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PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

My name is Dennis E. Peseau. My business address is Suite 250, 1500 Liberty Street,
S.E., Salem, Oregon 97302.

BY WHOM AND IN WHAT CAPACITY ARE YOU EMPLOYED?

I am President of Utility Resources, Inc. (URI). URI has consulted on a number of
economic, financial, and engineering matters for various private and public entities for
more than twenty years.

ARE YOU SPONSORING EXHIBITS IN THIS CASE?

Yes, attached are Exhibits 301, 302 and 303, which were prepared by me or under my
supervision.

DOES EXHIBIT 301 ACCURATELY DESCRIBE YOUR BACKGROUND AND
EXPERIENCE?

Yes.

HAVE YOU TESTIFIED PREVIOUSLY BEFORE THIS COMMISSION?

Yes. I have testified before the Idaho Commission on numerous occasions since the early
1980’s.

WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY IN THESE
PROCEEDINGS?

My testimony discusses two issues in Avista Corporation’s (“Avista” or “the Company”)
cost of service study that are, in my opinion, incorrect and particularly onerous to higher
load factor customers including my client, Clearwater Paper Corporation. [ believe the

issues I raise, and the corrections I propose, significantly improve the accuracy of
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Avista’s cost of service for Clearwater without materially modifying the Company’s
eventual allocation of costs to other customer classes.

WHAT IS THE FIRST COST OF SERVICE ISSUE YOU RAISE IN THESE
PROCEEDINGS?

The first issue pertains to the classification of transmission costs. I provide a brief
historical background with examples of transmission cost classification methods
currently used by neighboring utilities, as well as the Federal Energy Regulatory
Commission (“FERC”) to argue transmission costs are incurred to meet Avista’s winter
and summer peak loads. As this Commission and many other regulatory bodies have
recognized, transmission facilities are constructed primarily for meeting system peak
loads and such costs therefore are properly classified as demand. Avista, however,
allocates nearly two thirds of system transmission costs to energy.

WHAT IS THE PRACTICAL RESULT OF AVISTA’S CLASSIFICATION OF
SIGNIFICANT TRANSMISSION COSTS TO ENERGY?

The Company’s classification method shifts high system costs it incurs to meet peak
demands to off -peak periods. This result is prejudicial and unfair to high load factor
customers such as Clearwater. It is also a terrible economic policy because customer
rates under this method will be too low during peak periods, and too high during lower-
cost, off-peak periods. The skewed rates will promote more on-peak demand, leading to
greater required generation, transmission and some distribution facilities, to the detriment

of all Avista customers.
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PLEASE DESCRIBE YOUR PROPOSED CORRECTION TO AVISTA’S
CLASSIFICATION OF TRANSMISSION COSTS.

I recommend that 100% of Avista’s transmission costs be classified as demand related.
This is the method routinely used by FERC for both Avista and Idaho Power, and it i$ the
classification adopted by this Commission in the last Idaho Power rate case. Admittedly,
there are cases in which a small portion of a company’s transmission costs are classified
as energy costs for various reasons, but Avista’s classification of 63.5% of such costs to
energy is completely unprecedented in my experience.

DOES AVISTA ATTEMPT TO JUSTIFY THIS CLASSIFICATION IN ITS
TESTIMONY?

Not really. I think the classification simply is an unintended result of a misapplication of
the “peak credit” cost of service study Avista uses.

BOTH YOU AND AVISTA WITNESS MS. TARA KNOX REFER TO THE
“PEAK CREDIT METHOD.” WHAT IS THIS?

The peak credit method has a long history of use, but for generation costs only. The peak
credit method was first developed by the National Economic Research Associates, Inc.
(“NERA™) in 1977 as part of a national effort to foster a sound U.S. energy pricing policy
among the states. These efforts eventually formed the underpinning for costing and
reporting requirements under the Public Utility Regulatory Policies Act (“PURPA”) of
1978.

The point that I must emphasize in this regard is that the peak credit method pertains to,
and is valid only for, generation facilities. The peak credit refers to the process by which
the total capital costs of a generation plant are split, or “credited” into demand and energy

classifications. In short, the capital costs of baseload generating plants, because they are
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more efficient than a peaking plant, have a fuel savings component that is “credited” to
energy, while the minimal capital costs associated with a combustion turbine (“peaker”)
are “credited” to demand.

TO YOUR KNOWLEDGE, WAS THE PEAK CREDIT METHOD THAT AVISTA
APPLIES TO BOTH GENERATION AND TRANSMISSION PLANT EVER
INTENDED TO BE APPLIED TO TRANSMISSION PLANT?

No. Unlike generating facilities, transmission facilities do not have a fuel savings
component, and therefore, they have nothing logical to “credit” or classify to energy.
The peak credit method originated by NERA was applied only to the classification of
generation plant. Transmission plant was always classified to demand in the NERA
studies. Avista should reconsider this issue, and the Commission should use the 100%
demand classification that it has adopted in all prior [daho Power Company proceedings.
HAVE YOU MADE THESE RECOMMENDED CHANGES IN THE COMPANY
COST OF SERVICE MODEL?

Yes. My Exhibit 302 contains a three page summary of the outcome of changing
Avista’s original base case by a reclassifying of transmission to 100% demand.

HOW WOULD YOUR PROPOSED CHANGE TO AVISTA’S COST OF
SERVICE MODEL BE IMPLEMENTED?

The change from Avista’s assumed 36.49/63.51 demand/energy split to 100% demand
simply requires the user to locate the “assign worksheet” in the Company cost of service
model and change Avista’s transmission classification percentages to 0% energy, 100%

demand.
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PLEASE SUMMARIZE THE RESULTS OF YOUR PROPOSED
RECLASSIFICATION.

The results are summarized in Table 1 below. In this table, each customer class’s return
contribution is compared to respective rates for the class. A so-called “return ratio” is
then computed for each customer class. If each customer class had rates in effect that
exactly equaled its costs to serve, the return ratio would be unity (one). If a customer
class’s return index is greater than (less than) one, it is paying a rate higher than (lower

than) its cost of service.

