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AVISTA CORP.
RESPONSE TO REQUEST FOR INFORMATION
JURISDICTION: WASHINGTON DATE PREPARED: 06/27/2012
CASE NO: UE-120436 & UG-120437  WITNESS: Elizabeth Andrews
REQUESTER: Public Counsel RESPONDER: Jennifer McCauley/Jeanne Pluth
TYPE: Data Request DEPT: Corporate Accounting/State
o & Federal Regulation

REQUEST NO.: PC —152-Revised TELEPHONE: (509) 495-2303/2204

EMAIL: jennifer.mccauley(@avistacorp.com

jeanne.pluth@avistacorp.com
REQUEST:

Please provide total Avista consolidated, Avista electric operation’s and Avista gas operation’s stand
alone federal income tax expense calculations for calendar years 2010 and 2011 (estimated if actual not
yet available.) Provide a calculation that begins with net income as reported within public financial

- statements, adds/subtracts permanent and timing differences to arrive at current federal taxable income
used in determining current federal income tax expense. For each book and tax difference, describe the
difference, provide the amount of the difference for each year and indicate whether the difference is a
“permanent” or “timing” difference. Also, for each timing difference state or provide the following:

a. Description of the turnaround period.

b. Show the application of the current effective federal income tax rate to the each year’s timing
difference and the resulting calendar year deferred expense provision for items afforded normalization
tax treatment. Alternatively please confirm that such timing difference is being afforded “flow
through” rate and accounting treatment.

c. For items for which deferred taxes have been accrued in prior years, provide the turnaround
amortization amount, stating or showing the federal effective tax rate utilized in the original deferral
period(s). '

RESPONSE:

Please see PC_DR_152-Attachment A — Revised for Avista Utilities federal income tax expense
calculation for 2010 and 2011. This calculation begins with Book Income before Taxes of $138,867,063,
which agrees to the reconciliation provided in PC_DR 228 — Attachment A (which was a reconciliation
of the Company's results of operations to the Company's consolidated income statement.) This
attachment also shows Schedule M adjustments, both permanent and temporary (also operating vs. non-
operating) to arrive at taxable income for the utility. It should be noted, that the Company does not use
this amount that is recorded in the general ledger for its results of operations (ROO) report. The
Company calculates a current FIT amount, which is described below.

Please see PC_DR_152-Attachment B (electric) and PC_DR_152-Attachment C (natural gas) for a
reconciliation of Schedule M adjustments detailed in Attachment A to the Schedule M adjustments used
in the calculation of current FIT expense for ROO (which is the starting point of our rate case.) These
Schedule M adjustments agree to the adjustments in the case, as shown in Andrews' workpapers (Page
1.00-20 and 1.00-21 for electric and 1.00-15 for natural gas), with the exception of one Schedule M
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adjustment. It was determined that the Schedule M adjustment for AFUDC was omitted from the
ROO/case calculation. A revised current FIT calculation has been provided in PC_DR_152-Attachment
D (electric) and PC_DR_152-Attachment E (natural gas.) The electric impact is approximately $312,000
reduction to FIT expense and the natural gas impact is approximately $20,000 reduction to FIT expense.

On PC_DR_152-Attachment B (electric) and PC_DR_152-Attachment C (natural gas), the Schedule M
adjustments have been shown by jurisdiction and by permanent vs. temporary. The temporary
adjustments are used to reconcile to the DFIT expense included in ROO/rate case. Natural gas DFIT
expense in Washington reconciles to the case within $108,000. The additional plant DFIT of
approximately $670,000 for Washington represents difference due to prior flow through, varying FIT
rates in past years, permanent plant basis differences, etc. This is consistent with the amount from
previous years.

It was noted that electric DFIT does not reconcile to DFIT expense in Washington in ROO and therefore
the rate case. It was determined that there were two prior period adjustments in 2011 that should have
been eliminated from ROO. The Washington impact is approximately $1.513 million reduction to DFIT
expense.
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Adjustment No.
AVISTA UTILITIES

Electric FIT Adjustment
For the Twelve Months Ended December 31, 2011

Workpaper Ref. E-FIT-revised

System Washington ldaho

Taxable NOI per Results 74,294,723 39,353,482 34,941,241

(Per E-FIT-12A)

Schedule M Reallocations and Adjustments

(1) Injuries and Damages
Elim Orig Alloc (626,069) (419,648) (206,421)
(2) AFUDC (1,378,196) (892,299) (485,897)

