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Miller at (509) 495-4546.

Sincerely,

/s/ David J. Meyer

David J. Meyer
Vice President and Chief Counsel for Regulatory and Governmental Affairs

Enclosure



AVISTA/702-Revised
Baldwin-Bonney

BEFORE THE
PUBLIC UTILITY COMMISSION OF OREGON

DOCKET NO. UG-433

JUSTIN A. BALDWIN-BONNEY
Exhibit No. 702-Revised

Capital Investment Business Cases




Exhibit No. 702 - Capital Investment Business Case Index

AVISTA / 702-Revised
Baldwin-Bonney / Page 1 of 378

Business Case Name

ER_# - ER Description

Natural Gas Distribution
New Revenue - Growth
New Revenue - Growth
New Revenue - Growth
New Revenue - Growth
New Revenue - Growth
Gas Reinforcement Program
Gas Deteriorated Steel Pipe Replacement Program
Gas Regulator Station Replacement Program
Gas Replacement Street and Highway Program
Gas Cathodic Protection Program
Gas Non-Revenue Program
Gas Overbuilt Pipe Replacement Program
Gas Isolated Steel Replacement Program

Gas Facility Replacement Program (GFRP) Aldyl A Pipe Replacement

Gas ERT Replacement Program

Gas PMC Program

Gas Telemetry Program

Jackson Prairie Joint Project

Gas Operator Qualification Compliance
Gas HP Pipeline Remediation Program

General Plant
Fleet Services Capital Plan
Structures and Improvements/Furniture
Structures and Improvements/Furniture
Capital Tools & Stores
Capital Tools & Stores
Telematics 2025

Enterprise Technology
Technology Refresh to Sustain Business Process
Enterprise Business Continuity
Enterprise Security
Enterprise Security
Endpoint Compute and Productivity Systems
Energy Delivery Modernization & Operational Efficiency

Energy Delivery Operational Efficiency & Shared Services
Energy Resources Modernization & Operational Efficiency
Control and Safety Network Infrastructure

Enterprise Communication Systems

Environmental Control & Monitoring Systems

ET Modernization & Operational Efficiency - Technology
Fiber Network Lease Service Replacement

Financial & Accounting Technology

Human Resources Technology

Land Mobile Radio & Real Time Communication Systems
Legal & Compliance Technology

Facilities and Storage Location Security

Technology Failed Assets

Enterprise Data Science

Basic Workplace Technology Delivery

Atlas

Customer Facing Technology Program

Payment Card Industry Compliance (PCI)

Data Center Compute and Storage Systems
Apprentice/Craft Training

Customer Experience Platform Program

Customer Transactional Systems

Digital Grid Network

Generation, Substation & Gas Location Security

1

ER_1001 - Gas Revenue Blanket

ER_1050 - Gas Meters Minor Blanket

ER_1051 - Gas Regulators Minor Blanket

ER_1053 - Gas ERT Minor Blanket

ER_1056 - Gas Meter and Metering Equipment Purchases
ER_3000 - Gas Reinforce-Minor Blanket

ER_3001 - Replace Deteriorating Gas System

ER_3002 - Regulator Reliable - Blanket

ER_3003 - Gas Replace-St&Hwy

ER_3004 - Cathodic Protection-Minor Blanket

ER_3005 - Gas Distribution Non-Revenue Blanket
ER_3006 - Overbuilt Pipe Replacement Blanket
ER_3007 - Isolated Steel Replacement

ER_3008 - Aldyl -A Pipe Replacement

ER_3054 - Gas ERT Replacement Program

ER_3055 - Gas Meter Replacement Non Revenue

ER 3117 - Gas Telemetry

ER_7201 - Jackson Prairie Storage

ER_7208 - Gas Op Qual - Tooling, Vehicles and Material
ER_3057 - Gas HP Pipeline Remediation Program

ER_7000 - Transportation Equip
ER_7001 - Structures & Improv
ER_7003 - Office Furniture

ER_7005 - Stores Equip

ER_7006 - Tools Lab & Shop Equipment
ER_7008 - Telematics 2025

ER_5005 - Information Technology Refresh Program
ER_5010 - Enterprise Business Continuity

ER_5014 - Security Systems

ER_5032 - Enterprise Security

ER_5016 - Endpoint Compute and Productivity Systems

ER_5041 - Energy Delivery Modernization & Operational Effici

ER_5018 - Energy Delivery Op Efficiency & Shared Services
ER_5019 - Energy Resources Modernization & Op Efficiency
ER_5020 - Enterprise & Control Network Infrastructure
ER_5022 - Enterprise Communication Systems

ER_5025 - Environmental Control & Monitoring Systems
ER_5026 - ET Modernization & Op Efficiency - Technology
ER_5027 - Fiber Network Lease Service Replacement
ER_5028 - Financial & Accounting Technology

ER_5029 - Human Resources Technology

ER_5030 - Land Mobile Radio & Real Time Comm Systems
ER_5031 - Legal & Compliance Technology

ER_5033 - Facilities and Storage Locations Security
ER_5037 - Infrastructure Technology Failed Assets
ER_5038 - Enterprise Data Science

ER_5039 - Basic Workplace Technology Delivery

ER_5147 - Project Atlas

ER_5151 - Customer Facing Technology

ER_5152 - Payment Card Industry (PCI)

ER_5155 - Data Center Compute and Storage Systems
ER_7200 - Appren Craft Train

ER_5158 - Customer Experience Platform Program
ER_5040 - Customer Transactional Systems

ER_5156 - Digital Grid Network Expansion

ER_5034 - Generation, Substation & Gas Location Security

80
92
92
108
108
119

130
140
145
145
151
162

162
173
183
192
202
212
223
232
243
256
266
276
281
290
298
307
316
328
331
341
346
355
364
374

! This business has been merged with Energy Delivery Modernization and Operational Efficiency. Please see Energy Delivery Modernization and
Operational Efficiency business case justification narrative, starting on page 162.
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Growth Business Case

EXECUTIVE SUMMARY

Avista defines these investments as “customer requests for new service connections, line
extensions, transmission interconnections, or system reinforcements to serve a single
large customer.” We have often in the past referred to new service connects as “growth,”
as in growth in the number of customers, however, these investments are beyond the
control of the Company, and as such they do not reflect a plan or strategy on the part of
Avista. Responding quickly to these customer requests is a requirement of providing utility
service. Typical projects include installing electric facilities in a new housing or
commercial development, installing or replacing electric meters, or adding street or area
lights per a request from an individual customer, a city, or county agency. As would be
expected, fluctuation in the number of new customer connections is largely dependent on
local economic conditions both in the housing and business sectors. New customers are
served for electric in WA and ID and gas in WA, ID, and OR.

Both connects forecast and 12-month rolling Cost Per Service information are used to
calculate costs directly related to providing service to customers. Electric and Gas devices
are also included in this business case - Meters, Transformers, Gas Regulators, and
ERTs (Encoder Receiver Transmitter). Many of the Meters, Transformers, and ERTs are
used as replacements for Wood Pole Management, and Periodic Meter Changes, for
example. The costs are allocated based on an estimate of how many devices of each
type will be used for replacement, rather than new connects.

Growth Business Case Funds request:

ELEC & GAS [ 2022 [ 2023 [ 2024 [ 2025 [ 2026

Connects Forecast: Res & Comm | 12,404 | 11,079 | 11,105 | 11,198 | 11,109
Extensions, Services 57,236,575 52,303,821 52,423,509 52,855,517 52,443,093
Lighting 2,119,067 2,182,639 2,248,118 2,315,561 2,385,028
Meters & Devices 5,449,239 5,318,044 5,131,301 5,197,450 5,233,388
Transformers & Network Protectors 8,510,394 7,544,517 7,569,018 7,632,452 7,563,661
Business Case Total 73,315,274 67,349,021 67,371,946 68,000,979 67,625,170

The 5 yr average annual spend for this business case has been around $73M. Requests
for service are variable in number and in cost, sometimes requiring significant investment
for system reinforcements such as gas reg stations and electric distribution infrastructure.
This funds request is based on ordinary expectation as supported by forecast and input
from electric and gas operations engineers.

For 2022, there are updated impacts to Growth costs, see 2.1 for more detail.

VERSION HISTORY

Version | Author Description Date Notes

Draft Julie Lee Initial draft of business case 6/26/20

Final Julie Lee Final version of business case 7/31/2020

Draft Julie Lee Draft version of business case 7/9/2021 5;§2tZLCllmmary Sec2.1,2.2

Business Case Justification Narrative Page 1 of 7
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GENERAL INFORMATION

Requested Spend Amount

$344M

Requested Spend Time Period

5 years

Requesting Organization/Department

Energy Delivery

Business Case Owner | Sponsor

David Howell

Heather Rosentrater

Sponsor Organization/Department

Energy Delivery

Phase Execution
Category Mandatory
Driver Customer Requested

1. BUSINESS PROBLEM

1.1 What is the current or potential problem that is being addressed?

The New Revenue — Growth Business Case is driven by tariff requirements
that mandate obligation to serve new customer load when requested within
our franchised area. Growth is also seen as a method to spread costs over
a wider customer base, keeping rate pressure lower than would otherwise be
experienced.

1.2 Discuss the major drivers of the business case (Customer Requested, Customer
Service Quality & Reliability, Mandatory & Compliance, Performance & Capacity, Asset

Condition, or Failed Plant & Operations) and the benefits to the customer

Customer Requested: The New Revenue — Growth Business Case serves
as support of several focus areas in Avista. We seek to serve the interests
of our customers, in a safe and responsible manner, while strengthening the
financial performance of the utility. Our growth contributes to strong
communities, ongoing value to our customers, and the device portion of the
business case keeps our system safe and reliable.

All new customers on Avista’s system are benefitted by this business case.
In addition, all customers who have their metering or regulation changed, or
who have transformers replaced, benefit from this business case.

Transmission Interconnects:

Business Case Justification Narrative Page 2 of 7
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Growth Business Case

e Periodically, Avista receives requests from 3™ party generation customers
seeking interconnection on our Transmission facilities. Two types of
customers seek service on our system:

o First, those who want to wheel on our Transmission system. For this
type of customer, Avista receives Transmission revenue for wheeling
service. These customers are classified as New Revenue, as the
construction costs are offset by ongoing revenues much like new retail
customers.

o The second category of generators are those that sell their output
directly to Avista under PURPA contracts. Their output is contained
in Avista’s gross margin calculation as power supply costs.

e For the first class of customer, a financial analysis shall be performed, as
justification for the construction costs to be included as New Revenue —
Growth, and the capital so constructed shall be treated as growth for
ratemaking purposes.

e PURPA customers’ facilities shall be constructed under our existing non-
revenue programs.

1.3 Identify why this work is needed now and what risks there are if not
approved or is deferred

Avista is required to serve appropriate new load, complying with our
Certificate of Convenience and Necessity, and as part of our Obligation to
Serve.

The New Revenue — Growth Business Case will provide funds for connecting
new Electric and Gas customers in accordance with our filed tariffs in each
state.

Our obligation to serve, mandates that we must extend service to new
customers in our franchised service areas. We do not currently have an
alternative to serving new customers. All projects are subject to our Line
Extension Tariffs, filed with each State Utility Commission.

1.4 Identify any measures that can be used to determine whether the
investment would successfully deliver on the objectives and address the
need listed above.

We periodically review and update the line extension tariffs to ensure we are not
creating excessive rate pressure in connecting new customers.

Business Case Justification Narrative Page 3 of 7
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Growth Business Case

1.5 Supplemental Information

1.5.1 Please reference and summarize any studies that support the problem

1.5.2 For asset replacement, include graphical or narrative representation of metrics

associated with the current condition of the asset that is proposed for
replacement.

Option Capital Cost Start Complete
Serve new customer load, and purchase appropriate | $67M-$73M per 01 2022 12 9999
devices year

No other alternatives allowed under current tariff $M MM YYYY | MM YYYY

2.1 Describe what metrics, data, analysis or information was considered when
preparing this capital request.

Avista uses a rolling 12-month Cost Per New Service spreadsheet to
measure ER1000, Electric New Revenue, and ER1001, Gas New Revenue
spending. Device blankets are subject to demand for both new revenue and
non-revenue installation and replacement.

Enclosed is a spreadsheet showing projected spend through 2026 with a
breakout by Expenditure Request for the New Revenue — Growth Business
Case. Connects forecast and 12 -month rolling Cost Per Service information
are used. Electric and Gas devices are also included, such as Meters,
Transformers, Gas Regulators, and ERTs (Encoder Receiver Transmitter).
Many of the Meters, Transformers, and ERTs are used as replacements for
Transformer Change Out Program, Wood Pole Management, and Periodic
Meter Changes. These costs are allocated based on an estimate of how
many devices of each type will be used for replacement, rather than new
connects. Those splits are shown on the spending summary.

Impacts: Updated forecasts for elec and gas connects for 2022 are 13%
higher than forecasted previously. Schedule 51 changes for WA Elec will
result in less customer contributions going forward. Transformer costs are
30% higher than costs included previously.

2.2 Discuss how the requested capital cost amount will be spent in the current
year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverables that will result from the capital spend?). Include
any known or estimated reductions to O&M as a result of this investment.

As requests for services and lighting are received, design and the subsequent
execution processes begin immediately. Similarly, as the gas and electric

Business Case Justification Narrative Page 4 of 7
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Growth Business Case

meters, devices, and transformers needs are identified by program managers
and engineers, the purchasing department will place orders.

There are no offsets to O&M.

[Offsets to projects will be more strongly scrutinized in general rate cases going forward (ref. WUTC Docket No. U-190531 Policy
Statement), therefore it is critical that these impacts are thought through in order to support rate recovery.]

2.3 Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.

In some instances, providing a service may require build-up of distribution
infrastructure to support customer load.

2.4 Discuss the alternatives that were considered and any tangible risks and
mitigation strategies for each alternative.

In some instances, there may be alternative ways to serve a customer.
Customer project coordinators and engineers determine the solution that best
serves the customer while considering subsequent customers and Avista’s
infrastructure.

2.5 Include a timeline of when this work will be started and completed.
Describe when the investments become used and useful to the customer.
spend, and transfers to plant by year.

Work timeline is primarily driven by the request of the customer. The transfer to
plant occurs monthly.

2.6 Discuss how the proposed investment aligns with strategic vision, goals,
objectives and mission statement of the organization.

This business case is about connecting customers to Avista’s facilities. The
work directly reflects our focus area for customers as well as our mission
statement.“We must hold our customer’s interests at the forefront of all our
decisions” and “We improve our customer’s lives through innovative energy
solutions.”

Business Case Justification Narrative Page 5 of 7
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Growth Business Case

2.7 Include why the requested amount above is considered a prudent
investment, providing or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated throughout the project

Providing service to customers upon request is mandated. As needed CPC'’s
and engineers review requests to determine solutions that best meet the needs
of the customer and Avista. These extraordinary requests lend themselves to
more visibility and oversight.

2.8 Supplemental Information

2.8.1 Identify customers and stakeholders that interface with the business case

New customers. For meters, devices and transformers - program managers.

2.8.2 ldentify any related Business Cases

3.1 Steering Committee or Advisory Group Information

The Energy Delivery Director Team assumes the role of advisory group for the New
Revenue — Growth Business Case, with quarterly reporting to the Board of Directors
through the Financial Planning & Analysis department. The appropriate extension
and service tariffs are designed and updated by the Avista Rates Department, in
cooperation with Construction Services, and the Financial Planning & Analysis
department. All Customer Project Coordinators are trained regularly, by Rates and
Finance, on tariff application.

3.2 Provide and discuss the governance processes and people that will
provide oversight

For the Electric and Gas New Revenue ERs: Operations managers and
directors receive monthly Cost of Service reports providing 12-month rolling
average costs for the construction areas. This allows for review of trending of
costs for decision-making regarding processes and resources.

For the Metering and Devices ERs: Monthly Capital ER and project results
reports are distributed. These provide updated variance information facilitating
oversight by the Electric Meter Shop and Gas Engineering department.

Business Case Justification Narrative Page 6 of 7
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Growth Business Case

3.3 How will decision-making, prioritization, and change requests be
documented and monitored

This business case consists of many separate requests, primarily independent of
each other. Requests for services and extensions are supported by work order
documentation. Extensions over $100k are assigned a specific project number to
allow for more visible management awareness. Should the forecast for new
connects or devices or the average cost of service significantly change from budget,
the Capital Planning Group will be notified as to the new spending forecast.

The undersigned acknowledge they have reviewed the Growth Business Case and
agree with the approach it presents. Significant changes to this will be coordinated
with and approved by the undersigned or their designated representatives.

Signature: David Howell Date: 7/9/21
Print Name: David Howell

Title:

Role: Business Case Owner

Signature: Heather Rosentrater Date: 10-10-21
Print Name: Heather Rosentrater

Title:

Role: Business Case Sponsor

Signature: Date:

Print Name:

Title:

Role: Steering/Advisory Committee Review

Template Version: 05/28/2020

Business Case Justification Narrative Page 7 of 7
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Gas Reinforcement Program, ER 3000

1 GENERAL INFORMATION

Requested Spend Amount $1,300,000

Requesting Organization/Department B51 - Gas Engineering
Business Case Owner Jeff Webb

Business Case Sponsor Mike Faulkenberry
Sponsor Organization/Department B51 - Gas Engineering
Category Program

Driver Performance & Capacity

1.1 Steering Committee or Advisory Group Information

The Gas Planning department annually runs an analysis (load study) on Avista’s
gas distribution system to identify areas of the system with insufficient capacity to
serve existing Firm customer loads on a design day (Avista is consistent with other
utilities in the industry and defines design day as the projected system demand for
a “coldest day on record” weather event). These deficient areas are given a priority
level based on the severity of the risk associated with insufficient system capacity.
The areas with the highest priority are selected for remediation and the project is
assigned to Gas Engineering to evaluate options to provide sufficient capacity to
meet Firm gas demands on a design day. Options are reviewed with Gas
Planning, Gas Operations, and other interested parties. The pros and cons of each
option are then reviewed with the Gas Engineering Manager and a preferred
alternative is selected to proceed with a funding request. The business needs and
potential solutions identified impact all gas customers in Avista’s service territory.
Spending per jurisdiction changes each year as the intent is to complete the
highest risk projects first, regardless of which State it is in.

2 BUSINESS PROBLEM

This annual program will identify and provide for necessary capacity
reinforcements to the existing natural gas distribution system in WA, ID, and OR.
Avista has an obligation to serve existing Firm gas customers by providing
adequate capacity on design day conditions. Sufficient capacity is defined as
pressures at or above 15 pounds per square inch (psig) in the distribution system
on a design day analysis. Periodic reinforcement of the system is required to
reliably serve Firm customers due to increased demand at existing service
locations and new customers being added to the system. Execution of this
program on an annual basis will ensure the continuation of reliable gas service
that is of adequate pressure and capacity.

Typical projects completed under this Business Case may include (but are not
limited to) upsizing existing gas mains, looping existing gas mains (bringing in a
second source to an area), and installing new regulator stations (pressure
reduction stations). When a reinforcement is done by looping a system, there is a
secondary benefit of higher reliability to the area. Most of these projects will have a

Business Case Justification Narrative Page 1 of 4
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Gas Reinforcement Program, ER 3000

unique project number assigned to them, but the lower cost projects may be
completed under the blanket project numbers set up for each district.

Projects that are identified in this program are prioritized by a Gas Planning model,
see Image 1 below for a list of high and medium priority projects. The prioritization
is based on the computer model that analyzes actual meter usage data from each
customer, extrapolates that data to predict a demand load at design temperature
conditions, and then analyzes each gas distribution system to determine if
reinforcements are necessary. If system capacities are not sufficient the model
can also be used to determine the benefits of different types of reinforcement
projects by running “what if?” scenarios. Once the projects are identified, they are
risk ranked based on the number of customers affected and the temperature levels
at which the risks begin.

3 PROPOSAL AND RECOMMENDED SOLUTION

Option apital Cost omplete
Option 1 — Do nothing $0
Option 2 — Preferred Solution, Complete with full $1,000,000 January December
funding
Option 3 — Alternative Solution, Complete with $500,000 January December
reduced funding level

Option 1 — Do nothing

Without a Reinforcement Program, Avista does not have sufficient capacity to
meet our obligation to serve existing Firm customer load on a design day scenario,
and is not able to support future customer growth.

It is important to note that if service is lost during severe cold weather, gas service
may not become available again until weather warms and customer demand
decreases. Depending on the length of the outage, this can cause severe injury up
to and including death to some customers.

Option 2 — Preferred Solution, Complete with full funding

If funding continues as requested, the list will continue to shrink because we’ll be
able to complete more projects than are coming onto the list. As we work through
the backlog of projects, it is anticipated that the funding for this ER will be reduced
in approximately six years, but not completely go away as reinforcements will
always be needed as new customers are added.

Option 3 — Alternative Solution, Complete with reduced funding level

If funding is reduced, then the timeline to complete the projects and the risks of
outages extends proportionally. The more years we keep our system with
insufficient capacity, the higher likelihood of have a cold weather event that could
cause outages.

Business Case Justification Narrative Page 2 of 4
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Gas Deteriorated Steel Pipe Replacement Program, ER 3001

1 GENERAL INFORMATION

Requested Spend Amount $1,400,000

Requesting Organization/Department B51 — Gas Engineering
Business Case Owner Jeff Webb / Seth Samsell
Business Case Sponsor Mike Faulkenberry

Sponsor Organization/Department Gas Operations & Engineering
Category Program

Driver Asset Condition

1.1 Steering Committee or Advisory Group Information

Locations in Avista's system with known deteriorated pipe segments are submitted to Gas
Engineering by each of our local Gas Operations District’'s. Segments are considered based upon
multiple factors such as age of plant, material type and observable leak rates which are
documented as part of Avista’s Distribution Integrity Management Program (DIMP).

