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BEFORE THE IDAHO PUBLIC UTILITIES COMMISSION

IN THE MATTER OF THE
INVESTIGATION INTO THE IMPACT
OF FEDERAL TAX CODE REVISIONS
ON UTILITY COSTS AND
RATEMAKING

CASE NO. GNR-U-I8-OI

STIPULATION AND SETTLEMENT

This Settlement Stipulation and Agreement (hereinafter "Stipulation") is entered into by

and among the following parties in this case: Avista Corporation ("Avista"), the Staff of the

Idaho Public Utilities Commission ("Staff), Clearwater Paper Corporation ("Clearwater"), Idaho

Forest Group, LLC ("Idaho Forest Group"), and Idaho Conservation League ("ICL"). These

entities are collectively referred to as the "Parties," and represent all of the parties in the above-

referenced case, as it relates to Avista. The Settling Parties understand this Stipulation is subject

to approval by the Idaho Public Utilities Commission ("IPUC" or the "Commission"). The

Parties request the Commission process this matter under Modified Procedure.
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I. INTRODUCTION

l. The terms and conditions of this Stipulation are set forth herein. The Parties agree

that this Stipulation represents a fair,just and reasonable compromise of all the issues raised in

the proceeding, is in the public interest and its acceptance by the Commission represents a

reasonable resolution of all issues identified in this case. The Parties, therefore, recommend that

the Commission, in accordance with RP 274, approve the Stipulation and all of its terms and

conditions without material change or condition.

II. BACKGROUND

2. On December 22, 2017, the President signed the Tax Cuts and Jobs Act of 2017

("TCJA") into law. A main feature of the TCJA reduced the federal corporate tax rate from 35o/o

to 27oh, effective January 1,2018. This significant tax rate reduction materially decreases the

current and deferred tax expense currently included in customers' rates.

3. In addition, as a result of the TCJA, Generally Accepted Accounting Principles

required Avista to recalculate accumulated deferred federal income tax (ADFIT) assets and

liabilities, as of the date of the enactment (December 2017), to reflect the 2lYo tax rate,

significantly reducing net deferred tax liabilities. This recalculation resulted in excess ADFIT

assets and liabilities, producing both long-term tax benefits (plant excess ADFIT) and temporary

net tax benefits (non-plant excess ADFIT).

4. On January 17,2018, the Commission issued a Notice of Investigation in Order

No. 33965 directing all rate-regulated utilities (besides small water companies with less than 200

customers, and the small electric utility, Atlanta Power) to: (l) immediately account for the

financial benefits from the January 1,2018 tax rate reduction to 2loh as a deferred regulatory
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liability, and (2) by Friday, March 30,2018, file a report with the Commission identifying and

quantifying all tax changes individually.

5. Order No. 33965 specified that each report must disclose the federal income tax

components for the year 2017, and the federal income tax components if the utility had been

subject to 2017 Tax Act's revisions to the tax code, including the 2Tohtax rate. Each utility's

report must include proposed tariff schedules that show the revenue requirement impacts from

the 2017 Tax Act, with the differences between the law in effect on December 31, 2077, and the

law in effect on and after January 1,2018. Utilities that operate in Idaho and in other states must

separately calculate system-wide and Idaho-specific figures to show how the 2017 Tax Act

impacts total operations and Idaho operations.

6. As required by Order No. 33965, Avista identified and quantified the federal

income tax benefits as a result of the 2017 Tax Act in its "Avista Tax Report" filed in this docket

on March 28,2018. A summary of Avista's analysis as it impacts Idaho electric and natural gas

per the Avista Tax Report, was summarized as followsl:

I System information was provided within the "Avista Report on Impact of Federal Tax Code Revisions on Utility
Costs and Rate making" ("Avista Tax Report") filed on March 28,2018.

