but did not

apply to “voting per se.” %

To further bolster the argument that it did not support long-lived assets that did not
benefit Washington customers, Avista argues that it challenged “the allocation of dollars
assigned to long-lived enhancement work, so as to only accept a smaller, pro-rated share
of the items that would otherwise extend the useful lives of the Project beyond 2025,”
and successfully apportioned certain long lived costs to NWE.!?” Avista argues that this
process was successful because it was able to garner NWE’s agreement and support to
reduce Avista cost responsibility of several 2024 and 2025 capital expenditures as well as
the proration of long lived assets, effectively allocating $1.17 million of the Washington
share of costs away from Avista to NWE, and reducing the Company’s overall requested
capital down from $10.8 million to $7.7 million.?%

Staff recommends that the Commission prorate the costs associated with Avista’s 16
long-lived projects that represent investments in long-lived plant, which it argues
Washington ratepayers will not benefit from beyond December 31, 2025.2%! Staff defines
‘long-lived’ ““as an asset with an expected service life greater than four years, which
distinguishes those assets from routine maintenance projects.”?%? Staff asserts that while
the investments provide some benefit to Washington customers, the investments will not
be able to provide the full benefit associated with their respective useful lives due to
CETA’s prohibition on coal power in Avista’s allocation of electricity.?’* For support,
Staff refers to the Commission’s final order in Avista’s 2020 GRC, where the
Commission rejected Avista’s request to recover costs of its Dry Ash Disposal Project
because Avista had not shown that the project was not life-extending.?** Staff maintains
that because CETA prohibits coal in the Company’s allocation of electricity beginning in

198 Avista’s Post Hearing Brief at 18 99 53-54 citing Dockets UE-190334 et.al., Final Order 09
Appendix A at 12-13 P 14(j) (March 25, 2020).

199 Avista’s Post Hearing Brief at 18 9 55 and 19 9 58 citing to Kinney, Exh. SIK-14C, Long
Lived Assets with NWE.

200 Avista’s Post Hearing Brief at 20 4 60, and Kinney, SJK-11CT at 4-6. See also Table 1 at 95
of this Order.

201 McGuire, Exh. CRM-1CT at 3:12-13, 11:18-20.

202 McGuire, Exh. CRM-1CT at 15:4-5. See McGuire, Exh. CRM-2C at 2:58-73 for the 16 long-
lived plant additions Staff is contesting in this case.

203 McGuire, Exh. CRM-1CT at 15:21-22, 16:1-7.

204 Staff’s Post Hearing Brief fn. 3 (citing WUTC v. Avista Corp., Dockets UE-200900 et. al.,
Order 08/05 at 100 9 279.
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2026, the Company should only be authorized to recover a proportional share of costs
associated with long-lived assets because they will only benefit Washington customers

for a portion of their overall useful life.?%®

NWEC argues that the Commission should prorate Avista’s recovery based on the
portions of the investments that are used and useful from the perspective of Washington
customers considering CETA’s timelines and disallow the portion of useful life extending
past December 31, 2025.2° NWEC cites Commission precedent that utilities 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, such as through the flow of power from a resource to customers, and/or
indirectly such as the reduction of cost to Washington customers through exchange
contracts or other tangible or intangible benefits.2”” NWEC argues that because Avista
ratepayers will not benefit from Colstrip’s operation beyond December 31, 2025, they
cannot be required to pay for Colstrip’s long-term operation.?%

Public Counsel argues that investments in Colstrip Units 3 and 4 will not be used and
useful to Washington ratepayers after December 31, 2025, and that costs associated with
capital additions related to Colstrip operations after that date must be excluded from
rates.??? Public Counsel further argues that requiring “Washington ratepayers to subsidize
coal-fired power for customers in Montana or elsewhere violates the statutory used and
useful standard, defeats the purpose of CETA,” and “belies the...[Commission’s]
directive to regulate in the public interest.”?!° To support its contention that there is no
direct benefit of operating Colstrip facilities to Washington customers after December 31,
2025,%!! Public Counsel further asserts that including costs associated with Colstrip
capital assets in service beyond 2025 will result in rates that are not fair, just, reasonable,
and sufficient because Washingtonians will be unable to attain any value or benefit from
the investments and will be harmed from an economic and environmental perspective by
the inclusion of these investments in rates, which are contrary to the “letter and spirit” of

205 Staff’s Post Hearing Brief at 21-22 4 53.
206 NWEC’s Post Hearing Briefat 2 P4 and 13 P 31.

207 NWEC’s Post Hearing Brief at 2-3 [P 6 (citing Wash. Utils. & Transp. Comm 'n v. PacifiCorp.,
PacifiCorp, d/b/a Pacific Power & Light Co., Dockets UE-050684 & UE-050412, Order 04/03,
50 (Apr. 17, 2006)).

208 Id

299 Public Counsel’s Post Hearing Brief at 14 § 44
210 Pyblic Counsel’s Post Hearing Brief at 1-2 4 4.
211 Pyblic Counsel’s Post Hearing Brief at 3 9 10
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CETA.2'? Finally, Public Counsel maintains that Avista has not presented any evidence
that allowing only a prorated portion of its Colstrip capital additions into rates will result
in insufficient revenue for the Company to continue operating.?'* Therefore, Public
Counsel recommends the Commission allow recovery of Avista’s capital investments on
a prorated basis so that Avista customers “only pay for a share of each plant addition

proportional to their share of that plant addition’s expected service life.”?!*

Similarly, AWEC expresses concerns of Avista’s request for “cost recovery of life
extending investments,” in the plant “that do not benefit Avista’s ratepayers,” and
emphasizes that NWE “should be obligated to pay a fair value for that share, including
reimbursement for the value of capital additions made by Avista that will benefit its
customers.”?!> AWEC requests that the Commission “reaffirm its used and useful

standard as part of this proceeding,”!¢

and recommends “disallow[ing] recovery [of] the
portion of all capital investments with a depreciable life beyond December 31, 2025,
attributable to service after that date, consistent with the cost recovery requirements that
plant included in rates be both used and useful and prudent.”?!” Finally, AWEC requests
that Avista be required to “create a regulatory liability for any over-collection from
customers” and be ordered to refund any over-collected amounts “[i]f actual in-service
dates are December 31, 2025, or later...consistent with Avista’s compliance filing

proposal.”?!®
De Minimis Projects
Avista requests to recover the 14 projects that Staff deems “de minimis” and having an

immaterial impact on rates. NWEC, AWEC, and Public Counsel argue that the
Commission should apply the used and useful standard and prorate Avista’s recovery of

212 Pyblic Counsel’s Post Hearing Brief at 18-19 9 57- 58.
213 Pyublic Counsel’s Post Hearing Brief at 19 9 59.

214 Public Counsel’s Post Hearing Brief at 24 4 72.

215 Mullins, Exh. BGM-1CT at 2:12-18.

216 AWEC’s Post Hearing Brief at 9-10 q 19 citing to Dockets UE-050684, UE-050412, and UE-
060669 (Consolidated), Order 06/05/02 at 4 15 (July 14, 2006) (recommending the Commission
continue to interpret plant to be ‘used and useful’ when it benefits ratepayers in Washington either
directly or indirectly.

217 Mullins, Exh. BGM-1CT at 3:7-8 and 3:11-14. See also Mullins, Exh. BGM-3 in support of its
recommended 2024 and 2025 reductions to capital.

218 Mullins, Exh. BGM-1CT at 10:21, 11:1 and 11:3-5 citing to Mullins, Exh. BGM-4, Avista’s
Response to Staff’s Data Request No. 12.
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these project costs corresponding to the portion of the useful lives during which they
were used and useful to Washington customers.

Human Health & Safety Projects

Avista requests recovery of 13 human health and safety projects in its initial filing. The
non-company parties do not contest recovery of these projects. Staff witness McGuire
discusses the extent of health benefits of these projects conferred on ratepayers versus the
costs of the investments. NWEC cites the 2019 GRC Settlement language in which the
settling parties agreed that capital costs associated with the protection of human health

and safety are generally acceptable.?!”

Commission Determination:
RCW 80.04.250 provides, in relevant part, that:

The commission shall have power upon complaint or upon its own motion
to ascertain and determine the fair value for rate making purposes of the
property of any public service company used and useful for service in this
state by or during the rate effective period and shall exercise such power
whenever it deems such valuation or determination necessary or proper
under any of the provisions of this title.

When calculating a utility’s rate base for ratemaking, if the Commission determines that
the utility plant “is neither employed for service nor capable of being put to use for
service...such a plant is not ‘used and useful” for service.”??° In interpreting the phrase
“used and useful,” the Washington State Supreme Court has explained “‘Used’ is defined
as ‘employed in accomplishing something;’ “useful’ is defined as ‘capable of being put to
use: having utility: advantageous: producing or having the power to produce good:
serviceable for a beneficial end or object.””’?*! The Court further explained “RCW
80.04.250 empowers the Commission to determine, for ratemaking purposes, the fair
value of property which is employed for service in Washington and capable of being put

to use for service in Washington.”???