As a natural gas distribution system operator, Avista is mandated by Part 192 of the Department of
Transportation’s Code of Federal Regulations (CFR) to maintain and operate an active Distribution
Integrity Management Program (DIMP). The CFR defines the laws that all operators must legally
comply with in the operation of natural gas distribution systems. DIMP is intended to promote
continuous improvement in pipeline safety and enhance the integrity of the natural gas systems we
operate. This is accomplished through gathering of system data, analyzing risk, and investment in
risk control measures, such as the Deteriorated Steel Pipe Replacement Program. The projects
targeted under the Deteriorated Pipe umbrella do not typically have a direct compliance
requirement associated with them. However, the Program benefits from the ability to utilize the
results from our DIMP studies to help prioritize work.

DIMP analyzes risk (probability and consequence) associated with various threats to natural gas
facilities including, but not limited to, material failures, joint failures, increased leak frequency,
buried flanged/threaded connections, unconventional/obsolete pipe sizes and corrosion due to lack
of protective coating (bare steel) on pipe and/or problems with protective coating on pipe. The
DIMP analysis results in an overall risk score for operator defined segments of pipe. The
Deteriorated Steel Pipe Replacement Program is intended to proactively mitigate areas of known
risk through the replacement of these aged steel pipe facilities.

The Deteriorated Pipe Program Manager and each Gas Operations District Manager take the
DIMP risk scoring into account when prioritizing projects to meet an approved level of annual
program spend. The requested spend level has historically been determined based upon Avista’s
experience in the management of aging pipe facilities across our service territories coupled with
any changing costs of construction year to year. Each Gas Operations District is allotted a
manageable portion of the approved budget to proactively target the highest risk projects in each
District. There are circumstances where lower priority projects may be accelerated if it makes
sense to coordinate the timing of pipe replacement projects with prior phasing or with other utility
and road projects. The individual projects for Deteriorated Pipe are typically managed locally while
the overall program budget is managed by the Program Manager in Gas Engineering. See Image 1
below for a list of current projects within this program.

Business Case Justification Narrative Page 10of 5
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Gas Deteriorated Steel Pipe Replacement Program, ER 3001

2 BUSINESS PROBLEM

Sections of existing steel piping within Avista’s gas distribution system are aging, showing signs of
deterioration, and are operating with an increased risk of failure primarily due to, but not limited to,
corrosion of steel material. Sections of gas main with known corrosion related issues no longer
operate reliably and/or safely and are a risk to the public in and around these faciiities. A higher
frequency of leaks on these existing facilities results in a higher risk of operation and risk to the
public and customers served in the areas with these aging facilities. This risk and the operating and
maintenance costs associated with maintaining these facilities continue to increase the longer the
facilities continue to operate unmitigated.

An additional area of concern is related to segments of pipe with obsolete diameter that operate
within the system. In addition to public risk, there are even greater operational risks and the
associated challenges of working on pipe sizes that are not supported by today’s manufacturers.
Standard fittings do not fit some of this pipe, which limits the flexibility Operations Districts have to
manage emergencies if shut down of the facilities is required and a valve is not located in a
convenient location.

The Deteriorated Pipe Replacement Program is focused on proactively addressing the risks
associated with operation of the segments described in the previous paragraphs. Replacement of
these facilities not only improves the safety and reliability of our system, but also helps to mitigate
risk to the public, our customers and reduces the operating and maintenance cost of maintaining
higher risk facilities. This Program primarily targets projects in Avista's Oregon territories as this is
where some of the highest known risks exist in our system. However, there will be an occasional
need to utilize this program in Avista’s other service territories as well.

3 PROPOSAL AND RECOMMENDED SOLUTION

_Optic Capital Cost | Start |

Option 1 — Do nothing/Defer project 30 N/A

Option 2 — Preferred Solution/ $1,400,000 January December
Strategically replace sections of high

risk steel piping

Option 3 — Alternative Solution/ $500,000 January December

Reduced funding option: Strategically
replace sections of high risk steel
piping at a reduced rate

The requested spend level has historically been determined based upon Avista’s experience in the
management of leak rates across our service territories coupled with any changing costs for
construction year to year. Annual levels of spending may need {o be adjusted in this program
depending upon the needs of the system, however, as best as Avista is ablie to tell at this time,
what is proposed is the correct amount to address the known risks resulting from asset
management planning the Distribution Integrity Management Plan analysis.

Business Case Justification Narrative Page 30of 5
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Gas Deteriorated Steel Pipe Replacement Program, ER 3001

Option 1 — Do nothing/defer project

If no money is spent proactively replacing at risk pipe, then greater efforts would be required to
reactively address each specific leak or corrosion issue as they occur. Leaks and failures can resuit
in the migration of gas, entrapment within structures, and the potential for ignition. This presents
increased risk and safety concerns for the public and Avista's customers located in the vicinity of
high risk facilities with known leaks or leak potential as well as corrosion issues. Not addressing
these facilities in a proactive manner also increases the risk of more catastrophic material failures
of the pipe to occur over time. Not addressing known risks within our distribution system would
have a negative impact on overall operations and maintenance costs and could potentially be in
violation of Federal Code requirements related to maintaining an active Integrity Management
Program, resulting in State or even Federal fines. It is very difficult to anticipate what the financial
impact of this would be since it is completely dependent upon each unique situation. These risks
cannot be mitigated without the replacement of these facilities and risk increases the longer these
facilities continue to operate. This option is not recommended.

Option 2 — Preferred Solution/Strategically replace sections of high risk steel piping

It is recommended as part of a programmatic approach to proactively identify and replace sections
of existing steel piping that are showing signs of aging and deterioration or that are operating with
an increased risk of failure within the natural gas distribution system. Completing this type of work
as part of a continuing annual program is anticipated to have less overall cost impact than if we
were to address each specific leak or corrosion issue as it is encountered. A programmatic
approach aiso allows time for better analysis, prioritization and planning to help determine which
projects are higher priority or if larger diameter pipes are needed for additional capacity in these
service areas to help improve system operation for all downstream customers. This program aligns
with Avista’'s organizational focus on our responsibility to maintain a safe and reliable infrastructure
for all of our customers and in each of our services territories. The intent of this program includes,
but is not limited to, the following:
e An opportunity to target areas that will improve risk, public safety and system reliability for
all of our customers as part of our Distribution integrity Management Plan (DIMP)
e An opportunity to systematically prioritize and replace facilities on an annual basis reducing
a portion of the risk annually and spreading the cost of replacement out over multiple years

Option 3 — Alternative Solution/Reduced funding: Strategically replace sections of high risk steel
piping at a reduced rate

Another option is to approach the risk associated with deteriorated pipe with a reduced funding
approach. Reduced funding will result in replacement of fewer pipe segments that are showing
signs of aging and deterioration or that are operating with an increased risk of failure within the
natural gas distribution system. The reduced funding alternative would still allow us to benefit by
addressing facilities with known risk of failure, but at a pace slower than we feel is appropriate at
this time to address these known risks. The outcome, shouid this option be selected, would result
in the continued operation of known high risk facilities which leads to increased public and
operational risk as previously described in Option 1.

Business Case Justification Narrative Page 4 of 5
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Gas Regulator Station Replacement Program, ER 3002

1 GENERAL INFORMATION

Requested Spend Amount $1,000,000
Requesting Organization/Department B51 Gas Engineering
Business Case Owner Jeff Webb

Business Case Sponsor Mike Faulkenberry
Sponsor Organization/Department B51 - Gas Engineering
Category Program

Driver Asset Condition

1.1 Steering Committee or Advisory Group Information

Gas Engineering, Gas Operations, and the Gas Meter Shop work together to
administer the Regulator Station Replacement Program. Gas Engineering is
ultimately responsible for prioritizing the projects and reporting out financial
updates to the Capital Budget Group.

A master list of Regulator Stations (pressure reduction stations) and industrial
meter sets with reported deficiencies is maintained by Gas Engineering. Gas
Operations and the Gas Meter Shop report concerns while performing regular
maintenance and these deficiencies are collected on the master list. Annually,
subject matter experts from Gas Operations and Engineering review the master
list and risk rank the work for the following year. Stations with the highest risk
(typically due to multiple different concerns) are prioritized over stations with only
minor issues. Prioritizing this work annually with the subject matter experts
provides a consistent approach. Through this process, the highest risk projects are
selected to be funded.

2 BUSINESS PROBLEM

This annual program will replace or upgrade existing at risk Regulator Stations and
industrial meter sets that are at the end of their service life to current Avista
standards. Additionally, it will address enhancements that will improve system
operating performance, enhance safety, replace inadequate or antiquated
equipment that is no longer supported, and ensure the reliable operation of
metering and regulating equipment.

Another category of work in this program is moving regulator stations located
underground in a vault to a more traditional above ground configuration. Stations
located in vaults are difficult to maintain because of the limited working room for
tools and workers. Additionally, water in the vault can make maintenance more
difficult. Regulator Stations in a vault are also a safety concern as they are
confined spaces and can trap harmful levels of natural gas should a leak be
present.

Business Case Justification Narrative Page 10of 4



AVISTA / 702-Revised
Baldwin-Bonney / Page 19 of 378



AVISTA / 702-Revised
Baldwin-Bonney / Page 20 of 378



AVISTA / 702-Revised
Baldwin-Bonney / Page 21 of 378

Gas Regulator Station Replacement Program, ER 3002

5 VERSION HISTORY

Signature: M@\ Date: 2,{ 1 Q‘Z 0

Print Name: VMike\Fam}’(Eﬁber& S
Title: Director of Natural Gas

Role: Business Case Sponsor

Signature: Date:

Print Name:

Title:

Role: ~ Steering/Advisory Cmt Review

Jeff Webb 03/17/2017 ' “Initial version

1.0
1.1 Jeff Webb 04/07/2017
2.0 Jeff Webb 2/17/2020 Revised for 2020

Oregon GRC filing

Template Version: 03/07/2017
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Gas Replacement Street and Highway Program, ER 3003

1 GENERAL INFORMATION

Requested Spend Amount $3,000,000

Requesting Organization/Department B51 — Gas Engineering
Business Case Owner Jeff Webb

Business Case Sponsor Mike Faulkenberry
Sponsor Organization/Department B51 - Gas Engineering
Category Program

Driver Mandatory & Compliance

1.1 Steering Committee or Advisory Group Information

Gas Operations manages this category of work. The work is generated by the
various municipalities that Avista has franchise agreements in. The overall
program budget is managed by Gas Engineering.

2 BUSINESS PROBLEM

It is very difficult to forecast year-to-year what the cost in this category will be.
Virtually all of Avista’s pipelines are located in public utility easements (PUESs)
which are controlled by local jurisdictional franchise agreements. Avista is
mandated under these agreements to relocate its facilities, when local
jurisdictional projects necessitate. Often these come without significant lead time
by the local jurisdictions. It is often the case that meetings are called in the Spring
to notify franchisees (natural gas, electric, cable, phone etc.) that they will need to
relocate their facilities. This does not enable ideal planning and often may cause
Avista to spend unbudgeted funds and do so in a manner that is not of the utmost
efficiency.

When conflicts are identified that may require relocating gas facilities, meetings
with the appropriate entities take place in an attempt to design around the conflict.
If relocation of gas facilities are required, then Avista must relocate the gas facility
at our cost per the applicable franchise agreement. If the relocation project is of
significant complexity, then Gas Engineering will take over the project to design
and manage it through completion, otherwise the local districts will manage the
project. The business needs and potential solutions identified impact all gas
customers in Avista’s service territory.

3 PROPOSAL AND RECOMMENDED SOLUTION

opgon. | cCapitalCost | Start | Complete
Option 1 - Do nothmg $ TBD
Option 2 — Preferred Solution, Complete $3,000,000 January December

Business Case Justification Narrative Page 1 of 3
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Gas Replacement Street and Highway Program, ER 3003

5 VERSION HISTORY
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Gas Cathodic Protection Program, ER 3004

1 GENERAL INFORMATION

Requested Spend Amount $715,000

Requesting Organization/Department B51 - Gas Engineering
Business Case Owner Jeff Webb / Tim Harding
Business Case Sponsor Mike Faulkenberry
Sponsor Organization/Department B51 - Gas Engineering
Category Mandatory

Driver Mandatory & Compliance

1.1 Steering Committee or Advisory Group Information

The Cathodic Protection (CP) group monitors system performance and
recommends replacements and upgrades when corrosion control measures
become ineffective. Gas Engineering evaluates the recommendations with the CP
group and other interested parties. The pros and cons of each option are then
reviewed with the Gas Engineering Manager and a preferred alternative is
selected to proceed with a funding request. Gas Engineering is responsible for
managing this program.

2 BUSINESS PROBLEM

CP system compliance is mandated by Federal Rules within the Department of
Transportation code 49 CFR 192, Subpart I. Some of the CP systems have been
in service at Avista for extended periods of time and they have exceeded their
useful service life. This requires them to be replaced. It is often difficult to predict in
advance when specific projects are required, because sudden component failures
do occur. Anodes, a key component of the CP systems, are buried and not
observable, deteriorate at differing rates, and become ineffective when they are
used up. The estimated annual cost for this budget is based on past expenditures.
Because of the unpredictable nature of these projects, it is not always know which
service territory work will be performed in on any given year.

3 PROPOSAL AND RECOMMENDED SOLUTION

opton | CapitaiCost | Start | Complete
Option 1 Do nothlng 30 N/A

Option 2 — Preferred Solution, Replace end of life $800,000 | January December
cathodic protection systems

Option 1 — Do nothing

CP systems have a finite lifespan and must be replaced when they are at the end
of their service life. Failing to replace these facilities will result in inadequate
external corrosion protection on Avista’s steel piping systems. This would result in

Business Case Justification Narrative Page 1 0of 3
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Gas Cathodic Protection Program, ER 3004

5 VERSION HISTORY
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Gas Non-Revenue Program, ER 3005

1 GENERAL INFORMATION

Requested Spend Amount $9,000,000

Requesting Organization/Department B51 — Gas Engineering
Business Case Owner Jeff Webb

Business Case Sponsor Mike Faulkenberry
Sponsor Organization/Department B51 — Gas Engineering
Category Program

Driver Failed Plant & Operations

1.1 Steering Committee or Advisory Group Information

This work is typically unplanned and is initiated by customers or Avista
maintenance crews and is managed at the Local District level. Gas Engineering
establishes the overall budget based largely on historical spend patterns and
reports monthly updates to the Capital Planning Group based on feedback from
the Local Districts. Gas Engineering is responsible for projects under this ER that
require substantial design efforts such as farm tap retirements, highway or river
crossings, and steel pipelines.

2 BUSINESS PROBLEM

The work in this annual program is mostly reactionary, unplanned work and is
difficult to predict aside from using historical trends. The following situations are
typical triggers for such work: shallow facilities found by excavation (the
excavation may or may not be related to gas construction), relocation of facilities
as requested by others (except for road and highway relocations), leak repairs on
mains or services, meter barricades (only in Washington State and only through
the year 2020), and farm tap elimination. Each of these work types are further
described below. Customer related benefits include reduced operations and
maintenance (O&M) costs and improved safety and reliability from having facilities
at the proper depth and from reduced leak rates of new plastic pipe versus older
steel. With the exception of the meter barricade work, the business needs and
potential solutions identified impact all gas customers in Avista’s service territory.

When shallow facilities are discovered, an appropriate response to the situation is
determined by Local District Management. If the response to the situation is capital
in nature, then the repair is funded from this program. If the scope of the project is
large enough to warrant it, the project will be prioritized and risk ranked against
other similar type projects. These types of projects allow Avista to remain in
compliance and operate the gas facilities in a safe and reliable manner.

If requested by others (typically customers) to relocate facilities, Avista is bound by
tariff language to do so at the customer’s expense. Under certain circumstances,

Business Case Justification Narrative Page 1 of 5
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Gas Non-Revenue Program, ER 3005

Avista may choose these opportunities to perform additional work beyond the
immediate request to improve or update the gas system. Local District
Management and field personnel will evaluate the circumstances and make an
appropriate decision based on a holistic view of the situation. Guidance to help
evaluate the scenario is established in the Company Gas Standards Manual. An
example might be to replace an entire existing steel service with modern plastic
material instead of just replacing a small section of the steel service that is in
conflict with a customer’s home improvement project. This would eliminate the
possibility of future deficiencies with the cathodic protection system on the steel
pipes and reduce future maintenance related to that steel service. The charges for
this additional work are put against this program.

When leaks are found on the gas system, it is sometime advantageous to replace
a section of main or service as opposed to just repairing the leak. The Local
District looks at the long term fix when possible, not just addressing the immediate
concern, and considers what is the right thing to do in these situations. This type of
betterment falls under this program.

The need for meter protection can come from a variety of sources: customer,
meter reader, atmospheric corrosion inspectors, or from company personnel. Each
report is vetted by the Local District to ensure the need is warranted and then the
job is scheduled for installation. Installation of meter barricades or break-away
fittings on existing meters sets is capital only in Washington State and only
through the year 2020.

A single service farm tap (SSFT) installed on a supply main is a common way to
provide gas service to a small number of customers. The alternative is to install
distribution main from an adjacent distribution system to serve the customer which
may be cost prohibitive at the time. Many of these farm taps are reaching the end
of their service life or need to be replaced for maintenance reasons. In areas of
high concentrations of farm taps that have maintenance concerns, it is sometimes
advantageous to rebuild one of them as a traditional regulator station (pressure
reduction station), install distribution main to the other services from the adjacent
farm taps, and then retire the other farm taps. This reduces O&M by having fewer
stations to maintain.

3 PROPOSAL AND RECOMMENDED SOLUTION

Option . | capitalCost | Start | Complete |
Option 1 — Do nothmg $0 N/A
Option 2 — Preferred Solution, $6,000,000 01-2017 12-2017
Complete programmatic work as
described
Option 3 — Alternative Solution, $3,000,000 01-2017 12-2017
Reduced funding

Business Case Justification Narrative Page 2 of 5
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Gas Non-Revenue Program, ER 3005

Option 1 — Do nothing
Shallow facilities — Higher likelihood of being damaged and causing a gas leak.

Requested by others & leak repair — To miss the opportunity to better the system
while already on-site doing work is shortsighted because we increase the chances
of having to be back at the site to remedy other maintenance items at a later date.
The decision to simply repair the leak or perform the customer requested work
(quickest and easiest thing to do) eliminates the chance to improve the system as
a whole, while increasing the chances of having to be back at the site later to fix
another leak or maintenance concern. If leaks are not repaired, they must be
monitored and re-evaluated on a periodic schedule to ensure they are not
becoming a greater hazard to the public.

Meter protection — Not installing meter barricades or break-away fittings is against
Federal Rules (CFR 192.353) and presents a significant safety risk to the public,
especially if the facilities are damaged.

Farm tap elimination — If Avista is not allowed to optimize the gas distribution
system by reducing the number of farm taps that are maintenance intensive, then
eventually more staff will be required to perform this federally mandated work.
Additionally, farm taps are normally located between the driving lane and the
property line, are low profile, and are sometimes difficult for the public to see. This
puts them at risk of vehicle damage.

Option 2 — Preferred Solution, Complete programmatic work as described

Shallow facilities — Lowering gas mains and services is not required by Federal
Rules, but it is prudent. It reduces the chances of damage caused by excavation
over and around the gas facilities. This is critical because damage from excavation
is the highest risk to our gas facilities. Excavators are expecting gas pipes to be at
the depths they are first installed at. When they are shallow because of grade
changes that have been caused by others since installation, there is an increased
risk of damage and threat to public safety.

Requested by others & leak repair — Betterment of the gas system when
opportunities arise is the prudent way to operate a gas distribution system.
Mobilizing crews and equipment to a site often covers the bulk of the costs for
small projects, so making the most of the time once there is the sensible way to
operate. Betterments as described in Section 2 are driven by Company Standards
and best practices.

Meter protection — Avista is mandated by Federal Rules to protect above ground
facilities from damage. Gas meters located where vehicles are normally parked or
driven create a hazard if the meter is not properly protected.

Farm tap elimination — When there are many farm taps located in close proximity
to each other and when those stations have reason to be rebuilt, then it makes
sense to rebuild just one of them and install distribution main to the other sites to
provide a new source of gas. This allows the adjacent farm taps to be retired,

Business Case Justification Narrative Page 30of 5
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Gas Non-Revenue Program, ER 3005

reducing O&M and improving public safety. Triggers for rebuilding a farm tap may
include; replacement of inadequate or obsolete equipment that is no longer
supported, poor location of station (safety concerns), inability to perform proper
maintenance, and capacity constraints.

The customers benefit from these types of projects by having a safer, well
maintained distribution system. Also this is a prudent way to spend resources
because many deficiencies at stations can be remedied under just one project.
Additionally, the new main might be installed in front of structures without gas
service, making it easier to serve them with gas in the future should they choose to
change their energy source.

Option 3 — Alternative Solution, Reduced funding

Shallow facilities ~ Likelihood of being damaged and causing a gas leak if fewer
facilities were lowered.