STIPULATION AND SETTLEMENT - GNR-U-I8-01 Page 3

Permanent or Lonq-Term Tax Benefits:

Current/Deferred Tax Expense (Cash)

Plant Excess ADFIT (Non-Cash)
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7. Petitions to intervene in this proceeding were filed by Clearwater, Idaho Forest

Group and Idaho Conservation League. The Commission granted these interventions through

IPUC Order Nos. 34010,34023 and34024.

8. A settlement conference was noticed and held in the Commission offices on April

16, 2018, and was attended by all of the Parties to this case, resulting in this Stipulation and

Settlement, according to the following terms:

III. TERMS OF THE STIPULATION AND SETTLEMENT

9. Permanent (or Long-Term) Tax Benefit Reduction. The Parties agree that the

permanent or long-term electric and natural gas tax benefits will be calculated as follows:

a) As shown in the table above, the Parties agree to an overall reduction (rate credit)

of $13.74 million (or 5.3o/o overall rate reduction) for electric, and $2.556 million (or 6.1%o

overall rate reduction) for natural gas associated with permanent or long-term tax benefits.

These balances reflect:

Tax Cash - represents the current and deferred tax

benefit of reflecting a2lYo tax effective rate, resulting in a tax benefit of $l 1.080

million for electric and $2.082 million for natural gas on a revenue requirement

basis. To calculate these balances, the Company updated its final approved

electric and natural gas revenue requirement models, approved by Commission

Order No. 33953 in Case Nos. AVU-E-I7-01 and AVU-G-L7-01. to reflect a2lo/o

Reve nue Require ment (000s)

Permanent or Long-Term Tax Benefits:

i) Current/Deferred Tax Expense (Cash)

ii) Plant Excess ADFIT (Non-Cash)

Total Permanent or Long-Term Tax Benefits

Overall Overall
Base %o ID Base ol,

Reduction Natural Gas Reduction

$ (2,082)

474

ID
Electric

$ ( I 1,080)

$ (2,660)

$ (13,740) s'1% S (2.556) 6.1V"
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effective tax rate. Given that the effective date of the Company's base tariffs

January 1,2018 coincided with the TCJA effective date of January 1,2018, the

Parties agree that this is appropriate to use, as its recently-approved general rate

case (Case Nos. AVU-E-I7-01 and AVU-G-17-01) data and information was

reviewed by all parties in that proceeding and approved by the IPUC for the 2018

rate effective period. (See Order 33953)

Plant Excess ADFIT (Non-Cash) - represents the annual long-term revenue

requirement reduction of approximately $2.66 million electric and $474,000 for

natural gas to be refunded to customers associated with the amortization of Plant

Excess ADFIT reserve balances. As described in the "Avista Tax Report" filed on

March 28,2018, balances associated with regulated utility operations resulted in a

balance sheet reclassihcation from deferred tax to deferred regulatory assets or

liabilities. This revaluation impacted both plant and non-plant related balances.

As a part of this TCJA item, amortization of deferred tax amounts that represent

the difference between the historical 35o/o rate and the revised 2lo/o rate were

determined. For plant-related excess defened income tax, the Company will

amortize the plant ADFIT balances (Idaho Regulatory Liability of $106.4 million

electric and $20.5 million natural gas) in accordance with the Internal Revenue

Service (lRS) Average Rate Assumption Method (ARAM). The Company

estimates the ARAM for Avista results in an amortization period of

approximately 36 years. This benefit will vary over time, as the ARAM is not

calculated on a straight-line basis.

ll
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b) The Parties agree that the rate credit of $13.74 million for electric and $2.556

million for natural gas, shown in the table above, will be established through new "Permanent

Federal Income Tax Rate Credit" Tariff Schedules 72 (electric) and 172 (natural gas), effective

June 1, 2018. Schedules 72 and 172 as originally filed are unchanged based on this Settlement,

and are included for reference as Attachment A to this Stipulation. The permanent portion being

passed back through rate schedules 72 and 172 will remain in effect until such time that these tax

benefits are incorporated into base rates in a future general rate case proceeding.