219 Cebulko, Exh. BTC-1CT at 23:18-27 (citing Final Order 09 at Appendix A P 14.].
220 POWER, 104 Wn.2d at 815.

21 POWER v. State Utils. & Transp. Com, 101 Wn.2d 425, 430 (1984) (citing Webster s Third
New International Dictionary 2524 (1976)).

222 POWER v. State Utils. & Transp. Com, 101 Wn.2d 425, 430 (1984).
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By extension, “[w]hen calculating a utility’s rate base for ratemaking, if the WUTC
considers utility plant that ‘is neither employed for service nor capable of being put to use
for service; . . . such plant is not ‘used and useful’ for service’ and the [Commission]
exceeds its statutory authority.”?** The Commission has also previously interpreted “the
phrase ‘used and useful for service in this state’ to mean providing benefits to ratepayers
in Washington, either directly (e.g., flow of power from a resource to customers) and/or
indirectly (e.g., reduction of cost to Washington customers through exchange contracts or

other tangible or intangible benefits).”*%*

CETA states in RCW 19.405.030(3) that the Commission must allow in rates directly or
indirectly, amounts on an investor-owned utility’s books of account that the commission
finds represent prudently incurred undepreciated investment in a fossil fuel generating

resource that has been retired from service . . . .”%%

The presence of “prudently incurred” in this section of CETA, coupled with the absence
of “used and useful” calls into question whether the Washington Legislature might have
intended for the Commission to dispense with the used and useful standard in applying
that section of CETA. However, critically, in the same bill in which the Legislature
enacted CETA in 2019, the Legislature revised RCW 80.04.250, affirming the used and
useful standard. The Commission concluded in the Used and Useful Policy Statement
that CETA did not alter the used and useful standard.??® Therefore, we continue to apply
the used and useful standard here: the Commission has determined utility property to be
“used and useful” when it provides a benefit to ratepayers in Washington, either directly
or indirectly.??’

Given that CETA requires that Avista remove the benefits and costs of coal power from
its retail customer rates no later than December 31, 2025, the Commission finds that any
costs associated with investments in Colstrip based on benefits that are realized after

223 Office of the Atty. Gen., Pub. Counsel Unit v. Wash. Utils. & Transp. Comm’n, 4 Wn. App. 2d
657, 682 (2018) (quoting POWER v. State Utils. & Transp. Com, 101 Wn.2d 425, 430 (1984)).

24 WUTC v. PacifiCorp, Dockets UE-050684 & UE-050412 (consolidated), Order 04/03 at 21-22
950 (Apr. 17, 2006).

225 RCW 19.405.030(3) (emphasis added).

226 In the Matter of the Commission Inquiry into the Valuation of Public Service Company
Property that Becomes Used and Useful after Rate Effective Date, Docket U-190531, Policy

Statement on Property that Becomes Used and Useful After Rate Effective Date (January 31,
2020) at 4 9 5 citing LAWS of 2019, Ch. 288 § 20(3) (January 31, 2020).

227 Id
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December 31, 2025, must be excluded from rates by prorating Avista’s recovery of costs
based on the portion of their useful lives in service prior to the CETA deadline. Such
approach appropriately removes coal power from Avista’s allocation of electricity while
assigning fair and equitable costs to ratepayers relative to the benefits received from the
Colstrip investments.

Accordingly, for 57 of the 73 capital expenditures at issue, the Commission allows Avista
to recover an amount prorated by the percentage of the useful life of each project during
which that project was used and useful to Washington customers on or before December
31, 2025. As we discuss more fully below, we disallow three projects, two of which are
the TOFA Bucket Replacement projects U3 and U4, and the third, the Baghouse project,
which Avista affirmatively removed from its request on rebuttal, which will not be in-
service before the CETA December 31, 2025, deadline. Lastly, we allow full recovery in
rates for the 13 Human Safety projects.

Of the 73 total projects for which Avista seeks recovery for 2024 and 2025, we allow
prorated recovery for the following 57 projects:

(1) 4 of the SmartBurn projects, which include the SOFA Bucket Replacement U3
and U4 projects and the Boiler Burner Aux Replacement U3 and U4 systems;

(2) 2 of the three projects which may go into service in 2025, including the U4
Generator Exciter and Northern Cheyenne AAQ;

(3) 16 Long-Lived Asset Projects;
(4) 21 Major Maintenance Projects; and
(5) 14 De Minimis Projects

1. Disallowing the Two TOFA Bucket Replacement U3 and U4 Projects
and Prorating the Four Remaining SmartBurn SOFA and Boiler Aux
Projects

As discussed above, we disallow the two TOFA Bucket Replacement U3 and U4
projects, which Avista affirmatively removed from its request on rebuttal. The remaining
four SmartBurn projects for which Avista seeks recovery were in rates prior to Avista’s
2020 GRC. As explained in subsection VI.B. below, we view those projects as prudently
incurred and allow Avista to recover a prorated amount corresponding to the percentage
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of the useful lives of these projects that were in service and used and useful to customers
on or before December 31, 2025.

2. Proration of Two Projects that May Go into Service Before 2025:
Disallowance of the Baghouse Project

We disallow recovery of the Baghouse project because it will not be in-service before the
end of 2025, a fact that Avista acknowledges in its rebuttal testimony. However, for the
Generator Exciter-U4 project for which Avista seeks a 4 percent recovery and the
Northern Cheyenne AAQ system, which Avista claims will be in service in October
2025, we expect Avista to provide documentation in its compliance filing in response to
this Order demonstrating the actual in-service dates for these projects.

Based on the documentation Avista provides in its compliance filing, we will allow
Avista to recover the prorated amount based on the percentage of the useful lives of these
two projects that were in service and used and useful to customers on or before December
31, 2025. We note that the Commission would not ordinarily keep the record open to
confirm in-service dates, but we do so here due to the unique and novel circumstances of
this docket relating to the CETA requirement to remove coal-fired resources from
Washington rates by the end of 2025.

3. Routine Maintenance and Long-Lived Asset Projects

Given the benefits conferred to ratepayers by the 21 routine maintenance and 16 long-
lived asset projects that were in service before December 31, 2025, we concur with Staff,
AWEC, and Public Counsel that Avista should be allowed to recover the prorated amount
corresponding to the percentage of the useful lives of these investments that were in
service on or before December 31, 2025.

4. De Minimis Projects
Consistent with our decisions above on other projects, we allow Avista to recover a
prorated amount corresponding to the percentage of the useful lives of the 14 de minimis
projects that were in service and used and useful to customers on or before December 31,
2025.

5. Human Health & Safety Projects

For the projects that relate to human health and safety, the Commission agrees with Staff
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and NWEC that these projects “provide near term human health benefits that exceed the
costs of the investments,” and therefore Avista should recover these projects in full.??®
The Company’s ratepayers benefit from reasonable human safety investments that reduce
the Company’s risk of liability in the event of an incident resulting in injury or death to
plant workers. Absent such investment, investors may be led to perceive the Company as
relatively riskier, which could in turn require a greater degree of compensation to
investors to account for that risk, thereby increasing overall future rates to customers.?%
Although utilities must transition away from certain resources to comply with CETA, the
Commission does not want to create an incentive for utilities to avoid reasonable safety
investments for such resources that place workers in threat of harm, which generally
would be contrary to the public interest.?*® The Commission has no desire to see the
transformation of Washington’s energy supply to clean energy built upon a foundation of
unnecessary hazards and risk of harm to workers.

B. Prudence

134 Now turning to Avista’s prudency arguments, the Company addresses the four factors the
Commission has considered when determining prudency. For the first factor, Avista
reiterates its need for resources by arguing that the investments are necessary to operate
Colstrip Units 3 and 4 at a 1480 MW capacity to maintain the plant in a safe and reliable
manner while generating its 15 percent share of the plant in accordance with its O&O
Agreement.?*! Avista further highlights that the contracts governing its investments in

Colstrip: (1) “have never, themselves, been deemed to be imprudent;”?3?

and (2) provide
for upkeep, ongoing maintenance, preventative work to dispose of coal ash residuals,

replacement of plant equipment, and periodic work, which are “based on the original

228 McGuire, Exh. CRM-1CT at 8:18-9:5.

229 RCW 19.405.010(2) (“In implementing this chapter, the state must . . . provide safeguards to
ensure that the achievement of this policy does not impair the reliability of the electricity system
or impose unreasonable costs on utility customers.”

20 See, RCW 19.405.010(4)(““ The legislature finds that Washington can accomplish the goals of
chapter 288, Laws of 2019 while: . . . maintaining safe and reliable electricity to all customers at
stable and affordable rates[.]””); RCW 80.28.425(1) (stating in part ““[i]n determining the public
interest, the commission may consider such factors including, but not limited to, . . . health and
safety concerns . . . to the extent such factors affect the rates, services, or practices of a[n] . . .
electrical company.”).