Requested by others & leak repair — This befterment would happen at a reduced
rate, causing workload pressure on the maintenance personnel. To miss the
opportunity to better the system while already on-site doing work is shortsighted
because we increase the chances of having to be back at the site to remedy other
maintenance items at a later date. The decision to simply repair the leak or
perform the customer requested work (quickest and easiest thing to do) eliminates
the chance to improve the system as a whole, while increasing the chances of
having to be back at the site later to fix another leak or maintenance concern. If
leaks are not repaired, they must be monitored and re-evaluated on a periodic
schedule to ensure they are not becoming a greater hazard to the public.

Meter protection — Not installing meter protection is against Federal Rules and
presents a significant safety risk to the public, especially if the facilities are
damaged.

Farm tap elimination - This optimization would happen at a reduced rate, causing
workload pressure on the maintenance personnel. If Avista is not allowed to
optimize the gas distribution system by reducing the number of farm taps that are
maintenance intensive, then eventually more staff may be required to perform this
federally mandated work. Additionally, farm taps are normally located between the
driving lane and the property line, are low profile, and are sometimes difficult for
the public to see. This puts them at risk of vehicle damage.

4 APPROVAL AND AUTHORIZATION

The undersigned acknowledge they have reviewed the Gas Non-Revenue
Program and agree with the approach it presents. Significant changes to this will
be coordinated with and approved by the undersigned or their designated
representatives.

Business Case Justification Narrative Page 4 of 5
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Gas Overbuilt Pipe Replacement Program, ER 3006

2 BUSINESS PROBLEM

As a natural gas distribution system operator, Avista is required to operate within the minimum
safety standards outlined in Part 192 of the Department of Transportation’s Code of Federal
Regulations (CFR). The CFR defines the laws that all operators must legally comply with in
the operation of natural gas distribution systems. There are sections of existing gas piping
within Avista’s gas distribution system that have experienced encroachment or have been
overbuilt by customer constructed improvements (i.e. living structures, sheds, decks, etc.) and
were not designed to be installed under these conditions. In these circumstances, it is difficult
to operate and maintain these facilities without increased risk or a reduction in overall safety.

Overbuilt facilities restrict company access to the pipe resulting in accessibility issues. If
facilities were not designed for overbuilt conditions it can resuit in the inability to perform
certain maintenance activities required by CFR such as meter inspections or leakage survey.
Leakage surveys are typically performed by walking directly above the gas facilities while
operating leak detection equipment. This maintenance becomes impossible if access to the
ground above the facility becomes hindered. Overbuilds not originally designed to be in an
overbuilt condition are also a violation of the CFR for an overbuilt facility as they do not meet
code requirements for installation within a sealed conduit that can be vented outside of the
overlying structure.

Overbuilds present an increased risk to customers due to the threat that gas can get
entrapped inside of a structure, which increases the potential for an unsafe atmosphere to
develop as well as result in potential ignition which could be catastrophic to life and property.
Multiple factors impact risk and the replacement of these facilities, but of primary concern is
the increased risk hazard due to a leak. Overbuilds increase operations and maintenance
costs as Avista is often required to return to overbuild locations multiple times to attempt and
complete leak survey and other maintenance tasks that cannot be completed at the normal
scheduled time due to the overbuild.

Addressing overbuilt pipe in mobile home parks is where the highest risk and greatest quantity
of overbuilt facilities exist due to the dynamic nature of these facilities. However, overbuilds
are not isolated to mobile home parks and the need potentially exists for this program to be
utilized in alt of Avista’s service territories.

3 PROPOSAL AND RECOMMENDED SOLUTION

_Option ,, Capital Cost |  Start _Complete
Option 1 — Do nothing/defer project $0 N/A
Option 2 — Preferred Solution/Complete $400,000 January December

programmatic replacement of overbuilt
sections of pipe

Option 3 — Alternate Solution $200,000 January December
#1/Reduced Funding Option: Complete
programmatic replacement of overbuilt
sections of pipe at a reduced rate

Option 4 — Alternate Solution #2/Attempt Unknown Unknown Unknown
to enforce Avista’s easement rights

Business Case Justification Narrative Page 2 of 4
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Gas Overbuilt Pipe Replacement Program, ER 3006

Option 1 — Do nothing/Defer project

Under this alternative Avista would continue to operate overbuilt facilities without replacement.
There is significant risk associated with not remediating these facilities at all and this would be
a violation of the Code of Federal Regulations subjecting Avista to potential State and Federal
fines associated with operating facilities that are out of compliance. The financial impact of this
alternative is very difficult to estimate as penalties for non-compliance are on a case by case
basis. Known risks cannot be mitigated without replacement of these facilities or remediation
of the overbuild condition. This option is not recommended.

Option 2 — Preferred Solution/Complete programmatic replacement of overbuilt sections of
pipe

It is recommended as part of a programmatic approach to identify and replace sections of
existing pipes that can no longer be operated safely as they have experienced encroachment
or have been overbuilt by customer constructed improvements. Since there is no required
compliance timeline for mitigation of overbuilt facilities, completing this type of work as part of
a program will allow for Avista to manage the risk overall and prioritize overbuilt facilities
based upon those instances with the highest risk to customers as well as operationally. This
methodology is also more proactive and is anticipated to have less overall cost impact than by
addressing each specific issue as it is encountered or addressing all know overbuilds at one
time as an individually funded project. This program aligns with Avista’s organizational focus
to operate safe and reliable infrastructure for all of our customers in each of our service
territories.

The current funding level balances available manpower with other programs administered at
the District Offices and allows crews to also work on other compliance and risk reduction type
activities. Annual levels of spending may need to be adjusted in this program as the risks in
DIMP are reassessed annually.

Option 3 — Alternative Solution #1/Reduced funding option: Complete programmatic
replacement of overbuilt sections of pipe at a reduced rate

Another option is to approach the risk associated with overbuilds with reduced funding.
Reduced funding will result in replacement of fewer sections of overbuilt piping. The reduced
funding alternative would still allow us a benefit by addressing some of the overbuilt facilities
with known risk, but at a pace slower than we feel appropriate to address these safety
concerns and maintain compliance. The outcome, should this option be selected, would result
in the continued operation of facilities known to be out of compliance and which are currently
operating with higher risk to customers and operations personnel. Additionally, Avista is often
required to return to an overbuild location multiple times in attempt and complete a leak survey
or other maintenance tasks that cannot be completed due to the overbuild. This will continue
to result in increased operations & maintenance related costs. This option would be a partial
employment of both Options 1 and 2 and is not recommended.

Option 4 — Alternative Solution #2/Enforce Avista’s easement rights.

A final option to this program is to attempt to enforce Avista’s “rights” and try to force the
owners, renters, or mobile home parks owners to be liable for these fixes, however the original
piping in these locations typically has weak or no easement protection. The ability to prove
that the existing customer was responsible for the overbuild can be difficuit and sometimes
impossible. Avista has experienced in the past that attempts to force customer to pay for these
modifications are difficult and often legal fees approach the cost of the work. Legal actions
often take an extensive time and resource commitment. Additionally the negative public
relations associated with such a philosophy would be very difficult to overcome. This option is
not recommended.

Business Case Justification Narrative Page 3 of 4
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Gas Isolated Steel Replacement Program, ER 3007

1 GENERAL INFORMATION

Requested Spend Amount $1,400,000 — Annual Request
Requesting Organization/Department B51 — Gas Engineering
Business Case Owner Jeff Webb / Jenn Massey
Business Case Sponsor Mike Faulkenberry

Sponsor Organization/Department B51 — Gas Engineering
Category Mandatory

Driver Mandatory & Compliance

1.1 Steering Committee or Advisory Group Information

The Isolated Steel Program Manager works closely with the Operations Managers
to identify the work. The work is then dispatched to Gas Operations to complete.
The overall program budget is managed by the Program Manager and Gas
Engineering.

2 BUSINESS PROBLEM

The Program objective is to identify and document isolated steel sections of
pipeline in Avista’s system, including isolated risers, and to replace each riser or
pipeline section within a specified timeframe after its identification.

The methodology for identifying sections of isolated steel is a programmatic
survey, taking pipeline to soil potential measurements of the subject system. The
overall program area is divided into subareas based on Avista’s established
cathodic protection zones. A three-man team conducts the survey; first obtaining
“native” measurements with the CP system de-polarized, and then “on/off”
measurements with the system polarized and current interrupters installed. Data
is obtained digitally by each survey technician using a Trimble handheld device.
The data is tracked and processed using an ESRI ArcGIS platform. Based on
survey results, replacement job orders are dispatched and the replacements
executed.

Isolated portions of pipe including risers, service pipe and main will be replaced as
required to meet the requirements of 49 CFR 192.455 & .457 and in accordance
with WUTC Docket PG-100049. This program will be conducted in ID and OR also
to assure cathodically isolated steel is identified and replaced as needed through
2024.

Once the isolated sections of steel pipe are identified, projects are created to
replace them with new pipe. This new pipe could be either steel or plastic.

Business Case Justification Narrative Page 1 0of 3
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EXECUTIVE SUMMARY

In February 2012, Avista’s Asset Management Group released findings in the “Avista’s Proposed Protocol
for Managing Select Aldyl-A Pipe in Avista Utility’s Natural Gas System” report. The report documents
specific Aldyl-A pipe in Avista’s natural gas pipe system, describes the analysis of the types of failures
observed, and the evaluation of its expected long-term integrity. The report proposed the undertaking of a
twenty-year program to systematically replace select portions of Aldyl-A medium density pipe within its
natural gas distribution system in the States of Washington, Oregon, and Idaho.

The Gas Facility Replacement Program (GFRP) was initiated in 2012 and is planned to continue for 20
years (until the end of 2031). It is the sole mission and charter for the GFRP to plan and execute the
replacement of 737 miles of Aldyl-A main pipe and to rebuild 17,769 service tee transitions throughout
Avista’s service territories. The Aldyl-A main pipe replacement work includes Aldyl-A pipe that is 1-1/4”
diameter through 4” diameter and with an install date prior to January 1, 1987, or a manufactured date prior
to January 1985.

Avista has a regulatory mandate to complete this program and has a goal of investing in its infrastructure
to achieve optimum life-cycle performance. The historical spending trend from 2016 through 2021 has
been $20M-$23M annually and is reflective of the program’s most recent cost experience updates. The
requested budget amounts consider Avista’'s regulatory mandate to complete this program with full
contractor complement and to adjust for the mileage that was not completed in 2020 and be in alignment
with Distribution Integrity Management Program’s (DIMP) prioritization recommendations. This also meets
Avista’s goal of investing in its infrastructure to achieve optimum life-cycle performance. Inflation of
approximately 4% has been planned for by escalating the annual costs.

This targeted Aldyl-A pipe will eventually reach a level of unreliability that is not acceptable due to the
tendency for this material to suffer brittle-like cracking leak failures. There is a potential harm to the public
through damage to life and property and there is a high likelihood of increasing regulatory scrutiny from
increasing failures. Not approving or deferring this body of work would further exacerbate the risks.

VERSION HISTORY

Version | Author Description Date Notes

Draft Michael Whitby Initial draft of original business case 2011

1 Michael Whitby Budget Change 2015 Additional $1.8M approved
2 Michael Whitby Budget Change 2016 Additional $3M approved

3 Michael Whitby Budget Change 2017 $2M deferred to 2018

4 Michael Whitby Budget Change 2018 $1M deferred to 2019

5 Michael Whitby Budget Change 2019 $1.5M deferred to 2020

6 Karen Cash Budget Change 2020 $1,035,000 deferred to 2021
7 Karen Cash Budget Change 2020 $1,000,000 deferred to 2021
8 Karen Cash Budget Change 2020 $500,000 deferred to 2021
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GENERAL INFORMATION

Requested Spend Amount $25,000,000 - $30,500,000 Annually

Requested Spend Time Period 10 years (2022 through 2031)

Requesting Organization/Department Natural Gas / Gas Facility Replacement Program
Business Case Owner | Sponsor Karen Cash / Mike Faulkenberry

Sponsor Organization/Department Energy Delivery / Natural Gas

Phase Execution

Category Program

Driver Mandatory & Compliance

1. BUSINESS PROBLEM

1.1 What is the current or potential problem that is being addressed?

For Avista, aside from third party excavation damage, the highest risks within our natural gas
distribution system is Aldyl-A Main Pipe (Manuf. 1964-1984), and the bending stress that occurs on
Aldyl-A service pipe where it is connected to steel main pipe.

GFRP was initiated in 2012 and is planned to continue for 20 years (until the end of 2031). It is the
sole mission and charter for the GFRP to plan and execute the replacement of 737 miles of Aldyl-A
main pipe and to rebuild 17,769 service tee transitions. The Aldyl-A main pipe replacement work
includes Aldyl-A pipe that is 1-1/4” diameter and great and with an install date prior to January 1,
1987, or a manufactured date prior to January 1985.

The GFRP’s Service Tee Transition Rebuild (STTR) Program was structured to mitigate the risks
associated with the “Bending Stress Services” category within a 5-year time frame. The STTR
Program started in 2013 and was deemed substantially complete in December 2017.

1.2 Discuss the major drivers of the business case (Customer Requested, Customer
Service Quality & Reliability, Mandatory & Compliance, Performance & Capacity, Asset
Condition, or Failed Plant & Operations) and the benefits to the customer

Avista has a regulatory mandate to complete this program and has a goal of investing in its
infrastructure to achieve optimum life-cycle performance.

As of August 2011, the US Department of Transportation Pipeline and Hazardous Materials Safety
Administration (PHMSA) mandates gas distribution pipeline operators to implement Integrity
Management Plans, or in Avista’s case, a Distribution Integrity Management Plan (DIMP) in which
pipeline operators are required to identify and mitigate the highest risks within their system. For
Avista, aside from third party excavation damage, the highest risks within our natural gas distribution
system is Aldyl-A Main Pipe (Manuf. 1964-1984), and the bending stress that occurs on Aldyl-A
service pipe where it is connected to steel main pipe.

More specifically, and as related to the risks identified above, in February 2012 Avista’s Asset
Management Group released findings in the “Avista’s Proposed Protocol for Managing Select Aldyl-
A Pipe in Avista Utility’s Natural Gas System” report. The report documents specific Aldyl-A pipe in



AVISTA / 702-Revised
Baldwin-Bonney / Page 42 of 378

Avista’s natural gas pipe system, describes the analysis of the types of failures observed, and the
evaluation of its expected long-term integrity. The report proposed the undertaking of a 20-year
program to systematically replace select portions of Aldyl-A medium density pipe within its natural
gas distribution system in the states of Idaho, Oregon, and Washington.

Subsequently, the Gas Facility Replacement Program’s (GFRP) was formed as the operational entity
committed to structuring and implementing a systematic approach to mitigating the Aldyl-A pipe risks
as identified in aforementioned report.

On December 31, 2012 the Washington Utilities and Transportation Commission (WUTC)
issued its policy statement on Accelerated Replacement of Pipeline Facilities with Elevated Risks
which requires gas utility companies to file a plan every two year for replacing pipe that represents
an elevated risk of failure. The requirement to file a Pipe Replacement Plan (PRP) commenced on
June 1, 2013. In response to this order, Avista’s first 2-year PRP for 2014-2015 was submitted and
approved in 2013 per Docket PG-131837, Order 01. Avista’s second two-year PRP for 2016-2017
was submitted in 2015 and approved in 2016 per WUTC Docket PG-160292, Order 01. Avista
submitted a PRP in June 2017, and 2019.In Avista’s filings, the “Avista’s Proposed Protocol for
Managing Select Aldyl-A Pipe in Avista Utility’s Natural Gas System” report serves as the pipe
replacement “Master Plan”, and two year pipe replacement goals which includes specific project
locations, and the anticipated pipe replacement quantities.

On March 6, 2017 the Oregon Public Utilities Commission (“Commission”) issued Order 17-084
(Docket UM 1722, Investigation into Recovery of Safety Costs by Natural Gas Ultilities), which in part
required each of the natural gas distribution companies serving customers in Oregon to file with the
Commission by September 30" each year an annual “Safety Project Plan” (or Plan).' The purpose
of the Plan is to increase transparency into the investments made by each utility that are based
predominantly on the need to achieve important safety objectives. More specifically, the Plan is
intended to achieve the following objectives:

o Explain capital and expenses needed to mitigate safety issues identified by risk analysis or new
federal and state rules;

o Demonstrate the utility’s safety commitment and priority to its customers;

e Provide a non-technical explanation of primary safety reports each utility is required to file with
the Commission’s pipeline safety staff; and

¢ Identify major regulatory changes that impact the utility’s safety investments.

The Idaho Public Utilities Commission (IPUC) has not required gas utility companies to submit an
action plan, Avista has submitted the “Avista’s Proposed Protocol for Managing Select Aldyl-A Pipe
in Avista Utility’s Natural Gas System” report for review, and communicates annual pipe replacement
goals which includes specific project locations, and the anticipated pipe replacement quantities.

1.3 Identify why this work is needed now and what risks there are if not
approved or is deferred

To ensure Avista fulfills the regulatory mandate to complete this program.

The need to conduct this program has been identified in “Avista’s Proposed Protocol for Managing
Select Aldyl-A Pipe in Avista Utility’s Natural Gas System” report. Further, and more specifically, due
to the tendency for this material to suffer brittle-like cracking leak failures, Aldyl-A will eventually
reach a level of unreliability that is not acceptable. There is a potential harm to the public through
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damage to life and property and there is a high likelihood of increasing regulatory scrutiny from
increasing failures. Not approving or deferring this body of work would further exacerbate the risks
as identified above.

1.4 Identify any measures that can be used to determine whether the
investment would successfully deliver on the objectives and address the
need listed above.

The objective of this investment and structured replacement program is to reduce risk by replacing
at risk pipe and by rebuilding Service Tee Transitions. Through rigorous Project Management efforts,
the GFRP plans and tracks the performance of the projects, and utilizes Earned Value for cost
analysis and for upstream reporting. Further, the GFRP tracks and reports Planned vs. Actual
quantities by project, by year, by state jurisdiction, and also reports multi-year cumulative statistics.

1.5 Supplemental Information

1.5.1 Please reference and summarize any studies that support the problem

a. On December 31, 2012, the Washington Utilities and Transportation Commission
(WUTC) issued its policy statement on Accelerated Replacement of Pipeline Facilities
with Elevated Risks which requires gas utility companies to file a plan every two years
for replacing pipe that represents an elevated risk of failure. The requirement to file a
Pipe Replacement Plan (PRP) commenced on June 1, 2013.

b. February 23, 2012 — Avista Utilities Asset Management “Proposed Protocol for
Managing Select Aldyl-A Pipe in Avista Ultilities’ Natural Gas System”

c. April 11, 2013 - Revised Avista Utilities Asset Management “Proposed Protocol for
Managing Select Aldyl-A Pipe in Avista Utilities’ Natural Gas System”

d. July 2013 — ARMS Reliability Report — Avista Study of Aldyl-A Mainline Pipe and
Bending Stress Point Leaks

e. Auvista’s first 2-year PRP to the WUTC for 2014-2015 was submitted and approved in
2013 per Docket PG-131837, Order 01.

f. Avista’s second 2-year PRP to the WUTC for 2016-2017 was submitted in 2015 and
approved in 2016 per WUTC Docket PG-160292, Order 01.

g. Order of the Public Utility Commission of Oregon in Docket UM 1722, Investigation into
Recovery of Safety Costs by Natural Gas Utilities. March 6, 2017.

h. Avista’s Proposed Protocol for Managing Select Aldyl-A Pipe in Avista Utility’s Natural
Gas System report serves as the pipe replacement “Master Plan”, and two year pipe
replacement goals which includes specific project locations, and the anticipated pipe
replacement quantities.

i. April 2018 — ARMS Reliability Report - Avista Study of Aldyl-A Mainline Pipe Leaks 2018
Update

1.5.2 For asset replacement, include graphical or narrative representation of metrics
associated with the current condition of the asset that is proposed for
replacement.

The chart below identifies the expected number of material failures in Avista’'s Priority
Aldyl-A piping in two cases: Replacement Case — piping replaced over a 20-year time
horizon, and Base Case — assumed that priority piping was not remediated under any
program.
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As shown in the graph below and outlined in “Forecasting Results” section of “Avista’s Proposed
Protocol for Managing Select Aldyl-A Pipe in Avista Utility’s Natural Gas System” report, Avista’s
forecast modeling tool “Availability Workbench Modeling” evaluates several classes of pipe which
are represented as “curves” showing the percentage of the amount of pipe class that is projected to
fail in each year of the forecasted time period.

PROPOSAL AND RECOMMENDED SOLUTION

“Avista’s Proposed Protocol for Managing Select Aldyl-A Pipe in Avista Ultility’s Natural Gas System”
report details the various time horizons modeled for the Aldyl-A Pipe Replacement program.

The Aldyl-A Pipe Replacement effort has been proposed and planned as a systematic twenty-year
pipe replacement program. The program is expected to have a nominal impact to existing business
resources, functions, and processes since the GFRP has been structured to function as a “stand
alone” program consisting of dedicated “internal” resources. The primary functions established for
these internal resources are to plan, design, oversee, manage, and administer the significant body of
projectized work as assigned to “external” contract construction resources.

Periodically, on an as-needed basis, the GFRP will call on other business units for support.
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Since pipe replacement work is a capital expenditure, the impact to O&M cost has been minimal.
Occasionally GFRP projects will encounter circumstances that necessitate O&M expenditures. When
known, these O&M costs are estimated prior to construction. The GFRP tracks and monitors O&M

costs monthly.