CUSTOMER CLASS BASE CASE-RETURN INDEX* CLEARWATER RETURN INDEX **
Resid-Schedule 1 .85 .82
General Service 11-12 1.48 1.44
Large Gen Service 21-22 1.26 1.27
Extra Large Gen 25 .59 .64
Extra Large Potlatch 25P 73 .84
Pumping Service 31-32 143 1.47
Lighting Service 41-49 92 .94

*36.49% demand, 63.51% energy
**100% demand, 0% energy

Note that the changes in the return ratios of all customer classes, with the exception of
Clearwater, are very small. However, this change in transmission classification has a
fairly significant impact on the calculated return ratio of Clearwater—an increase from
.73 to .84. This overall result is expected, due to Clearwater’s relatively level
consumption throughout the year. Again, I regard my change of transmission
classification as consistent with the way Avista plans its system. It improves cost
allocation to reflect peak and off-peak seasonal cost differences, and attributes demand
costs according to cost causation. The detailed results of this modification are provided

in my Exhibit 302,
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PLEASE EXPLAIN YOUR SECOND ISSUE REGARDING TRANSMISSION
COSTS.

The second issue is very similar to the first issue I raised above. Avista’s cost of service
study further misallocates peak season transmission costs to off-peak seasons by, in effect,
assuming that customer demands use transmission capacity equally in each and every
month of the year. Just as I argued that Avista’s system planning of transmission facilities
is driven by its need to meet peak season (summer and winter) customer demands, this
same principle calls for allocation of transmission costs to Avista’s peak seasons. Failing
to do so, as now is the case in Avista’s cost of service study, again understates higher peak
season costs. Therefore, peak rates are under priced, while off-season rates are overpriced.
HOW DOES AVISTA’S COST OF SERVICE STUDY MISALLOCATE
TRANSMISSON COSTS?

Unlike most electric utilities, including Idaho Power for example, Avista implicitly
assumes that lower customer demands in the off-peak fall and spring seasons impose
“stress”—that is, capacity utilization of its transmission facilities—equal to that in the high
demand winter and summer seasons. This cannot be justified in fact.

HOW DO MOST OTHER UTILITIES PERFORM TRANSMISSION DEMAND
ALLOCATIONS?

Since the need for transmission facilities is driven by seasonal peak demands, peak
demand months are easily identified, and as a result, costs are allocated predominantly (not
always entirely) to these months. Consequently, summer and/or winter months logically
show the highest costs of service.

An illustration of transmission éosts being allocated to the peak season is the Commission-

approved Idaho Power method of weighting its transmission costs according to “peak
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deficiencies” of each month. Peak deficiencies occur overwhelmingly in the months of
June, July and August on Idaho Power’s system. Idaho Power, therefore, allocates all
transmission costs to this summer season.

DOES AVISTA’S SEASONAL PATTERN OF CUSTOMER PEAK DEMANDS
FOLLOW THOSE EXPERIENCED IN IDAHO POWER’S SERVICE SYSTEM?
No. To appropriately modify Avista’s current twelve-month, equally-weighted method,
one must recognize that Avista typically experiences both summer and winter month
system peak demands.

HOW DO YOU PROPOSE TO MODIFY AVISTA’S COST STUDY IN THIS
REGARD?

Avista experiences significant winter month peak demands in November, December,
January and February. The Company experiences significant summer month peak
demands in June, July and August. Rather than allocate transmission costs to summer only
as Idaho Power does, it is appropriate to spread Avista’s transmission demand costs to both
the four-month winter and the three-month summer seasons.

HAVE YOU COMPLETED AN AVISTA COST OF SERVICE STUDY THAT
INCORPORATES BOTH OF YOUR RECOMMENDATIONS PERTAINING TO
THE RECLASSIFICATION AND REALLOCATION OF AVISTA’S
TRANSMISSION COSTS?

Yes. My Exhibit 303, consisting of three pages, summarizes the results of such a study.
As expected, the better allocation of transmission costs to the higher cost peak demand
seasons shows that customers using power on a level, more efficient basis throughout the

year receive more favorable (lower) allocations of transmission costs.
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WHAT IS THE SPECIFIC FINDING FOR CLEARWATER IN THIS STUDY?
Exhibit 302, which only reclassified transmission to 100% demand, produced a return ratio
of .84 for Clearwater. Exhibit 303 shows a return ratio for Clearwater of .92, or very
nearly unity (Ex. 303, Pg. 1 of 3, line 40, column (k).
PLEASE SUMMARIZE YOUR CONCLUSIONS AND RECOMMENDATIONS.
After correcting Avista’s cost of service treatment of transmission costs, Clearwater’s
relative rate of return is roughly equivalent to the average for all customer classes. Given
the fact that there are still problems with the reliability of Avista’s underlying cost of
service data, I recommend that any increase in Avista’s rates that may be granted in this
case be spread “across the board™ to all customer classes.
DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?

Yes.
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ExniBIT 301

STATEMENT OF OCCUPATIONAL AND
EPUCATIONAL HISTORY AND QUALIFICATIONS
DENNIS E, PESEAU

Dr. Peseau has cﬁnducted economic and financial studies for regulated
Industries for the past thirly-five years. In 1972, he was employed by Southern
California Edison Company as Assoclate Economic Analyst, and later as Economic
Analyst. His responsibilities included review of financial testimony, incremental ¢ost
studies, rate design, sconometric estimation of demand elasticities and varlous areas
inthe field of energy and economic growth. Also, he was asked by Edison Electrical
Institute to study and evaluate several prominent energy models as part of the Ad
Hoc Committee on Economic Growth and Energy Pricing.

From 1974 1o 1978, Dr. Peseau was employed by the Public Utility
Commissioner of Oregon as Senior Economist. There he conducted & humber of
economic and financial studies and prepared testimony pertaining to public utilities.

