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Attachment A

SETTLEMENT AGREEMENT
L INTRODUCTION
“ "Pursuant to Article 13.5 of the Rules of Practice and Procedure of the California
Public Utilities Commission (“Commiséion"), Avista Corporation and Southwest Gas
Corporation (“Southwest”), and the Office of Ratepayer Advocates (*ORA"), collectively
.r'e"ferred to as “the Parties,” have entered ihto a settlement (“Settlement Agreement”) for
tﬁ'é"pu:'po's.e‘ of providing to the Commission a recommended resolution of all issues in
-. Application 04-09-009.
1L RECITALS
A. Avista Corporation is a corporation organized under the laws of the State
of Washingfoﬁ. Avista Utilities ("Avista”), a division of Avista Corporation, is an energy
company engaged, inter alia, in the distribution of natural gas in the South Lake Tahoe
area in the State of Cglifomia.
B.. Southwest is a corporation organized under the laws of ﬁ1e Staté of

Califbrnia. Southwest is a public utility engaged, inter alia, in the business of




transporting, distributing and selling natural gas for domestic, commercial, agricultural
and industrial uses to California customers in the California counties of San Bernardino,
El Dorado, Nevada and Placer.
. PROCEDURAL HISTORY
On September 3, 2004, Avista and Southwest (“Joint Applicants”) filed a Joint
Application (“Application”) requesting a Commission Order authorizing Avista
.Cor'poration to sell its California natural gas distribution assets to Southwest. (A.04-09-
t)09). All of Avista Corporation’s California natural gas distribution assets are located in
the South Lake Tahoe area.
o On October 3, 2004, ORA t" led a protest to the Appllcatlon of Joint Apphcants

The ORA and the Commission’s Energy Division conducted dlscovery which resulted in

* additional documentation being provided. A prehearing conference was held on

November 30, 2004 and attended by Joint Applicants, ORA and the Energy Division. No
other party made an appearance.
IV. SUMMARY OF SETTLEMENT CONDITIONS

It is understood and agreed to by the Partles hereto that the Settlement

: Agreement is made for the purpose of expediting hearings and a decnsnon in this

proceedlng. Each of the Parties, however, supports the Settlement Agreement as
resolving all outstanding issues in this proeeeding. Ttte Parties further agree that the

Settlement Agreement, either in whole or in part, shall have no express or implied

precedential effect in any future proceeding. Accordingly, the Parties request that the

Commission grant the relief requested in the Application, subject to the conditions of

settlement as follows:




. - Continuation of Avista’s Existing Rates

Avista’s existing base margin (non-gas cost) rates shall continue unchanged until

new rates are established in a future Southwest general rate case.

Extension of the GRC Test Year From 2007 to 2009

Currently, the test year for Southwest's next general rate case is 2007. Within

thirty days after the filing of the Settlement Agreement, Southwest shall make a
= filing requesiihg Commission authority (1) to extend the test year for Southwest's
| nexi general rate case until 2009 and (2) té implement attrition adjustments for
the years 2007 and 2608 in itsA Ndrthem and Southern California Divisions

génsist_ent with the methodology approved By _the Commission Qin_ Southwest’s
| last general _raté case. (D.04-03-034). The attrition adjustments for years 2007
and 2008 shall not be applicable to Avista's South Lake Tahoe service territory
?;;eing acquired by 'South\n_lest. ORA agrees to sup_po.rt Southwest’s r_eq_uest.
Acguisition‘ Premium
. Sogthwest shall not seek Commission authprizatipn tp recover the acquisi_tion
'pj‘r‘emi_um associated with the purchase of Avista's South Lake Tahoe service
'téljrito!jy in this or any future regulatory proceeding.

Avista’s Natural Gas Purqhasés

The Parties agree that there are no issues regarding prudence of Avista’s natural
gas purchases or its Purchased Gas Adjustment (PGA) account for its South
Lake Tahoe service territory during the period Janua_ry 2001_ through. October
2004. |
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Consolidation of Natural Gas Purchases and Gas Cost Rates

Upon approval of the Settlement Agreement, Southwest shall consolidate natural
gas purchases for the Avista service territory with its existing northern California
purchases. Southwest shall include the Aviste South Lake Tehoe service
territory in Southwest's -monthly purchased gas adjustment mechanism effective
with its July 2005 Purchased Gas Adjustment rate change. At such time, the gas
cost and gas cost-related balancing accounts. will be merged and all of
Southwest's northern California customers including those in the South Lake

Tého_e service territory would pay the same gas costs.

Gas Cost Incentive Mechanism

In the event the Commission authorizes Southwest to implement a gas cost
incentive mechenism in its pending epplication (A.Q4'-:l1-009). the mechanism
ehall also be applicable to the current Avista South Lake Tahoe service territory
being purchased by Southwest. Southwest will file any necessary tariffs through

an advice letter to apply this mechanism to this service territory.

Qexftiﬁcate of COnvenience and Public Necessigy . ,
The eertiﬁcate of public convenience and necessity, which currently authorizes
Avista to piovide natural gas distribution service in the South Lake Tahoe area of
éalifoniia, siiall be transferred to Southwesi: without any further action upon the
con.summatien of Southwest's purchase of the natural gas distribution assets of

Avista.
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Following the consummation of Southwest's purchase of the natural gas
distribution assets of Avista, Southwest sr;all pm\}ide service to customers under
* the terms and conditions of Southwest’'s Commission approved tariff except for
rates.