21 Kinney, Exh. SJK-1T at 4:16-20 and 5:3-10 and SJK-2C, O&O Agreement Sections 10 and 17.
22 Kinney, SIK-1T at 5:17-18.
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equipment manufacturer’s recommendations [and] adjusted over time by plant personnel

based on their operational experience.”**3

Avista also notes that historically coal-fired plants have required significant capital
maintenance due to “fuel handling, high operating temperatures, emissions controls, and
coal ash handling.”?3* To support its contention that it has acted reasonably to avoid
unnecessary investments, Avista emphasizes its “overall level of capital spending for
2024 and 2025 being at a consistent level with prior years;” and that NWE did not request
levels of capital investment beyond the ordinary course of business.?**

For the second factor regarding alternatives considered, Avista argues that as a minority
owner of Colstrip, it had no acceptable alternatives. Avista explains that it could not
“unilaterally deny the approval of a budget by voting its 15 percent share” to prevent

approved capital projects>*¢

or refuse to pay its 15 percent portion of any approved plant
additions as this would result in the Company violating its contractual obligations under
its 0&O Agreement and expose customers to unreasonable risks of financial penalties.??’
Avista further highlights that the regulatory, financial, and transactional constraints it was
facing relating to: (1) federal Mercury and Air Toxic Standard (MATS) compliance
obligations;?*® (2) CETA’s mandate prohibiting it from serving its Washington retail load
with coal-derived electricity after December 31, 2025;%? (3) limited availability of
willing counterparties;>*’ and (4) the Company’s need to preserve its’ contractual and
physical rights of the Colstrip Transmission system;?*! collectively compelled it to
abandon the plant at no value as this was “the least-cost, least-risk option available” to

the Company and its customers.*?

In short, Avista reasons that the transaction “extricated [it] from imminent MATS
compliance liabilities, satisfied the statutory coal-elimination mandate, preserved

233 Kinney, SJK-1T at 6:3, 7:10-11 and 8:4-6.

23 Kinney, SJIK-1T at 8:11-13. See also SJK-1T at 8-9.

235 Avista’s Post-Hearing Brief at 14:9-10 citing Kinney SJK-1T at 9-10.

26 Kinney, SIK-1T at 7:3-4.

27 Kinney, SIK-1T at 14:4-9 citing to Exh. SJK-2C at 24, Section 21 (e-f) of O&O Agreement.
238 Kinney, SJIK-11CT at 4:10-17.

29 Kinney, SJIK-11CT at 5:9-10.

240 Kinney, SJIK-11CT at 6:5-13.

241 Kinney, SJIK-11CT at 6:15-16.

242 Kinney, SJIK-11CT at 7:10-11.
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valuable transmission entitlements, and avoided the protracted litigation that would have
ensued had Avista attempted unilateral retirement outside the consent of its co-
owners.”?* Accordingly, Avista concludes that its actions were reasonable given the
available information and maintains that any other “hypothetical alternative would have
required [it] to retain a non-economic asset, pour capital into environmental controls it
could never recover, or surrender transmission benefits needed to ensure adequate energy

supply...worth tens of millions of dollar annually.”?**

138 Next, Avista counters AWEC’s suggestion that it could have retained its ownership and
operated Colstrip as a merchant plant. Specifically, Avista argues that its 15 percent
ownership share would make such arrangement untenable because it would prevent the
Company from controlling dispatch decisions, and force it “to participate in projects
under the requirements of the operating agreement when market prices are relatively
low,” and demands from the majority of the other owners need it to serve customer
loads.?* Avista also argues that such arrangement would require it to operate as a non-
regulated subsidiary and create greater uncertainty with benefits arguably flowing solely
to shareholders instead of to customers, and if the plant were fully depreciated, then

customers would bear all the costs of the depreciated asset.?*¢

139 For the third prudency factor, communication and involvement of the Company’s Board
of Directors, Avista maintains that its owner representatives actively exercised their
ownership interests concerning capital spending by meeting both annually with the Plant
Operator, to discuss the Operating and Maintenance, Capital and Asset Retirement

Obligations budgets,*’

and every other month to review plant operations and discuss
other projects being vetted.>*® Avisa also notes that its Board of Directors and senior
leadership were involved in the Company’s decision to approve Colstrip Unit 3 and 4
plant additions, and regularly answered questions as they arose, made recommendations,

and approved the overall levels of annual capital expenditures and investments.?*’

243 Kinney, SJIK-11CT at 7:12-15.
24 Kinney, SJIK-11CT at 7:17-20.
24 Kinney, SJIK-11CT at 8:11-16.
246 Kinney, SJIK-11CT at 8:17-22.

247 Kinney, SJK-1T at 6:10-22 and Exh. SJK-2C at12, Sections 10, 17-21, Section 17 of 0&O
Agreement.

248 Kinney, SIT-1T at 16:4-11.
24 Kinney, SJIK-1T at 16:14-23 and 17:1.
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With respect to the fourth prudency factor of adequate documentation, Avista contends
that it maintained relevant contemporaneous documentation related to its decisions on
plant additions and operations costs, as well as its cost-benefit analyses provided in the
Company’s exhibits marked SJK-4C, SIK-5C, and SJK-6C.%>°

In response, Staff and NWEC criticize Avista’s consideration of project alternatives by
arguing that the Company’s net present value (NPV) analysis is flawed, because it is not
risk adjusted for the probability of a Colstrip shutdown, and incorrectly includes benefits
beyond 2025.%! Staff argues that the NPV analysis included in Avista’s Exhibits SJK-4C
and SJK-5C were not: (1) calculated in a manner to allow parties to assess whether the
benefits to Washington ratepayers outweigh the costs; and (2) risk adjusted and
calculated to account for the probability of the existing equipment failing in the near
term.?>? By not limiting its consideration to the costs and benefits of investments
“incurred or accrued before January 1, 2026, the time after which Avista needed to
remove Colstrip from its allocation of electricity,” Staff reasons that the Company was
guided by an “unreasonably flawed analysis.”?>* Namely, Staff asserts the Company: (1)
implicitly assumed 100 percent probability of an asset failure resulting in an outage if the
investment were not pursued; and (2) artificially increased and overstated the benefits
associated with replacing particular investments in plant.?** Staff further maintains that
Avista did not adequately support its assertion that the cost of short term power would
exceed the cost of further capital investment because it relied on post-decisional analysis
from Kinney’s rebuttal testimony, “which did not exist” when Avista initially made these
investments.?>> Staff thus concludes that the subsequent calculations Avista performed to
risk adjust its NPV analysis should not carry any weight in the Commission’s
determination of prudence.?*® Finally, despite Staff’s arguments of the methodological
flaws and failure of Avista to comport its decision making processes with each of the
prudency factors, Staff acknowledges that these investments do provide some benefits to

250 Kinney, SJIK-1T at 17:5-11; Kinney, SJIK-11CT at 19:8-9; SJK-4C; SIK-5C; and SJK-6C.
251 McGuire, CRM-1CT at 17-24 and Cebulko BTC-1CT at 16:3-12.

252 McGuire, Exh. CRM-1CT at 18:15-21 and 19:1-2. See also Staff’s Post Hearing Brief at 6
13.

233 Staff’s Post Hearing Brief at 9 q 20.
254 McGuire, CRM-1CT at 22:1-11.

255 Staff’s Post Hearing Brief at 16-17 99 40-42. See also Kinney, TR at 41:16-21 (October 3,
2025).

2% Staff’s Post Hearing Brief at 17 § 41.
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ratepayers.?’ Therefore, to reconcile the methodological flaws against the benefits
conferred to ratepayers, Staff recommends “prorating recovery based on the number of
months each asset will serve Washingtonians (meaning the time between the in-serve
date and the end of 2025) divided by the total number of months in the service life of the

asset 99258

Like Staff, NWEC argues that there is insufficient information in the record
demonstrating that Avista met its burden to demonstrate that its costs were prudently
incurred.?>® NWEC argues that Avista’s NPV analysis was flawed because the Company
limited its analysis to just 12 projects and assumed a single probability of failure rather
than differentiating the risk of an outage between each project.?* By improperly
assuming a 100 percent probability of failure in the event that a capital asset was not
pursued, NWEC reasons that Avista overstated the benefits of the plant continuing to
operate without such investment.?®! NWEC further maintains that Avista failed to present
contemporaneous evidence to support a prudence finding for its sixteen investments
extending life beyond December 31, 2025,%6? and proposes that the Commission reject
Avista’s proposal to allow full recovery of such investments. NWEC also argues that
Avista failed to demonstrate that it conducted a sufficient analysis of its power cost by:
(1) “only focus[ing] 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;” (2)
“overestimat[ing] the availability of Colstrip Units 3 and 4, given the increasing
frequency with which Colstrip has faced forced outages;” and (3) only considering “fuel
costs, not capital investments.”?** Accordingly, NWEC requests that the Commission
disregard the informal “risk-adjusted” analysis Avista incorporated in its rebuttal
testimony on the basis that it did not provide evidence that it developed its analysis
contemporaneously with its decision-making.%*