In 1978 Dr. Peseau established the Northwest office of Zinder
Companigs, inc. He has since submitted testimony on economic and financial
mattors before state ragulatory commissions in Alaska, California, Idaho, Maryland,
Minnesota, Montana, Nevada, Washington, Wyoming, the District of Columbia, the
Bonneville Power Administration and the Public Utilities Board of Alberta an over one
hundred occasions. He has conducted marginal cost and rate design studiss and
prepared testimony on these matters in Alaska, California, Idaho, Maryland,

Minnesota, Nevada, Oregon, Washinglon and in the District of Columbia. He has

EXHIBIT 301

CASE NOS. AVU-E-09-1/ AVU-G-09-1

D. PESEAU -CLEARWATER PAPER CORPORATION
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also conducted cost and rate studies regarding PURPA issues in the states of
Alaska, California, (daho, Montana, Nevada, New Yark, Washington, and
Washington, D.C,

Dr. Peseau holds the B.A., M.A. and Ph.D. degrees in economics.

He has co-authored a book in the fisld of industrial organization entitled,
Size, Profits and Executive Compensation in the Large Corporation, which devotes
a chapter to regulated industries.

Dr, Peseau has published articles in the following professional journals:
Review of Economics and Statistics, Aflantic Economic Joumal, Journal of Financial
Management, and Journal of Regional Sclence. His articles have been read before
the Econometric Society, the Western Economic Association, the Financial
Management Association, the Regional Science Association and universities in the
United Kingdom as well as in the United States.

He has guest fectured on marginal costing methods in seminars in New
Jersey and California for the Center of Professional Advancement. He has also
guestlectured on cost of capital for the public utility industry before the Pagific Coast
Gas and Etectric Association, and for the Executive Seminar at the Colgate Darden
Graduate School of Business, University of Virginia.

Dr. Peseau and his firm have participated with and been members of the
American Economic Association, the American Financial Association, the Western

Economic Association, the Allantic Economic Assoclation and the Financlal

EXHIBIT 301
CASE NOs, AVU-E-09-1/ AVU-G-09-1
D. PESEAU -CLEARWATER PAPER CORPORATION
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‘Managsment Association. He was formerly 8 member of the Staff Subcommittee on
Economics of the National Association of Regulatory Utility Commissioners,

Dr. Peseau has been President of Utility Resources, Inc, since 1985.

ExHiBIT 301
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D. PESEAU -CLEARWATER PAPER CORPORATION
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ExmiBIT 302

Exhibit 302
Dennis Peseau

Sumcost AVISTA UTILITIES \daho Jurisdiction
Scanario; Transmission 100% Demand  Cost of Service Basic Summary Electric Utifity 0114005
AVU-E-04-01 Melhod For ihe Twelve Months Linded Seplember 30, 2008
{0) ic} (0} te) Y] L) ) 0] [} (® [t} o}
Residential General Large Gen  Cxtralaige FExtraluge  Pumping Street &
System Service Service Service  Gon Sorvice Scrvice Pollatch  Service  Arealights
Dascription Totai Seh 1 Sch 1112 Sch 21-22 Sch 25 Sch 25 Sch31-32  Sch41-49
Plant n Service
1 Production Plant 3373000 136227560 37.650.968 75194994 32149197 86363517 5862243 1183321
7 Teansmission Plant 160,356,000 63487002 17679040 31601337 13.200791 31.706.788  2.331.273 337.169
3 Distribution Plant 301018000 197358427 61571478 91364302 90.733.997 2456602  8.513166 18,320,328
4 Inlangible Pian 39.605.000 15,807,254 4,248,738 1542130 3052665 8072075 532436 249.113
§  Ceneral Plant 61,178,000 328718422 8,074,244 9,367,357 2,815,008 6,276.885 955,397 1,010,689
6 Total Plant in Service 1076801000 444556664 129223368 216070719 61960646 134575867 16400516 2210121
Accum Depreciation
7 Production Planl (146,687.000)  (52.867,187) (14.716423) (29540,070) (32,641.759) (34.411,303) (2.348986)  (471,.275)
8 Transmission Planl (B5.770,0000  (22.079.647)  {6.148455) {10.890.500r  (4.594,130) (11.027.055)  (812.862)  (117.261)
9 Uistribution Plant (121,422000) (60622702 {17.696.227) (28.258437)  {3.147,084) (689.459) (2423038} (8,585.042)
10 Intangible Plent (G,504000)  (3229.49) (814065 (1064170} (356,089} (B40665)  (102.0M0) {88,466
11 General Planl (26.764.000)  {M.2960/8)  (3532300) (4.098008) (1.231,502)  (2.746896) _ {417.965) {42154
12 Tolal Accumulaied Doprecialion (357.147.000)  (153.085.007) (42.907.474) (73551274} (21.970.584)  (49.423.480) {6.104,884) (8,704.197)
13 Net Plant 668,744.000 291473567  86.315.894 141,119445 39900062  85,152387 12295621 12.397.023
14 Accumulatod Deferred FIT (94.277.000)  (40548.508) (19.660.277) (19.474,353) (6.898.141) {13.212.801) (1.858511) (1823414
15 Miscellaneous Rate Base 2,967 000 614,613 238.204 171,966 342491 932,131 52457 9138
16 Total Raie Base GI7.434000  261539.673  FAB0386 122473058 34434412 T28TI7 10688566 10.582.747
17 Revenue From Retait Rales 220,252,000 86358000 27841000  46634,000 14,497,000 37,941,000 4139000  2.842.000
18 Other Operating Rovenues 32,968,000 12,229,454 3420656 6654523 2733318 7,164,247 528,842 167.960
19 Tolal Revenues 253,160,000 95567451 31270656 53288523 17230318 45105247 4667842 3009850
Cparating Expensas
20 - Production Expenses 132.634.000 46,952,246 13071925  %.812020 11520641 31666824 2157965 452,380
21 Transmissiop Expenses 8,348,000 3,305.019 920330 1645140 687,678 1.650,598 121,674 17,662
22 Distibution Expenses 9,626,000 4628565 1334788 2.266.3%0 326,069 68,905 183438 81887
23 Customer Accounting Expenses 3,484,000 257,745 566,133 159,263 3427 96,155 44,220 9,878
24 Customer Information Expenses 1.637.000 673.650 169,327 260612 110,134 295,791 23,169 4,319
25 Sales Expenses 235,000 78937 197 48,021 20,867 60,2710 3.99% 94
26 Admin & Goneral Expenses 21,805,000 11,236,717 2835422 3471185 1031914 2313643 345,867 370,253
27 Total Q&M Expensos 177,469,000 53446368 18019007 34662588 13733479  36.452187  2860.328 1674192
28 Taxes Other Than [ncome Taxes 8,751,000 3608.710 144,737 1.827.617 594,641 1,381,033 151,527 142,836
29 Ofherincome Retgted items {106.000} {41,853 {11.855) (20.903) {8.744) {21,069 {1,550) (226}
Depreciation Expense
30 Production Plant Depreciation 9,335,000 3.397.568 945.964 1.876.80t 800.892 2137718 148,120 28936
31 Yeansmission Plant Depreciation 3,232.000 1,279.566 356,317 636.930 266,240 639,043 42107 6,796
32 Distribution Plant Deprociation 10.048.000 4,965,167 1.601,384 459,009 306.220 51,900 226,182 438421
33 Goneral Plam Depreciation 4867000 2589723 842,344 745,218 223,947 499,358 76,006 80,405
34 Amortization Expense 2,266,000 817.505 221618 463,762 193,936 520,139 35,942 7,108
35 Total Doprecialion Expenise 29.738.000 13,059,525 377360 8470738 1191236 3.848,157 §33.358 561,364
36 Income Fax 6,445,000 1.487.949 1.791.006 2333476 (5,848) 473,220 265,336 99,773
37 Totat Operating Expenses 222.291.000 B7LGO588 29517705 44973427 16104715 41833527 3829000 2477938
38 Netincoms 30,863.000 11,026,766 §.152.951 8,315,006 1,125,603 Jznan 838.843 §32.021
39 Rateof Return 5.34% 4.38% 1.68% 6.79% 327% A.48% 7.85% 5.03%
40 Rewm Ratio 1.00 082 144 127 061 084 147 094
41 interes! Expense 19,055.000 8.300.669 2471455 4,039,893 1138316 2,404,726 Al 349.225
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Exhibit 302
Dennis Peseau