c) For purposes of Rate Spread, the Parties agree to spread these permanent tax

benefits or rate credits on a uniform percent of base revenue basis for both electric and natural

gas. The Parties agreed to this method because it generally matches how costs are presently

being recovered from customers.

d) For purposes of Rate Design, the Parties agree to spread the rate credit within

each service schedule, applying a uniform cents per kWh (electric) and therm (natural gas) to the

volumetric block rates by rate schedule.

e) As provided in the 'oAvista Tax Report," upon Commission order approving the

Stipulation, the Company's electric and natural gas Fixed Cost Adjustment (FCA) base values

will be updated to reflect the permanent tax rate change included in Schedules 72 (electric) and

172 (natural gas) adder schedules. The electric and natural gas FCA calculations as originally

filed are unchanged based on this Settlement, and are included for reference as Attachment C to

this Stipulation.

STIPULATION AND SETTLEMENT _ GNR-U-I8-OI Page 6



10. Electric Temporary Tax Benefit Reduction. The Parties agree that the Electric

Temporary Tax Benefit total is as follows

Revenue Requirement (000s)

Temporary Tax Benefits:

i. Non-Plant Excess ADFIT (Non-Cash)

ii. Deferralof Jan - May 2018 balances

iii. State Income Tax Impact

Total Temporary Tax Benefits

$ (6,302)

$ (5,726)

$48
L L!ry8q)

a) The Parties agree to effectuate any acceleration of depreciation of Colstrip Units 3

and 4 as part of the Depreciation Case (AVU-E-18-03). The Electric Temporary Tax Benefit of

$1 1.980 million related to the Non-Plant Excess ADFIT. the Deferral of January - May 2018 tax

credit balance and State Income Tax (SIT) Impact will be set aside and made available to offset

costs associated with accelerated depreciation of Colstrip Units 3 and 4, or other purposes, as

approved by the Commission order in the depreciation case (AVU-E-18-03).2 This amount

would be applied per Commission Order at the conclusion of the depreciation case.

b) As shown in the table above, the Parties agree that the Electric Temporary Tax

Benefit of $1l 980 million represents the following:

l. ADFIT represents an electric revenue

requirement reduction of approximately $6.302 million associated with the Non-

Plant Excess ADFIT reserve balances. As described in the "Avista Tax Report"

filed on March 28, 2078, balances associated with regulated utility operations

resulted in a balance sheet reclassification from deferred tax to deferred

2ln Case No. AVU-E-17-09 (Joint Merger Application of Hydro One Limited and Avista Corp.), the Parties to that
proceeding agreed, as a part of this case (Case No. GNR-U-18-01), that "not less than a $12.0 Million regulatory
liability should be created using the unprotected Excess DFIT/Deferral of January- May 2018 tax credit. ... This
$12.0 Million regulatory liability would then be available to offset costs associated with accelerated depreciation of
Colstrip Units 3 and 4 or other use as determined appropriate in AVU-E-18-03/AVU-G-18-02." The panies to Case
No. AVU-E-17-09 included, but not limited to, the Parties in this proceeding: Avista, Commission Stafi Clearwater,
Idaho Forest Group and ldaho Conservation League.
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regulatory assets or liabilities. This revaluation is the portion impacting non-plant

related balances. The Non-Plant Excess ADFIT has no IRS normalization

requirements, allowing this balance to offset customer rates based on Commission

approval.

Deferral of Jan - May 2018 Balances - Per IPUC Order No. 33965, the Company

was to "immediately account for the financial benefits from the January 1,2018

tax rate reduction to 2lo/o," by deferring these benefits of the TCJA into a deferred

regulatory liability until such time as the benefits are reflected in customer rates

(June 1 , 20 1 8) 3. The Parties agree that this balance represent s 5l 12 of the annual

tax benefit of reducing current and deferred income tax expense to 2lo/o, as well

as 5ll2 of the annual amortization of the excess plant ADFIT for the period

January 1,2018 - May 31,2018, resulting from the Company revising its electric

general rate case model approved in Case No. AVU-E-17-01 to include the effects

of the TCJA. This portion of the temporary benefit is $5.724 million on a revenue

requirement basis.

