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Exhibit No. ___ (JH-3)
Dockets UE-120436 & UG-120437
AVISTA CORP. Page 1 of 10

RESPONSE TO REQUEST FOR INFORMATION

JURISDICTION: WASHINGTON DATE PREPARED: 05/14/2012
CASE NO: UE-120436 & UG-120437 WITNESS: Elizabeth Andrews
REQUESTER: WUTC Staff - Huang RESPONDER: Howard Grimsrud
TYPE: Data Request DEPT: Projects/Fixed Assets
REQUEST NO.: Staff—-150 TELEPHONE: (509) 495-2936

EMAIL: howard.grimsrud@avistacorp.com
REQUEST:

Please provide monthly journal entries recorded during the periods 2007-2011 pertaining to the cost of the
PCB transformer system testing removal project, including attachments and supporting documents.

RESPONSE:

There were two (2) journal entries posted to correct account coding for PCB testing from 2007 — 2011.
Since testing under Avista’s accelerated identification and removal of PCB tainted transformers program
should be expensed, the journals were prepared to correct previously posted transactions. The original
transactions were testing vendor invoices charged to the project, so no monthly journals were processed.
The adjusting journal for June 2011 (Staff DR 150 Attachment A) was a reversing journal entered to re-
classify the transactions for quarter reporting and the journal for July 2011 (Staff DR 150 Attachment B)
represents the final adjusting entry. :

Page 1 of 1
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Transformer mineral ofl contained PCBs to provide haat and fire resistance until PCBs were prohibited in "
1979. With the prohibition of PCBs Avista began to manage and remove PCB tainted transformers 1o
maet compliance obligations with Federal EPA standards, Avista has removed all known transformers

that fall under the federal EPA standards and plans to remove all tainted transformears to meet the more
stringent state standards. Although there is no requirement to remove PCB tainted transformers there

are specific disposal requirements when they are removed from service. Avista has recorded an Asset
Retirement Obligation for these disposal costs.

In 2007 Avista initiated a program to perform a comprehensive accelerated identification and removal
of all PCB tainted transfarmers as part of an overall asset management program. This identification
program is outside the scope of the recorded ARO. The testing program focused on approximately
16,000 units could not be identified through serial number sequencing, manufacture year or batch
number for spetific testing. A testing vendor, JACO Construction Inc., developed a method for PCB field
testing in-service transformers that would allow a systematic approach for identification of tainted
transformers without requiring removal of all unidentified units for testing. Upon initiation of the
identification program a new capital project was requested by operations management to capture the
program costs as capitalized Cost of Removal (FERC account 108).

Past experience indicated 10% of unidentified transformers would contain PCBs and therefore be
schaduled for removal. Since field testing was performed for PCB identification and did not result in
immediate removal of any transformers field identification should have been treated as a period
gxpense. This treatment is consistent with FERC accounting standards and Avista’s documented
accounting policy.
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Exhibit No. __ (JH-3)
: Dockets UE-120436 & UG-120437
AVISTA CORP. Page 10 of 10

RESPONSE TO REQUEST FOR INFORMATION

JURISDICTION: WASHINGTON DATE PREPARED:  05/11/2012

CASE NO: UE-120436 & UG-120437 WITNESS: Elizabeth Andrews

REQUESTER: Public Counsel RESPONDER: Jeanne Pluth

TYPE: Data Request DEPT: | State & Fed. Regulation

REQUESTNO.: PC-081 TELEPHONE: (509) 495-2204 o
EMAIL: jeanne.pluth@avistacorp.com

REQUEST:

Reference Electric Restating Adjustment 2.14 (PCB Transformer). The workpapers supporting this
adjustment appear to indicate that a total amount of $1,400,725.19 was transferred from Accumulated
Depreciation (FERC Account No. 108) to Distribution Mainténance Account 595, but that only
$1,278,063 was eliminated as non-recurring with concurrent recognition of proposed amortization of such
amount over three years. Please answer/explain:

a. What constitutes the difference between the $1,400,725 recorded in Account 595 and the total
amount of $1,278,063 removed from account 595?

b. Was/is it the Company’s intent to leave unadjusted within recorded test year operations $122,662
of ongoing transformer removals? If so, please explain and justify such ratemaking proposal.

RESPONSE:
a) The difference of $122,662 represents the amount of costs that were for 2011.
b) The Company intended to remove only the 2007 through 2010 costs as prior period costs. The

costs incurred in 2011 were incurred during the test year, therefore it is appropriate to leave those costs in
the 2011 results. '
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