257 Staff’s Post Hearing Brief at 21 9§ 52 citing to McGuire, Exh. CRM-1CT at 25:6-15.

28 Staff’s Post Hearing Brief at 21-22 9 53 citing to McGuire, Exh. CRM-1CT at 26:13-18.
259 Cebulko, BTC-1CT at 8:6-9.

200 NWEC’s Post Hearing Brief at 1 9 2.

261 Cebulko, BTC-1CT at 16:8-10.

22 NWEC’s Post Hearing Brief at 1-2 9 3.

263 NWEC’s Post Hearing Brief at 10 9 24.

264 NWEC’s Post Hearing Brief at 12 9 28.
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However, unlike Staff and NWEC,?®> AWEC and Public Counsel?®® recommend that the
Commission prorate the 2024 and 2025 capital additions based on the number of months
each asset will serve Washingtonians prior to December 31, 2025, and only allow
recovery of costs that are prudent and used and useful.?®’

Avista contends on rebuttal (1) that the parties disregard the value and significant benefits
customers have received from the long-lived power plant in the form of lower power
supply costs during peak demand and high price events; and (2) that “[a] simple cost
benefit analysis has never been the sole determinant of prudence.”?®® Despite the
concerns Staff and NWEC raise, Avista maintains that it did perform a cost benefit
analysis and demonstrated a favorable present value of plant additions in its “hurdles
sheets contained in Exhibits 4C-5C,” which are “project-by-project risk assessments” that
are used to aid the project operator in determining the need and timing for each capital

project.?®’

Finally, although Avista acknowledges that it did not initially risk adjust its NPV
analysis, it argues that the financial risk of having Colstrip out of service on an equipment
failure would be more cost prohibitive in nearly all cases than supporting the costs of
replacement.?’® To support this contention, Avista explains that when it did perform
subsequent calculations to risk adjust its NPV analysis, it applied a 12.6 percent annual
forced outage rate from its 2024 general rate case and removed any assumed benefits
after 2025 for the 12 disputed capital projects in 2024 and 2025 and ultimately
determined that the 12 projects had “a higher risk adjusted outage cost than the
investment itself.”?’! Thus, Avista concluded that even “a ‘risk adjusted’ NPV analysis

265 Staff’s Post Hearing Brief at 21-22 9 53 citing to McGuire, Exh. CRM-1CT at 26:13-18.

266 Dreyer, Exh. JMD-1CT at 3:11-14 and JMD-2T at 3:6-18 citing to Mullins, Exh. BGM-1T at
11:18-20.

267 Mullins, Exh. BGM-1CT at 3:11-16 and Public Counsel’s Post Hearing Brief at 17 § 53.

268 Avista’s Post Hearing Brief at 13 ] 40 citing to Kinney, SJK-11CT at 19:1-5 (emphasis in
original).

269 Avista’s Post Hearing Brief at 13 § 41.

270 Kinney, SJK-11CT at 19:2-3 and 19:17-20. To support its contention Avista provides an
example of a cooling tower fill replacement (Project No. 10028050-900). Avista explains that the
fill replacement for Unit 4 was estimated at approximately $413,000 for its 15 percent share, and
that if such repair were not performed and led to a de-rate or shut-down of the plant, obtaining
replacement costs of power could range from as low as $7 million at a 12.6 percent risk of outage
and be as high as $22.3 million in a high market time for just a seven day period. Avista’s Post-
Hearing Brief at 13-14 9§ 42-44 and SJK-11T at 20:5-20.

271 Avista’s Post-Hearing Brief at 14 944 citing to Kinney, SJK-11CT at 21:1-18 and 22:1-8.
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shows that the benefits of keeping the plant fully operational throughout 2024 and 2025
far outweigh the costs” of the capital investments at issue in this proceeding.?’?

SmartBurn Projects

In its initial filing, Avista argues that the six SmartBurn projects are needed to allow the
boiler system to continue to work to “maintain a functioning and crucial system regarding
the combustion and NOx controls” since “the tips of the air ducts are subject to a furnace
environment — extreme heat and coal dust abrasion — that causes the tips to distort, and in
some cases fail.”?”3 Avista explains that Smart Burn was commissioned to study different
design options to better control NOx emissions, and that the SOFA Bucket Replacement
U3 and Boiler Burner AuxAir Replacement U3 systems were installed between 2007 and
2009.

The result of these efforts was “the design and supply of new top over fire air (TOFA) air
system burners,?’* which was the work related to the SmartBurn investment previously
denied by the Commission in Docket UE-200900, et. al,?” not the work performed on
SOFA and the Aux Burners.?’® Accordingly, Avista maintains that the SOFA and Aux
Boiler Burners should be recoverable because they “existed prior to installation of the
SmartBurn technology and would have continued to operate had the TOFA technology
never been installed.?’”” However, in rebuttal Avista removes the 2024 and 2025 TOFA
Bucket Replacement U3 and U4 investments, which it asserts were included in error in its
initial filing.?’® Additionally, Avista notes that although NWEC calls for the disallowance
of SOFA, it “mistakenly places costs related to the Control Room Operator (CRO)
Simulator Replacement, Project No. 10082239-900, in the same category as

272 Kinney, Exh. SJK-11CT at 13:18-20.

273 Kinney, SJIK-11CT at 24:9-11. See also Staff-DR-001C Supplemental Confidential Attachment
A.

274 Avista Witness Kinney explains that the Commission specifically disallowed only the TOFA
ports installed in 2016 and 2017, not the SOFA Burners and Burner Aux Air System), which was
installed in 2007 and 2009, well before 2017 when the SmartBurn TOFA technology was
installed. Kinney, SJK-11T at 25:22 and 26:1-4.

275 Dockets UE-200900 et.al., Final Order 08/05 at 94 Y 264-265.

276 Kinney, SJK-11CT at 24:20-23, 25:21-23 and 26:2-4. Avista emphasizes that in that Order, the
Commission only disallowed the TOFA ports installed in 2016 and 2017, not the SOFA or Boiler
Aux Air System, which were installed in 2007 and 2009, well before the 2017 Smart Burn
technology was installed.

277 Kinney, SJIK-11CT at 26:14-16.
278 Kinney, SJK-11CT at 26:19-21.
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SmartBurn.”?” Avista explains this is an error, because the “CRO simulator is not
specific to the operation of SmartBurn equipment only,” and “would have been installed
whether or not Avista had invested in SmartBurn.” % As such, Avista concludes that it
should be allowed.

While all non-company parties initially contested Avista’s request for recovery of the six
discrete SmartBurn projects, following Avista’s removal of the 2024 and 2025 TOFA
Bucket Replacement U3 and U4 investments, Staff accepted in its post-hearing brief
Avista’s revised position on rebuttal 8!

However, NWEC continues to recommend that the Commission “fully disallow recovery
of the SmartBurn-related investments.”?%? Specifically, NWEC argues that although
Avista claims that its SOFA and Boiler Burner Aux investments preceded the time period
that the TOFA ports were installed, and are meaningfully distinct, that Avista failed to
support either contention.?®> NWEC further argues that while these two investments
might not have been at issue in Avista’s 2020 GRC in Docket UE-200900, et. al., the
Commission’s reasoning for disallowing SmartBurn in that docket should broadly apply
to all SmartBurn related investments “because the Company did not ‘address Staff’s
primary concern that SmartBurn was not required by law.’”?** As such, NWEC
concludes that the Commission should reject Avista’s attempt to mischaracterize its prior
decision and deem the investments imprudent.?® Finally, in response to Avista’s
contention that NWEC witness Cebulko misclassified the CRO Simulator as a SmartBurn
project, NWEC “now recommends that Commission classify the CRO Simulator as a
life-extending investment” and disallow recovery on the basis that its useful life is longer
than 3-4 years and thus should not be classified as major routine maintenance. 3¢

27 Kinney, SJIK-11CT at 17:103 citing Cebulko, BTC-1CT at 31:10-13.

280 Avista’s Post Hearing Brief at 16 9 49, Kinney, SJK-11CT at 27:4-6, and Evidentiary Hearing
TR at 96:10-13 (October 3, 2025) quoting Staff Witness McGuire disagreeing with NWEC’s
assessment (“stating...Staff does not agree with that assessment. The simulator was not part of
what the Commission disallowed in its final order in the 2020 Avista general rate case.”).

281 Staff’s Post Hearing Briefat 5§ 11.
22 NWEC’s Post Hearing Brief at 14 9 32.
283 NWEC’s Post Hearing Brief at 14 9 33.

284 NWEC’s Post Hearing Brief at 14 9 34 citing Dockets UE-200900 et. al, Final Order 08/05 at
949 264.

285 Id.
286 NWEC’s Post Hearing Brief at 15 9 36.
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While AWEC and Public Counsel’s response testimony did not specifically address
whether SmartBurn investments, previously disallowed in Avista’s 2020 GRC should be
recovered, each continue to support disallowance of these costs in this proceeding on the
basis that they were previously determined to be imprudent.?®” However, AWEC clarifies
in its post hearing brief that while it generally “supports the exclusion of SmartBurn costs
previously disallowed,” that “[t]o the extent the Commission finds that some or all of the
SmartBurn costs have not been previously disallowed, these investments should be
prorated.”?%8

Commission Determination

During general rate case proceedings, the Commission determines the prudence of utility
actions by reviewing whether the utility made reasonable business decisions in light of
the facts and circumstances known or that reasonably should have been known to the
utility at the time decisions were made.?®” What is reasonable requires assessment of
choices made, in light of circumstances and possible alternatives, based on industry
norms and practices.?”® Prudence does not require a single, ideal decision, but requires
the utility to make a reasonable decision among a number of alternatives that the
Commission might find prudent.?! The prudence review “requires evaluation of the
Company’s decisions not just from the perspective of management for the benefit of
shareholders, but also for the benefit of customers.”?*?> The fundamental question for

decision is whether management acted reasonably in the public interest, not merely in the
interest of the company.?**

287 AWEC’s Post Hearing Brief at 9 q 18, 11 923, and Dreyer, IMD-1CT 5:7-11. See also Dreyer,
Exh. JIMD-4C (Avista’s Response to Staff Data Request No. 1C, Attachments A&B) and JMD-5
(Avista’s Response to Staff Data Request No. 7).