V.  TERMS AND GONDITIONS

Precedential Effect: The Parties agree, as provided in Rule 51.8 of the

Commission’s Rules ef Practice} and Procedure, that adoption of the Settlement
Agreement by the Commission shall not constitute apprevaf of, or precedent
fegarding, any principle or issue in this pmeeeding orin any future probeeding. N
Indivisibilig_ ef_ Settlement Agreement: The Settlemenft Agreement g'epres_er_lts
a compromise of many pesitions and interests of the Parties hereto and no
individual term Is assented to by any Party except in consideration of the other
Parties’ assents to all of the other terms of the Settlement Agreement. Except for
the extension of the test year from 2007 to 2009 and related attrition
'edjustments, the Settlement Agreement is indivisible and each part is
interdependent on eech and all of the other perts. Any Party may withdraw from
: the Settlement Agreement if the Commis.sion_modiﬁes_, deletes or adds any term.

-E\}identiégg Effect of Settlement Agreement: The Parties agree, as provided_

in Rule 51.9 of the Commission’s Rules of Practice and Procedure, that no
| diecussion, adrhission, concession, or offer to stipulate or settle, whether oral or
written, made during any negotiation leading to the Settlement Agreement shall

be subject to discovery, or admissible in any evidentiery hearing against any
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participant who objects to its admission. Furthermore, if the Settlement

Agreement is not adopted by the Commission, then the Parties agree that no

- portion of the Settlement Agreement, or any of its terms or conditions, or any of

the discussions leading to it, may be subject to discovery or used in hearings in
éubpoi’t of or in oppoéition to any Party or position without the prio'r express

Written consent of the Parties hereto.

‘Settlement Agreement in the Public Interest: The Parties agree by executing

and submitting the Settlement Agreement that the Commission’s approval and
gdpp_tiop qf the Settlemept Agreement is ,'in the public intgrest, conﬁste_nt yvith the
I.aw, aﬁd reagonable in light of the record. Approval of the Settlement Agreement
Mll Aresult ina reso_luﬁgn of this proceeding thaf is fair and reasonable and will
avoid unnecessary»litigation that would othen')vi_se'result. ' .

Effectuation of Sett!ement Agreement: The Partieis agree to perform diligently
gnd in good faith all actions required or implied hereunder, including, but not
necessarily limited to, the execution of any other documents required to

effectuate the terms of the Settlement Agreement, and the preparation of exhibits

fér, and presentation of witnesses at, any hearings ‘which may be required in

' order to obtain the approval and adoption of the Settlement Agréemént by the

1111
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Qdmmission. It is understood by the Parties that time is of the essence in

'qbtaining the.Com.missi_on’s approval of the Settlement Agreement.
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JAN-11-2005 TUE 1?:00 PH AVISTA EXECUTIVE DEPT FAX NO. 509 495 4361 P. 02702

F. Entirety of Setilement Aqreement: The Settlement Agreement contains the

entire agreement of the Parties hereto. The terms and conditions of the
- Seitlement Agreement may only be modified by a writing subscribed by the
Parties.

G. inal Document: A facsimile signature will have the same force and effect as

the originél. _
" Datéd this I+h day of January, 2005,

AVISTA CORPORATION OFFICE OF RATEPAYER ADVOCATES

7 . /. _ .
Kelly Ngfwood - R. Mark Pocta
Vice President State and Federal - Program Manager,
Regulation Office of Ratepayer Advocates
1411 East Mission Avenue Califomia Public Utilities Commission
Spokane, Washington 99202 505 Van Ness Avenue

San Francisco, Californla 94102
SOUTHWEST GAS CORPORATION

Roger C. Montgomery

Vice President / Pricing
5241 Spring Mountain Road
Las Vegas, Nevada 89150

01/11/05 TUE 11:01 [TX/RX NO 7687]
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F.  Enfirety of Settlement Agreement: The Settiement Agreement contains the

entire agreement of the Parties hereto. The terms and conditions of the
Settlement Agreement may only be modified by a writing subscribed by the
Parties.

G.  Final Document: A facsimile signature will have the same force and effect as

the original.

i “Dated this AZ %y of January, 2005,

AVISTA CORPORATION OFFICE OF RATEPAYER ADVOCATES
Kelly Norwood R. Mark Poc:é : %’

Vice President State and Federal Program Manager, -
Regulation Office of Ratepayer Advocates

1411 East Mission Avenue California Public Utilitles Commission
Spokane, Washington 99202 505 Van Ness Avenue

San Francisco, California 94102
SOUTHWEST GAS CORPORATION

- Roger C. Montgomery
Vice President / Pricing
5241 Spring Mountain Road
Las Vegas, Nevada 89150

- TOTAL P.@2
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F. Entirety of Settlement Agreement: The Settlement Agreement contains the
entire agreement of the Parties hereto.. The terms and cbnditions of the
Settlement Agreement may only be modified by a writing subscribed by the
Parties.

G.  Final Document: A facsimile signature will have the same force and. effect as

the original.

Dated this [[flday of January, 2005.

AVISTA CORPORATION ' OFFICE OF RATEPAYER ADVOCATES
Kelly Norwood : R. Mark Pocta

Vice President State and Federal Program Manager,

Regulation o , . Office of Ratepayer Advocates -
1411 East Mission Avenue California Public Utilities Commission
Spokane, Washington 99202 505 Van Ness Avenue

San Francisco, California 94102

SOUTHWEST GAS CORPORATION

(B L Fhestimie,y-
Roger C. Montgome v

Vice President / Pricing
5241 Spring Mountain Road

_Las Vegas, Nevada 89150

(End of Attachment A)
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