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l. INTRODUCTION

Q. Please state your name, business address, and present position with Avista
Corporation.

A. My name is Elizabeth M. Andrews and my business address is 1411 East Mission
Avenue, Spokane, Washington. My current position is Manager of Revenue Requirements in the
Department of State and Federal Regulation.

Q. Have you previously provided direct testimony in this Case?

A. Yes. My testimony covered accounting and financial data in support of the
Company's need for the proposed increase in rates. | explained pro formed operating results,
including expense and rate base adjustments made to actual operating results and rate base.

Q. What is the scope of your rebuttal testimony in this proceeding?

A. My rebuttal testimony will first explain the Company’s revised revenue
requirements for both electric and natural gas after taking into consideration the agreed to
components of the Partial Settlement’, and to reflect a few corrections and adjustments to actual
costs that have been identified through the discovery process. After these adjustments the
Company’s revised revenue requirement for its Washington electric and natural gas services is
$37,475,000 and $2,849,000 respectively. The revised rate base for the Company’s electric
service is $1,012,855,000, while the natural gas rate base remains unchanged from that filed in its
direct case at $178,263,000.

In addition, I will address each of the revenue requirement and rate base adjustments

incorporated by the Company for known changes, or as proposed by other parties to this case,

Rebuttal Testimony of Elizabeth M. Andrews
Avista Corporation
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primarily the Staff of the Washington Utilities and Transportation Commission (Staff) or by the

Public Counsel Section of the Washington State Attorney General’s Office (Public Counsel) in

their direct testimony.

A table of contents for my testimony is as follows:
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Description
I. Introduction

I. Revised Revenue Requirement and Rate Base
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! On September 4, 2009 the Company filed a Partial Settlement Stipulation with all parties to Docket Nos. UE-
090134, UG-090135 and UG-060518 (consolidated) agreeing to an agreed upon capital structure, power supply

adjustments and removal of the Company’s pro forma generation O&M adjustment filed in its direct case.
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1. REVISED REVENUE REQUIREMENT AND RATE BASE

Q. Have you prepared a summary table that shows the Company’s revised
revenue requirement and rate base for its electric and natural gas services after reflecting
the adjustments agreed to within the Partial Settlement as well as the Company’s position
on the remaining issues?

A. Yes, | have. Table 1 below provides a summary of the Company’s revised electric
revenue requirement and rate base proposed by the Company after taking into consideration the
adjustments agreed to within the Partial Settlement (assuming it is accepted by the Commission),

and a few other adjustments identified through the discovery process and the Company’s position

on the remaining issues.

Table 1 — Revised Revenue Requirement and Rate Base — Electric

SUMMARY TABLE OF ADJUSTMENTS TO ELECTRIC
REVENUE REQUIREMENT & Rate Base
000s of Dollars
Revenue
Requirement| Rate Base
Amount As Filed by Avista $ 69,762 |$1,007,076
Agreed Upon Adjustments through Partial Settlement: (1)
Net Power Supply Adjustments (27,537) 0
Cost of Capital
Adjust return on equity to 10.20% (6,152) 0
Adjust common equity to 46.50% (815) 0
O&M Generation - remove 2010 pro forma costs (2,372) 0
Summary Total of Avista Contested and Uncontested Adjustments (2) 4,589 0
Avista Rebuttal (revised) revenue requirement/rate base: $ 37,475 | $1,007,076
(1) See Partial Settlement Stipulation filed on September 4, 2009.
(2) See Exhibit No.  (EMA-5) page 1 for detail listing of adjustments.
Rebuttal Testimony of Elizabeth M. Andrews
Avista Corporation
Docket No’s. UE-090134, UG-090135 and UG-060518 (consolidated) Page 3



10

11

12

13

14

15

16

17

18

19

20

21

22

Exhibit No. __ (EMA-4T)

Table 2 below provides a similar summary for the Company’s revised natural gas revenue
requirement and rate base after reflecting similar adjustments.