288 AWEC’s Post Hearing Brief at 11-12 9 23.
289 WUTC v. Puget Sound Energy, Inc., Docket UE-031725, Order 12 at 9 19 (Apr. 7, 2004).
20 [q,

PLWUTC v. Puget Sound Energy, Inc., Dockets UE-090704 & UG-090705 (consolidated), Order
11at 1199337 (Apr. 2, 2010).

22 WUTC v. Puget Sound Energy, Inc., Docket UE-031725, Order 14 at 34-35 9 65 (May 13,
2004).

23 WUTC v. Puget Sound Energy, Inc., Docket UE-031725, Order 14 at 34-35 4 65 (May 13,
2004) (quoting Goodman, The Process of Ratemaking, at 857).
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The prudence standard applies to both the question of need and the appropriateness of the
expenditure.?”* The Commission considers three broad questions when evaluating
prudence: (1) Was the initiation of the project prudent; (2) Was the continued
implementation of the project prudent; and (3) Were the expenses prudently incurred??%
The second and third factors are examined using the same prudence test as the first factor,
but applied at a different point in time and necessarily premised on a reevaluation of the
project.?’® Consequently, the Commission’s prudency review is not limited to a single
point in time and encompasses the implementation and construction phases of a project to
ensure that a regulated utility continues to reasonably control and evaluate a project.

As noted above, when evaluating prudence, the Commission reviews utility decision-
making at the time decisions were made. Stated differently, the Commission will not use
the benefit of hindsight when evaluating prudence.?®” Consequently, regulated utilities
are required to maintain contemporaneous records of their decision-making process and
analysis to satisfy the Commission’s prudency standard.?® A utility’s “robust
discussions” about a project, with a “consensus” on decisions, is not sufficient to
demonstrate prudence.?” Rather, “the parties and Commission should be able to follow
the company’s decision-making process, knowing what elements the company used, and
the manner in which the company valued those elements. Such a process should certainly
be documented.”3% “Documentation and evidence of prudence decision making must be
kept contemporaneously with a company’s decision making or the Commission’s ability
to evaluate prudence is thwarted.”>"!

P4 WUTC v. PacifiCorp, Docket UE-152253, Order 12 at 33 994 (Sept. 1, 2016).
2 Docket UE-152253, Order 12 at 34 4 95.

29 14 at 34995,

2T WUTC v. PacifiCorp, Docket UE-152253, Order 12 at 34 9 94 (Sept. 1, 2016).

28 WUTC v. Puget Sound Power & Light Company, Dockets UE-920433, UE-920499, & 921262,
19th Supp. Order, at 15-16 (Sept. 27, 1994) (“The company’s lack of contemporaneous evaluation
and documentation is, at best, poor management practice.”); WUTC v. PacifiCorp, Docket UE-
152253, Order 12 at 36 9 102 (Sept. 1, 2016) (“However, this memo was prepared after the final
decision to proceed was made, and therefore cannot be shown to have played a part in the
Company’s decision-making.”).

29 WUTC v. Puget Sound Power & Light Company, Dockets UE-920433, UE-920499, & 921262,
19th Supp. Order at 16 (Sept. 27, 1994).

30 WUTC v. Puget Sound Power & Light Company, Dockets UE-920433, UE-920499, & 921262,
19th Supp. Order at 16 (Sept. 27, 1994).

391 In re Investigation Regarding Prudency of Outage and Replacement Power Costs, Docket UE-
190882, Order 5 at 12 § 43 (Mar. 20, 2020).
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The Commission has previously explained that its review of prudence typically focuses
on four factors:

(1) The Need for the Resource: The utility must first determine whether new
resources are necessary. Once a need has been identified, the utility must
determine how to fill that need in a cost-effective manner. When a utility is
considering the purchase of a resource, it must evaluate that resource against
the standards of what other purchases are available, and against the standard
of what it would cost to build the resource itself.

(2) Evaluation of Alternatives: The utility must analyze the resource
alternatives using current information that adjusts for such factors as end
effects, capital costs, dispatchability, transmission costs, and whatever other
factors need specific analysis at the time of a purchase decision. The
acquisition process should be appropriate.

(3) Communication With and Involvement of the Company’s Board of
Directors: The utility should inform its board of directors about the purchase
decision and its costs. The utility should also involve the board in the
decision process.>*?

(4) Adequate Documentation: The utility must keep adequate
contemporaneous records that will allow the Commission to evaluate the
Company’s decision-making process. The Commission should be able to
follow the utility’s decision process; understand the elements that the utility
used; and determine the manner in which the utility valued these elements.*

1. Prudence of the Prorated Portion of the Four SmartBurn Projects

Each of the non-company parties recap in their briefing and testimony the Commission’s
disallowance of SmartBurn NOx control system investments in Avista’s 2020 GRC, in
which the Commission found that “Avista failed to demonstrate that SmartBurn was
necessary and failed to produce documentation sufficient to demonstrate that its costs
were prudently incurred.”3%* On rebuttal, Avista removed its two TOFA investments it
included in its initial request in this docket in error but maintained its request for the
remaining four SmartBurn projects. Avista clarified that the four SmartBurn investments
it seeks to recover in this docket were related to components installed in 2007 and 2009

392 WUTC v. Puget Sound Energy, Dockets UE-111048 and UG-111049 (consolidated), Order 08
at 148 4409 (May 7, 2012) (citation omitted).

383 WUTC v. Puget Sound Energy, Dockets UE-111048 and UG-111049 (consolidated), Order 08
at 148 9 409 (May 7, 2012) (citation omitted).

304 Avista 2020 GRC Order at 98 9 264-265, 274.
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and were not part of its request in its 2020 GRC.3*° Staff revised its position in its post
hearing brief and now supports recovery of the four SOFA and Boiler Burner Aux Air
Replacement U3 and U4 projects.

For Avista’s remaining four SmartBurn investments at Colstrip for which it continues to
request recovery, we find prudent only the used and useful portion of these investments,
which corresponds to the percentage of the useful life that was in service before the
CETA deadline of December 31, 2025, and that provided a benefit to Washington
customers. As discussed in greater detail in subsection B.2 below, Avista’s investments at
Colstrip enabled Avista to provide necessary and reliable electric service to Washington
customers through the end of 2025. The Company provides evidence showing that the
investment decisions were made in communication with its management considering the
alternative of replacement power. In addition, the four remaining SmartBurn projects for
which Avista seeks recovery are related to components that were operational and found
prudent prior to Avista’s 2020 GRC and were not subject to the same analysis that
disallowed TOFA component investments in Avista’s 2020 GRC. Accordingly, we find
the used and useful portion of the four investments in this docket related to the SOFA and
Boiler Burner Aux Air Replacement U3 and U4 projects to be necessary and prudently
incurred.

2. Prudence of the Prorated Portion of the Remaining Capital Projects

Consistent with our determination above for the four SmartBurn projects for which
Avista seeks recovery on rebuttal, we find prudent the used and useful portion of the
Company’s Colstrip capital project investments, which corresponds to the percentage of
the useful life of the investments in service on or before the CETA deadline of December
31, 2025.

The Commission disagrees that investments that extend the life of Colstrip are
categorically prohibited under the prudence standard. Both Staff and NWEC cite to the
Commission’s order in Avista’s 2020 GRC to support their argument that investments
that extend the life of Colstrip must be excluded from the Company’s rates.>*® However,
the Commission’s consideration of whether the Dry Ash Disposal project was life

395 Kinney, SJIK-11CT at 24:20-23, 25:21-23, 26:2-4, and 26:14-16.
306 Staff’s Post Hearing Brief at 10 § 23; NWEC’s Post Hearing Brief at 6 § 15.
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extending in Avista’s 2020 GRC was a product of Avista’s settlement obligations from a

prior GRC, not a component of the Commission’s general prudence standard.>"’

The Commission finds that the Company has sufficiently demonstrated that the used and
useful portions of the Company’s Colstrip capital project investments are prudent.>*
With regard to the question of need, the record provides a reasonable showing that the
used and useful portion of Avista’s investments at Colstrip allowed Avista to continue
providing necessary and reliable electric service to Washington customers by supporting
continued Colstrip operation through the end of 2025.3%

Regarding consideration of alternatives, no party in this case brings forward evidence
showing that any other reasonable, let alone more economically beneficial, option was
available to Avista, and that it failed to pursue at the time it made the Colstrip investment
decisions at issue in this docket. Similarly, no party here argues that the alternative cost
of market replacement power, which Avista considered at the time of incurring these
investments, would not have surpassed the costs of continuing to support Colstrip

operations through the end of 2025.