Sumeost AVISTA UTILITIES Igaho Jurisdiction
Seenario: Transmission 100% Demand.  Revenue to Cost by Functional Component Summary Clectric Utility 0114105
AVU-E-04-01 Method For the Twelve Monins Ended September 30, 2008
(b} {c} (9) {0} u] (o} {n} G} 0] () U] {m}
Residential General largeGen  Extialerge  Exvalarge  Pumping Stresl &
Sysiem Service Service Service  Gen Service Servico Pollaich  Service  AreaLights
Deseription Total Seh s Seh 14.12 $ch 21.22 Sch 25 Scn 269 §ch31.32  Sch 4149
Functional Cost Components at Current Retum by Schedule
1 Production 135,566,805 47034012 14226584 28494448 11216221 31789078 2,347,461 460.002
2 Transmission 16,171,354 9.932,869 2148335  3636:581 1,108,882 3017,069 293110 34498
3 Distibution 43,256,271 20,098,457 1964768 10526592 1051516 577,802 1085423 1931718
4 Common 25,257,569 13.292,082 3481313 39876318 1421312 2,657,051 413006 415784
§  Tolal Current Rale Revenue 220.252.000 86358,000 27843000 46834000 14497000 37,941,000 4.138000  2.842000
Expressed as $AWh
6 Production $0.03887 $0.04049 $0.04400 §0.04026  $0.03570 $0.03502  $0.03693  $0.03346
7 Trensmission $0.00464 $0.00511 $0.00664 $0.00514  $0.00353 $0.00332  $0.00409  $0.00251
8 Distribution $0.01240 $0.01730 $0.02469 $0.01487  $0.00338 $0.00064  $0.01846  $0.14062
9 Common $0.00724 $0.01144 $0.01077 $0.00662____ $0.00357 $0.00282 _ $0.00703 _ $0:03025
10 Total Cunrent Mslded Rales $0.06316 $0.07435 $0.08610 30.06587  50048%4 $0.04178  $0.07040  $0.20674
Functional Cost Components at Uniform Current Return
11 Production 136,108,108 48206604 13421185 27511320 MBI1ST0 32472185 2213484 . 463461
12 Transtission 16,382,662 6447214 179533 3233223 1353686 327143 240,347 35654
13 Dislibution 42,444,209 21,496,635 £.553,913 9.265.498 1,273,644 600,669 875718 1978132
14 Common 25.317,020 13523641 3340464 3875981 1,164,865 2,598,296 396,363 418.220
15 Totat Uniform Current Cost 220.252.000 90074430 25110.806 43886037 15511965 38948203 372492 2895468
Expressed as $/kWn
16 Production $0.63903 $0.04150 $0.04151 $003886  $0.03762 $0.03577  $0.03765 8003371
17 Transmission $0.00470 $0.00555 $0:00565 $0.00457  $0.00431 $0.00361  $0.00409  $0.00269
18 Distribution $0.01217 §0.01885 $0.02027 $0.01309 $0.00405 $0.00066 $0.01490  $0.14380
19 Common $0.00728 $0.01164 $0.01033 $0.00547  $0.003/1 3000286 3000672 $0.03042
20 Total Current Unitorm Moldod Rales $0.06316 80.07755 $0.07766 $0.06198 $0.04963 $0.042 $0.06336  $0.21063
21 Revenve to Cost Ratio af Current Rates 1.00 0.96 m 1.06 0.93 097 1 098
Functional Cost Components at Proposed Return by Schedute
22 Production 148,184,010 50908968 15264709  30.821.809 12516418 35654308 2528803 480123
23 Transmission 21.345,730 7630815 2598760 4591717 1,635,406 4,483:246 364,528 41,197
24 Distribution £5.171.601 26.040.675 9811431 13612311 1,629,266 707495 1368991 2,201,730
25 Common 26.803.629 14,056,481 3661000 4214082 1214909 2,790,262 436877 428,950
26 Totat Proposed Rale Revenue 251.485.000 G300 31326000 53140000  16.605,000  A3635.000  4599,000 3,153,000
Expressed as $Wh
27 Produglion $0.04248 $0.04383 $0.04718 $0.04353 . $0.03984 $0.03027  $0.04301  $0.03493
8 Transmission $0.00612 $0.00657 $0.00804 $0.00649  $0.00521 $0.00404  §0.00620  $0.00300
29 Distribution $0.01562 $0.02242 $0.03034 $001908  $0.00487 $0.00078  $0.02320 8016016
30 Common $0.00768 $0.01210 $0.01132 $0.00696 0.00387 $0.00307 _ $0.00743  $0.03128
3t Yol Proposed Melded Rates $0.07211 $0.08492 $0.09688 $007505  $0.05378 5004806  §0.07993  $0.22936
; Cost Comp at Uniform Reg Return
32 Proguction 147,899,815 52478421 14510528 295883208 12833571 35192047 2401403 500637
33 Transmission 21.280.678 8319611 2316686 4206575 1764316 4311013 314.439 48,039
34 Distribution §6.407.201 28.447.276 8,666,992 12308,135  1.646,166 691,720 1168879  2476.973
35 Common 26.897.308 14,365,869 3548453 4,118.200 1,237,800 2,762,458 A20116 444392
36 Total Unitorm Cost 757485000 103,611,196  20.342659 50516179 17481852  42957.238  4305.837  3470.039
Exprassed as $&Wh
37 Production $0.04241 $0.04518 $0.04519 $0.04221  $0:04085 $0.03876  $0.04085  $0.03642
38 Transmission $0.00610 $0.00716 $0.00716 $0.00694 8000562 3000475 $0.00835  $0.00349
39 Distribution $0.01589 $0.02449 $0.02680 $001738  30:.00624 $0.00076  $0.019%0  $0.18018
40 Commen $0.00771 $0.01237 $0.01097 $0.00582  $0.00304 $0.00304  $0.00715  $0.03233
M1 Yotal Uniform Meloed Rales 30.07211 $0.06970 $0.09013 $0.07135 - $0.05564 $0.04737 5007324 $0.25242
42 Revenue to Cost Rutio at Proposad Rates 100 0.95 107 106 0.97 192 108 0.91
43 Gurrent Rovenue to Proposed Cost Ratio 0.88 0.83 0.96 0.92 0.83 0.88 0.9 0.82
fite: 1009 Elec Case / Floc COS Base Case / Sumcost Exhibils Page 20f3
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Exhibil 302