Option Capital Cost Start Complete
Replace priority high-risk Aldyl-A pipe in a 20-year = $443M January December
timeframe 2012 2031

The 2013 Avista Study of Aldyl-A Mainline Pipe Leaks was updated in 2018 based on the upon leaks
and replacements through the end of 2017. The original study developed failure distributions that
described the likelihood of leaks occurring on the Aldyl-A pipe installed by Avista for natural gas

distribution and to evaluate multiple replacement scenarios.

According to the table below the

baseline scenario remains more cost effective when compared to the replacement strategies.

Scenario Leaks IRR Levelized Gr. | Lev ROE* | NPV equity*
from Mar.
2018 Requirement*
through
2088
Baseline witheffects - | 26792 | 9.21% $16.417 $0 $0
20 Year Replacement | 255 | 6.04% | $23220 $6,513 | $93,490
Base"“e;:;':g effects - 15335 | 18.04% $10,785 $0 $0
20 Year Replacement 246 | 3.87% $36,147 $12214 | $177.848

with effects - 2018

* In thousands

2.1 Describe what metrics, data, analysis or information was considered when
preparing this capital request.
Reference key points from external documentation, list any addendums, attachments etc.

The 2013 Avista Study of Aldyl-A Mainline Pipe Leaks was updated in 2018 based on the upon
leaks and replacements through the end of 2017. The study incorporated leak reduction and risk
avoidance in the analysis.

After updating the model with leaks and replacements from 2013-2018 the expected number or
leaks for the remaining period (2018-2088) reduced from 26,792 to 12,335 due to the large amount
of the worst pipe already replaced. If the 20-year replacement program where all Aldyl-A pipe is
removed continues there is a slight reduction in the expected number of leaks, 255 in the original
study and 246 in the updated model.

Safety risks and criticality were also considered as part of the study update. It is understood that
each failure event (leak) does not always result in an injury and this is incorporated as a
percentage of events that result per Avista standard modeling guidelines. The severities used are
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shown in table below. The projected number of catastrophic events drop from 258 to 5 events
over the next 70 years by replacing the Aldyl-A pipe.

] % of Failures Where Effect
Effect Severity
Occurs
Catastrophic event 50 Years 1.82%
Craft injury, WITH Lost
. i 1 Year 0.11%
Time/Light Duty
Craft injury, NO Lost Time 3 Months 0.29%

While Avista's 20-year structured replacement program has proven to reduce the highest risk in
the early years of the program, the continuation of this structured replacement program is both
necessary and prudent to mitigating the remaining risks within the system, and to achieving
Avista's goal of operating and maintaining a safe and reliable natural gas distribution system.

2.2 Discuss how the requested capital cost amount will be spent in the current
year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverables that will result from the capital spend?). Include
any known or estimated reductions to O&M as a result of this investment.

[Offsets to projects will be more strongly scrutinized in general rate cases going forward (ref. WUTC Docket No. U-190531 Policy
Statement), therefore it is critical that these impacts are thought through in order to support rate recovery.]

Over the duration of the 20-year program, the GFRP will conduct replacement and rebuild work in
virtually every gas district across Idaho, Oregon, and Washington, with large concentrations of Aldyl-
A pipe occurring in the metropolitan centers of Spokane, Washington, Medford, Oregon, and Coeur
d’Alene, |daho. Based on the scope of work and schedule, the GFRP will plan and manage more
than 100 Major Capital Projects as follows:

Category Type Quantity Duration Project Count
Major Main Pipe 737 miles 20 years ~ 105
Major STTR 17,769 service tees 5 years (Completed) ~20

The 2013 study predicted a total of 26,792 leaks on Aldyl-A mainline pipe from 2018 through 2088
years without any form of a proactive replacement program. Based upon the proactive replacements
that have occurred, the number of leaks predicted over the same period has reduced to 12,335 with
246 catastrophic events if the proactive replacement were to not continue. With the current
replacement of all Aldyl-A pipe by 2035, the number of predicted leaks from 2018 to program
completion reduces slightly, moving from 255 to 246 leaks of which 4 have the potential to be
catastrophic events. Assumptions made during the study were as follows:

¢ Planned replacement of Aldyl-A Mainline pipe costs $357 per three feet in Washington
and Idaho and $360 per three feet in Oregon.

e Unplanned replacement of Aldyl-A Mainline pipe costs $5,071 per three-foot section.
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e Consequences for a Catastrophic Event, Injury with lost time and injury without lost time
are applied per Avista standard practice.

At Avista we forecast Capital Projects/Programs on five-year budget planning cycles which
are updated and adjusted annually. In order to provide the most accurate budget forecasts
possible it is necessary to draw from the program’s most current cost data which is tracked
and derived from recently completed projects. The historical spending trend from 2016
through 2021 has been $20M-$23M annually and is reflective of the program’s most recent
cost experience updates. The requested budget amounts consider Avista’s regulatory
mandate to complete this program with full contractor complement and to adjust for the
mileage that was not completed in 2020* and be in alignment with Distribution Integrity
Management Program’s (DIMP) prioritization recommendations. This also meets Avista’s
goal of investing in its infrastructure to achieve optimum life-cycle performance. Inflation of
approximately 4% has been planned for by escalating the annual costs.

*There were several impactful events that were outside Avista’s control which led to the program
deferring $2,535,000 to 2021. Early part of 2020, the COVID-19 pandemic struck the nation and
only essential work was able to continue. The NPL union employees went on strike starting on
July 6, 2020 and the strike ended on August 26, 2020. Starting on September 8, 2020, in
Jackson County Oregon, wildfires blazed in in the Ashland — Alameda Drive area. There were
wildfires throughout Oregon (see map below). The wildfires spread due to high winds and the
smoke created poor air quality conditions. The outcome of these events in Oregon was the
completion of only 2.6 miles of the planned 15.1 miles by NPL.
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The following tables show the multi-year performance by state for main replacement from
2012 through 2020. Washington is at 97%, Oregon is 73%, and Idaho is 116% of completed
main replacement. Overall the Program has completed 92% (difference of 18.8 miles) of
the planned main replacement.

[ WASHINGTON [ OREGON
YEAR PLANNED MAIN | COMPLETED MAIN % YEAR PLANNED MAIN COMPLETED MAIN %
2012 8.7 8.6 100% 2012 2.7 2.7 103%
2013 10.7 12.4 117% 2013 6.0 6.7 111%
2014 9.1 10.7 117% 2014 6.5 8.0 123%
2015 9.3 10.57 114% 2015 6.6 5.9 89%
2016 10.54 10.23 97% 2016 6.8 7.9 117%
2017 14.05 14.62 104% 2017 6.9 7.1 103%
2018 18.7 15.30 82% 2018 14.6 9.23 63%
2019 18.7 19.10 102% 2019 14.6 7.42 51%
2020 18.7 13.23 71% 2020 14.6 2.62 18%
TOTAL 118.4 114.9 97% TOTAL 79.3 57.6 73%
IDAHO
PLANNED MAIN COMPLETED MAIN
2014 3.42 3.65 107%
2015 3.50 4.63 132%
2016 5.40 5.40 100%
2017 5.80 5.20 90%
2018 7.7 7.5 98%
2019 7.7 12.7 165%
2020 7.7 8.5 110%
TOTAL 41.2 47.6 116%
GFRP Overall Planned vs Completed Mileage
YEAR PLANNED MAIN COMPLETED MAIN % 50
2012 11.3 11.4 101%| | 100
2013 16.7 19.1 114%]| | 35.0
2014 19.0 223 117%| | 300
2015 19.4 21.1 109% izg
2016 22.7 23.5 104%| | 1<,
2017 26.8 27.0 101%]| | 100
2018 41.0 32.1 78%)| | 50 .
2019 41.0 39.3 96% ’ 2012 2013 2014 2015 2016 2017 2018 2019 2020
2020 41.0 24.3 59%
TOTAL 238.9 220.1 92.1% B PLANNED MAIN W COMPLETED MAIN

In order to meet maintain optimal production with current personnel levels and account for
approximately $1.2M a year for Minor Main/STTRs/and outlying municipal projects, below
is the proposed mileage by state from 2022 through 2026.
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MULTI-YEAR PERFORMANCE BY STATE & YEAR 2022 - 2026

WASHINGTON OREGON IDAHO GFRP Program

YEAR |PLANNED MAIN | PLANNED MAIN | PLANNED MAIN | PLANNED MAIN
2022 18.44 8.88 6.73 34,04
2023 18.90 8.65 8.24 35.79
2024 18.56 8.50 7.05 34,11
2025 20.03 8.50 7.33 35.86
2026 20.76 8.50 6.55 35.81
TOTAL 96.7 43.0 20.9 175.6

Based on the proposed mileage by state from 2022 through 2026, the estimated cost per
mile by state and by year is shown below. Variations of the Cost/Mile are due to project
location. For example, if a project requires significant Mobilization, Demobilization, crew
travel expense, urban or rural locale, etc.

EST. COST/MILE BY STATE & YEAR 2022 - 2026

WASHINGTON OREGON IDAHO
YEAR EST. COST EST. COST EST. COST
2022 |$ 77157127 S 829661.19| $ 735,825.63
2023 (S 76444112 (¢S 875964.48| $ 756,260.01
2024 | S 74611563 | $ 781,718.87 | $ 806,454.59
2025 | $ 76805896 | S 843003.69|S 778,309.12
2026 |$ 776313.96| ¢ 869,830.05| $ 833,579.10

AVERAGE| $ 765,300.19 | ¢ 840,035.66 | $ 782,085.69

2.3 Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.

Unplanned leak repairs are an O&M cost and are addressed by the local districts. Through this
program, O&M expenses are mitigated. The 2013 study predicted a total of 26,792 leaks on
Aldyl-A mainline pipe from 2018 through 2088 years without any form of a proactive replacement
program. Based upon the proactive replacements that have occurred, the number of leaks
predicted over the same period has reduced to 12,335 with 246 catastrophic events if the
proactive replacement were to not continue.

mitigation strategies for each alternative.

Discuss the alternatives that were considered and any tangible risks and

To establish context, Avista’s goal is operate a safe & reliable, and cost-effective gas distribution
system. Specifically, as related to these goals, § Xl of “Avista’s Proposed Protocol for Managing
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Select Aldyl-A Pipe in Avista Utility’s Natural Gas System” report details the various time horizons
modeled for the Aldyl-A Pipe Replacement program.

To summarize, the primary alternatives modeled are as follows:
¢ Do Nothing
Pipe Replacement Strategies:

Since the “do nothing” option was not an acceptable or prudent approach, the Company evaluated
different periods of time for removal of all Priority Aldyl-A pipe, up to a program horizon of 30 years.
Avista assessed the prudence of different approaches based on the forecast of likely natural gas
leaks due to failed pipe, as well as the rate impact to customers.

e Less than 20 Year Pipe Replacement Program
e Conduct a 20 Year Pipe Replacement Program (Optimal)
e Conduct a 25+ Year Pipe Replacement Program

Based on the time horizon scenarios modeled, it was determined that the optimum timeframe for
removing priority Aldyl-A pipe was the 20 years.

RISKS ASSOCIATED WITH ALTERNATIVES CONSIDERED:
To summarize the primary alternatives and associated risks;
e Do Nothing:

It has been determined that this type of pipe is at risk and is approaching unacceptable levels
of reliability without prompt attention. The “Do Nothing” option exposes Avista to increased
operational risks, and worse, is a potential harm to our customers and the public through
damage to life and property, and a high likelihood of legal action against the Company and
likely regulatory fines. For this reason it was deemed “not prudent” and is not a serious
consideration.

e Lessthan 20 Year Pipe Replacement Program:

Avista found that a timeline less than 20 years resulted in a greater cost impact to customers
in the near term, and that it did little to reduce the forecast number of leaks expected each
year. This approach did not effectively optimize the potential risks and rate impacts.

e Conduct a 20 Year Pipe Replacement Program:

The report proposes and suggests that a Systematic Replacement Program conducted over
a 20 year timeline is the optimum timeframe to prudently manage this risk, based on the
forecast number of leaks and risks, and the rate impact to our customers.

e Conduct a 25+ Year Pipe Replacement Program:

Lengthening the timeframe to 25 years resulted in more than a doubling of the number of
leaks expected when compared to a 20-year horizon. Lengthening the timeline beyond 25
years was found to result in a substantial increase in the number of material failures
expected.

As outlined above, Asset Management has identified 20 years as the optimum timeframe to prudently
manage this risk. Avista’s leadership has adopted this recommendation and has funded and staffed
the program to achieve this objective. Furthermore, the three state Commissions that regulate
Avista’s natural gas operations have thoroughly examined this program in several rates proceedings,
and in policy proceedings, and have deemed this approach to be prudent, cost effective, and in the
interest of our customers.
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Include a timeline of when this work will be started and completed.
Describe when the investments become used and useful to the customer.

Start: January 2012
Expected End: December 2031

The annual list of projects in each of the three states (ID, OR, and WA) are established as unique
“blanket projects” that transfer to plant (TTP) each month as they are “used & useful”.

Discuss how the proposed investment aligns with strategic vision, goals,
objectives and mission statement of the organization.

The Gas Facilities replacement Program (GFRP) is responsible for Aldyl-A pipe replacement
which aligns with Avista’s mission to operate and maintain a “Safe and Reliable Infrastructure”.
Avista has a goal of investing in its infrastructure to achieve optimum life-cycle performance.

Include why the requested amount above is considered a prudent
investment, providing or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated throughout the project

The objective of this investment and structured replacement program is to reduce risk by
replacing at risk pipe and by rebuilding Service Tee Transitions. Through rigorous efforts, the
GFRP plans and tacks the performance of each project and utilizes Earned Value for cost
analysis and for upstream reporting. Furthermore, the GFRP tracks and report Planned vs.
Actual quantities by project, year, state jurisdiction, and also reports multi-year cumulative
statistics.

Supplemental Information

2.8.1 Identify customers and stakeholders that interface with the business case

Avista’s customers and the general public expect Avista’s natural gas system to operate safely
and reliably without incidents. Avista is dedicated to and focused on maintaining a safe and
reliable system that shields the public from imprudent risks. The proposed pipe replacement
programs have been initiated with the purpose of mitigating the known risks within the natural
gas distribution system. Given this context, the Gas Facility Replacement Program’s portfolio
of projects could therefore be considered as a customer-related benefit.

The GFRP’s Aldyl-A Pipe Replacement projects touch numerous internal and external
stakeholders. A comprehensive list of stakeholders is in the “2019 GFRP Operating Plan &
Projects” document.

2.8.2 Identify any related Business Cases
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Business cases have been submitted annually and updated as necessary since 2012, the
inception of the Gas Facility Replacement Program.

3. MONITOR AND CONTROL

3.1

3.2

3.3

Steering Committee or Advisory Group Information

The Gas Facility Replacement Program (GFRP) Advisory Group consists of the GFRP’s
Program Manager, Cas Operations Contract Construction Manager, Director of Natura Gas, and
the Manager of Gas Design & Measurement. This group meets monthly to review program wide
Earned Value results, that status of the delivery of the individual projects, budget allocations and
variances, internal resource demands, customer care results and issues, contractor
performance, and to communicate potential program risks and shortfalls.

In addition, Avista’s Distribution Integrity Management Plan and Asset Management groups
provide periodic input, and/or validation of the replacement plan and schedule.

Provide and discuss the governance processes and people that will
provide oversight

Each year an annual portfolio of projects is derived from Avista’s Distribution Integrity
Management Program (DIMP) Aldyl-A prioritization list which currently identifies unique priority
project areas (polygons) throughout the natural gas system in ID, OR, and WA. The portfolio of
projects is sized to meet jurisdictional commitments. Then individual priority projects are
planned, phased, scoped, designed, and detailed estimates are prepared. Once the individual
project estimates are finalized, the overall program-wide capital budget is refined to reflect a
more precise budget. The requested spend level has historically been determined based upon
Avista’s experience in the management of the Aldyl-A pipe facilities across Avista’s service
territories coupled with any changing costs of construction year to year.

There are circumstances where lower priority Aldyl-A projects may be accelerated if it makes
sense to coordinate the timing of pipe replacement projects with prior phasing or with other utility
and road projects. The individual projects for GFRP are typically managed by the Customer
Project Coordinators (CPC’s) while the overall program budget is managed by the GFRP
Program Manager.

How will decision-making, prioritization, and change requests be
documented and monitored

The Gas Facility Replacement Program (GFRP) Advisory Group consists of the GFRP’s
Program Manager, Cas Operations Contract Construction Manager, Director of Natura Gas, and
the Manager of Gas Design & Measurement. This group meets monthly to review program wide
Earned Value results, that status of the delivery of the individual projects, budget allocations and
variances, internal resource demands, customer care results and issues, contractor
performance, and to communicate potential program risks and shortfalls. The monthly
documentation tracks the projects and is the primary device for documenting program decision
making.
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As projects are completed, the Distribution Integrity Management Program (DIMP) Aldyl-A
prioritization list is updated annually. As projects are completed, they are removed from the list
and new projects are added and evaluated, as necessary.

Annual spend levels and funds change requests to the Capital Planning Group are maintained
as documentation of program funding and funding changes throughout the year.

4. APPROVAL AND AUTHORIZATION

The undersigned acknowledge they have reviewed the Gas Faility Replacement Program
(GFRP) and agree with the approach it presents. Significant changes to this will be
coordinated with and approved by the undersigned or their designated representatives.

Signature: Date: 7/6/21
Print Name: Karen Cash

Title: GFRP Manager

Role: Business Case Owner

Signature: Date: 7/6/21
Print Name: Mike Faulkenberry

Title: Natural Gas Director

Role: Business Case Sponsor

Signature: Date:

Print Name:

Title:

Role: Steering/Advisory Committee Review
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Gas ERT Replacement Program, ER 3054

1 GENERAL INFORMATION

Requested Spend Amount $200,000

Requesting Organization/Department Gas Engineering
Business Case Owner Jeff Webb / David Smith
Business Case Sponsor Mike Faulkenberry
Sponsor Organization/Department B51 - Gas Engineering
Category Program

Driver Asset Condition

1.1 Steering Committee or Advisory Group Information

Gas Engineering recognized that a significant negative impact to both Avista Gas
Operations and to Avista’s gas customers is being caused when an Encoder
Receiver Transmitter (ERT) module experiences a battery failure while in service
on a gas meter. The Asset Management department was consulted by Gas
Engineering for assistance developing a strategic program to replace ERT
modules before their battery expires. The result of the study suggested the most
efficient method for replacing these assets that resulted in the highest customer
satisfaction and lowest cost. The asset management study is attached to this
document for reference. Gas Engineering is responsible for managing this
program.

2 BUSINESS PROBLEM

ERTs are electro-mechanical devices that allow gas meters to be read remotely.
These ERTs are powered by lithium batteries, which discharge over time and must
eventually be replaced.

There are approximately 106,000 ERTs in Oregon. Figure 1 below shows the
approximate quantity of ERTs installed each year in Oregon. The large quantity of
ERT installations will result in an unmanageable quantity of battery failures in the
future if not replaced at an optimized frequency. When batteries fail, customer’s
estimated usage is entered into the billing system manually. This manual process
causes a high chance of customer dissatisfaction because of potential billing errors
associated with bill estimation. Customers often express their dissatisfaction
through commission complaints.

Since the batteries are gel sealed inside the ERT to protect against weather and
the environment, it is more cost effective to replace the whole ERT, not just the
battery. Avista used to replace batteries and reseal them, but determined it was not
cost effective to do so. The average battery life for ERT modules is 15 years.

Business Case Justification Narrative Page 1 0of 5
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Gas PMC Program, ER 3055

1 GENERAL INFORMATION

Requested Spend Amount $1,400,000

Requesting Organization/Department B51 - Gas Engineering
Business Case Owner Jeff Webb / David Smith
Business Case Sponsor Mike Faulkenberry
Sponsor Organization/Department B51 - Gas Engineering
Category Mandatory

Driver Mandatory & Compliance

1.1 Steering Committee or Advisory Group Information

Gas Engineering, Gas Operations, Gas Meter Shop, and Technical Services work
together to administer the Gas Planned Meter Change-out (PMC) program and
ensure compliance with the various state rules and tariffs related to gas meter
testing. Gas Engineering is ultimately responsible for the PMC plan and annual
reports that are submitted to each of the state commissions. Gas Operations and
the Gas Meter Shop remove the meters from the customer’s premise and install
new ones. The Gas Meter Shop completes physical calibration tests on the meters,
and the Technical Services group then analyzes the test results at the end of the
year to determine the status of each family of gas meters.

2 BUSINESS PROBLEM

Avista is required by commission rules and tariffs in WA, 1D, and OR to test meters
for accuracy and ensure proper metering performance. Execution of this program
on an annual basis ensures the continuation of reliable gas measurement and
compliance with the applicable tariffs.

The following State Rules regulate Avista’s PMC Program:
Oregon:
o OAC 860-023-0015 “Testing Gas and Electric Meters”
o Tariff Rule #18
Idaho:
o IDAPA 31.31.01.151 through .157 “Standards for Service”
Washington:
o WAC Chapter 480-90-333 through -348 “Gas companies — Operations”
o Tariff Rule #170

Avista’s statistical sampling methodology is based on ANSI Z1.9 “Sampling
Procedures and Tables for Inspection by Variables for Percent Nonconforming”.
Sample sizes and acceptance criteria are defined in the ANSI standard.