Accordingly, while Staff and NWEC argue at length that Avista performed an imperfect
cost benefit analysis, no other reasonable resource option exists in the record for
comparison. The prudence standard is one of reasonableness, and here it appears that
Avista chose a more reasonable lower cost alternative to provide necessary service to its
customers.

The Commission rejects the premise that the prudence standard requires a specific form
of cost-benefit analysis. While a utility must include a reasonable analysis as part of its
demonstration of need and consideration of alternatives, the Commission does not require
a particular type of analysis under the general prudence standard, leaving the utility with
discretion to develop a cost analysis that is reasonable under the circumstances. The
Commission has found previously that, while the Commission will not “preapprove” a

397 WUTC v. Avista Corp., Dockets UE-200900, UG-200901, & UE-200894 (consolidated), Order
08/05 at 100 9 279 (Sept. 27, 2021) (“Lastly, we are uncertain that Dry Ash is not a life-extending
capital addition. Our 2019 Avista GRC Final Order approved a settlement that included an
agreement by Avista not to support capital expenditures beyond routine capital maintenance costs
that would extend Colstrip’s operational life beyond December 31, 2025.”).

3% The Commission declines AWEC’s invitation to articulate a prudence standard regarding all
investments that extend the life of fossil fuel resources that departs from its longstanding
prudence framework. The Commission is not persuaded that a modification of its well-established
standard is necessary or warranted.

399 Staff’s Post Hearing Brief at 21 9§ 52 citing to McGuire, Exh. CRM-1CT at 25:6-15.
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particular type of analysis to support prudence, a utility risks a disallowance if it presents
an analysis that has insufficient detail or otherwise lacks credibility.?!” Therefore, while
cost-benefit analysis may be probative of a company’s decision-making process, we
reaffirm that a particular form of cost-benefit analysis is not strictly required, nor is it the
only thing required, to demonstrate prudence.

The Commission further finds that Avista’s NPV analysis is sufficiently reasonable even
though it is not performed from the perspective of Washington ratepayers. While the
Commission will not proscribe the type of analysis that a utility may utilize to support its
showing of prudence, if such analysis is based on general rather than Washington-
specific data, the utility should be able to explain how that data supports prudence from
the perspective of Washington ratepayers. In some cases, there may be no distinction
between the general benefit and the Washington specific benefit, insofar as the
Washington benefit is a proportional share of the general benefit. But, in circumstances
where the Washington benefit may materially diverge from the general benefit, such as
when a resource may no longer be used to provide service in Washington, further
analysis should be performed to verify that the investment is still prudent with respect to
Washington ratepayers.

Avista provided contemporaneous documentation showing that in consultation with its
board of directors in the budgeting process the Company considered the cost of
replacement power in lieu of making the 2024 and 2025 plant investments at Colstrip. In
addition, the favorable NPV analysis Avista conducted for the projects constitutes
sufficient analysis to support the investment decisions for the portion of projects’ use
through the end of December 2025. Up to the CETA deadline, the NPV analysis provides
a reasonable weighing of costs versus benefits that would accrue to Avista’s Washington
customers.

We agree with Staff that Avista’s additional post-decisional analysis does not constitute
contemporaneous documentation probative of what the Company considered when
making decisions to invest in the capital projects at issue here. Nevertheless, we view the
contemporaneous material Avista provided as sufficient to meet the reasonableness
standard of prudence for service prior to December 31, 2025. Avista’s additional analysis

S0 WUTC v. Avista Corp, Dockets UE-150204 & UG-150205 (consolidated), Order 05 at 69
193 (Jan. 6, 2016) (“While we do not make a decision regarding the prudence of this project in
this proceeding, we note the considerable uncertainty surrounding the business case analysis
Avista prepared. . . .We look forward to a more refined cost-benefit analysis in a future
proceeding, including a fuller discussion of “non-quantifiable benefits” suggested by Mr.
Kopzcynski.”).
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provides nothing more than a post hoc after-the-fact analysis that would have lent
additional support, had the Company performed the analysis at the time of the decision to
invest in the Colstrip capital additions.

Given the above discussion, the Commission finds that the Company has demonstrated a
need for the prorated portions of the Colstrip assets in this case based on the NPV
analysis and forecasted replacement power costs. The same evidence also supports a
finding that the Company considered alternatives to continuing to fund Colstrip and that
it documented its reasoning contemporaneously and demonstrates that Avista informed
and consulted its management about the investment decisions related to Colstrip.

No party in this docket disputes that replacement power is a more expensive option to
provide needed service to customers and would increase the burden and decrease benefits
to ratepayers had Avista chosen to abandon the use of Colstrip electricity earlier than
necessary under CETA. Thus, we find Avista’s decisions to invest in the used and useful
portion of its capital expenditures at Colstrip for 2024 and 2025 were reasonable and
prudent.

As to the equity considerations raised by Public Counsel regarding Avista’s request in
this docket, the Commission has addressed this issue by prorating Avista’s recovery of
Colstrip costs.?!! Prorating Avista’s recovery of investments in Colstrip promotes equity
by appropriately assigning costs to Washington customers relative to the benefits that
they will receive before coal-fired resources can no longer be included in Avista’s
allocation of electricity. The Commission’s analysis in this matter is also informed by the
numerous public comments filed in this docket raising concerns about affordability and
opposing continued support for coal-fired resource operations past 2025 despite CETA’s

mandate to remove coal from the allocation of electricity.>!?

SUWWUTC v. Cascade Natural Gas Corp., Docket UG-210755, Order 09 at 19-20 4 59 (Aug. 23,
2022) (retaining discretion to evaluate equity on a case-by-case basis). However, the Commission
declines to consider the articles cited by Public Counsel in its briefing, as those articles are not
part of the record in this case, and Public Counsel has not motioned for the Commission to take
official notice of those articles or explained why they could not have been previously submitted
to the record. See Public Counsel’s Post Hearing Brief at 21-22 9§ 64-65.

312 See generally Offer of Public Comment, Exh. BR-4, Public Comment Exhibit and UTC Matrix
Attachment A at 4-7.
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VII. Inventory Balances

AWEC recommends disallowing Washington’s share of Avista’s Colstrip inventory
balances of $4.0 million, which result from the Materials and Operating Supply Inventory
in the amount of $2.8 million and the Colstrip Fuel Stock Coal Inventory (FERC Account
151.120) in the amount of $1.2 million. AWEC raises concerns about Avista’s response
to a Staff data request asking why the Company “increased certain inventory costs to just
over $4.0 million when the 2024 values were $0.” Avista responded that “it moved
outstanding fuel stock and inventory balance to Colstrip tracker as a way to allow the
Company to recover the balances by the end of the year 2025.”3!> AWEC questions that
this was the first time Avista identified these balances, and that the amounts were not

included in the Company’s Colstrip 99 tracker when it was first established.’'*

On rebuttal, Avista witness Andrews explains that AWEC is correct “that the Company
had not specifically identified these inventory balances when the Colstrip Schedule 99
tracker was first established,” and that it did not include these balances in its prior 2023
or 2024 Schedule 99 filings.*!> Andrews clarifies that the Materials and Operating Supply
Inventory includes “essential materials and parts needed to keep the Colstrip plant
running smoothly,” and “covers items known to wear out or fail out during normal
operations . . . to prevent forced outages.”!¢ The Colstrip Fuel Stock Coal Inventory
a/k/a ‘Dead Storage,” “allows Colstrip to maintain a 28-day reserve of coal fuel to
safeguard against long-term supply disruptions from the Westmoreland mine caused by
weather, equipment failure, regulations, or labor issues.”*!” Andrews maintains that the
reason Avista did not initially include these inventory balances was “because these
balances were not [a] capitalized plant or a regulatory asset that was incurring
depreciation or amortization expense.>!® While it had not been appropriate to include the
expenses associated with these balances prior to the current filing, it now seeks to recoup

and begin amortizing these balances through December 2025.3"

313 Mullins, Exh. BGM-1CT at 11:6-16 citing to Mullins, Exh. BGM-4, Avista’s Response to
Staff’s Data Request No. 12.

314 Mullins, Exh. BGM-1CT at 11:6-16.

315 Andrews, Exh. EMA-1CT at 29:6-9.

316 Andrews, Exh. EMA-1CT at 29:19-21 and 30:1.

317 Andrews, Exh. EMA-1CT at 30:8-10.

318 Andrews, Exh. EMA-1CT at 30:19-21.

319 Andrews, Exh. EMA-1CT at 31:15-30 and 32:1-17.
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Accordingly, when Avista began the process of preparing the 2025 Schedule 99 filing
and “realized it had failed to remove these inventory balances from Working Capital,*?°
currently included in base rates,”*?! to proactively prevent any double recovery, Avista

proposes to: 2

credit customers within the Colstrip Tariff Schedule 99, effective January 1,
2025, the same return amount on these inventory balances included in base
rates of approximately $270,000, so as to result in a $0 impact in 2026.”3%3

In short, with the completion of Avista’s GRC in Docket UE-240006, and approval of an
overall rate of return of 7.32 percent, Avista is requesting to create a separate accounting
so that “the amount included in error in 2026 [totaling] $393,000,” can be “credit[ed]
against the 2026 Schedule 99 balances owed to and from customers — resulting in a net $0
customer impact effectively January 1, 2026.”3*

Given that Avista “appropriately accounted for the amortization expense in this
proceeding, as well as identified the approximate amounts to refund customers in 2026 to
return the ‘return on’ these inventory balances included in base rates in error,” AWEC
confirms that it is satisfied with Avista’s proposed treatment concerning the outstanding
Colstrip inventory amounts.*?* No other party raised any concerns or objected to the
proposal Avista witness Andrews makes on rebuttal regarding recovery of the inventory
balances.