Table 2 — Revised Revenue Requirement and Rate Base — Natural Gas

SUMMARY TABLE OF ADJUSTMENTS TO NATURAL GAS
REVENUE REQUIREMENT & Rate Base
000s of Dollars
Revenue
Requirement| Rate Base
Amount As Filed by Avista $ 4,918 | $ 178,263
Agreed Upon Adjustments through Partial Settlement: (1)
Cost of Capital
Adjust return on equity to 10.20% (1,088) 0
Adjust common equity to 46.50% (145) 0
Summary Total of Avista Contested and Uncontested Adjustments (2) (836) 0
Avista Rebuttal (revised) revenue requirement/rate base: $ 2,849 | $ 178,263
(1) See Partial Settlement Stipulation filed on September 4, 2009.
(2) See Exhibit No. _ (EMA-5) page 2 for detail listing of adjustments.
Q. In Table 1 and 2, above, you have shown items agreed to in the Partial

Settlement, could you please briefly explain their impact on the revised revenue
requirement?

A. Yes. Within the Partial Settlement the parties agreed to a revised cost of capital
including a 10.2% return on equity, a 46.5% common equity layer, an average cost of total debt
of 6.57%, and a revised rate of return of 8.25%. This revised cost of capital reduced the
Company’s electric requested revenue requirement by $6,967,000 and its natural gas requested
revenue requirement by $1,233,000. The Partial Settlement also established the power supply-
related adjustments agreed to by the parties, with the exception of Lancaster prudence, which is
still contested by Public Counsel. These adjustments reduced the electric revenue requirement by

approximately $27,537,000. In addition, the parties agreed to eliminate the generation operation

Rebuttal Testimony of Elizabeth M. Andrews
Avista Corporation
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and maintenance (O&M) pro forma adjustment as originally proposed by the Company in its
direct filing, reducing the Company’s electric request by an additional $2,372,000. It is
important to note however, that, as discussed briefly below in my testimony (and in greater detail
by Company witness Ms. Knox), the production property adjustment as proposed by the
Company is an offsetting adjustment — that will increase the Company’s revenue requirement
related to agreed-upon power supply adjustments and the generation O&M adjustment noted
above.

Q. Are you sponsoring an exhibit that summarizes the remaining issues?

A. Yes. A table is provided in Exhibit No._ (EMA-5), (see page 1 — electric and
page 2 — natural gas), which provides a detailed listing of each adjustment proposed by Staff,
Public Counsel, or the Company, and compares the revenue requirement and rate base changes.
Each of the adjustments will be described in Section Il below. 1 discuss the areas where the
Company has agreement with the parties and where we do not.

I am also sponsoring Exhibit Nos.__ (EMA-6) (Electric) and (EMA-7) (Gas), which were
prepared under my direction, and consist of worksheets showing the calculation of the revised
electric and natural gas revenue requirement including each adjustment as proposed by the
Company. In addition, Exhibit No._ (EMA-8) has been included to provide supporting

information for certain adjustments discussed in this testimony.

Rebuttal Testimony of Elizabeth M. Andrews
Avista Corporation
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1. REBUTTAL OF STAFF AND PUBLIC COUNSEL PROPOSED ADJUSTMENTS
AND AVISTA PROPOSED REVISED ADJUSTMENTS

Q. Please summarize the revenue requirement adjustments proposed by Staff
and/or Public Counsel that the Company is addressing in its rebuttal testimony, and any
adjustments to the Company’s case identified through the discovery process.

A Certainly. These adjustments are described in detail below. Please also see
Exhibit No. _ (EMA-5) pages 1 and 2 for the revenue requirement associated with each

adjustment as proposed by Staff, Public Counsel and/or the Company.

A. Non-Executive and Executive Labor

Q. Please describe the labor adjustments proposed by the Company in its direct
filed case and any corrections to those adjustments proposed by the Company at this time?

A. In the Company’s direct case the Company: (i) annualized the 2008 salary
increases which went into effect March 1, 2008 for administrative and union employees; (ii)
adjusted the executive employee salaries to actual in 2008 for the current executive team; (iii) pro
formed the average salary increases expected for 2009, at the time of filing, of 3.8% for
administrative and executive employees, and 4% for union employees; and (iv) pro formed in the
salary increases expected for March 1, 2010 of 3.8% for administrative, union and executive
employees. The Company now proposes to adjust the Company’s non-executive and

executive labor adjustments for the 2009 actual increases paid to employees on March 1, 2009 of

2.5% for administrative employees and 0% for executives. This reduces the Company’s electric

revenue requirement requested by $219,000 for non-executive and $35,000 for executive labor,