Annually the test results of gas meters that have been removed from the field are
analyzed and a determination of the accuracy of each meter family is made. If the
analytics determine a meter family (defined as a manufacturer year and
model/size) is no longer metering accurately enough to meet the tariff, then that

Business Case Justification Narrative Page 10f 3
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5 VERSION HISTORY

[

Signature:

Print Name:

Title:

Role:

Signature:

Print Name:

Title:
Role:

Mike_F3ulkenbelyy

Director of Natural Gas

Business Case Sponsor

Steering/Advisory Committee Review

lemen

Date: 7/(]7 !2

Date:

03/16/2017

Jeff Webb Initial Version
1.1 Jeff Webb 04/07/2017
0 David Smith 2/1712020 Jeff Webb 2/17/20 Revised for 2020

Oregon GRC filing

Template Version: 02/24/2017
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Gas Telemetry Program, ER 3117

1 GENERAL INFORMATION

Requested Spend Amount $200,000

Requesting Organization/Department B51 — Gas Engineering
Business Case Owner Jeff Webb / Dave Moeller
Business Case Sponsor Mike Faulkenberry
Sponsor Organization/Department B51 Gas Engineering
Category Program

Driver Performance & Capacity

1.1 Steering Committee or Advisory Group Information

The Gas Measurement Engineer works with the Gas Telemetry Technicians, Gas
Planning, Gas Engineering, Metering Automation, Gas Operations, Gas Control
Room, Supervisory Control and Data Acquisition (SCADA), and Gas Supply groups
to determine possible projects or locations for new telemetry sites or upgrades of
existing equipment. The Gas Engineering Manager reviews the recommendations
from the Gas Measurement Engineer and approves the specific projects within this
program. A five year plan is also created by the Gas Measurement Engineer and
approved by the Gas Engineering Manager.

2 BUSINESS PROBLEM

Avista’s commitment to safety and reliability dictates that we monitor our gas
system to ensure safe and reliable operation and accurate metering and
accounting for gas purchased and sold. This includes compliance with Federal and
State Gas Control Room Management Rules.

Gas Telemetry provides data that is used pro-actively for early detection of
abnormal operating conditions before they become major problems which may
affect safety or gas delivery. Additionally, telemetry is used to remotely monitor
system pressures, volumes, and flows from areas of special interest such as gate
stations which supply gas to Avista’s system, gas transportation customers,
regulator stations which reduce and regulate pressure, selected large industrial
customers, end of line pressures, and per CFR192.741 requirements, pipeline
systems with more than one source of gas.

Alarm set points in the field instruments such as flow computers, electronic volume
correctors, and electronic pressure monitors to alert the Gas Control Room of
abnormal operating conditions such as low or high pressure, high flow, high or low
gas temperatures indicating problems with gas heaters at gate stations, and
transducer failures. Communication with the instruments is via cellular modems or
telephone lines.

Business Case Justification Narrative Page 1 of 4
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Gas Telemetry Program, ER 3117

An important example is the detection of degraded pressure regulator
performance resulting in high or low pressures caused by dithiazine deposits in
our regulators. In 2019 this occurred over 100 times at sites with telemetry. This is
a mix of early detection by pro-active human analysis by evaluating pressure
trends recorded in Pl and pressure alarms received in SCADA. More pressure
monitoring with telemetry is planned at additional stations relating to this issue. By
proactively monitoring these sights, Avista can dispatch field personnel during
normal business hours instead of waiting to respond to an alarm that may happen
at any time of the day.

Additionally, data from these telemetry sites is used to validate the system
modeling tool that Gas Planning creates every year. Since the data collected is
electronic, it can be represented graphically to quickly analyze any anomalies. In
addition to permanent equipment, around 50 temporary, portable pressure
recorders with cellular modems are connected to piping in areas of interest where
permanent equipment has not yet been installed, will not be needed, or is not
practical.

The Gas Supply department benefits from these projects by having metering data
from Gate Stations that is calculated and transmitted independently of the
interstate pipeline’s metering and billing info based on our instrument’s measuring
pressure and temperature and calculating gas volume based on puises from the
Pipelines meter. This aids in finding calculation or metering errors at the Gate
Stations. Billing errors left unfound can create problems that lead to extra work
and manual corrections between Avista and the interstate pipelines. This also
provides data for cases when the Pipelines’ do not have data on their side.

The customers and general public benefit from Avista having good “visibility” to the
gas transmission and distribution system. This allows for a quicker response and
better decision making from the Gas Control Room and Gas Operations when an
abnormal or emergency situation occurs.

For example, we are quickly notified electronically of low pressure situations that if
not addressed in a timely manner could result in significant loss of gas service to
our customers. We are also notified of high pressures which could be hazardous
or result in blowing gas such as when a pressure relief valve opens to limit the
pressure in our piping.

If there were no telemetry, Avista would have to wait for customers to call in after
they've lost gas service which at that point would have a significant impact to our
customers and require substantial time and manpower to restore service. Costs
could range from a few thousand dollars to a million dollars. In the case of high
pressure and relief valve venting at one of our stations, we could be releasing gas

Business Case Justification Narrative Page 2 of 4
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to atmosphere for extended periods until a passerby notified us of the noise or a
gas odor.

Avista strives to replace equipment that has reached the end of its reasonable
service life with new equipment that makes use of current technology before
reliability is significantly degraded or maintenance costs are excessive. We also
review existing installations for opportunities to improve reliability, acquire more
data, or more efficient ways of collecting the data.

Enhancing the gas telemetry system increases situational awareness and visibility
of the gas system to help analyze operational concerns and monitor cold weather
performance by the Gas Control Room Operators, Gas Operations, and Gas
Engineering and Planning.

This program will continue the installations and upgrades of gas telemetry
throughout Avista's gas service territory in Oregon, Washington, and ldaho. Over

the last several years, costs have averaged approximately 45% spent in OR, 35%
in WA, and 20% in ID.

3 PROPOSAL AND RECOMMENDED SOLUTION

Option 1 — Do nothing $0 N/A

Option 2 — Preferred Solution, Replacefinstall | $200,000 January | December
telemetry at the current funding level

Option 1 - Do nothing

To make no further additions or upgrades to Avista’s gas telemetry system would
result in less capability to see “real time” performance of the gas system, inability
to see operational abnormalities in a timely fashion, subject our customers to
increased chances of low or high pressure situations and their related safety risks,
and the reliability of the existing system would decline due to equipment failures.
More equipment would reach end of life and maintenance costs would increase.

Option 2 - Preferred Solution, Replace/install telemetry at the current
funding level

At the current funding level, Avista adds approximately 10 new sites and upgrades
approximately 15 sites per year. Costs per site typically range from $5,000 for a
simple upgrade to $50,000 for adding telemetry to a gate station.

The cost of this option represents a minimal amount and may need to be
increased in future years depending on equipment failures. Some years more
work is required and costs may be shared with other departments such as in 2019

Business Case Justification Narrative Page 3 of 4
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EXECUTIVE SUMMARY

Avista co-owns a natural gas storage reservoir, Jackson Prairie Underground Natural Gas
Storage Facility (JP). JP is essential to ensuring reliable, cost-effective natural gas service
for consumers during the region’s annual wintertime peaks in natural gas demand.
Avista’s 1/3 share of Jackson Prairie storage allows the utility to meet 100 percent of its
customers’ peak winter demand with the facility’s stored reserves.

JP can hold about 44 billion cubic feet of natural gas, of which 25 billion cubic feet is
working natural gas. This storage ensures that natural gas supplies are available during
the year to meet customer demand in all three operating states; Washington, ldaho, and
Oregon. In addition, this storage helps to stabilize customers’ energy costs and soften the
impacts of price volatility in the wholesale natural gas market. Avista buys and stores
significant amounts of natural gas during the lower-priced months, and then taps the
reserves, typically in winter months, when customers’ natural gas requirements—and
wholesale natural gas prices—are highest.

Avista has co-owned Jackson Prairie’s facilities and natural gas storage rights equally
with Seattle-based Puget Sound Energy (PSE) and Houstan, Texas-based Williams-
Northwest Pipeline since 1962. Predecessor businesses of these three companies
developed Jackson Prairie as a natural gas storage facility in the 1960s. PSE manages
the Jackson Prairie operations.

VERSION HISTORY

Version | Author Description Date Notes
1.0 Scott Kinney Updated Business Case 07/12/2021

GENERAL INFORMATION

Requested Spend Amount $11,990,000 (Avista’s 1/3 cost obligation)
Requested Spend Time Period 5 Years

Requesting Organization/Department Natural Gas Energy Resources

Business Case Owner | Sponsor Scott Kinney | Jason Thackston
Sponsor Organization/Department Energy Resources

Phase Execution

Category Project

Driver Performance & Capacity
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BUSINESS PROBLEM

11

1.2

1.3

1.4

What is the current or potential problem that is being addressed?

This request is for the ongoing funding for the capital costs associated with the
JP operations.

Discuss the major drivers of the business case (Customer Requested, Customer
Service Quality & Reliability, Mandatory & Compliance, Performance & Capacity, Asset
Condition, or Failed Plant & Operations) and the benefits to the customer

The drivers for funding JP are Perfromance and Capacity. JP provides solutions
for the following gas supply needs:

e Stored gas supply that enables Avista to reliably serve customers during
peak load demand.

¢ Risk mitigation for shielding customers from extreme daily gas price volatility
during cold weather or other events affecting the natural gas commodity
market.

e A mechanism for purchasing gas at lower prices during off-peak periods for
use during high cost periods.

All commodity price benefits resulting from the utilization of JP are passed along
to the customer through the annual PGA filings.

Identify why this work is needed now and what risks there are if not
approved or is deferred

JP is a functioning storage project that has critical ongoing capital funding
requirements for ensuring continuous safe and reliable operation of the plant.
Not funding JP at the requested levels increases a number of risks for plant
operations including, but not limited to, non-compliance for underground storage
safety mandates, deliverability during peak demand periods, reduced physical
plant security, reduced efficiency of plant output, or increased likelihood of
component failure resulting in unplanned outages.

Identify any measures that can be used to determine whether the
investment would successfully deliver on the objectives and address the
need listed above.

The storage project is continually managed and monitored for optimal storage
volume, injection and withdrawal performance, and other key operational
metrics. An operations report is submitted to the JP Management Committee
on a monthly basis. Additionally, the report provides a current and projected
budget status.
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Supplemental Information
1.5.1 Please reference and summarize any studies that support the problem

1.5.2 For asset replacement, include graphical or narrative representation of metrics
associated with the current condition of the asset that is proposed for
replacement.

Option Capital Cost Start Complete

Ongoing annual funding for JP capital budget 2,379,000 01 2022 12 2022

2,370,000 01 2023 12 2023

2,421,000 01 2024 12 2024

2,410,000 01 2025 12 2025

2,410,000 01 2026 12 2026

5 Year Total $11,990,000 01 2022 12 2026

2.1

2.2

2.3

Describe what metrics, data, analysis or information was considered when
preparing this capital request.

The budget is prepared by the plant operations team and is informed by a
number of supporting documents, including:

Engineering studies and ongoing operational monitoring data

Risk gap analyses and risk mitigation plan

Actual operational performance results

Safety compliance and other regulatory mandates and requirements
Contractual obligations

Asset maintenance and replacement schedules

Discuss how the requested capital cost amount will be spentin the current
year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverables that will result from the capital spend?). Include
any known or estimated reductions to O&M as a result of this investment.
The capital dollars will be spent throughout the year according the capital budget
scheduling plan prepared by the JP operations team. An updated budget status
is submitted monthly to track the spending. No O&M reductions are estimated
as a result of this investment.

Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.

JP is 1/3 owned but not operated by Avista. No impacts to other Avista business
functions or processes are anticipated by this business case.
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2.5

2.6

2.7

2.8

3.1
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Discuss the alternatives that were considered and any tangible risks and
mitigation strategies for each alternative.

No cost effective alternatives exist for replacing JP. Because JP is a unique
solution that provides benefits/solutions for an array of supply needs, it would
likely require multiple business solutions to replace the resource functionality
provided by JP, none of which could fully duplicate the benefits of JP nor be cost
competitive with JP.

Include a timeline of when this work will be started and completed.
Describe when the investments become used and useful to the customer.
spend, and transfers to plant by year.

The annual capital spending for JP includes multiple capital improvement
investments, which become used and useful at the end of each budget year.

Discuss how the proposed investment aligns with strategic vision, goals,
objectives and mission statement of the organization.

JP is a critical integrated supply resource for our natural gas business. JP helps
enable the delivery of natural gas energy safely, responsibly, and affordably to
our customers.

Include why the requested amount above is considered a prudent
investment, providing or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated throughout the project

The requested capital budget amount is prudent and has been reviewed and
approved by the JP Management Committee (described below). The capital
budget amount will provide for and ensure the continuous operational
performance contractually mandated by the JP owners, and licensed by FERC.

Supplemental Information

2.8.1 Identify customers and stakeholders that interface with the business case

Stakeholders who directly interface with the business case include the two other
ownership partners; PSE and Wiliams-NWP.  Additionally, the Pacific
Northwest (PNW) natural gas market and pipeline operation are directly affected
by JP. JP provides critical supply delivery funcationality to the PNW pipeline
grid, especially during peak demand times.

2.8.2 Identify any related Business Cases
This replaces the 2020 JP Business Case.

Steering Committee or Advisory Group Information

A JP Management Committee meets quarterly to review and approve the capital
budget status for the current year as well as to review and approve any ongoing or
future expenses. A business representative from each of the 3 ownership partners
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has final authority on the Committee. The decisions are documented in the minutes
of the meeting. Occasionally, a decision is made through email correspondence and
is retained by the JP general manager. A monthly report is provided to the owners
that includes the budget statue.

Avista’s Risk Management Committee (RMC) oversees corporate decisions that
affect joint energy resource projects including the Jackson Prairie Storage Project.

3.2 How will decision-making, prioritization, and change requests be
documented and monitored

See answer to 3.1

The undersigned acknowledge they have reviewed the Jackson Prairie Storage
Project Business Case and agree with the approach it presents. Significant changes
to this will be coordinated with and approved by the undersigned or their designated
representatives.

Signature: S /6”””/ Date: 7/12/21
Print Name: Scott Kinney

Title: Director Energy Supply

Role: Business Case Owner

Signature: /slJason Thackston Date:  7/13/21
Print Name: Jason Thackston

Title: SVP, Energy Resources

Role: Business Case Sponsor

Signature: Date:

Print Name:

Title:

Role: Steering/Advisory Committee Review

Template Version: 05/28/2020
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Gas Operator Qualification Compliance

EXECUTIVE SUMMARY

As an operator of gas infrastructure, Avista Utilities is required by regulation to minimize the impact of safety
and integrity of the pipeline facilities due to human error that may result from an individual’s lack of knowledge,
skills, or abilities during the performance of certain activities, or covered tasks. Craft Training and Gas
Operations are responsible for ensuring a qualified and competent workforce. This is partially accomplished
by evaluating and qualifying internal and contract employees on Operator Qualification tasks specific to
Avista’s natural gas infrastructure.

This business case will provide the tooling, vehicles, and equipment necessary to enable internal Avista
Evaluators to evaluate Avista “non-peer” employees and contract personnel under the PHMSA regulations
for Operator Qualification. Further, the tooling, vehicles and equipment may be used by Avista’s Evaluators
to maintain proficiency in the tasks required by the program and to design, construct and implement new
testing tools, techniques and technologies. Not providing these resources would result in the Evaluators
being unable to perform their duties, possibly resulting in regulatory penalties and incidents that impact
Avista’s customers and the public. This project will support Avista’s gas operations in ldaho, Washington
and Oregon. The total cost of the recommended solution to support these activities is $185,000 over a 5-
year period or $37,000 annually.

VERSION HISTORY

Version | Author Description Date Notes

Draft Joe Brown Executive Summary Only 7/6/2020 Business Case 2020 Refresher
1.0 Joe Brown Final version for 2020 capital update 7/29/2020 Full amount approved

1.1 Joe Brown Reviewed for Approval 7/13/2021 No Changes Required

GENERAL INFORMATION

Requested Spend Amount $185,000

Requested Spend Time Period 5 years

Requesting Organization/Department Craft Training and Operator Qualification [102]
Business Case Owner | Sponsor Joe Brown | Jeremy Gall

Sponsor Organization/Department Human Resources

Phase Execution

Category Program

Driver Mandatory & Compliance

Business Case Justification Narrative Page 1 of 6
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Gas Operator Qualification Compliance

1.

BUSINESS PROBLEM

1.1 What is the current or potential problem that is being addressed?

Growth and high attrition rates in the Natural Gas industry has led to a workforce shortage of trained and
competent personnel. Employing this workforce has resulted in several safety and quality control issues on
Avista’s natural gas infrastructure.

Currently, Avista Utilities evaluates internal personnel by utilizing loaned employees from Gas Operations to
evaluate other peer employees. The utilization of peer craft employees to conduct evaluations is not recognized
as a best practice in the natural gas industry.

Further, Avista’s Gas Contractors train and evaluate themselves on Avista’s covered tasks. These activities are
conducted independent of Avista’s oversight. Evaluation of contract employees by contract employees, with no
utility oversight, is not recognized as a best practice in the natural gas industry.

Recent safety and quality incidents in the field and questionable evaluation practices has demonstrated the need
for direct evaluation by internal, “non-peer”, Avista evaluators for Operator Qualification. This unbiased evaluation
practice will determine the knowledge, skill and ability of personnel and ensure the integrity of qualifications.
The following regulations outline the requirements of Operator Qualification that must be met by Avista as an
Operator of a natural gas utility. These requirements apply to both internal and contract employees.

1. Background. 49 C.F.R. §§ 192.803 through 192.809 prescribe the requirements associated with qualifications
for gas pipeline company personnel to perform "covered tasks." 49 C.F.R. § 192.801 contains a definition of
"covered task." In WAC 480-93-999, the commission adopts 49 C.F.R. §§ 192.801 through 192.809. However,
in this section, the commission includes "new construction" in the definition of "covered task."

2. Accordingly, for the purpose of this chapter, the commission defines a covered task that will be subject to the

requirements of 49 C.F.R. §§ 192.803 through 192.809 as an activity, identified by the gas pipeline company,
that:

a. Is performed on a gas pipeline;

b. Is an operations, maintenance, or new construction task;

c. Is performed as a requirement of Part 192 C.F.R.; and

d. Affects the operation or integrity of the gas pipeline.
In all other respects, the requirements of 49 C.F.R. §§ 192.801 through 192.809 apply to this chapter.

w

4. The equipment and facilities used by a gas pipeline company for training and qualification of employees must

be similar to the equipment and facilities on which the employee will perform the covered task.

1.2 Discuss the major drivers of the business case (Customer Requested, Customer
Service Quality & Reliability, Mandatory & Compliance, Performance & Capacity, Asset

Condition, or Failed Plant & Operations) and the benefits to the customer

The primary business driver for this business case is Mandatory & Compliance and the secondary drive is
Customer Service Quality. Avista must have and execute an OQ Program in order to maintain compliance with
laws, rules and regulations. Secondarily, the safety and quality of Avista’s gas delivery business is greatly
impacted by the testing program carried out through the implementation of the OQ program.

1.3 Identify why this work is needed now and what risks there are if not
approved or is deferred

Avista’'s OQ Program is in its implementation stage and must be funded. Deferring or canceling this funding
altogether exposes the company to regulatory risk and possible fines.

Business Case Justification Narrative Page 2 of 6
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1.4 Identify any measures that can be used to determine whether the
investment would successfully deliver on the objectives and address the
need listed above.

The implementation of this new evaluation process for the OQ Program began on June 1, 2020. Monitoring,
metrics and reporting will be developed based on this implementation stage. Currently, Avista has more than
350 active contractors that go through testing and evaluation. Lagging safety and quality metrics may be used
in the future to assess the success of this change in program execution.

1.5 Supplemental Information

1.5.1 Please reference and summarize any studies that support the problem
No studies have been conducted to date. This business case supports an industry “best practice”
where non-peer employees with evaluate personnel on OQ tasks.

1.5.2 For asset replacement, include graphical or narrative representation of metrics
associated with the current condition of the asset that is proposed for
replacement.

NOT APPLICABLE

The proposed solution is to obtain the resources needed for OQ Program evaluation

This is the least cost alternative from a capital perspective when considering the risks associated with outsourcing
the OQ evaluations to a third party, or fully funding all tools and equipment.

Option Capital Cost Start Complete
1. OQ Evaluator Tools and Material — Partial $185,000 01 2021 12 2025
2. 0OQ Evaluator Tools and Material — Full $460,000 01 2021 12 2025
3. Outsource OQ Evaluator Program $o 01 2021 NA

2.1 Describe what metrics, data, analysis or information was considered when
preparing this capital request.
For the recommended solution (Option 1) [OQ Evaluator Tools and Material — Partial], this amount is based
on the estimate of tools and equipment that will need to be purchased and utilized annually in order to
support the program. The tools and equipment in this solution will be shared among the Spokane and
Oregon locations and there will not be significant duplicate. This will slightly increase O&M expense due
to travel and sharing of equipment among evaluators.

2.2 Discuss how the requested capital cost amount will be spent in the current
year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverables that will result from the capital spend?). Include
any known or estimated reductions to O&M as a result of this investment.

This is a compliance program and there are no O&M offsets associated with the project.

2.3 Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.

The greatest impact of this business case is on Gas Operations and Avista’s Gas Customer. Gas
Operations contracted resources will be tested through this program which may result in safer, higher
quality work products. Avista’s Gas Customer may receive safer, better service in the areas where Avista
utilizes contract personnel for gas work.