Commission Determination.

We find Avista’s proposal to account for inventory balances in Colstrip Schedule 99 to
avoid double recovery from customers to be appropriate. Avista has properly accounted
for the amortization expense and identified the approximate amount customers should be

320 Andrews, EMA-1CT at 32:25-29 and 33:1-10 (Avista explains that “the Colstrip Materials and
Supplies Inventory (FERC Account 154.400) and Colstrip Fuel Stock Inventory (FERC Account
1541120) balances were inadvertently included in base rates within Washington Electric Working
Capital, rather than removed from base rates and alternatively included in Colstrip Tariff
Schedule 99 with the effective date of Schedule 99 on December 21, 2023. Furthermore, these
inventory balances were included in Washington electric Working Capital in the Company’s
current general rate case UE-240006 on an AMA basis as of June 30, 2024.).

321 Andrew, EMA-1CT at 32:18-21.

322 Andrew, EMA-1CT at 32:18-21.

323 Andrews, EMA-1CT at 33:5-8.

324 Andrews, EMA-1CT at 33:10-15.

325 AWEC’s Post Hearing Brief at 13 9 26.
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refunded in 2026 for “the return on” the inventory balances, which were inadvertently
included in base rates. However, we require Avista to provide the actual adjustment for
the 2025 return and to refund the “return on” for 2026 in its compliance filing confirming
the removal of the inventory balances (now amortized through Schedule 99) and from
working capital in Avista’s next GRC filing.

VIII. Process for Refund—True-up and Compliance Filing Requirements

Avista proposes a “true-up” for actual Colstrip-related costs “by updating any forecasted
balances,” from its 2024 and 2025 Colstrip investments, inventory balance and O&M
expenses in Schedule 99 from its October 31, 2024 filing, “with the actual costs incurred
during the 2025 year.”*?® Specifically, after calculating the difference between forecasted
and actually approved Colstrip-related costs, Avista proposes that “[i]f the actual costs
are lower than revenue recovered through Schedule 99 during 2025 . . . [that] the over-
collected amount would be deferred for refund.”3?” However, if “the actual costs exceed

the forecast, Avista will not seek additional recovery through Schedule 99 . . . as no
surcharge for these costs (excluding costs associated with ARO regulatory balances and
amortization expenses) are allowed beyond 2025 year-end.”3?8

While Avista agrees with the non-company parties that any refund to customers should
be determined as part of its compliance filing in this proceeding, “anticipated no later
than March 31, 2026,” Avista proposes “to offset this refund against expected 2026
Colstrip Schedule 99 Tariff balances.”**’ Specifically, Avista proposes to submit its
Colstrip Schedule 99 filing by October 31, 2025, then after performing a true-up of the
final costs, reduce “the 2025 Schedule 99 tariff rate to $0 effective January 1, 2026,” then
during 2026 offset the actual AROM amortization and other related costs by the 2025
Schedule 99 refunds through December 31, 2026.33° Further, Avista proposes to defer
any over-collected 2025 Schedule 99 revenue or related refunds, as determined by its

326 Avista’s Post Hearing Brief at 25 9 78.
327 Avista’s Post Hearing Brief at 25 9 78-79.

328 Id citing to Andrews EMA-1CT at 14:10-16 and Kinney, SJIK-1T at 2:23-3:2 (explaining that

any “Colstrip related costs Avista will seek to recover in rates after 2025, will be limited to costs
associated with decommissioning and remediation that will go before this Commission, pursuant
to RCW 19.405.030(1)(b).

329 Andrews, Exh. EMA-1CT 18:2-6.
330 Andrews, Exh. EMA-1CT at 18:17-19.
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March 31, 2026, compliance filing, “to be submitted on or before October 31, 2026, with
an effective date of January 1, 2027.7%3!

In response, the non-company parties recommend that the Commission order Avista to
recalculate its annual 2025 Colstrip Schedule 99 filing in compliance with the
Commission’s final determinations to ensure that customers are appropriately refunded
any amounts to which they are entitled. Additionally, Public Counsel argues that since
there “is time value to money,” that customers are better served receiving a refund now of
“excess utility rates they incurred in 2025 rather than by lower rates at an unspecified
future date.”3? Public Counsel further recommends that “the Commission order a refund
directly to customers as a bill credit (either a one-time basis or over a period not to

exceed one year), rather than allowing the Company to credit that amount against

decommissioning and remediation expenses.”*3

Commission Determination:

We agree with Public Counsel that “there is time value to money,” and with the other
non-company parties that customers will be best served by receiving the refund earlier
than Avista’s proposal to do so in its next Schedule 99 submittal date of October 31,
2026, effective January 1, 2027. We recognize that customers across the state, and
especially those who are members of historically impacted communities and vulnerable
populations, including those in Avista’s service territory, are experiencing significant
issues with affordability. The Commission therefore finds a timely refund is appropriate
to reduce customer bills. We also understand the Company’s concerns associated with
cash stability in providing service to customers.

Accordingly, we order Avista to issue the refund due to customers in either of the
following two options:

(1) as a one-time lump sum credit; or
(2) spread over a period not to exceed three (3) months with carrying costs accruing at the
Company’s actual, after-tax cost of debt.

The Commission finds it reasonable to accept Avista’s proposal to submit its compliance
filing on or before March 31, 2026. Avista shall submit the true-up and refund in its

331 Avista’s Post Hearing Brief at 25 9 78-82.
332 Pyblic Counsel’s Post Hearing Brief at 24 q 73.
333 Public Counsel’s Post Hearing Brief at 24 9 74 and 25 9 75.
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compliance filing by March 31, 2026, as directed in this Order, and expects all Colstrip
costs to be removed from Avista’s Washington customer rates by the end of 2025
consistent with CETA and Avista’s Colstrip Tracker Schedule 99 tariff.?3

FINDINGS OF FACT

181 Having discussed above in detail the evidence received in this proceeding concerning all
material matters, and having stated findings and conclusions upon issues in dispute
among the parties and the reasons therefore, the Commission now makes and enters the
following summary of those facts, incorporating by reference pertinent portions of the
preceding detailed findings:

182 (1) The Commission is an agency of the state of Washington, vested by statute with
authority to regulate rates, rules, regulations, practices, and accounts of public
service companies, including electrical companies.

183 (2) Avista is a “public service company” and “electrical company” as those terms are
defined in RCW 80.04.010 and used in Title 80 RCW and is subject to
Commission jurisdiction.

184  (3) On October 31, 2024, Avista filed testimony, exhibits, and supporting
documentation and proposed revisions to its rates under the Company’s electric
service tariff, Tariff WN U-28, Schedule 99 Colstrip Tracker.

185  (4) Avista requested an annual increase of $18.2 million, or 2.7 percent, from $23.9
million in 2024 to $42.6 million, and the Company seeks to recover that balance
from customers effective January 1, 2025, over the 2025 calendar year.>%

186  (5) On December 19, 2024, this matter came before the Commission at the Open
Meeting and the Commission voted to suspend the filing.

33 Avista’s request for revision of its Tariff WN U-28, Colstrip Tracker Schedule 99, in Docket
UE-250856 is pending as of the date of this Order.

335 Docket UE-240891, Direct Testimony of Scott J. Kinney Representing Avista Corporation,
SJK-1T at 2:8-16. See also Kinney, Exh.SKJ-9C (confidential native workpapers) and SJK-10
(for non-confidential workpapers. The difference between the 2024 Tariff 99 balance for revenue
requirement (AMA basis) versus the 2025 Tariff 99 balance (AMA basis) is an increase of $18.7
million. However, when the total revenue requirement runs through the rate design workpapers
based on load and allocation factors, the required change in revenue is $18.2 million as provided
in witness Kinney’s testimony referenced above.
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187 (6) On December 20, 2024, Avista filed revised tariff sheets, and the Commission
issued Corrected Order 01, Complaint and Order Allowing Rates Subject to Later
Review and Refund; Setting Matter for Adjudication in this docket, requiring
Avista to file revised tariff pages no later than December 31, 2024, with an
effective date of January 1, 2025, indicating that the increased rates are subject to
refund.

188  (7) On October 3, 2025, the Commission held an evidentiary hearing before the
Commissioners presided over by ALJ’s Amy Bonfrisco and Ann Paisner.

189  (8) Colstrip Units 3 and 4 are coal-fired generating units.