Rebuttal Testimony of Elizabeth M. Andrews
Avista Corporation
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and the natural gas revenue requirement requested by $59,000 for non-executive and $13,000 for
executive labor.
In addition, the Company has continued to reevaluate through administrative and

executive market studies and union wage analysis what the 2010 salary level increases is

expected to be for the upcoming year. For administrative and executives labor, results of these
studies as of September 2009 indicate an average expected increase of approximately 2.8% for
all companies participating (3.2% for the Utilities & Energy Industry Sector). Although these
studies are preliminary at this time, and the Company historically has used the Utilities & Energy
Industry Sector when evaluating Company increases for administrative and executive salary
increases, to be conservative the Company is proposing to reduce the pro forma 2010 increase
from 3.8% to 2.8% for this case. Please see Exhibit No. (EMA-8), page 6.

For union labor, although negotiations have not been completed for the upcoming 2010
union contract, to be conservative, the Company is also proposing to adjust the union salary
increases previously included in the Company’s direct filed case, down slightly from -
I 1 support of the 2010 revised increase included here, as shown at
Exhibit No. (EMA-8), page 7, the Company analysis includes a comparison of historical
journeyman/lineman classification wages in the Northwest. As can be seen on this exhibit, Avista
union employees are currently below the average wage (which includes Puget Power, Idaho
Power and Central PUD’s) included in this comparison by approximately 2%. The 2010 line on
this exhibit shows results of current contract negotiated wage increases for 2010 for the
comparable utilities (Idaho Power is unavailable until late in the year). As shown on the exhibit,

if one were to average the wage increases for those Companies whose wage information is

Rebuttal Testimony of Elizabeth M. Andrews
Avista Corporation
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10

11

12

13

14

15

16

17

18

19

20

21

22

Exhibit No. __ (EMA-4T)

available at this time, prior to any 2010 wage increase for Avista union employees, Avista
employees will be under the average wage by approximately 6%. Therefore, the Company
believes the increase included for the Company’s revised union 2010 labor is conservative, and
the minimum increase anticipated.

These additional adjustments to the Company’s direct case, further reduces the
Company’s revenue requirement by approximately $409,000 for electric administrative and
union labor and $15,000 for electric executive labor. For the natural gas section, these additional
adjustments reduce the Company’s revenue requirement by approximately $108,000 for natural
gas administrative and union labor and $4,000 for natural gas executive labor. Supporting
information for these revised adjustments are provided at Exhibit No._ (EMA-8), pages 1
through 8.

Q. Taking into consideration the above revisions to the Company’s direct filed
labor adjustments, could you please summarize the net impact on the Company’s revenue
requirement?

A. Certainly. The net impact to the Company’s revenue requirement for adjusting for
actual 2009 increases, and revising expected increases for 2010 due to more current information,
reduces the electric revenue requirement by approximately $628,000 for administrative and union
employees and $50,000 for executive employees. For natural gas, the net impact is a revenue
requirement reduction of approximately $167,000 for administrative and union employees and
$17,000 for executive employees.

Q. Have Staff and Public Counsel addressed the non-executive and executive

labor adjustments?

Rebuttal Testimony of Elizabeth M. Andrews
Avista Corporation
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A Yes. At pages 5 through 10 of Staff witness Ms. LaRue’s direct testimony, and
page 11 through 13 of Public Counsel witness Mr. Larkin’s direct testimony, both proposed
adjustments to the Company’s non-executive and executive labor expense. Public Counsel
accepted the non-executive annualization of 2008 labor (however as described further below,
they did not agree with the initial annual 2008 level of officer labor included in the Company’s
direct filing), and recognized the 2009 salary corrections noted above. Staff accepted the 2008
annualization of non-executive labor and the 2008 expense level for executive labor. However,
Staff only recognized the 2009 correction for officers noted above, and did not include the non-
officer 2009 adjustment.

Q. Did Staff and Public Counsel make additional salary adjustments for non-
executive and executive labor for 2010?

A. Yes. Both Staff and Public Counsel argue that the 2010 salary increases pro
formed into this case for administrative, union and executive employees are not known and
measureable and should be excluded. For administrative and union labor, they each reduced the
Company’s revenue requirement requested by approximately $1,300,000 for electric and
$344,000 for natural gas. For the executive labor component, their adjustment reduced the
Company’s revenue requirement by $55,000 electric and $16,000 natural gas.