Business Case Justification Narrative Page 3 of 6
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2.4 Discuss the alternatives that were considered and any tangible risks and
mitigation strategies for each alternative.
For the recommended solution (Option 1) [OQ Evaluator Tools and Material — Partial], this amount is based
on the estimate of tools and equipment that will need to be purchased and utilized annually in order to
support the program. The tools and equipment in this solution will be shared among the Spokane and
Oregon locations and there will not be significant duplicate. This will slightly increase O&M expense due
to travel and sharing of equipment among evaluators.

For Option 2, it is estimated that Avista may need to spend $92,000 annually in order to purchase each
evaluator their own tools and equipment utilized for skill evaluations. This would include upgrading existing
equipment and replacing all outdated equipment. This includes many of the tools and materials utilized
by contractors, such as leak survey and locating, that are extremely capital intensive. We believe the
prudent decision is to share this equipment among the evaluation areas and reduce the overall capital
spend.

Finally, for Option 3, OQ skill evaluations could be outsourced to a 3 Party contract resource. This
outsourced testing model has been adopted by some peer companies. This option is estimated to cost
more than $600,000 in O&M alone, not to mention the risk this option would pose from an employee morale
and labor relations perspective. Further, this option does not drive a culture of safety, compliance and
quality that we hope to achieve by executing on Option 1.

2.5 Include a timeline of when this work will be started and completed.
Describe when the investments become used and useful to the customer.
spend, and transfers to plant by year.

Equipment and tools will be purchased on an annual basis and will become ‘used-and-useful’ during the
year as the evaluators implement the resources in the field.

2.6 Discuss how the proposed investment aligns with strategic vision, goals,
objectives and mission statement of the organization.

This investment aligns with two of Avista’s key Focus Areas of ‘Our Customers.” and ‘Perform.’.

When it comes to Avista’s customers, this program promotes transparency in the safety, quality and
integrity of Avista’s work product delivered to each customer. The safety and integrity of the gas system
depends on a highly skilled workforce, and this program helps ensure these skills meet or exceed Avista’s
standards. Regarding performance, this program helps ensure customers are served with safe and
reliable infrastructure.

2.7 Include why the requested amount above is considered a prudent
investment, providing or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated throughout the project
Avista must comply with laws, rules and regulations as well as provide customers with safe, reliable gas
resources. This program helps ensure the safety and quality of Avista’s gas system. As stated previously,
this program was implemented on June 1, 2020 and monitoring, metrics and reporting will be developed
as part of the ongoing program as it is executed.

2.8 Supplemental Information

Business Case Justification Narrative Page 4 of 6



AVISTA / 702-Revised
Baldwin-Bonney / Page 75 of 378

Gas Operator Qualification Compliance

2.8.1 Identify customers and stakeholders that interface with the business case

Key internal stakeholders include Craft Training, Gas Operations, and Compliance. Key external
stakeholders include Avista’s Customers and 3 Party Contractors.

2.8.2 Identify any related Business Cases
NA
3.1 Steering Committee or Advisory Group Information
See the governance process below
3.2 Provide and discuss the governance processes and people that will
provide oversight

As a practical matter, the OQ Evaluators [3] will plan their needs for tools, materials and equipment with the
Manager or Craft Training &0Q. The team will prioritize their needs and manage the funds accordingly.

3.3 How will decision-making, prioritization, and change requests be
documented and monitored

The Manager or Craft Training & OQ will be responsible for prioritization, change requests, documentation and
monitoring of this project.

Business Case Justification Narrative Page 5 of 6
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The undersigned acknowledge they have reviewed the Gas Operator Qualification
Compliance Business Case and agree with the approach it presents. Significant
changes to this will be coordinated with and approved by the undersigned or their
designated representatives.

Signature: Date:  7/13/2021
Print Name: Joe Brown

Title: Mgr Craft Training & OQ

Role: Business Case Owner

Signature: Date:  5/19/2021
Print Name: Jeremy Gall

Title: Sr. Mgr Safety & Craft Training

Role: Business Case Sponsor

Signature: NA Date:

Print Name:

Title:

Role: Steering/Advisory Committee Review

Template Version: 05/28/2020
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Gas HP Pipeline Remediation Program, 3057

1 GENERAL INFORMATION

Requested Spend Amount $3,000,000

Requesting Organization/Department Gas Engineering
Business Case Owner Jeff Webb, David Smith
Business Case Sponsor Mike Faulkenberry
Sponsor Organization/Department B51 - Gas Engineering
Category Program

Driver Mandatory & Compliance

1.1 Steering Committee or Advisory Group Information

The Gas Compliance department is responsible for ensuring Avista is compliant
with Federal and State Regulations governing the distribution of natural gas.
When a new regulation is brought into effect, the Gas Compliance department will
determine if Avista is meeting the requirement or not. If the new requirement is
not being met, the Gas Compliance department will notify the appropriate work
group and work with them to determine the appropriate path forward to ensure
compliance. Gas Engineering is responsible for managing this program.

2 BUSINESS PROBLE

Current industry Pipeline Safety code requires pipeline operators to have pressure
test documentation and material specifications for pipelines distributing natural
gas. Avista has some deficiencies in these types of records, but industry
regulators (state inspectors) historically have not placed much emphasis on this,
specifically for facilities that operate at lower stress levels and therefore at a lesser
risk to the public. Avista’s history, very similar to that of other utilities, involves
pipeline construction during times when the pipeline safety code was not in effect
or taken to be that important. Also, Avista has acquired properties from other
companies and therefore had no control over their testing practices and record
keeping prior to the acquisition. The regulatory climate is now changing and more
scrutiny is being placed on having these records.

The Pipeline and Hazardous Materials Safety Administration (PHMSA) is actively
working on a new rule that is expected to be published in December of 2017 called
“Pipeline Safety: Safety of Gas Transmission and Gathering Pipelines”. When
implemented, it will require pipeline operators to have “traceable, verifiable, and
complete” Maximum Allowable Operating Pressure (MAOP) records for its
transmission facilities. Our understanding of the Rule is that Avista will now need
to begin aggressively addressing portions of our system in order to be in
compliance. Until the Rule is published, it is not clear yet what the timeframe will
be to create a plan and mitigate all deficiencies.

Business Case Justification Narrative Page 1 of 3
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3 PROPOSAL AND RECOMMENDED SOLUTION

Start
Option 1 - Do nothing / Defer project $0

Option 2 — Preferred Solution, $3,000,000 2016 2022
Continue to remediate segments of
high pressure pipeline.

Option 3 — Alternative Solution, $1,500,000 2016 2022
Reduced funding option: Replace
segments of high pressure pipeline.

Option 1 — Do nothing / Defer project.

If segments of transmission pipeline without traceable, verifiable, and complete
MAOP records are not mitigated, Avista will be non-compliant with Federal
Pipeline Safety Codes, especially when the Rule mentioned above becomes final
If the work in this program is not completed, Avista will be going against industry
guidance and trends. Once the Federal Rules become final, penalties and fines
may be imposed for not completing this work.

Option 2 — Preferred Solution, Continue to remediate segments of high pressure
pipeline.

As stated above, the proposed Federal Rule will force action to address lack of
sufficient MAOP records. Transmission pipelines without traceable, verifiable, and
complete MAOP records will be replaced or mitigated within this program.
Reasons for this work will include, but are not limited to; incomplete construction
and pressure test documents, pipe quality deficiencies from the manufacturing
process, and risk reduction in densely populated areas. As a result of completing
this option, public and employee safety will be improved by replacing at risk pipe.

Officials and spokesmen from both PHMSA and the American Gas Association
(AGA) have stated it is not prudent for operators to wait for the Federal Rule to
become finalized before bettering their systems in this category of work. Avista
has been in the process of remediating pipelines under this program since 2015
Incidentally, many of these facilities have been in service for over 30 years.

Depending on the final language of the Rule, the annual levels of spending may
need to be adjusted in this program. However, as best as Avista is able to tell at
this time, what is proposed is the correct pace to complete this Program. The
current rate of work is reasonable with Avista's Engineering and construction
workforces.

Avista will address replacement or mitigation of its pipelines in the order of highest
operating stress and highest levels of record deficiencies. This program will be
prioritized in all three of its natural gas operating states and will analyze risks and

Business Case Justification Narrative Page 2 of 3
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priorities regardless of jurisdiction. The projects in 2017 will likely all be in Oregon.
Replacement projects in 2018 and beyond have not yet been determined.

Option 3 — Altemative Solution, Reduced funding option: Replace segments of
high pressure pipeline.

Reduced funding will result in replacing fewer pipeline segments with insufficient
MAOP records. This will be at a pace slower than has been accomplished
historically and slower than what we feel is the ideal rate as described above. The
outcome, should this option be selected, may be pipeline segments being out of
compliance with Federal Regulations and a greater amount of backlog to work
through once the Rule is published.

4 APPROVAL AND AUTHORIZATION

The undersigned acknowledge they have reviewed the Gas HP Pipeline
Remediation Business Case and agree with the approach it presents and that it has
been approved by the steering committee or other governance body identified in
Section 1.1. The undersigned also acknowledge that significant changes to this will
be coordinated with and approved by the undersigned or their designated
representatives.

Signature: ﬂ// //// Date: L7907

Print Name:

Title: Manager Gas Engineering

Role: Business Case Owner

Signature: Date: ¢} 4
Print Name

Title: Director of Natural

Role: Business Case Sponsor

5 VERSION HISTORY

By By

1.0 Dave Smith 03/09/2017 Mike 04/17/2017 Initial version

Faulkenberry

Template Version: 02/24/2017
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Fleet Equipment Capital Refresh Program

EXECUTIVE SUMMARY

A 2018 Avista brand study found that 65% customers are most likely to see and identify Avista with our trucks.
Our vehicles and associated gear are an essential part of our ability to address customer needs and perform
work required to be an effective an efficient electric and gas utility. The Fleet Vehicle Refresh Capital Plan is
the annual and ongoing plan to replace a portion of Avista’s fleet in order to ensure the highest level or
reliability and the lowest total cost of ownership. The annual cost of vehicles can be split into two types, direct
operating and indirect costs. Direct costs include fuel and maintenance, while indirect costs include common
ownership expense. Avista’s replacement model is based on a proven fleet management concept that there
are predictable increasing maintenance costs and decreasing ownership costs as a vehicle ages. The point
at which those two lines intersect gives Avista a window of opportunity in which we will achieve the lowest
total cost of ownership cost for a given unit. Replacing the unit at that time allows us to ensure a high level
of reliability (96% availability currently) at the same time ensuring we have a steady and predictable level of
work for the technicians in our garages. Maintaining a high reliability percentage is essential when we
experience an EOP event. Over the last several years we have experience multiple large EOP events, we
are extremely proud of how well our fleet has performed. The fleet experienced very few breakdowns even
though our units were being used around the clock in some of the most serve conditions. This strategy also
gives us the advantage of liquidating units while they still have reasonable amount of fair market value. These
funds help supplement our planned spend, minimizing the need for additional funds request when market
prices fluctuate.

To develop this model Avista has worked with Utilimarc, a utility focused data analytics company who
benchmarks and does similar analysis for over 50 investor owned utility fleets in the US. The model inputs
the initial price, actual maintenance & repair costs, depreciation expense and salvage value to establish each
class of vehicle’s replacement cycle. The recommended solution will replace 60-90 units per year with an
average spend of $6,600,000 per year for a total five year cost of $33,300,000. The investment in Avista’s
fleet, over the past decade, means that we have a highly reliable fleet that meets the service level
expectations that our internal customers have. Our equipment must be able to function in the most extreme
situations. Our trucks can be in 120+ degree heat in the bottom of Hells Canyon or 0 degree snow storms in
Sandpoint. Trucks that are running allow crews to work an outage and reenergize/repressurize the system.
By spending a level amount of capital every year, we are able to maintain a constant average fleet age which
produces a known quantity of work in our shop and it prevents us from having a bubble of trucks that create
budget issues in later years. Those bubbles create workflow issues for technicians and the maintenance
supervisors as well as the employees who purchase vehicles. The investment made has meant that we are
a highly reliable and highly functional tool for our crews. We have maximized our value while minimizing our
total cost. By failing to fund this program we create a growing cost of repair expense and a decreasing level
of reliability/availability.

Service Code and Jurisdiction of Customer Impacted

Common Direct, Electric Direct, Gas Direct

Allocated North, Washington, Oregon, Idaho

VERSION HISTORY

Version | Author Description Date Notes
ExeSum | Greg Loew Initial executive summary submittal 7/10/20
Rev1 Greg Loew Completed case 7124120

Business Case Justification Narrative Page 1 of 12



AVISTA / 702-Revised
Baldwin-Bonney / Page 81 of 378

Fleet Equipment Capital Refresh Program

Rev 2 Loew & Potter 2021 update

712121

GENERAL INFORMATION

Requested Spend Amount

$33,400,000

Requested Spend Time Period

5 years

Requesting Organization/Department

Fleet Services

Business Case Owner | Sponsor

Greg Loew | Alicia Gibbs

Sponsor Organization/Department

Energy Delivery

Phase Execution
Category Program
Driver Asset Condition

Business Case Justification Narrative
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Fleet Equipment Capital Refresh Program

1. BUSINESS PROBLEM

11

1.2

What is the current or potential problem that is being addressed?

Trucks and equipment do not age well. Fleet vehicles experience a duty cycle
that most vehicle owners would not imagine for their personal car or truck.
Avista’s fleet of vehicles operate in environments that are often at the extreme
of whatever scale you are looking at, extreme heat, cold, or the dustiest of
environments. These vehicles also experience employees constantly entering,
and exiting, while the engines experience high idle time or high loads. These
factors all contribute to the wear and tear our vehicles and can create substantial
demand for repair workorders. This kind of duty cycle over the life of a truck will
add up to an increasing amount of repair work and a lower reliability factor as a
vehicle ages. By building a replacement program we optimize our vehicle life so
that we extract the right amount of useful value from our vehicles before they
experience a rapidly growing amount of repair expenses. The program we have
built affords us the ability to plan our labor and maximize our internal mechanic
resources while having a fleet of vehicles that are available for any job; planned
or unplanned operational response.

Discuss the major drivers of the business case (Customer Requested, Customer
Service Quality & Reliability, Mandatory & Compliance, Performance & Capacity, Asset

Condition, or Failed Plant & Operations) and the benefits to the customer

The Fleet Equipment Capital Refresh Program is driven by Asset Condition. This
program benefits both our internal and external customers.

External customers: Our customers benefit from our Fleet Replacement
Program by having a small and predictable annual portion of their bill tied to the
acquisition and operation of our fleet. Additionally, new vehicles have the
cleanest burning engines and advanced safety features that protect the
environment and drivers on the road. A highly reliable fleet ensures that our
customers will not experience a delay in getting their energy restored because
our crews cannot get there.

Internal customers: Our drivers have the safest most reliable trucks as a result
of the investment in our fleet. Our fleet of trucks are ready for work over 96% of
the time. In the field our trucks experience fewer breakdowns per 100 hours of
operations and are in the 15t quartile when compared to peer utility fleets. Our
fleet of vehicles includes advanced safety features, modern efficient engines
and operational tools that make many tasks more efficient. We work very hard
with input from or customers to make sure we are producing units that give them
what they need to serve our external customers safely, efficiently, and reliably.
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1.3 Identify why this work is needed now and what risks there are if not
approved or is deferred

The investment in vehicles for our Avista’s fleet is not an option. Our crews do
not get to their jobsites, near or far, in any way but in an Avista owned piece of
equipment. Vehicles will break down and reach their end of life. It can be
prolonged by making expensive and time-consuming repairs. The availability of
the company’s fleet and its field reliability will suffer if there is not an invest of
capital. Additionally, the company will see a steady rising cost in maintenance
both in labor and material dollars. The deferral of investment will also cause
bubbles of increased capital needs in out years as the team tries to shore failed
assets and work to bring the average fleet age in line with industry best
practices. If we do not invest our dollars into the capital replacement plan, we
will end up spending those dollars on costly repairs. Repair costs are much
more, are unpredictable and make it much more difficult to forecast. In the worst
case we would see at 12,000 hour gap between labor available and the labor
required to complete necessary repairs experience by the replacement deferral
in the coming decade. That difference would likely be met with vendor labor
which carries a premium over internal labor. In 2032 that would add an additional
$660,000 per year to the clearing account which would be born through
significant equipment cost burdens.

1.4 Identify any measures that can be used to determine whether the
investment would successfully deliver on the objectives and address the
need listed above.

Our annual industry benchmarking and year of year analysis of numbers show
that we are performing within the industry 50t percentile band. The number of
work orders per year and maintenance cost per year have remained steady.

1.5 Supplemental Information

1.5.1 Please reference and summarize any studies that support the problem
Supplemental information is available from Utilimarc.com
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1.5.2 For asset replacement, include graphical or narrative representation of metrics
associated with the current condition of the asset that is proposed for

replacement.

Class Code Class Description
3.4 Sedan - Hybrid
3.5 Sedan - Electric
6.1 Pickup - Class 1
6.21 Pickup - Class 2a
6.22 Pickup - Class 2b
6.3 Pickup - Class 3
6.4 Pickup - Class 4+
10.1 SUV - Compact
10.2 SUV - Midsize
10.3 SUV - Fullsize
11.21 Van - Class 2a
11.22 Van - Class 2b
11.3 Van-Class 3
11.4 Van - Class 4+
13 Dump Truck - Unassigned
13.4 Dump Truck - Class 4
13.5 Dump Truck - Class 5
13.7 Dump Truck - Class 7
13.8 Dump Truck - Class 8
14.2 Service Truck - Class 2
14.3 Service Truck - Class 3
14.4 Service Truck - Class 4
14.5 Service Truck - Class 5
14.6 Service Truck Class 6+
15 Stake Truck
16.5 Bucket Truck - Class 5
16.6 Bucket Truck - Class 6
16.7 Bucket Truck - Class 7
16.8 Bucket Truck - Class 8
19.8 Digger Derrick - Class 8
20 Tanker
21 Semi-Tractor
22.1 Crane - On Road
22.2 Crane - On Road, Articulating

25 Track Unit - Unmounted

27 Directional (Horizontal) Drill Unit
28 Crane - Off Road
30 Frontend Loader & Backhoe
31 Skid-steer - Unassigned
31.1 Skid-steer - Light
31.2 Skid-steer - Heavy
33 Trencher - Unassigned
33.2 Trencher - Light

33.3 Trencher - Medium

34.1 Loader - Light
34.2 Loader - Medium
34.3 Loader - Heavy
35.1 Excavator - Mini
35.2 Excavator - Light
39 Tensioner/Puller
41 Welder
42 Air Compressor
43.1 ATV
43.2 Utility Cart
44 Backyard Mobile Equipment
45 Generators
48 Mobile Aerial Platform
49 Forklift
52 Off Road Tractor with Equipment
99.2 Misc. - POE
99.3 Misc. - Attachments
100 Trailers

Purchase Pi Life Cycle

35,000
38,000
31,000
45,000
40,000
45,000

107,000
28,000
33,000
50,000
38,000
50,000
60,000
70,000
84,000
60,000
75,000

165,000

250,000
53,000
86,820
74,000

112,390

175,346
79,334

197,876

195,000

217,000

330,000

420,000

311,000

200,000

316,000

320,000

300,000

150,000

704,000
99,000
73,000
62,000

115,000
51,000
37,000
85,000

145,000

165,000

185,000
35,000
55,000

165,000
13,389
20,000
35,000
40,000

196,000
61,000
75,000
75,000
59,000

102,000
13,706
19,938

7

8
15
14
14
14

9
14
16
15
14
10
10
1
16
16
10
15
15

9
11
10
14
15
16

9
12
12
18
18
15

6
20
17
15
11
15
13
21
11
15
13
19
10
15
10
10
12
15
18
15
24
22
21
15
17
19
20
10
31
22
20

Priority Replacement for Avista

11

10

12

The capital plan attached here includes updates from the 2020 benchmark analysis.
Also included in the amount is 2021 orders that due to supply chain issues is pushed
to 2022 for delivery and in-service. A majority 2022 plan has been executed due to
400-650 day lead times from multiple vendors. The 2022 plan will total $6.6mm.

Business Case Justification Narrative
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Option Capital Cost Start Complete
Fully funded (no adds to complement funded) $33.3M 01.2022 12.2026
Partial funding $19.5M 01 2022 12 2026
Lease $O0M 012022 12 2026

2.1 Describe what metrics, data, analysis or information was considered when

preparing this capital request.

Avistas Vehicle Replacement Model (VRM) uses fleet data to develop
company specific replacement criteria for each vehicle class in fleet. This
analysis is unique to the behavior and characteristics of the Avista fleet. The

inputs for the Utilimarc VRM include:

e Company specific trending parts and labor cost for each vehicle class

Company specific purchase price for each vehicle class

Company specific annual usage patterns (mileage) for each vehicle class
Company specific loaded productive labor rate and mechanic productivity
Vehicles are identified as candidates for replacement when over their

recommended replacement age or replacement life to date mileage,

whichever occurs first.

A vehicle is identified as a candidate for replacement when it reaches its
replacement range for age or lifetime mileage. Replacing within these ranges
ensures operating within 1% of the lowest total ownership cost of the vehicle

over its lifetime. A standard regression model is used in this analysis.

Reference key points from external documentation, list any addendums, attachments etc.

Example

Business Case Justification Narrative
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2.2 Discuss how the requested capital cost amount will be spent in the current
year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverables that will result from the capital spend?). Include
any known or estimated reductions to O&M as a result of this investment.
The capital in this case will be spent evenly over the 5 year period. The investment of

capital in this case will provide a consistent replacement plan which enables a
predictable parts and labor cost, vehicle downtime and technician requirements

2.3 Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.