State Income tax Impact - As a result of the TCJA, Idaho State Income Tax (SIT)

changed fromT.4ohto 6.925Yo on January 1,2018. This change in SIT reduces

the overall tax benefits owed customers by $48,000. The Parties agreed that the

Company would include this SIT impact within the Electric Temporary Tax

Benefit balance.

ul.

3 This will occur June I , 201 8 with approval of this Stipulation.
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I 1. Natural Gas Temporary Tax Benef-rt Reduction. The Parlies agree that the Natural

Gas Temporary Tax Benefits total is as follows

Revenue Requirement (000s)

Temporary Tax Benefits:

i. Non-Plant Excess ADFIT (Non-Cash)

ii. Deferralof Jan - May 2018 balances

iii. State Income Tax Impact

Total Temporary Tax Benefits

$ s25

$ ( 1,064)

$ (s)

$ (s44)

a) The Parties agree that the Company will include the Natural Gas Temporary Tax

Benefit of $544,000 as an adjustment within the Purchased Gas Adjustment (PGA) effective

November 1,2018.

b) As shown in the table above, the Parties agree that the Natural Gas Temporary

Tax Benefit of $544,000 represents the following:

i. Non-Plant Excess ADFIT (Non-Cash) - represents a natural gas revenue

requirement surcharge of approximately $526,000 associated with the Non-Plant

Excess ADFIT reserve balances. As described in the "Avista Tax Report" filed on

March 28,2018, balances associated with regulated utility operations resulted in a

balance sheet reclassification from deferred tax to deferred regulatory assets or

liabilities. This revaluation is the portion impacting non-plant related balances.

For natural gas, the overall net balance resulted in a deferred regulatory asset. The

Non-Plant Excess ADFIT has no IRS normahzation requirement, allowing this

balance to offset customer rates based on Commission approval.

ii. Deferral of Jan - May 2018 Balances - Per IPUC Order No. 33965, the Company

was to "immediately account for the financial benefits from the January 1, 2018

tax rate reduction to 2lYo," by deferring these benefits of the TCJA into a deferred

regulatory liability until such time as the benefits are reflected in customer rates
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(June 1,2018). The Parties agree that this balance represents 5ll2 of the annual

tax benefit of reducing current and deferred income tax expenseto2To/o, as well

as 5112 of the annual amortization of the excess plant ADFIT for the period

January I , 2018 - May 3 I , 2018, resulting from the Company revising its natural

gas general rate case model approved in Case No. AVU-G-17-01 to include the

effects of the TCJA. This portion of the temporary benefit is $1.065 million on a

revenue requirement basis.

State Income tax Impact - As a result of the TCJA, Idaho State Income Tax (SIT)

changed fromT.4Yoto 6.925%o on January 1,2018. This change in SIT increases

the overall tax benefits owed customers by $5,000. The Parties agreed that the

Company would include this SIT impact within the Natural Gas Temporary Tax

Benefit balance.

12. FERC Transmission Rates - the Parties agree any change in FERC Transmission

rates and/or refund to transmission customers as a result of the TCJA, will be tracked at a 100oh

through the PCA until reflected in base rates in the next general rate case. This treatment is

consistent with the treatment of returning (or flowing through) all TCJA tax benefits to

customers at 100yo as agreed-to within this Stipulation.

13. Tax Calculations - The Parties agree, upon further review by Staff and Parties, if

any correction is determined necessary to balances stated within this Stipulation, those balances

will be updated and treated as described within the Stipulation prior to June 1, 2018.