Q. Do you agree with this assessment that the 2010 labor increases are not
known and measurable and therefore should not be accepted?

A. No, I do not. First, as stated above, for administrative and executive labor, during
2009 the Company has continued to evaluate through market studies and union analysis of what

the latest 2010 salary level increases are expected to be for the upcoming year. These market

Rebuttal Testimony of Elizabeth M. Andrews
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studies, as of September 2009, are showing expected increases to be between 2.8% and 3.2%. To
be conservative, the company is expecting this increase to be no less than 2.8%.

Q. In Avista’s prior rate case did Public Counsel support a rate period
adjustment for non-officer and union wages?

A Yes. Specifically, in Avista’s recently concluded case in Docket No. UE-080416
and UG-080417, Public Counsel witness Mr. Majoros, supported the inclusion of a $1.19 million
adjustment to capture pro forma, estimated, non-officer compensation for the prospective rate
period by stating:

| have made this change because | am not objecting to the increase to 2009

levels [rate period increase]. Ordinarily I would object to Avista’s

increase to 2009 levels on the grounds that it is beyond the test year.

Because the rates resulting from this proceeding will not be in effect until

2009 [January 1, 2009], | have not challenged the increase of wages to a

2009 level. However, that estimated increase should be conservative.

(Emphasis added) (Exhibit No.__ (MJM-4T), page 19, lines 10-14.)

Q. Returning to this case, did Public Counsel make any additional salary
adjustment for executive labor?

A. Public Counsel also reduced executive labor expense, reducing the Company’s
revenue requirement by an additional $137,000 for electric and $35,000 for natural gas relating to
the 2008 level of executive salaries included (before adjusting for 2009 and 2010 increases).
With the correction for the 2009 actual salary increase of 0% for 2009, and their removal of 2010
salary increases, Public Counsel attempts to annualize the salary increases included in the
Company’s 2008 test period for executive employees. However, to annualize the 2008 salary

levels, Public Counsel argues that the percentage used to annualize the 2008 executive employee

salaries should be no higher than that used to annualize the administrative salaries, which was

Rebuttal Testimony of Elizabeth M. Andrews
Avista Corporation
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approximately 1.519% (3.67% effective 03/26/08 * 177 (10/1/07-3/26/08) / 365.) Mr. Larkin
argues this adjustment is appropriate because the 2008 increases for executive officers were not
known.

Q. Do you agree with this adjustment?

A No, | do not. First, the actual executive salary information for 2008 for each
officer was provided to all parties with my workpapers to this case. In addition, if Public
Counsel believed this information was not provided, they had an opportunity to ask for this
information through discovery. Second, due to changes in the officer team (and changes in the
level of responsibilities) during 2007 and 20082, to determine the appropriate 2008 salary level to
start with before pro forming in 2009 and 2010 increases, the Company did not simply annualize
the test period (10/1/2007 to 9/30/2008) actual executive labor expenses, as Public Counsel
proposes. More appropriately, the Company instead used actual salary information for each
executive charged to the utility operations for the current executive team.

Q. In summary, other than the changes to the non-executive and executive labor
adjustments proposed by the Company, should any other adjustments as proposed by Staff
or Public Counsel be approved by this Commission?

A. No, they should not. Staff and Public Counsel provide no arguments regarding
prudence of, nor do they adjust the level of, non-executive or executive labor expense charged to
the Utility and included in the Company’s test period expense (other than Public Counsels’ failed

attempt to annualize the 2008 executive salaries).

% The Company reflected actual salary information for the current executive team, reflecting 2007 and 2008 changes
for executives and changes in responsibilities (i.e. Gary Ely’s retirement as Chief Executive Officer (CEO) on
12/31/2007 and Scott Morris’ promotion to CEO on 1/1/2008, are a few examples of the changes.)