190  (9) At 12:00 a.m. on January 1, 2026, Pacific Standard Time, Avista’s ownership
interest will transfer to NWE and costs associated with coal-fired generation of
electricity will be removed from rates for electricity for Avista’s Washington
customers.

191 (10)  As of January 1, 2026, Colstrip will provide no benefit to Washington electric
retail customers.

192 (11)  As of January 1, 2026, Colstrip will not be necessary or useful in Avista’s
provision of electric service to Washington customers.

193 (12)  Thirteen Colstrip projects related to human health and safety provide near-term,
immediate benefits that shall be included in rates.

194  (13) Avista has not demonstrated that its remaining investments in Colstrip, other than
the thirteen human health and safety projects previously identified, provide any
benefits to Washington customers after December 31, 2025.

195 (14) The record developed in this proceeding does not indicate when the U4 Generator
Exciter and the North Cheyenne AAQ System were placed into service.

196  (15) The Commission accepts Avista’s removal from its request in this docket of the
TOFA Bucket Replacement U3 and U4 System Burner components.

197 (16)  The Boiler Aux Burner Air System, Control Room Operator (CRO) Simulator
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(17)

(18)

(19)

(20)

21

(22)

Replacement, and Separate Over Fire Air (SOFA) Bucket Replacement Systems
U3 and U4 are not SmartBurn components that were previously disallowed in
Avista’s 2019 GRC Settlement, Final Order 08/05 in Dockets UE-200900 et. al.

The record demonstrates a reasonable need for the investments in Colstrip Units 3
and 4, other than the SmartBurn TOFA components that Avista removed from its
request on rebuttal. The CRO Simulator Replacement and SOFA Bucket
Replacement and Boiler Burner Aux Air UE and U4 Systems may therefore be
prorated up to December 31, 2025, after which the assets cannot provide any
benefit to Washington customers.

For the remaining Colstrip investments and costs, Avista has provided sufficient
evidence demonstrating that it considered alternatives to its Colstrip investments
and costs, consulted with its management, and contemporaneously documented its
analysis.

Avista shall issue any refund due to customers in either: (1) a one-time lump

sum credit; or (2) spread the refund over a period not to exceed three months

with carrying costs accruing at the Company’s actual, after-tax cost of debt. Based
on the analysis in this proceeding, Avista has over-collected $5.86 million. The
Commission’s calculation of this amount is included in Appendix A
(Confidential). 33

Avista shall refund the return on inventory balances inadvertently included in
base rates and remove the inventory balances from working capital in Avista’s
next GRC filing.

Avista shall recalculate its annual 2025 Schedule 99 filing in compliance with
the Commission’s final determinations to ensure customers are appropriately
refunded for any amounts Avista over-collected.

The Commission finds it reasonable to accept Avista’s proposal to submit its
compliance filing with the true-up and customer refund consistent with the
direction in this Order on or before March 31, 2026.

336 Appendix A (Confidential) shall be provided to Avista and parties that have signed the
protective order agreement and shall be posted to the docket.
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CONCLUSIONS OF LAW

204  Having discussed above all matters material to this decision, and having stated the
following summary conclusions of law, incorporating by reference pertinent portions of
the preceding detailed conclusions:

205 (1) The Commission has jurisdiction over the subject matter of, and Parties to, this
proceeding.

206  (2) Avista is an electric company and a public service company subject to
Commission jurisdiction.

207 (3) Avista bears the burden to demonstrate that its provisional rates subject to refund
are fair, just, reasonable, and sufficient. The Commission’s determination of
whether the Company has carried its burden is determined based on the full
evidentiary record.

208 (4) Avista has not demonstrated that the rates allowed to go into effect January 1,
2025, subject to refund, are fair, just, reasonable, and sufficient.

209  (5) Colstrip Units 3 and 4 are coal-fired resources as that term is defined in RCW
19.405.020(7)(a).

210 (6) After a careful analysis considering the canons of statutory interpretation,
we interpret the terms “retired” and “retirement” in RCW 19.405.030(3)
in accordance with Section II above.

211 (7) The provisions of CETA apply to the proceedings in this docket because we find
that the Company will have retired Colstrip Units 3 and 4 pursuant to RCW
19.405.030(3) by 12:00 a.m. January 1, 2026.

212 (8) The A&A Agreement between Avista and NWE is not subject to
Commission approval under RCW 80.12.020 because, pursuant to RCW
19.405.030(1)(a)’s requirement that coal-fired resources be removed from
Avista’s allocation of electricity on or before December 31, 2025, Colstrip Units 3
and 4 will not be able to provide any benefit to Avista’s Washington customers.

213 (9) The Commission should reject the request to have Avista file the A&A
Agreement for Commission approval pursuant to RCW 80.12.020.
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(10)

(11)

(12)

(13)

(14)

(15)

(16)

(17)

(18)

(19)

The Commission should require Avista, as a condition of this order, to comply
with the condition for review of future agreements transferring assets for the
purpose of complying with a requirement of CETA, as described in paragraph 67.

The 13 human health and safety investments in Colstrip are fully used and useful.

Avista has not demonstrated that its remaining capital investments in Colstrip are
used and useful for service in Washington after December 31, 2025.

The Commission should disallow a prorated portion of the Colstrip capital
investments based on the portion of the investment’s useful lives in service prior
to December 31, 2025.

Avista shall file an update to this docket detailing when the U4 Generator Exciter
and the Northern Cheyenne AAQ System were placed into service along with all
supporting documentation. If either asset was placed into service prior to
December 31, 2025, Avista should be allowed to recover a prorated portion of the
costs associated with those investments, consistent with the proration
methodology described in paragraphs 129-130.

The TOFA Bucket Replacement U3 and U4 System Burner components of the
NOx control system was previously disallowed in Avista’s 2019 GRC Settlement,
Final Order 08/05 in Dockets UE-200900 et. al, and are imprudent.

Avista’s remaining investments and costs related to Colstrip that are not
disallowed as not used and useful are prudent.

Avista should be required to refund over-collected revenue in accordance with our
determination in Section VIII of this Order. The computation of the over-
collected amounts are attached to this Order as Appendix A (Confidential).>*’

Avista shall file its final regulatory accounting for all Colstrip costs, including

true-up and refund consistent with the direction in this Order, as of December 31,
2025, on or before March 31, 2026, and other interested parties shall have the
opportunity to review and respond to such filing.

This Order fully and fairly resolves the issues in these dockets and is in the public

337 Appendix A (Confidential) shall be provided to Avista and parties that have signed the
protective order agreement and shall be posted to the docket.
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interest.
(20) The Commission Secretary should be authorized to accept by letter, with copies to

21

all parties to this proceeding, a filing that complies with the requirements of this
Order.

The Commission should retain jurisdiction over the subject matters and the parties
to this proceeding to effectuate the terms of this Order.

ORDER

THE COMMISSION ORDERS:

(1)

)

)

(4)

©)

(6)

The proposed tariff reviews Avista Corporation d/b/a Avista Utilities filed on
October 31, 2024, and suspended by prior Commission Order, are deemed
approved, subject to the condition set forth in paragraph 67 of this order.

Avista is authorized and required to make compliance filings in this docket
including all tariff sheets that are necessary and sufficient to effectuate the terms
of this Order. Avista shall file its final regulatory accounting, including true-up
and refund consistent with the direction in this Order, for all Colstrip costs as of
December 31, 2025, on or before March 31, 2026.

Avista is required to comply with the condition for review of future agreements
transferring assets for the purpose of complying with a requirement of CETA, as
described in paragraph 67.

As a condition of compliance with this order, Avista is required to submit an
update to this docket indicating when the U4 Generator Exciter and the Northern
Cheyenne AAQ System, with supporting documentation, and the record should be
reopened for the limited purpose of incorporating this information. If the assets
were placed into service prior to December 31, 2025, Avista is authorized to
recover a prorated portion of the value of those assets, consistent with the
methodology described in paragraphs 129-130.

Avista is required to refund over-collected revenue in accordance with our
determination in Section VIII of this Order.

Avista is required to file its final regulatory account for all Colstrip costs as of
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December 31, 2025, as part of its Schedule 99 annual filing on or before October
31, 2026, consistent with the guidance in this Order. As part of such filing, other
interested parties shall have the ability to review and contest Avista’s investments.

(7) The Commission Secretary is authorized to accept by letter, with copies to all
Parties to this proceeding, filings that comply with the requirements of this Order.

(8) The Commission retains jurisdiction to effectuate the terms of this Order.

Dated at Lacey, Washington, and effective December 19, 2025.

WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION

) '~.

BRIANJ QYBARIK, Chair

. / - I‘. P / N /
'// j: o == JI(-J- e ;;_f &

AN

ANN E. RENDAHL, Commissioner

W VC—C

MILTON H. DOUMIT, Commissionet



NOTICE TO PARTIES: This is a final order of the Commission. In addition to
judicial review, administrative relief may be available through a petition for
reconsideration, filed within 10 days of the service of this order pursuant to RCW
34.05.470 and WAC 480-07-850, or a petition for rehearing pursuant to RCW
80.04.200 or RCW 81.04.200 and WAC 480-07-870.
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