IV. OTHER GENERAL PROVISIONS

14. The Parties submit this Stipulation to the Commission and recommend approval

in its entirety pursuant to RP 274. Parties shall support this Stipulation before the Commission,

and no Party shall appeal a Commission Order approving the Stipulation or an issue resolved by
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the Stipulation. If this Stipulation is challenged by any person not a party to the Stipulation, the

Parties to this Stipulation reserve the right to file testimony, cross-examine witnesses and put on

such case as they deem appropriate to respond fully to the issues presented, including the right to

raise issues that are incorporated in the settlement terms embodied in this Stipulation.

Notwithstanding this reservation of rights, the Parties to this Stipulation agree that they will

continue to support the Commission's adoption of the terms of this Stipulation.

15. The Parties agree that this Stipulation represents a compromise of the positions of

the Parties in this case. As provided in RP 272, other than any testimony or comments filed in

support of the approval of this Stipulation, and except to the extent necessary for a Party to

explain before the Commission its own statements and positions with respect to the Stipulation,

all statements made and positions taken in negotiations relating to this Stipulation shall be

confidential and will not be admissible in evidence in this or any other proceeding.

16. If the Commission rejects any part or all of this Stipulation or imposes any

additional material conditions on approval of this Stipulation, each Party reserves the right, upon

written notice to the Commission and the other Parties to this proceeding, within 14 days of the

date of such action by the Commission, to withdraw from this Stipulation. In such case, no Party

shall be bound or prejudiced by the terms of this Stipulation, and each Party shall be entitled to

seek reconsideration of the Commission's order, file testimony as it chooses, cross-examine

witnesses, and do all other things necessary to put on such case as it deems appropriate. In such

case, the Parties immediately will request the prompt reconvening of a prehearing conference for

purposes of establishing a procedural schedule for the completion of the case, in accordance with

law.

17. The Parties agree that this Stipulation is in the public interest and that all of its

terms and conditions are fair, just and reasonable.
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18. No Party shall be bound, benefited or prejudiced by any position asserted in the

negotiation of this Stipulation, except to the extent expressly stated herein, nor shall this

Stipulation be construed as a waiver of the rights of any Party unless such rights are expressly

waived herein. Execution of this Stipulation shall not be deemed to constitute an

acknowledgment by any Party of the validity or invalidity of any particular method, theory or

principle of regulation or cost recovery. No Party shall be deemed to have agreed that any

method, theory or principle of regulation or cost recovery employed in arriving at this Stipulation

is appropriate for resolving any issues in any other proceeding in the future. No findings of fact

or conclusions of law other than those stated herein shall be deemed to be implicit in this

Stipulation.

19. The obligations of the Parties under this Stipulation are subject to the

Commission's approval of this Stipulation in accordance with its terms and conditions and upon

such approval being upheld on appeal, if any, by a court of competent jurisdiction.

20. This Stipulation may be executed in counterparts and each signed counterpart

shall constitute an original document.

V. PROPOSED TARIFF

21. Pursuant to OrderNo. 33965 and as explained in Avista's Tax Report filed with

the Commission on March 28,2018, the Company has prepared the proposed new "Permanent

Federal Income Tax Rate Credit" Tariff Schedules 72 (electric) and 172 (natural gas) reflecting

the direct rate reduction resulting from TCJA. Schedules 72 and 172 as originally filed are

unchanged based on this Settlement, and are included for reference as Attachment A to this

Stipulation. Attachment B to this Stipulation shows a comparison of revenues from the various

customer classes under Avista's existing rates and the impact of the Permanent Federal Income
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Tax Rate Credit adjustment. The Parties request that Tariff Schedules 72 and 172 be approved

and allowed to become effective on June 1,2018.