Rebuttal Testimony of Elizabeth M. Andrews
Avista Corporation
Docket No’s. UE-090134, UG-090135 and UG-060518 (consolidated) Page 11
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In addition, the Company has historically granted wage increases each year in March
using the average rate increases shown in the studies or union analysis (if not otherwise already
negotiated by union contract), therefore the increases proposed by the Company are known and
measureable, as shown in the table below:

Table 3 — Comparison of Market Wage Studies versus Average Actual Increases

Projected Per Studies: Historical |Report: (Preliminary)
Look - Non-Union 2004/2005 2005/2006 2006/2007 2007/2008 2008/2009 2009/2010
Used For Year: 2005 2006 2007 2008 2009 2010 *
Industry Sector: Utilities &

3.50% 3.50% 3.60% 3.70% 3.50% 3.20%
Energy
Year 2005 2006 2007 2008 2009 2010
Avista Authorized Average pay To Be Determined
Increase (Exempt/Supervisors/ 3.50% 3.00% 3.50% 3.80% 2.50%] (Used 2.8% for
Managers) Rebuttal)
* Although the Industry Sector: Utilities & Energy is typically used for the Company's upcoming year salary
increases, to be conservative, the Company used the average increase for all companies participating in the
survey, which was 2.8%.

For these reasons, Staff and Public Counsels’ adjustments to non-executive and

executive labor, beyond those identified and proposed by the Company, should be rejected.

B. Incentive Compensation

Q. On pages 10 through 12 of Staff witness Ms. LaRue’s, and pages 19 through
20 of Public Counsel witness Mr. Larkin’s direct testimony, both propose to reduce the
Company’s pro forma incentive compensation adjustment from the 6-year average
proposed in Avista’s direct filing to the actual incentive compensation expense paid for

2008. Do you agree with this adjustment?

Rebuttal Testimony of Elizabeth M. Andrews
Avista Corporation
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A No. Although Staff or Public Counsel take no issue with the inclusion of the 2008
actual incentives included in the Company’s rate case, they both object to the Company’s
adjustment of the actual incentives paid to reflect a 6-year average. The impact of this
adjustment by both parties reduces Avista’s revenue requirement for electric by $592,000 and
natural gas by $164,000.

Staff argues at pages 10 and 11 of Ms. LuRue’s direct testimony that the Company’s use
of an average is inappropriate because:

Averages are used to determine a representative dollar amount to be used when

the test period is not “normal.” The Company has provided no support for the

proposition that the 2008 incentives are not “normal,” or why the prior six years

are more representative than the test year.

Public Counsel, on the other hand, at page 20 of Mr. Larkin’s direct testimony provides
the table shown below (Larkin Table 2), created from the information provided in Company
workpapers, and simply argues that the Company’s actual 2008 amount of incentive
compensation is a more representative figure of this expense because this expense has been
declining in recent years, and that due to the Country’s economic situation, it is unlikely that

incentive expense will increase to the Company’s projected level.

Rebuttal Testimony of Elizabeth M. Andrews
Avista Corporation
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Larkin Table 2 - Total O&M Incentive Expense

2003 $ 3,469,127
2004 $ 3,788,428
2005 $ 6,182,891
2006 $ 4,722,467
2007 $ 3,392,515
2008 $ 2,856,368
6 Yr Avg $ 4,068,632
TY Incentive Exp. $ 2,856,368
Pro forma increase $ 1,212,264

Q. Do you agree with Staff’s argument that the Company provided no support

for the proposition that the 2008 incentives are not “normal” or Public Counsel’s argument

that the 2008 level of expense is “a more representative figure” of this expense?

A. No, I do not. First, in regards to Staff’s argument, | did explain starting at page

30, line 8, why the Company used a 6-year average, as follows:

Since annual Company incentive plan payouts can often vary year-to-year, the
Company has chosen to propose an average of annual pay outs. Often where there
are revenues or expenses that can vary significantly from year-to-year and
therefore uncertain as to the appropriate level, the Commission has utilized or
approved averages to properly reflect a fair and reasonable level of revenue or
expense to be included in customers’ rates. ...Utilizing a 6-year average, using
years 2003 through 2008, includes common incentive plans that are comparable
from year-to-year, and is consistent with other average methods utilized by this
Commission. (Emphasis added)

Rebuttal Testimony of Elizabeth M. Andrews
Avista Corporation
Docket No’s. UE-090134, UG-090135 and UG-060518 (consolidated)
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The Company then went on to provide other examples where the Commission has
accepted averages, such as for “injuries and damages” and specific transmission revenues
currently approved in Avista’s rates today.