Avista’s fleet of vehicles is used by nearly every department. By not investing in new
assets we increase the potential for equipment failure and unforeseen downtime for our
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crews and employees in the field. Our industry is amid many changes driven by internal
as well as external factors. By not having a replacement plan we limit ourselves on
being able to keep up with current standards, as well as new safety requirement. The
impact would most be felt when a large EOP or mutual aid event occurs.

2.4 Discuss the alternatives that were considered and any tangible risks and
mitigation strategies for each alternative.

The first alternative is to invest approximately 25% less in capital that what our optimum
scenario is. By investing at this level, we would be able to continue to address the
highest cost per mile vehicle classes (five of which account for 55% of the total annual
operating spend) and those vehicles that are critical response units. We will still face
increasing costs, downtime and constrained technician hours but the amount is
mitigated by the focus on those high cost classes. Additionally, we risk the potential
that additional funding is apportioned in one or two of the out years to get “caught up.”
This creates bubbles of work for the team purchasing vehicles but also in the parts and
maintenance costs.

The second scenario would be to fund the program at 50% of what the recommended
spend is from our data analytics. This route would create even larger bubbles that will
need to be addressed by future capital spending that could exceed the recommended
spend by as much as 50%. One of our biggest challenges we will face in this scenario
would be the effect it has on our shop workload. As previously stated we this scenario
will have a 12,000 hour or a 33% increase in the amount of labor available to what is
required to repair all demand driven repairs and maintenance. With a predictable
number of units coming in we can better plan our teams schedule. This also allows us
to maintain a level staffing needs year over year.

The third scenario is leasing option. Multiple utility fleets lease their vehicles. This on
the surface has the potential to free up capital for other uses. The risk in this option is
that you are trading a capital cost for an operating cost. The depreciation that had been
realized on the P&L statement is now an O&M cost that must be absorbed. Those costs
include a leasing company’s return on equity. This would require huge change
management with help from the operations management team, as our vehicles are
highly customized to ensure they can do their work in the most efficient and expedient
manner.

Include a timeline of when this work will be started and completed. Describe
when the investments become used and useful to the customer.

The Fleet Vehicle Refresh is a capital plan. Each vehicle or piece of equipment
purchased get a jurisdiction code specific project number and a FERC specific task
code. We begin purchasing the next years equipment during the summer of the prior
year. Right now, we are taking delivery of equipment that had purchase orders cut last
August. Our most expensive mounted hydraulic equipment has a 350 to 450 day lead
time. We transfer each individual unit to plant when in becomes used and useful, which
is approximately 30 days after receipt and invoicing.
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2.5 Discuss how the proposed investment aligns with strategic vision, goals,
objectives and mission statement of the organization.

This program enables to Our People to serve Our Customers. When the power is out
or gas is not flowing due to an unexpected incident our fleet of trucks gets the people
and equipment to where it needs to be and then runs until the issue is resolved.

2.6 Include why the requested amount above is considered a prudent
investment, providing or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated throughout the project

The following figure represents the totals of maintenance costs and work orders
generated per year. As can be seen on the first and last line we maintain a
steady cost and work load year over year. We benchmark and review our results

on an annual basis.

Utilimarc Lifecycle Replacement Projections

Value 2023 2024 2025 2026 2027 2028 2029 2030 2031

Annual Capital $5,556,379  $5,794,138  $6,765327  $8,550,317  $8,038,595  $9,425595  $9,470,600  $10,096,500  $9,378,313  $8,847,861
Units Replaced 69 7 76 88 86 89 90 91 82

Annual Maintenance ~ $8,057,038  $8,330,557  $8531,107  $8,624560  $8757,253  $8818,198  $8916,771  $892838  $9,015413  $9,200,408
Annual Ownership $5,333,819  $5,350,745  $5,506,508  $5908,989  $6,174,116  $6,614,670  $6,989,863  $7,406,765  $7,650,302  $7,792,466
Total $13,390,860  $13,681,300  $14,037,610  $14,533,550  $14,931,370  $15432,870  $15,906,630  $16,335150  $16,665720  $16,992,870
Out of Life 227 223 251 265 251 234 264 243 253

Avg Age 11.63 11.45 11.34 11.10 10.93 10.72 10.51 10.29 10.18

Labor Hours 41,456 42,023 42,191 41,817 41,628 41,095 40,740 39,993 39,591

Half Utilimarc Lifecycle Replacement Projections

Value 2023 2024 2025 2026 2027 2028 2029 2030 2031

Annual Capital $2,536,587  $2,816,819  $3,741,889  $3,859,175  $3,546,683  $3,981,964  $4,467,021  $4,556,362  $4,647,489  $4,740,439
Units Replaced 31 36 40 41 39 40 42 42 42

Annual Maintenance ~ $8,137,428  $8,602,623  $9,036,137  $9,483,095  $9,949,424  $10,410,080  $10,862,510  $11,319,940  $11,772,930  $12,223,390
Annual Ownership $4,853,715  $4,496,113  $4,341,073  $4,230,449  $4,090,467  $4,043,929  $4,084,629  $4,135452  $4,196,157  $4,264,716
Total $12,991,140  $13,098,740  $13,377,210  $13,713,540  $14,039,890  $14,454,010  $14,947,140  $15455390  $15969,090  $16,488,110
out of Life 265 296 360 421 454 486 564 592 642

Avg Age 12.43 12.73 13.07 13.42 13.81 14.18 14.50 14.82 15.12

Labor Hours 41,870 43,395 44,689 45,979 47,295 48,514 49,630 50,706 51,701

Avista Budget Replacement Projections

Value 2023 2024 2025 2026 2027 2028 2029 2030 2031

Annual Capital $5180,552  $6,147,232  $6,143,363  $6,189,603  $6,176,617  $6,206,909  $6,212,876  $6,052,722  $6,171,291  $6,203,925
Units Replaced 59 72 72 61 61 54 57 52 50

Annual Maintenance ~ $7,907,314  $8,209,488  $8,555,177  $8804,992  $9,117,942  $9,451,825  $9,770,447  $10,154,520  $10,537,160  $10,947,320
Annual Ownership $5252,313  $5318170  $5381,230 95425657 95,480,650  $5529,131  $5572,587  $5588,461  $5,622,189  $5,651,153
Total $13,159,630  $13,527,660  $13,936,410  $14,230,650  $14,598,500  $14,980,960  $15,343,030  $15,742,980  $16,159,350  $16,598,470
Out of Life 237 232 264 305 316 334 397 415 457

Avg Age 12.01 11.78 11.74 11.92 12.07 12.34 12.57 12.84 13.13

Labor Hours 40,686 41,412 42,310 42,692 43,342 44,048 44,640 45,485 46,274

2.7 Supplemental Information

2.7.1 Identify customers and stakeholders that interface with the business case

Internal Customers:

Business Case Justification Narrative
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Distribution Electric Ops

Generation

Engineering

Gas Distribution Ops

Gas Metering

Communication

Sub-station Support

Electric and Gas Metering

IT

Project Management

CPC

Relay Shop

MS Shop

Cathodic

Veg Management

Stakeholder include:

Plant Accounting

Rates

Engineering

Operators

2.7.2 Identify any related Business Cases

None at this time

3.1 Steering Committee or Advisory Group Information

The fleet capital plan is driven by statistical analysis that is based on our financial and
operating outcomes. The analysis is reviewed by the Fleet Manager, Fleet Specialist

and our Fleet Analyst.

Business Case Justification Narrative

Page 10 of 12
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Fleet Equipment Capital Refresh Program

3.2 Provide and discuss the governance processes and people that will
provide oversight

Each individual vehicle purchase is approved in two parts: 1) The Fleet Manager
approves the CPR request and then the director is notified. 2) The requisition process
is approved based on value from the Fleet Manager all the way to the CEO if the value
is great enough.

Department and district managers are involved in the order process by confirming
which vehicles to be replaced and helping to ensure any requests that specific
operators or crews may have. Managers, operators/drivers sign off on a VLC form
which is maintained for every class and build of vehicle.

3.3 How will decision-making, prioritization, and change requests be
documented and monitored

Annually, Fleet Spec Committees for our major operating groups come together
to review the specifications of their specific core operating vehicles. This helps
ensure that vehicles come from the manufacturer ready to work. We track our
revisions/change orders on an ECO form and record the dollars in our tracking
program by using a change order specific task code. Fleet's goal is to not
exceed more than 1% of our total budget in change orders. In 2019 we were
less than .8% of our total spend for change orders.

Business Case Justification Narrative Page 11 of 12
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Fleet Equipment Capital Refresh Program

The undersigned acknowledge they have reviewed the Fleet Equipment Capital
Refresh Program and agree with the approach it presents. Significant changes to
this will be coordinated with and approved by the undersigned or their designated

representatives.
Signature: Date:  7/2/21
Print Name: Gregory Loew
Title: Fleet Manager
Role: Business Case Owner
Signature: Date: 7/2/2021
Print Name:  ajicia Gibbs
Title: Director, Shared Services
Role: Business Case Sponsor
Signature: Date:
Print Name:
Title:
Role: Steering/Advisory Committee Review

Template Version: 05/28/2020

Business Case Justification Narrative Page 12 of 12
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EXECUTIVE SUMMARY

This program is be responsible for the capital maintenance, site improvement, and
furniture budgets at over 40 Avista offices, storage buildings, and service centers (over
900,000 total square feet) Companywide. This program is intended to systematically
address: lifecycle asset replacements (examples: roofing, asphalt, electrical, plumbing),
lifecycle furniture replacements and new furniture additions (to support growth) and
business additions or site improvements.

Facilities apportions approximately 50% to Asset Condition work that is identified using
Paragon Asset Condition software (Terracon), 30% is set aside for Manager Requested
projects, and 20% is kept aside for unexpected capital needs and furniture
replacements. There is currently a $7M Asset Condition backlog identified using
Paragon Asset Condition software. A funding of $3.5M will allow us to maintain a flat
backlog over the next 5 years.

This program supports Avista’s entire Service Territory and all service codes and
jurisdictions. Performing adequate Asset Management allows the Company to preserve
and fully utilize their properties while reducing expensive repairs in the long term. It also
ensures a safe environment for people and equipment. Damaged or poorly maintained
facilities can create very real safety risks and associated liability for employees,
customers, and contractors.

VERSION HISTORY

Version | Author Description Date Notes
1.0 Lindsay Miller | Initial Version 07/10/2018 | Initial Version
2.0 Lindsay Miller | Executive Summary Only | 07/07/2020 | Revised Template




AVISTA / 702-Revised
Baldwin-Bonney / Page 93 of 378

GENERAL INFORMATION

Requested Spend Amount $3,500,000

Requested Spend Time Period Yearly

Requesting Organization/Department Facilities

Business Case Owner |  Sponsor Eric Bowles | Dan Johnson
Sponsor Organization/Department Shared Services

Phase Planning

Category Program

Driver Asset Condition

1. BUSINESS PROBLEM

1.1 What is the current or potential problem that is being addressed?

Many of the service centers in Avista’s territory were built in the 1950s and 60s and
are starting to show signs of severe aging. Almost half of Avista’s Assets were built
before 1980. Most of our building systems are also past their recommended life
based on recognized industry standards defined by Building Owners and
Managers Association (BOMA), and International Facility Management Association
(IFMA) and are requiring renovation or replacement. Many of the original campus
layouts and buildings at our Service centers are no longer optimal today due to
changes in our vehicle sizes, materials storage, and operations flow. These
changes have required the need for project funding to address changing business
and site requirements as well.

Airport Hangar 2019 7500 W. l:ggé) Dr., Bldg Spokane WA
Eaer?gs;) (IEIER) BUEng enel e 2180 N Havana St S@g'ﬁg;‘e WA
Clark Fork Bunkhouse 1959 806 Main St. Clark Fork ID

Clarkston Service Center 1975 1300 Fair Street Clarkston WA
Coeur d’Alene Service Center 1994 1735 N. 15" Street Coeur d’Alene 1D

Colfax Facility 1990 704 North Clay Colfax WA
Colville Service Center 2010 176 Degrief Road Colville WA
SZKETS%TOTS;YEW e 1996 Davenport WA
Davenport Service Center 1966 327 Morgan Street Davenport WA
Deer Park Service Center 2018 Airport Drive Deer Park WA
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Dollar Road Fleet Shop 2015 2,406 N. Dollar Road Spokane WA
Dollar Road Service Center 2019 2406 N. Dollar Road Spokane WA
Dollar Road Truck Storage 2014 2406 N. Dollar Road Spokane Wa
Dollar Road Wash Bay 2018 2406 N. Dollar Road Spokane Wa
Downtown Network Center 2016 1717 W. 4th Ave Spokane WA
Downtown Project Center 2016 1717 W. 4th Ave Spokane WA
Elk City Facility 2017 Hwy 14 Elk City ID
Goldendale 2015 912 E. Broadway Goldendale WA
Grangeville Facility 1933 201 E. Main Street Grangeville ID
Grangeville Pole Yard 2016 Grangeville ID
Grants Pass Service Center 1960 618 SE J Street Grants Pass OR
Jes St e e 1985 8308 N. Regal Spokane WA
Trailer
Jack Stewart Office Modular 2012 8307 N. Regal Spokane WA
Dl Szt el L 1993 8309 N. Regal Spokane WA
Trailer
Jack Stewart Training Center 1999 8307 N. Regal Spokane WA
Kamiah Facility 1992 No Kidd Rd. Kamiah ID
gellogg Covered Vehicle 2012 121 Hill Street Kellogg ID
torage
Kellogg Materials Storage 1980 122 Hill Street Kellogg ID
Kellogg Service Center 1960 120 Hill Street Kellogg ID
Sotte ralls CEMERNE FEM  gomm 1151 Hwy 395 N Kettle Falls WA
ices
Klamath Falls Service Center 2008 2825 Dakota Ct. Klamath Falls OR
Henmein el SiomeE 2012 2826 Dakota Ct. Klamath Falls  OR
Building
LaGrande Service Center 1994 10201 F Street LaGrande OR
Lewiston Call Center 1976 803 Main Street Lewiston ID
Main Campus .
Café/Auditorium 1959 1412 E. Mission Ave. Spokane WA
Main Campus Canopy 5 1959 1411 E. Mission Ave. Spokane WA
Main Campus Central 1959 1411 E. Mission Ave. Spokane WA
Operating Facility
SEIn SRS IS e 2011 1411 E. Mission Ave. Spokane WA
ecovery
Main Campus Mini Line Dock 1970 1411 E. Mission Ave. Spokane WA
Main Gampus New Fleet 2017 1411 E. Mission Ave. Spokane WA
Building
van Campus Oil Storage 1996 1412 E. Mission Ave. Spokane WA
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Main Campus Parking
Garage

Main Campus Ross Park
Building

Main Campus Service
Building

Main Campus Warehouse
Building

Main Campus Waste and
Asset Recovery

Medford Outdoor Storage
Canopy

Medford Service Center
Noxon Bunkhouse
Orofino Service Center
Othello Service Center

Pierce Facility

Post Street Mobius / Annex
Parking

Pullman Mechanic Shop
Pullman Service Center
Pullman Shed

Pullman Storage Canopies
Ritzville Facility

Roseburg Service Center
Sandpoint Covered Storage
Sandpoint Service Center
Sandpoint Storage Bays
Sandpoint Truck Canopy

Spokane Valley Call Center

St Maries Offsite Garage and
Pole Yard

St. Maries Service Center
Tekoa Facility

2019

1903

1959

1959

2014

1994

1994
1959
1970
1974
1985

1903

2012
1959
1959
1959
1955
2004
1985
1957
1957
1985

1979

2011

1974
1971

1411 E. Mission Ave.
1411 E. Mission Ave.
1411 E. Mission Ave.
1411 E. Mission Ave.
1411 E. Mission Ave.

581 Business Park Drive

580 Business Park Drive
33 Avista Power Road
1051 Michigan Ave
36 South 4" Avenue
104 Moscrip Dr.

337 N. Post Street

5704 SR 270
5702 SR 270
5704 SR 270
5703 SR 270
401 E First
1404 Green Siding Road
103 N. Lincoln
100 N. Lincoln
101 N. Lincoln
102 N. Lincoln

14523 E. Trent Ave.

528 College Avenue
West 101 Main Street

Spokane
Spokane
Spokane
Spokane
Spokane

Medford

Medford
Noxon
Orofino
Othello
Pierce

Spokane

Pullman
Pullman
Pullman
Pullman
Ritzville
Roseburg
Sandpoint
Sandpoint
Sandpoint

Sandpoint

Spokane
Valley

St. Maries

St. Maries
Tekoa

WA

WA

WA

WA

WA




AVISTA / 702-Revised
Baldwin-Bonney / Page 96 of 378

ER 7001/ 7003 Requested vs Funding

$8,000,000

$7,000,000

$6,000,000

$5,000,000

$4,000,000

$3,000,000

$2,000,000

$1,000,000 I I I
S-

2017 2018 2019 2020

B Requested M Funding M Asset Condition Backlog

Funding backlog

There is currently an identified backlog of $6.8M in Asset Condition work needed
across the system of assets Facilities manages. In 2017 Terricon identified $6M in
work on their initial assessment. This list is growing every year as our buildings
age and new items are identified that need replacement. At the current funding
level this backlog of capital work will continue to grow. The backlog is growing
faster than our current funding model can accommodate.

ER 7001/ 7033 Funding Breakdown

>

= Manager Requested = Asset Condition

= Furniture (7003) Drop In/ Safety

m Project Center Asphalt- Asset Condition
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Capital Lifecycle Asset Replacements ER 7001

This portion of the Structures and Improvements Program is based on the results
of the Facilities Condition Assessment Survey. This survey will take into account
the condition and lifecycle of each Facilities asset. Assets will be graded and those
requiring replacement within the next 10 years will be estimated and scheduled for
replacement at an appropriate year during the 10 year time frame of the survey.
Buildings as a whole will be assigned a Facilities Condition Index (FCI) as part of
the survey to help compare future capital needs and drive the decision of
continued capital expenditures vs. possible replacement.

Examples (asphalt and structural issues):

Furniture Replacement or Additions ER 7003

This portion of the program is for furniture replacements based on industry
standard lifecycles, condition, and availability of parts. The program is also meant
to support new furniture additions required on approved building projects.
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Examples:

Business Additions or Site Improvements ER 7001

This portion of the program is intended to support site improvement requests and
productivity or business-related needs. Project requests are made by Operations
site managers in June the year before. The list is then vetted for validity and
business need by director-level management. Approved projects are then
prioritized vs. capital asset replacement priorities, and assigned per available
capital funding. Projects that are tied to compliance, safety, or productivity will be
given funding preference.

Example (security fencing and gate, weld shop crane):

A robust operations and maintenance program will be required to help further
extend the lifecycle of our Facilities assets and help to lessen capital replacement
needs. Conversely, limited O&M maintenance programs will result in shorter than
standard asset lifecycles, and ultimately increased Capital spending.

As the condition of our Facilities improve, capital asset replacements should
lessen in future years of the program. This is again dependent on sufficient O&M
maintenance budgets and workforce.
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Discuss the major drivers of the business case (Customer Requested,
Customer Service Quality & Reliability, Mandatory & Compliance, Performance
& Capacity, Asset Condition, or Failed Plant & Operations) and the benefits to
the customer

The major driver of this business case is Asset Condition. Facilities apportions
approximately 50% to Asset Condition work that is identified using Paragon
Asset Condition software (Terracon), 30% is set aside for Manager Requested
projects, and 20% is kept aside for unexpected capital needs and furniture
replacements.

Customers benefit from this project by Facilities providing a safe, usable
buildings through which our Operations teams provide electricity and gas to our
customers.

Identify why this work is needed now and what risks there are if not
approved or is deferred

As previously stated there is an identified backlog of Asset Condition work of
$6.8M. This list is growing every year as our buildings age and new items are
identified that need replacement. Deferring this work will cause a large bowel
wave of Capital investment in future years. Providing a level investment over
the next 10 years will allow us to prevent equipment failures and the need for a
large one time capital investment.

Identify any measures that can be used to determine whether the
investment would successfully deliver on the objectives and address the
need listed above.

At this time, the only measure that can be used is to design solutions that
provides room for growth, expands technology requirements, and adheres to
safety and security best practices. Some of these solutions would include items
such as:

1) Materials/ Storage: Provide spaces that meet the needs of the Stores team
and Operations

2) Environmental/ Compliance: Ensure that the building and site meets with
Avistas environmental standards

3) Employee/ Customer Impacts: Room for employee or operations growth

4) Operational Efficiency: Ensure that operational needs of employees are
being met

5) Asset Condition: Provide systems and materials that meet with Avista
standards
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1.5 Supplemental Information

1.5.1 Please reference and summarize any studies that support the
problem
The Asset Condition Study and Asset Condition Report for all of Avista’s
Assets is used to help determine the best options to resolve the various
Asset Condition needs.

1.5.2 For asset replacement, include graphical or narrative representation
of metrics associated with the current condition of the asset that is
proposed for replacement.

The Asset Condition Study and Asset Condition Report for all of Avista’s
Assets is used to help determine the best projects to fund in any given
year. Projects are prioritized by the Paragon Asset Condition program
using metrics such as risk, impact and ROI. This prioritized list is then
used to create the Asset Condition project list for the coming year.

Recommended Solution — Fund Program at full amount

This will allow us to address capital asset replacements and business needs.
Safety, compliance, and productivity requests are rated highest and given priority
first. Many of these replacements can create safety risk if not addressed (sidewalks,
structural repairs). Not systematically addressing maintenance needs could
ultimately result in complete replacement of the buildings at some point.