Omitted from ROO in error
38,041,535 34,248,923

Reallocated Taxable NOI i 72,290,458
FIT Normal Accrual per Result_s 26,003,153 13,773,719 12,229,434
(Per E-FIT-12A) ~

Adjusted FIT Normal Accrual 25,301,660 13,314,536 11,987,123

_ @o1493)[ (s9183)]  (242.310)]

[Total Current FIT Adjustment

System Washington Idaho
Deferred FIT Adjustment
(1) Injuries and Damages
Elim Orig Alloc 218,759 146,632 72,127
|Total Deferred FIT Adjustment . 218,759 146632 . 72127

JRD-4 Attachment D.xls
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Adjustment No.
AVISTA UTILITIES )
Electric FIT Adjustment Workpaper Ref. E-FIT-revised
For the Twelve Months Ended December 31, 2011

Amortized Investment Tax Credit Adjustment

ITC Normal Amortization per Results (152,268) (99,340) (52,928)
(Per E-FIT-12A, 6 months amort allowed)
Adjusted ITC Normal Accrual (annualized) ‘ (151,124) (113,868) (60,669)
|Amortized Investment Tax Credit - Noxon . %;1';1,44'11 (1a528)] (7.741)]
Effective Tax Rate Test
Net Operating Income Before FIT 168,192,768 99,602,347 68,590,421
Less: Allocated Interest Charges 51,456,966 33,020,425 18,436,541
116,735,802 66,581,922 50,153,880
Current FIT per ROO 26,003,153 13,773,719 12,229,434
Deferred FIT per ROO 18,200,734 11,779,223 6,421,511
Investment Tax Credit - Noxon (2,672,495) (1,743,536) (928,959)
Adjustment to Tax Expense (334,940) (327,079) (7,861)
Adjusted FIT Expense 41,196,452 23,482,327 17,714,125
Effective Tax Rate 35.29% 35.27% 35.32%
Adj for WNP3 tax effect on WA 417,207
34.64%
[Net EIT/DFIT/ITC Adjustment (481,590)  (327,079)  (177.,925)]
|FIT Adjustment for Production Ta 30839  20119] 10,720}
[Net Tax Adjustment - Revised - (450.751) (306,960) {(167.205)]
Net Tax Adjustment - Original 31,618 5,345 2,859
Difference | (482,369) (312,305) (170,064)|
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Adjustment No.

AVISTA UTILITIES
Gas FIT Adjustment
For the Twelve Months Ended December 31, 2011

Workpaper Ref. G-FIT-1 Revised

System Washington Idaho

Taxable NOI per Results 564,636  (1,687,525) 2,252,061

(Per G-FIT-12A)
Schedule M Reallocations and Adjustments

(1) Injuries and Damages

Elim Orig Sch M 75,001 50,691 24,310
(2) AFUDC (87,670) (57,740) (29,930)
Omitted from ROO in error
Reallocated Taxable NOI 551,867 (1,694,574) 2,246,441
FIT Normal Accrual per Results 197,587 (5690,634) 788,221
(Per G-FIT-12A) » ‘
Adjusted FIT Normal Accrual 193,153 (593,101) 786,254

L (4434) o (2467)  (1,987)]

[Current FIT Adjustment

System Washington Idaho

Deferred FIT Adjustment

(1) Injuries and Damages

Elim Orig Alloc ' (26,250) (17,742) (8,508)
(2) Prior Period Tax True Up
Elmin Orig Alloc (15,124) (10,222) (4,902)
Reallocated Taxable NOI (41,374) (27,964) (13,410)
|Total Deferred FIT Adjustment  ~ (41,374) (27,964 (13,410)
Effective Tax Rate Test

Net Operating Income Before FiT 28,928,284 17,678,831 11,249,453
Less: Allocated Interest Charges 9,016,656 5,775,487 3,241,169

‘ 19,911,628 11,903,344 8,008,284

Current FIT per ROO 197,587 (590,634) 788,221
Deferred FIT per ROO 8,247,870 5,719,049 2,528,821
Adjustment to FIT (45,308) (30,431) (15,377)
Adjusted FIT Expense 8,399,649 5,097,984 3,301,665

E

" [Net FIT/DFIT Adj - Revised

Net FIT/DFIT Adj - Original (15,123) (10,222) (4,901)

Difference [ (30,685) (20,209) (10,475)]
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