Mr. Larkin’s table (Larkin-Table 2) shown above, also only serves to support my
position. As can be seen from this table the annual incentive expense varies significantly from
year-to-year ranging between $2.8 million and $6.2 million, with the average being $4.1 million.
This table shows that the Company’s incentive expenses have a high degree of variability that
has occurred over the last six years. It also shows that the amount included in the test period is
not “normal” as defined by Staff, nor is it “a more representative figure” of this expense just
because this expense has been declining in recent years. This specifically shows that the expense
level does vary significantly from year to year, making it difficult to determine on an annual basis
a representative level or “normal” level of what the upcoming rate year expense may be,
therefore supporting the use of an average.

Either way, the Company has provided sufficient evidence to support the use of an
average to set the appropriate expense, which then helps to avoid peaks and valleys of revenues
or expenses in a single year, thereby distorting the revenue requirement of that year. Due to the
volatility of levels of incentive payout from year to year, incentive compensation expense is a
prime candidate for using some form of an average in order to minimize the fluctuations
impacting ratepayers from one year to the next, and helps to normalize incentive expenses
through time, so that the expenses included in customer rates do represent a “normal” or “a more

representative figure.”

Rebuttal Testimony of Elizabeth M. Andrews
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Q. Has a form of average for incentive compensation expense been accepted by
this Commission in previous dockets?

A Yes. As stated earlier, | previously provided in my direct testimony, examples of
other types of revenues or expenses where this Commission has approved the use of averages in a
number of different circumstances (i.e. injuries and damages and transmission revenues). Other
examples, which have been approved by this Commission, include power plant availability and
storm damages. These are all examples of revenues or expenses where the revenue or expense
level do vary significantly from year to year, making it difficult to determine on an annual basis a
representative level of what the upcoming rate year expense or revenue may be, thereby
supporting the use of an average.

In addition, in the Company’s Washington electric and natural gas rate cases (Docket

Nos. UE-070804 and UG-070805) the Commission Staff proposed the use of an average during

that proceeding for purposes of arriving at an “incentive level” as explained in Mr. Kermode’s
testimony:

The Incentive payout from 1999 to 2006 varied from $0 to $5,864,642, according
to the Company’s response to Staff Data Request #232 -Supplemental. Avista did
not pay any incentive payout during two out of the past eight years. It is my
opinion that the test year’s higher than normal incentive compensation should not
be included in the company’s results of operations used to determine rates but,
rather, a levelized expense should be used instead. ..... | levelized the high and
low incentive payouts by averaging the past eight years of incentive payouts.

This adjustment as proposed by Staff, resulted in a reduction to the Company’s request,
rather than an increase to it, as in this case. An average method needs to be determined based on

the merits of the underlying costs (i.e. significant fluctuations from year-to-year), and not

whether the adjustment results in a reduction or increase to the Company’s results.

Rebuttal Testimony of Elizabeth M. Andrews
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Q. Why did the Company choose a 6-year average rather than some other
average for your calculation?

A | used a 6-year average (2003-2008) in which the incentive plans utilized by the
Company were similar, if not identical (the current incentive plan was first utilized in the year
2002). This 6-year average was also similar to other examples (i.e. injuries and damages) where
a 6-year average was used by the Commission.

Q. What are your thoughts regarding Public Counsel’s statement “due to the
Country’s economic situation, it is unlikely that incentive expense will increase to the
Company’s projected level”?

A. Public Counsel provided no support for its assertion, and reflects a
misunderstanding of how the incentive payouts are triggered. Under the Company’s incentive
plan, payouts are made if the O&M cost per customer targets are met or exceeded (along with
other targets such as CAIDI, SAIFI, and customer satisfaction ratings), meaning the Company’s
cost per customer must be less than that expected by the Company for the year before any payout
can occur. If triggers are met, however, payments are made. This, in effect, serves to reduce
costs ultimately charged to customers, and serves as an “incentive” for Company employees to
beat those targets. Each year these targets are re-set based on the new year’s goals and provide a
level of incentive opportunity for employees to achieve. In other words, each year’s payouts are
independent of what the previous year’s payouts were, and are, instead, totally dependent on cost
savings achieved by the Company for that year.

Q. Staff also rejected the Company’s use of the Consumer Price Index (CPI) to

reflect costs in 2008 dollars. Would you respond?
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A Incentive compensation is based on employees salary levels at the time of payout,
which salary levels have increased over time (at an average inflation rate that has been similar to
the CPI rate). If one does not adjust the historical years’ expenses so that they are based