Dennis Peseau
Sumcost AVISTA UTIITIES idaho Jurisdiction
Scenario: Yransimission 100% Demand  Revenue to Cost By Classitication Summary Electric Utity (MA4i0b
AVU-E-04-01 Method for the Ywelve Months Ended September 30. 2008
] () {9} &) U] (9 0} i @ L} U} {m)
Residential General torge Gen  £xiralarge  ExiraLarge Pumping Streel &
System Service Service Service  Cen Service ServicePollaich  Service  AreaLights
Description Toat Seh 1 S¢h 1112 Seh 2122 Sch 2% Sch 26P Sch 3132 Sch4rd9
Cost Classifications at Current Retura by Schedule
1 Energy 112619068 37050368 11224027 23580616 9505270 28356736 2046987 445974
2 Demand 87.954 690 35.277.354 z 22121441 5051009 10229506 176402 986.722
3 Guslomer 19,660,941 13,365,060 3.876.28 621,938 6,661 950 369,541 1,430,507
4 Tolal Current Rate Revenue 220234718 85701782 27675049 46723995 14562950  3B587192 4170549 2863203
Expressed as Unit Cosl
5 Energy $wh $0.03229 $0.031:1 $0.03471 $0.03387  $0.03026 $0.03123  §0:.03482  $0.03244
6 Demand $ikwWimo $10.86 $11.35 $13.0 $11.71 $8.69 §7.45 $12.40 $2379
7 Customer $iCusitmo $1362 $11.30 $17.09 $36.01 $46.26 $79.13 §2328 3968
Cost Classifications at Uniform Current Retum
8 Energy 113,127,008 3799970 10578351 23446841 10045287 29013641 1923372 MO
9 Domand 87.455,196 37427884 10942955 20305813 5631907  10.609724 1526930  1.009.983
10 Customer 19,669,795 13,956,195 3.396,.945 547,069 8,663 1,067 302,839 1.457,286
11 Tokal Unitorm Cursent Cost 220,252,000 89383849 24918252 43969753 15685857 39624422 3752841 2917025
Fxprassed as Unil Cost
12 Energy $kwh §0.03244 $0.032/2 $0.03272 $0.03265  $0.03197 $0.03196  $003202  $0.03272
13 Demand Sikwimo $10.80 $12.04 $11.37 $10.75 $8.68 $7.73 $10.74 $24.35
14 Customer $/Cuslimo $1362 $11.80 §14.98 $3167 $60.16 $86 11 $1959  $976.00
15 Revenue to CostRatio al Current Rates 1.00 0.96 i1 1.06 0.93 0.97 1 0.98
Cost i at Prop Retum by Schedul
16 Energy 123,663.286 40,166,818  12.048488 26025548 10666672 32073719 2214433 467919
17 Demand 105,235,676 42383872 14543825 26420000 6300378 12360942 2084617 1122033
18 Cusiomer 22,641,282 15,318,467 4488212 799.123 10,967 1,569 436,621 1,586,343
19 Tokat Proposed Rate Revonuo 251.540.265 07869756  31.080525 53244680 16978018 44456220 473637 3476285
£xpressed as Unit Cost
20 Enorgy $ikiwh $0.03546 $0.03458 $0.03726 $0.03676  $0.03385 $0.03513  $0.03766  $0.03404
21 Demand $ikwimo $12.99 $13.63 $i6.14 $13.98 §10.83 $9.02 $14.66 32705
22 Customer $/Cushimo $1568 $12.96 $19.79 $46.26 $76.16 $129.95 $28.08  $1.062.62
Cost Classifications at Uniform Return
23 Lnergy 123,325,286 41425408 13631978 25200098 10,960,858 31628188 2096762 490201
24 Demand 105,076,407 45262045  13.2/8.750 24686413 6006083 121235648 18659603 1,250,964
25 Customer 23,083,307 16,109,616 4,304.823 127 666 12,021 1,486 382,498 1.746,198
26 Total Uniform Cost 251485000 1072.797.088 28915551  50614.878 17568963 43,754,324 4,338,763  3.495453
xpressed as Unit Cost
27 Energy $kwh $0.03536 $0.03567 $0.03567 $0.03558  $0.03486 $0.03484  $0.03567  $0.03567
28 lemend SkWino $12.97 $14.56 $13.79 $1307 $11.36 $8.83 §13.08 $30.37
28 Customer $/Custimo $15.89 $1362 §18.10 §42.13 $83.48 $123.87 $24.17  §1,168.92
30 Rovenueto Cost Ratio at Proposed Rates 1.00 0% 197 1.05 097 102 1.09 091
31 Current Revanue to Proposed Cost Ratio 0.88 0,83 0.96 0.92 0.83 0.88 0.96 082
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EXHiBIT 303