VI. PROCEDURE

22. Pursuant to RP 274,the Commission has discretion to determine the manner with

which it considers a proposed settlement. In this matter, the Parties have reached agreement on a

final resolution to this case. This Stipulation is reasonable and in the public interest, providing

annual benefits of at least $13.7 million for electric and $2.6 million for natural gas. Pursuant to

RP 201 and 202, the Parties believe the public interest does not require a hearing to consider the

issues presented by this Stipulation and request that it be processed by Modified Procedure

without waiving the right to a hearing on the previously disputed matters in this proceeding

should the Commission reject the settlement.

VII. REOUESTED RELIEF

NOW, THEREFORE, the Parties respectfully request that the Commission process this

Settlement Stipulation using Modified Procedure and then enter its order on or before June l,

2018, approving the Stipulation without material change or condition.

?'h,-
DATED tnis a{day of April,20l8.
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l.P.U.C. No.28 Original Sheet 72

Patrick Ehrbar, Director of Regulatory Affairs

AVISTA CORPORATION
d/b/a Avista Utilities

SCHEDULE 72

PERMANENT FEDERAL INCOME TAX RATE CREDIT - IDAHO

APPLICABLE:
To Customers in the State of ldaho where the Company has electrlc service

available. This Permanent Federal lncome Tax Rate Credit shall be applicable to all retail
customers for charges for electric energy sold and to the flat rate charges for Company-
owned or Customer-owned Street Lighting and Area Lighting Service.

This rate credit is designed to reflect the permanent benefits attributable to the
revisions of the federal income tax code caused by enactment of the Tax Cuts and Jobs Act
signed into law on December 22,2017.

MONTHLY RATE:
The energy charges of the individual rate schedules are to be decreased by the

following amounts:

Schedule 1

Schedule 11 & 12
Schedule 21 &22
Schedule 41 - 49

0.533 I per kWh
0.568 I per kWh
0.448 p per kWh
1.513 i, per kWh

Schedule 25
Schedule 25P
Schedule 31 & 32

0.307 p per kWh
0.291 Q, perkWh
0.510 d per kWh

TERM:
The Permanent FederalTax Rate Credit will be in effect until such time that the

permanent federal tax benefits are incorporated into base rates in a general rate case
proceeding.

SPECIAL TERMS AND CONDITIONS:
Service under this schedule is subject to the Rules and Regulations contained in

this tariff.
The above Rate is subject to increases as set forth in Tax Adjustment Schedule

58.

lssued March 28,2018 Effective June 1 ,2018

By

TgtJ-"-



l.P.U.C. No.27

lssued by Avista Utilities

Sheet'172

AVISTA CORPORATION
d/b/a Avista Utilities

SCHEDULE 172

PERMANENT FEDERAL INCO]VIE TAX RATE CREDIT. IDAHO

APPLICABLE:
To Customers in the State of ldaho where the Company has natural

gas service available. This Permanent Federal lncome Tax Rate Credit shall be
applicable to all retail customers taking service under Schedules 101 , 111, 112, 131,
132, and 146.

This rate credit is designed to reflect the permanent benefits attributable to the
revisions of the federal income tax code caused by enactment of the Tax Cuts and Jobs
Act signed into law on December 22,2017.

MONTHLY RATE:
The energy charges of the individual rate schedules are to be decreased by

the following amounts:

Schedule 101

Schedule 111 & 112
Schedule 131 & 132
Schedule 146

$0.03548 per Therm
$0.01854 per Therm
$0.01854 per Therm
$0.00876 per Therm

TERM:
The Permanent FederalTax Rate Credit will be in effect until such time that the

permanent federal tax benefits are incorporated into base rates in a general rate case
proceeding.

SPECIAL TERMS AND CONDITIONS:
Service under this schedule is subject to the Rules and Regulations contained

in this tariff.
The above Rate is subject to increases as set forth in Tax Adjustment Schedule

158.

Etfective: June 1 ,2018lssued: March 24,2018

v
By Patrick Ehrbar, Director of Regulatory Affairs
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