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REQUEST:

Reference Ms. Elizabeth Andrews’ testimony pages 70 through 77, electric operations Restating Adjustment No. 2.16 as well as supporting spreadsheet workpaper “Colstrip & CS2 Maint Amort.xls.”  Please answer/provide the following regarding the noted adjustment:

a. Please confirm, or explain/demonstrate/quantify to the contrary if applicable, that during the 2011 historic test year Avista charged a total of $5,918,106 of Washington jurisdictional non-fuel non-internal-labor maintenance expense for the Coyote Springs 2 and Colstrip 3 & 4 plants, which would have consisted of $5,401,854 of actual Washington jurisdictional non-fuel non-internal-labor maintenance expense for the Coyote Springs 2 and Colstrip 3 & 4 plants plus $516,252 of expense that represents the amount of Washington jurisdictional non-fuel non-internal-labor maintenance expense being collected in rates that exceeded “actual” 2011 historic test year costs.

b. If the answer to subpart (a) is not confirmed, please explain why Avista did not defer to maintenance expense accounts the amounts being collected in rates that exceeded actual maintenance costs being incurred?

c. If the answer to subpart (a) of this request is confirmed, please state and show where test year recorded maintenance expense has been reduced to capture actual amounts recorded – which would include the $516,252 of deferred maintenance expense – to the “actual” level of maintenance expense which would be exclusive of deferred maintenance expense.

RESPONSE:
a. As shown on Andrews electric work paper page E-CCOM-1, during the historical test year the Washington jurisdictional share of the actual maintenance expenses was $5,432,665 plus the directly assigned deferral expense of $516,251 for a total 2011 Colstrip and CS2 Maintenance Expense per Books of $5,948,916.  The difference is entirely due to the Production/Transmission ratio in effective rates at the time of the deferral compared to the updated Production/Transmission ratio associated with the 2011 historical test year.  
b. Not Applicable.
c. The actual test year recorded maintenance expense is embedded in the FERC 551 through 554 and 510 through 514 accounts as shown on work paper page E-CCOM-3.  These values are part of the line 7 Operating Expenses amount in Ms. Andrews Exhibit No.___(EMA-2).  The deferral expense is shown on Andrews electric work paper page 1.00-10 (E-ROO) under FERC account 407460 labeled Amortization of Deferred CS2 & Colstrip O&M.  This value is part of the line 10 Regulatory Amortization amount in Ms. Andrews Exhibit No.___(EMA-2).
Also please see Avista responses to Public Counsel Data Request Nos. 92 and 94.

SUPPLEMENTAL – 06/19/2012

In further response to part c. above, the Stipulation at page 8 (see Docket No. UE-110876, Settlement Stipulation) states:

“The amount of expense to be included for recovery in future general rate cases would be the actual maintenance expense recorded in the test period, less any amount deferred during the test period, plus the amortization of previously deferred costs.”
The Stipulation was written in anticipation that the deferral amounts in the test period could be an increase or a reduction to expense.  To calculate the expense included in the test period (2011), one would use the actual maintenance expense of $5.4 million less the deferred expense (less -$.5 million, causing a positive), totaling $5.9 million for the 2011 test period expense. This $5.9 million for 2011 expense, plus ¼ of the 4-year amortizations of the 2011 and 2012 deferrals (or plus -$.129 million related to 2011 and +$1.1 million related to 2012 deferrals) total $6.9 million, equating to the 2013 rate period expense. Both of these calculations are shown in the table below:

	 
	 
	Millions
	 

	 
	
	 $         5.4 
	2011 Actual Colstrip & CS2 Maintenance Expense

	Less: 
	
	
	 

	 
	
	 $       (0.5)
	Deferral (less - = +)  (1)

	 
	
	 $         5.9 
	Total Colstrip & CS2 Maintenance expense per books in 2011

	 
	
	
	Also represents the proposed base for UE-120436

	 
	
	 $       (0.1)
	2013 amortization expense, 1/4 of 2011 deferral

	 
	
	 $         1.1 
	2013 amortization expense, 1/4 of 2012 deferral

	 
	
	 $         6.9 
	Expense in  2013 including amortization of 2011 and 2012 deferrals

	 
	 
	(1) Amount refunded to customers during the period 2012-2015.


Consistent with the above Stipulation language, for rate making purposes the Company included $5.9 million in the Company's test period, as this was the amount per books, and are refunding to customers $.5 over the period 2012-2015 for the amount deferred during the 2011 test period.  The net effect to customers of the expense collected in 2013 of $5.9 million, plus the rebate to customers of the 2011 amortization received during 2012-2015 of $.5 million, totals the $5.4 million of actual expense experienced in 2011, prior to the required deferral. Or, in other words, customers will not incur more than the $5.4 million of actual expense paid by the Company for 2011.

The Company deferrals are calculated by subtracting actual costs from authorized costs.  Deferrals can be positive (adding to expense) or negative (reducing expense).  When the deferrals, positive or negative, are combined with the actual level of expense, the result is the level of expense included in base rates.

In 2011 actual costs were less than authorized costs by $516,251 (WA share), so when the deferral is combined with the actual costs of $5,432,665, the result is the authorized cost of $5,948,916 for the new year (excluding amortization of any deferrals).  Per the Stipulation language, the Company’s revenue requirement would be based on the $5,948,916 amount (excluding amortization of any deferrals).  The Company should not eliminate the deferral, and it has not been eliminated. 

Please note, in the process of completing the Company’s response to PC_DR_093-Supplemental, the Company determined that two of the descriptions on Andrews’ work paper 2-16 (Ref. E-CCOM-1) need to be revised.  Please see PC_DR_093-Supplemental – Attachment A for the revised workpaper, showing that the $9,118,511 system ($5,948,916 WA) should have been labeled “Colstrip and CS2 Maintenance Expense per Books, including Annual Deferred Expense” and also labeled “Proposed UE-12__Deferral Base.   Please also note, Andrews testimony at Exhibit No.__(EMA-1T), page 71, line 11-13, should state that the 2011 combined CS2 and Colstrip 3 & 4 system baseline as proposed by the Company in this filing, is $9.119 million (Washington amount $5.949 million).
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