Exhibit 303
Dennjs Peseau

Sumcost AVISTA UTILITIES {gahe Jurisdiclion
Scenario: Trans 100% Dem - 7 CP Dem  Cost of Service Basic Summary Electric Uillity 01714105
AVU-E-04-01 Method For the Twalve Months Ended Scptember 30, 2008
(] (e} (@) (e ) L} L} @i} [0} K 1] (m)
Residentisl Ganeral LargoGen  Extslarge  Fxiratarge  Pumping Stieet &
Syslem Setvice Service Service  GenService Servico Pollaich  Service  Arealights
Description Total Seh 1 Sch 11-12 $ch 21-22 $ch 25 $Sch 25P Sch31-22  Schdt49
Planl in Service
1 Production Plani 373.731.000 137,814,008 IBEWATS 73505547 31,299,339 86,147,907 6049140 1316563
2 Transmission Plant 160,369,000 66,055,264 18,620,680 29924360 12365909 30499726 2423658 469404
3 Distribution Plant 391,018,000 187,358,427 61,520,478 91,364,302 10733997 2166602 8513166 19,320,328
4 Intangible Plant 39,605,000 16,029.277 4,330.141 7,397,106 2,979,703 1967726 639,895 261,152
5 General Plant 61,178,000 32,914,434 8,160,771 9213196 2.137.467 6,165,961 963,327 1,022.849
6 Total Plant tn Service 1,025,891,000 450177410 131781957 711.404518 60116404 131,937,923 18,589,086 22.380.407
Accum-Depreciation
7 Production Plant (148.667.000)  ($3.813.954) (1506/.218) {28915,114) (12327.382)  (33.661.628) (2381134}  (620.571)
8  Transmission Plant (55770,000)  (22.972.843)  (6,475.940) (30.407.162) (4.300.643)  (10.607,261) (842870)  (163.282)
9 Distibution Plant (1214220008  {60.622,702)  (17.696.227) (28,268437)  (3.147.034) (669.459)  (2.423.039) (6,985.042)
10 intangible Plant (6,504,000} {3,258,935) {824,887)  {1.014.898) {346,408} {835,799) {103,031} {69.986)
11 Generat Plant (26,764.000)  (14,399.326)  (3670,156)  (4.030.566) (1.197,576)  (2,687,469) (421,434)  (447474)
12 Tolal Accumulated Depreciation {357.147000) (155067818} (43.634.429) (72.686,175) (21.319.008) (48.481616) (6.171.507) (9.806.354}
13 Net Plant 668,744,000 295103690  B7.646:823 138748344  38.797.306 83.446,306 12417578 12,584,054
14 Accumuialed Defered FIT (94.277.000)  (41004,774)  (11.860,567) (19,117,637  (5.718,648) (12.956060) (1.677.864) (1.851.559)
15 Miscollancous Rate Base 2,967.000 639,422 247,300 761,762 334.338 920,471 53290 10416
16 Told Rate Base §77,434.000 254646238 76033566 120.392569 33412806 71410,7117  10,793.004  10,742.910
17 Reveaue from Retail Rates 220,262,000 86368000 27841000 46634000 14497000  37.941,000 4139000 2842000
18 Other Opersling Revenues 32.908.000 12477617 3,620,643 6,482,425 2,653,776 1,047,813 §37.180 180,746
19 Tolal Revenues 253.160.000 98835817 31361643 53126435 17948776 44988613 4676180 3022746
Operating Expenses
20 Production Expenses 132,634.000 47,592,856 13306800 26.393578  11.310,148 N,365,742 2,179,480 485,387
2t Teansmission Expenses 8,348,000 3438718 969,359 1.657,809 643,747 1,687,761 126,166 2441
22 Distribution Expenses 9.626.000 4,628,565 1334788 2.266,369 325.069 68,906 183439 818875
23 Customer Accounting {:xpenises 3,484,000 2511226 566,133 169,263 27 96,156 44,220 9,878
24 Customer information Fxpenses 1,537,000 682,508 172.57% 254,826 107,223 291,627 23,466 A5
26 Salos Expenses 235.000 8937 097 48,021 20,867 60,270 3.985 834
% Admin& General Expenses 21,606,000 11.314,682 286408t 3420128 1006230 2,216,906 348493 314281
21 Total D&M txpenses 111,469,000 70307691 19235710 34009983 13450417 35747,368 2909267 1718570
28 Taxes Olher Than Income Taxes 8,751,000 3868372 1,066,611 1.786,546 576,038 1,352,992 15353 145,910
23 Other Income Refaled items (106,000} {43,520} {12,2686) {19.814) {8.196) {20,286) £1.606) (312
Depreciation Expense
30 Pioduction Piant Deprociation 9,335,000 3467477 971596 1.830.137 1771924 2,104,862 150,469 32.638
31 Transmission Pianit Depreciation 3.232,000 1,331,320 315.296 603,119 249,232 614,715 48,846 9.463
32 Distribution Plast Dopreciation 10,048,000 4,965,162 1,601,384 2.489,029 306,220 $1.900 226,182 438321
33" General Plant Dopreciation 4,867,000 2618499 649.229 732,953 AL 490,531 16637 81.373
34 Amorbzation Expense 2,256,000 833441 233.454 443,352 188,700 $12,649 AT 1926
35 Total Depreciation Expense 79.738.060 13,215,909 3.830.958 6,068,591 1.739.851 3.774,658 538,612 569.421
36 Income Tex 6,445,000 1,169.527 1670.680  2.547.998 102.066 621,516 254,302 82.852
37 Tolal Operaling Expenses 222.297.000 88.307.978 25791695 44485304 15850170 4146230/ 385406 2516441
38 Netincome 30.863.000 10.527.639 5500849 8641172 1.289.606 3.506.306 822073 506,304
39 Rale of Relurn 5.34% 413% 7.33% 1.18% 3.86% 491% 162% 471%
A0 Return Ratio 100 0.7 137 1.34 0.72 0.92 143 0.98
41 Interes! Expenss 18,065,000 8.403.250 2508,066 38725088 1402610 2,366,514 356,183 354510
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Exhibit 303
Dennis Peseau

Sumcost AVISTAUTIITIES Idaho Jurisdiction
Scenario: Trans 100% Dem - 7 CP Dem  Revenue to Cost by Functional Componesl Summary Fleciric Ulility 0171405
AVU-E-04-01 Method For the Twelve Months Ended September 30. 2006
(2] {} (0} te) ] (9 {h) @) @ L) U} {nj
Residentiat Genoral Largo Gen  Exalarge  Extralaige  Pumping Sleel &
System Service Service Service Gen Service Service Pollaich — Service  Area Lights
Description Totel Seh 1 Seh 1112 Sch 21.22 Sch 26 Sch 2P Sch 3132 Schét49
Functional Cost Components at Current Return by Schedule
1 Production 135,850,617 47.358.891 14360253 28300355 11179927 31802900  2.356.732 489,558
2 Transmission 16,267,166 6,028,296 2198679 3559547 1,103,620 3,023,268 297,928 45628
3 Distribution 42,815,004 19,642,909 1784650 10836833 1,110,792 §83882  1.067.540 1,866,308
4 Common 25.229.244 13,327,908 3.491.418 3.937.266 1,102,461 2,530,850 414,799 418.416
$ Tolal Curtent Rate Revenup 220.252.000 86358000  27841,000 46634000 14497000  37.941,000 4130000  2.842.000
Expressed as $/kWh
& Production $0.03895 30.04077 §0.04441 $0.03997 $0.03658 3003503 004012 $0.03661
7 Transmission $0.00466 8000519 $0.00680 $0.00503  $0.00351 $0:00333 3000507  $0.00332
B Disiribution $0.01231 $0.01891 $0.02408 $0.01531 $0.00354 $0.00064 3001816 $0.13737
9 Common $0.00723 $0.01147 $0.01082 $0.00656 _$0.00351 $0.00279  $0.00708  $0.03044
10 Totaf Current Melded Rates $008316 $0.07435 £0.08610 3006587  $0.04614 004179 50.07040  $0.20674
Functional Cost Components it Uniform Current Return
11 Produglion 136.108.108 48863433 13698312 27088878 11607260 31689 2.235.223 496,784
12 Transmission 16,382,662 6,693,384 1.880.570 3072466  1.272818 3,161 473 248,616 48,335
13 Distiibution 42,044,208 21,906,159 6.567.4056 9259277 1270515 696,193 876038  1.978623
14 Common 25,317,020 13,620,229 3375804 3813021 1133193 2.562,994 398.592 423,186
16 Yolal Unitorm Curvent Cost 220,252,000 G075 HATINET 48,233,642  15.063.768 6,478,870  3.758.468  2.946.928
Expressed as $/kWh
16 Proguction $0.03903 $0:04206 $0.04224 $0.03826  $0.03695 $0.03543  §0.03802  $0.036%4
17 Yeansmission $0.00470 $0.00576 $0.00583 $0.00434 $0.00405 $0.60348  $0.00423  $0.00352
18 Dislribution $0.01217 $0.01886 $0.02028 $0.01308 $0.00404 $0.00066  $0.01490  $0.14383
19 Common $0.00726 $0.01173 $0.01044 $0.00539 $0.00361 $0:00281 $0.00678  80.03078
2 Toial Current Uniform Metded Rates $0.06316 $0.07641 $0.07879 $006106 50,0465 $0.04238 3006393 8021437
21 Revenue to CostRatio at Curent Rates 100 0.95 1.09 1.08 0.95 098 110 0.96
Functionai Cost Components at Proposed Return by Schedule
22 Production 148,481,238 $1.264.137 15395053 30618308 12482518 35,682.809 2,540,459 510,954
23 transmission 21.425.662 1.757.564 2660252 4492147 1618553 4,472,950 370.536 53660
24 Distribulion 4,805,356 25,539,003 8594000 13854577 1,697,800 14725 1349358 2,158.833
26 Common 28,772,744 14,089.236 367669 4174968 1196129 2,764,516 A38.647 A32.553
% Total Proposed Rate Revenue 251,485,000 98637000 31326000 53140000 16895000 43635000 ~ 4699000 3153000
Expressed iss $kWh
27 Production $0.04258 $0.04412 $0.04761 $0.04325 . $0.03873 $003930  $0.0432t  $0037W7
28 Trangmission $0.00614 $0.00568 $0.00823 3000634 $0.00515 $0.00493  $0.00830  30.00390
29 Uisiribution $0.01572 $0.02198 $0.02967 $0.01957 $0.00509 $0.00079 $0.02295  $0.15662
30 Common $0.00768 §0.01213 $0.01137 $0.00590  $0.00381 $0.00305  90.00746  $0.03147
3t Totsl Proposed Melded Rales 3007211 §0.08497 5009688 $0.07506  $0.05378 9004806  30.07983  $0.22036
Functional Cost Comp at Uniform Return
32 Production 147,898,815 53178441 14867387 28425961  12.603.557 34.863.043 2424922 536.704
33 Vransmission 21260678 8.616.065 2.425.387 4012920 1,666,900 4171672 324,400 63.314
34 Diskidbuton §5.407,201 78,467,201 867063 1230012 1.642.904 687055  Li70.213 2477484
35 Common 26,897,306 14,466,190 3,585,228 4,062,683 1,204,843 2716317 423,486 449,559
3% Total Uniform Cost 251.485.000 104.717.918 29.548,433 4979327/ 17.118.204 42437088 4343020  3.527.061
Expressed 2s $kWh
37 Production $0:04241 $0.01578 $0.04588 $0.04156 $0.04012 $0.03840 $0.04125  $0.03004
38 Transiission $0.00610 3000742 $0.00750 $0.00567 $0.00531 $0.00460 $0.00852  $0.00481
39 Distribusion $0.01589 $0.02450 $0.02682 3001737 $0.00523 $0.00076  $0.01990  $0.18022
40 Comemon $0.00771 3001245 $0.01108 $0.00572 _ $0:00383 $0.00209 _ $0.00720 _ $0:03270
41 Tolal Uniform Melded Rales $0.07214 $0.08016 $0.0013¢ $0.07033  $0.05449 30.04674  $0.07387  30.25657
42 Hevenue to Cost Ratio at Proposed Rates 1.00 0.94 100 107 0.99 1.03 108 0:89
43 -Current Revenue to Proposed Cost Ratio 0.88 0.82 0.84 0.94 0.85 0.89 095 081
File: 1209 Eiec Case/ Elec COS Base Case / Sumcost Exhibits Page20(3
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Exhibit 303
Dennis Peseau

Sumcost AVISTA UTILITIES fdaho Jurisdiction
Soenario: Trans 100% Dem - 7 CP Dem  Revenue (o Cost By Classification Summary Eleclric Utility 01114005
AVU-£.04-01 Msltod For the Twelve Months Ended Seplember 30, 2008
(o) <} () (e} 4] (@ thy {i 1} [t 4] (m)
Residential Genersl Large Gon  Extralmge  Extralarge Pumping Streel &
System Sorvice Service Servico  Gen Servico Service Pollaich  Sorvice  Arca tighls
DNescriplion Totat Scht Sch 1142 Sch 2122 Sch 25 Sch 25 Sch31-32  Sch4149
Cost Classifications at Current Return by Schedule
Energy 112,940,711 36.816.222 1132195 24.197.470 9,656,864 28659305 2.036.252 42413
{lemand 87,924.947 N30 12209471 22.677.259 5.214,061 10404633 1743431 964.770
Customer 19.429.029 13,212.218 3.808.046 640.726 1223 999 354,581 1,406,225
Fotat Currom Rate Revenue 720.294,687 84749458 2238713 47416456 14878139 30064937 4134214 2812409
Expressed as Unil Cost
Energy $KWh $0.03238 $0.03170 $0.03443 $003418 5003074 $0.03157  $0.03464  $0.03218
Demang SN0 $10.85 FANATS $12.78 $11.95 $8.97 $7.58 $12.26 $23.2%
Customer $/Cusymo $13.46 bIAY $16.79 $37.09 $50.16 $83.26 $2297 $941.21
Cost Classifications at Uniform Current Return
Energy 113,127,008 37,999,770 10578351 23,116,841 10045287 28013,641 1.923.372 449,747
Demand §7.465,196 37427884 10942955  D305813 6631807 10609724 1526930 1009963
Customer 19,669,795 13,856,198 3,396,945 547,099 8,663 1,057 302,539 1.457.296
Totak Uniform Cureenl Cost 220.252,000 89,383.840 24918252 43969753  15.684,857 39624422 3752841 2917025
Expressed as Unit Cost
Encrgy $kivh $9.03244 30.03272 $0.03272  $003265  $0.03197 3003196  $0.03272  $0.03272
Demand $kWimo §10.80 $1204 $11.37 $1075 $9.69 $7.73 $10.74 $24.35
Customer $iCustimo $13.62 $11.80 $14.98 $31.67 $60.16 $88.11 $19.59 $976.09
Revenue to Cost Rathoat Curvent Rates 1.00 0.95 1.08 1.08 .95 0.99 110 096
Cost Classifications at Proposed Return by Schedule
Eneigy 124046227 38.499.093  11.948.686  26,264515 10841177 32425944 2202358 464,148
Demang 105,227,736 MINE 409380 26922309 6468096 12584811 2062034 1098783
Cuslomer 22,388,312 15,150,363 4414132 819,827 11,614 1,617 431,191 1,559,566
Totat Proposed Rate Rovenue 251,662,210 96822074 30662203 54006652 17340888 45012377 4G955B3 314
Exprossed as Unit Cost
fnergy S$ikwh $0.03567 $0.03435 $0.03695 $0.03710  §0.03451 $0.03572  $0.03746  $0.03376
Demand Shwimo $12.99 $13.44 $14.85 $14.25 $1116 $917 $14.50 $26.49
Customer $/Custimo $15.51 $12.81 §19.46 $47.46 $80.65 §$134.01 $2193  $1.044.59
Cost Cl at Uniform Ry Return
Energy 123,325,286 41,426,408 11631978 25.200.799 10,950,858 31629189 2086762 490,291
Demang 105,076,407 45262045 13278750 24686413 6606083 12423648 1859803  1,259.964
Customer 23,083,307 16,109,616 4,104,823 127,668 12,00 1,486 382498 1,745,198
Total Unilorm Cost 261485000 102797068 28915551 50614878 17568963  43.764.324  A.338.763  3.435.453
Expressed as Unil Cost
Energy $hwn $0.03636 $0.03567 30.03567 §0.03558  $0.03486 §0.03484  §0.03567  $0.03567
emang SikWimo $12.97 $14.56 $13.79 $13.07 $11.36 $8.83 $13.08 $30.37
Cusiomer $1Custimo $15.99 §13.62 $18.10 $42.13 $83.48 $123.87 2477 §1,168.92
Revenue 10 Cost Ratic at Proposed Rales 1.00 094 1.06 107 0.99 .03 1.08 0.89
Current Revenue to Proposed Cost Ratio 0.88 0.82 .94 0.94 0.85 0.89 0.95 0.80
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ExmisIT 303

CASE Nos. AVU-E-09-1/ AVU-G-09-1
D. PESEAU -CLEARWATER PAPER CORPORATION
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