Option Capital Cost Start Complete

Fund Program at Full Amount $3.5M 01 2021 12 2021

Alternative #1- Partially Fund Program Less than 01 2021 12 2021
$3.5M

Alternative #2- Do Nothing $0 - -

2.1 Describe what metrics, data, analysis or information was considered when
preparing this capital request.

There is currently an identified backlog of $6.8M in Asset Condition work
needed across the system of assets Facilities manages. In 2017 Terricon
identified $6M in work on their initial assessment. This list is growing every
year as our buildings age and new items are identified that need replacement.
At the current funding level this backlog of capital work will continue to grow.
The backlog is growing faster than our current funding model can
accommodate. It is the goal of this program to maintain a level backlog that
projects are selected from using Terracon’s risk assessment and the impact
the item has on the Company’s ability to perform its work, making the highest
priority projects readily apparent.
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Even funding this program at the $3M level we will never be able to completely
reduce the backlog. Providing more than the $3M requested would require
additional Project Management personnel and possibly FTE’s. Facilities can
accommodate this request within their current staffing model. It is the goal of
this program to maintain a level backlog that projects are selected from using
Terracon’s risk and the impact the item has on the Company’s ability to
perform its work, making the highest priority projects readily apparent.

Discuss how the requested capital cost amount will be spentin the current
year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverables that will result from the capital
spend?). Include any known or estimated reductions to O&M as a result of
this investment.

Average funding splits based on project priorities

This program is be responsible for the capital maintenance, site improvement,
and furniture budgets at over 40 Avista offices, storage buildings, and service
centers (over 900,000 total square feet) Companywide. This program is
intended to systematically address the following needs:

e Lifecycle asset replacements (examples: roofing, asphalt, electrical,
plumbing)

e Lifecycle furniture replacements and new furniture additions (to support
growth)

e Business additions or site improvements (examples: adding a welding
bay, vehicle storage canopy, expanding an asphalt yard. Can
sometimes include property purchases to support site expansions.)

This program would encompass capital projects in all construction disciplines
(roofing, asphalt, electrical, plumbing, HVAC, landscaping, expansions,
remodels, energy efficiency projects). Facilities apportions approximately 50%
to Asset Condition work that is identified using Paragon Asset Condition
software (Terracon), 30% is set aside for Manager Requested projects, and 20%
is kept aside for unexpected capital needs and furniture replacements.

Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.

This Business Case will impact the employees that work out of the offices and
locations where projects are completed. Other teams that may be impacted are:
ET, ET Security, Radio Relay, Environmental and Stores/ Warehouse.

Discuss the alternatives that were considered and any tangible risks and
mitigation strategies for each alternative.

Alternative #1 — Partially Fund Program based on priority
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This option would decrease the capital program and increase existing O&M
budgets to prolong structures’ lifecycles beyond rated life, and reduce capital
needs. This option is not the preferred approach over the long-term. Capital
investments can be limited with a corresponding increase in O&M dollars. As
building systems continue to decline O&M burden will increase.

The estimated replacement value of Avista’s assets when the Terricon survey
was taken in 2017 was approximately $242 million, with estimated maintenance
and replacement requirements based on the Terracon report of $8,800,640 per
year, which equals 3.64% of the current replacement value of the assets. The
graph above clearly demonstrates that the amount spent by Avista (the green
bars) typically does not reach the minimum level of O&M expenditures (the blue
bars) standard in the building industry for basic sustenance of facilities. This
level of underfunding would need to be addressed if the choice is made to
underfund this program.

Business site improvement requests are intended to address changing business
needs. These projects are usually linked to an enhanced productivity outcome.
Having the ability to incorporate structures and equipment that fall within the
improvement and business needs category can help support improved processes
and lead to enhanced safety and longer lifecycles. When the budget needs to be
reduced, reductions are first made to requests in this category.

Replacement is intended to replace aging units to achieve more predictable
capital requirements and avoid replacement peaks caused by large-scale
failures. Cutting into these requests over an extended period could lead to
reduced efficiency and have safety impacts.

Alternative #2 — Do nothing

This option is not recommended. Building improvements are capital events that
materially extend the useful life of a building and/or increase the value of a building.
Building improvements are capitalized and recorded as an addition of value to the
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existing building. Sites will continue to decline due to normal wear and tear. The
failure of certain systems, such as roofing or HVAC, can cause major damage to
other areas of the building. Walkways and structural issues not being addressed
could have safety impacts to employees, visitors and customers.

When failures occur the capital investment must be made, regardless of funding.
This program provides an avenue to PLAN these capital investments.

2.5

2.6

2.7

2.8

Include a timeline of when this work will be started and completed.
Describe when the investments become used and useful to the customer.
spend, and transfers to plant by year.

The majority of projects in the Facilities Structures and Improvements program
begin work in the 2™ or 3™ quarter of each year, and will usually transfer to plant
before the end of the year. Some of the larger projects, or projects with extensive
design, can carry over to the following year.

Discuss how the proposed investment aligns with strategic vision, goals,
objectives and mission statement of the organization.

The major reason to perform this project is to align with Avista’s strategic vision
of customer performance and reliability. Being able to provide service to our
customers safely and efficiently is a cornerstone of Avista and the current
Pullman Operations office does not allow employees to meet those goals.

Include why the requested amount above is considered a prudent
investment, providing or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated throughout the project

Hopefully the business problems described earlier makes a strong case that this
investment makes sense, as to avoid significant operational, reliability, and
performance risks. As the project progresses, the scope and budget will be re-
baselined as required. And hopefully the project can come in possibly under
budget and ahead of schedule. Full oversight of the scope and budget will be
provided to the Facilities Steering Committee (see Section 3.1 (A)) for their
review and evaluation as described in Section 3.2 and 3.3.

Supplemental Information
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2.8.1 Identify customers and stakeholders that interface with the business

case

3.1

The project within this business case will impact the Pullman Service
Center Team. The team will be able to work out of the current service
center during construction but we will be reaching out to the team during
the design and construction phases.

2.8.2 Identify any related Business Cases
None

Steering Committee or Advisory Group Information

ER7001 Facilities Structures and Improvements is a 5-year program created to
address the capital lifecycle asset replacements and business/site
improvements at all of Avista’s regional sites and offices. Asset lifecycle
replacements are compiled by Facilities and are based on an asset condition
report and industry recognized lifecycles. Site improvement projects are
approved based on productivity and/or business need.

Asset Lifecycle Replacement Projects

In 2017 Avista hired Terracon Consultants to perform a condition assessment
on 76 Avista-owned facilities and 35 real estate sites at 34 different locations,
comprising approximately 981,000 square feet. These facilities were
constructed between 1903 and 2016. Terracon estimated the value of this
infrastructure at approximately $242 million.

The Terracon study was highly detailed and in depth. They examined every
characteristic of each facility from a variety of perspectives. External structures
from asphalt in the parking lot to roof condition, fences, curbs, work, and storage
areas were examined to ascertain and score condition and to identify issues
and note concerns. Internal aspects such as walls, carpets, and furniture
condition were evaluated.

They surveyed building systems including plumbing, heating and cooling,
electrical, lighting, air quality, drainage, and security. They also looked at safety
aspects from both the customer and employee perspective. Then each item in
the facility was rated based upon its condition and assigned a budget category
of O&M Preventative Maintenance, O&M Deficiency Repairs, Capital
Replacement, and Capital Renewal/In-Kind Replacement. Terracon’s list is
sorted by relative risk and the impact the item has on the Company’s ability to
perform its work, making the highest priority projects readily apparent. Of the
363 “at risk” items Terracon identified, nearly 60% had a risk rating higher than
5 (on a 1 to 10 scale) and 20% were identified as having an actual impact on
operations. This rating is what is used to identify the highest risk replacements
needed and the project list is created using this information.
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Site Improvement Projects

These types of requested facilities projects undergo a multi-level internal review
process. It begins with the related manager who either identifies the capital need
themselves or is notified of an issue that needs to be resolved by an employee.
If the manager believes the project is in the best interests of his group and the
Company, the proposal is submitted to that manager’s director. If the director
also sees the value of the request, it is submitted to a group known as the
Facilities Capital Request Board.

This Board meets every fall to review the requested projects for the upcoming
year. Managers from each major business area send a representative (the
employee chosen usually changes every year). In addition, there is a
requirement of at least one person from Operations, Environmental Affairs,
Materials Management, and Facilities. This broad mixture of perspectives is
designed to provide a neutral and “outside” perspective while having access to
the expertise and experience of the directly related and impacted business
entities.

By the time the Board receives the list of requests, it has already been vetted
twice within its related department. The requests are prioritized based on the
Capital Request form that was filled out and approved. Atthe Board level, each
request is reviewed for required criteria such as risk, safety, environmental
impact, and compliance. Thus this process is designed to ensure that multiple
stakeholder participation provides a thorough and robust analysis of all facility
needs and alternatives across the Company.

Provide and discuss the governance processes and people that will
provide oversight

Facilities Capital Steering Committee

Once the project list is assembled, the finalized list of projects is approved by
the Capital Facilities Steering Committee. This Committee of Directors is
responsible for approving the submission of Business Cases to the Capital
Planning Group and approval of projects and any changes within this program.

In the past this has most often been:
e Director of Shared Services
e Director of Environmental Affairs
e Director of Financial Planning and Analysis
e Director of Generation, Production, Substation Support
e Director of IT and Security

e Director of Natural Gas
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The project shall use certain Project Management Professional (PMP)
guidelines and procedures during the course of this project.

A Project Execution Plan, consisting of the documents below, will be drafted and
approved by the SteerCo described in Section 3.1 (A).

e Project Charter, Change Management Plan, Communication
Management Plan, Cost Management Plan, Procurement Management
Plan, Project Team Management Plan, Risk Management Plan and Risk
Register, Schedule Management Plan, Scope Management Plan, and
Project Execution Approval Form.

Each month, the project manager will provide the following information either at
the scheduled SteerCo meeting, or via email.

e Approved Yearly Budget, Accrued Yearly to Date, Year Estimate at
Complete, Year Variance at Complete, Approved Lifetime Budget,
Accrued Life to Date, Lifetime Project Estimate at Complete, and Lifetime
Project Variance at Complete.

Each month, the SteerCo will make decisions on cost, scope, or budget items
as required by the Project Execution Plan. The project manager reserves the
right to present items not outlined in the Project Execution Plan if he/she
determines its importance is relevant to SteerCo input.

How will decision-making, prioritization, and change requests be
documented and monitored

The final decisions regarding these items, especially certain change requests
as required by the Project Execution Plan, will be presented to, and voted upon
by the SteerCo. The decisions will be documented in a monthly meeting minutes
of the SteerCo for documentation and oversight.

It will be the Project Manager’s role to monitor the scope, budget, and schedule
and present the results to the SteerCo, regardless of they are within tolerances,
or not.

The undersigned acknowledge they have reviewed the ER 7001/ 7003 Structures
and Improvements and agree with the approach it presents. Significant changes to
this will be coordinated with and approved by the undersigned or their designated
representatives.

Signature: Date: 8/3/2020
Print Name: Eric Bowles




Title:

Role:

Signature:

Print Name:

Title:

Role:

Signature:

Print Name:

Title:

Role:
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Corporate Facilities Manager

Business Case Owner

Date: 8/3/2020
Dan Johnson
Director Shared Services
Business Case Sponsor

Date:

Steering/Advisory Committee Review

Template Version: 05/28/2020
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Capital Equipment Program (ER7005/7006)

EXECUTIVE SUMMARY

The Capital Equipment Program (ER7005/7006) funds the essential tools required for
Avista employees to perform work efficiently and safely. This equipment is necessary to
construct, monitor, ensure system integrity, and properly repair and maintain the Avista
systems (electric, gas, communications, fleet, facilities, and generation). This equipment
needs to be fully functional and available for planned work as well as emergency outage
repairs on our facilities and equipment. Capital tools are utilized in all service territories,
and by all Crafts. Capital tools are required to execute and support work across all
business units and it is recommended to continue to fund these tools at an annual level
of $2.4M for 2021 and then escalated for inflation and increase technology ($100k) each
year for the five year plan.

Capital tools benefit customers by reducing labor cost due to improved efficiency and
improving quality of the work by advanced performance of the tools. Customer will also
benefit from improved system reliability and reduced outage duration enabled by
diagnostic tools. It is critical that capital tools are consistently and adequately funded
year over year to maintain performance and ensure tool availability. The risk of not
funding capital tools is reduced work performance, increased safety risk, reduced work
quality, and increased outage time for customers.

VERSION HISTORY

Version | Author Description Date Notes

Draft Daisy Drafter Initial draft of original business case 4/15/2020

1.0 Prudent Penny Updated Approval Status 6/1/2020 Full amount approved
11 Debbie Downer Budget change 10/15/20 $50,000 deferred to 2021
2.0 Cody Krogh Updated plan to new outline 7/13/2020

GENERAL INFORMATION

Requested Spend Amount $ 2,400,000

Requested Spend Time Period 5 years

Requesting Organization/Department Supply Chain

Business Case Owner | Sponsor Cody Krogh Dan Johnson
Sponsor Organization/Department H51 / Supply Chain

Phase Monitor/Control

Category Program

Driver Asset Condition
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1. BUSINESS PROBLEM

[This section must provide the overall business case information conveying the benefit to the customer, what
the project will do and current problem statement]

1.1 What is the current or potential problem that is being addressed?

Each year, the Capital Equipment Program has more requests for tools and equipment
than can be funded. The funding deficit prevents the purchase of all submitted requests.
In addition, there is a trend of decreased funding for the capital tools. Over this same time
period, the tool complement has been expanding by replacing manual tools with battery
assist devices to increase safety and productivity. These additional tools will require more
funding, over time, to support replacement costs, as well as ensure all areas of the
company can take advantage of this technology.

1.2 Discuss the major drivers of the business case (Customer Requested, Customer
Service Quality & Reliability, Mandatory & Compliance, Performance & Capacity, Asset

Condition, or Failed Plant & Operations) and the benefits to the customer

The Capital Equipment Program (ER7005/7006) funds the essential tools required for Avista
employees to perform work efficiently and safely. This equipment is necessary to construct,
monitor, ensure system integrity, and properly repair and maintain the Avista systems
(electric, gas, communications, fleet, facilities, and generation). Much of the capital
equipment used in the utility industry is very specialized and may not be readily available
due to long lead times. This equipment needs to be fully functional and available for planned
work as well as emergency outage repairs on our facilities and equipment. Equipment
failures contribute to injuries, slowdowns in work performance, and increased customer
restoration time.

1.3 Identify why this work is needed now and what risks there are if not
approved or is deferred

This work is needed to ensure that our workers have safe and reliable tools to complete
their tasks, and also to ensure that if there are any tools that are broken, they can be
replaced in a timely matter to keep projects/tasks on schedule. If this work is not
approved/deferred the risks include breakage of equipment that is critical to daily
operations/projects leading to longer lead times for repairs or project completion. Also, our
employees need safe tools to ensure there are no injuries on the job. By having these
updated through this program, we can increase our productivity by having tools that will
allow us to complete our work efficiently on time and increase the safety of our employees.

1.4 Identify any measures that can be used to determine whether the
investment would successfully deliver on the objectives and address the
need listed above.

The Capital Equipment Committee (CEC) ensures that the investment successfully
addresses all capital equipment requests to ensure each is warranted. The CEC also
ensures that each request is prioritized based upon importance of need and equal allocation
of funds for capital equipment requests.

1.5 Supplemental Information

1.5.1 Please reference and summarize any studies that support the problem
[List the location of any supplemental information; do not attach]

Business Case Justification Narrative Page 2 of 11
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Attachment 1: Email from Tony Klutz describing the benefits of the Capital Equipment Program
Attachment 2: Scoring Criteria & Weighting

Attachment 3: Capital Equipment Committee Board Charter

Attachment 4: Capital Committee Notes

NOTE: All files are stored in the “N-Drive” under “Capital Budget”, then “Business Case
Folder” and then “2020 Business Case”

1.5.2 For asset replacement, include graphical or narrative representation of metrics
associated with the current condition of the asset that is proposed for
replacement.

Safety project for ergonomic related battery assist tools was widely implemented in

2016 with the addition of 44 battery assist tools. This was followed by 2017 with 75

tools, 2019 with 58 tools. This equipment has a 5 year warranty, so future failures for 5

year old equipment will not be covered by warranty. Replacements for these out of

warranty tools will need to be budgeted for within the ER7006 budget each year, as per
all additional “new” capital equipment.

[Describe the proposed solution to the business problem identified above and why this is the best and/or least
cost alternative (e.g., cost benefit analysis, attach as supporting documentation)]

Option Capital Cost Start Complete
[Recommended Solution] Option 1 (Recommended) $2.4 M 01/2018 NA
Partially Fund (based on priority) Varies 01/2018 NA
Rent 4% of total equipment and purchase the rest $2.3M 01/2018 12/2020

2.1 Describe what metrics, data, analysis or information was considered when

preparing this capital request.

Examples include:

- Samples of savings, benefits or risk avoidance estimates

- Description of how benefits to customers are being measured
- Comparison of cost ($) to benefit (value)

- Evidence of spend amount to anticipated return

Reference key points from external documentation, list any addendums, attachments etc.

Each year, the Capital Tool Program has more requests for tools and equipment than can
be funded as shown below in Figure 1. The requests are prioritized and tool selection is
completed as described in Section 2.2. The funding deficit prevents the purchase of all
submitted requests. In addition, there is a trend of decreased funding for the capital tools.
Over this same time period, the tool complement has been expanding by replacing
manual tools with battery assist devices to increase safety and productivity. These
additional tools will require more funding, over time, to support replacement costs.

Business Case Justification Narrative Page 3 of 11
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The distribution of Capital Equipment funds by the Business Unit is shown below in Figure
2 (see below). The allocation is based on overall tool ranking and priority rather than a set
allotment by department. As a result, there is variation year over year (as noted in the
graph) ensuring that the most critical tools are funded.

Business Case Justification Narrative Page 4 of 11
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The 2019 capital tool breakdown by investment driver is represented below in Figure 3.
The highest percent of spend (62%) was for tools related to Safety and Compliance. This
category is also the highest ranking investment driver. Spend in this area is related to
changing industry complinace standards and tools identified to improve safety or
ergonomics (improved body posture, reduced exertion of force, and reduction in
frequency).

2.2 Discuss how the requested capital cost amount will be spent in the current
year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverables that will result from the capital spend?). Include
any known or estimated reductions to O&M as a result of this investment.

How will the outcome of this investment result in potential additional O&M costs, employee or staffing
reductions to O&M (offsets), etc.?

[Offsets to projects will be more strongly scrutinized in general rate cases going forward (ref. WUTC Docket No. U-190531 Policy

Statement), therefore it is critical that these impacts are thought through in order to support rate recovery.]
An updated process was created in 2019 and is being fully implemented in 2020. The
process begins by requesting Business Unit Managers to upload their tool needs into a
SharePoint site. As part of the tool submittal the Manager must complete several ranking
criteria used to support the business need for the tool. These criteria are Priority, Current
State, Investment Driver, Strategic Alignment, Stakeholder, and Demand Type. The
Managers’ requests are then routed to the respective Business Unit Directors for
approval. For a detailed breakdown of the criteria see reference document “Scoring
Criteria & Weighting” in section 1.5.1.

Business Case Justification Narrative Page 5 of 11
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The final list from each Business Unit is then reviewed by the CEC to ensure funding is
distributed fairly and impartially across the company. The equipment request list is ranked
per the scoring criteria ensuring all equipment is funded in order of ranking. This is
required to prioritize spending as the total equipment requests exceed the allocated
budget. Decision records and meeting notes are maintained on the SharePoint site once
the CEC finalizes the list and purchasing is ready for execution.

2.3 Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.
[For example, how will the outcome of this business case impact other parts of the business?]

One of the business functions that will be impacted are those areas using outdated
equipment/tools. We need to replace existing tools that have failed or reached the end of
their life, or have been deemed unsafe do to current safety or regulatory issues. Avista
employees must be able to rely on this equipment while performing hazardous duties, and
must be confident that the equipment will perform safely and efficiently. Failed equipment
not in compliance with current safety standards can lead to hazardous conditions for the
operators, potentially causing injury or death.

Another important priority for tool and equipment purchases is enhanced productivity.
Capital equipment is used to perform new construction work or repair work for unplanned
failures. Often this work can take less time or be completed quickly with better results by
using improved tools.

These processes need to be implemented to not only improve the safety, but also the
productivity of employees. These benefits do impact other parts of the business as work
will be completed efficiently and safely, reducing delays and injuries. There are also
benefits to our external customers in regard to restoration time and reliability.

Business Case Justification Narrative Page 6 of 11
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2.4 Discuss the alternatives that were considered and any tangible risks and
mitigation strategies for each alternative.

Option 1 — Fund Program at Current Level (Recommended)

It is recommended that this Program be funded, annually, at its current level with a 5%
annual increase to ensure Avista has the proper capital equipment necessary to safely
and efficiently perform all required work. This 5% increase is to cover inflation of current
pricing, support replacement equipment as complement has increase in time, and support
increases in technology leading to higher equipment costs. Due to the specialized nature
of utility equipment, it is most efficient for Avista to equip employees with the necessary
tools and equipment to safely perform timely emergency repairs, while using the same
tools and equipment to perform ongoing scheduled work and maintenance. Furthermore,
this specialized equipment is often only available directly from the manufacturer, and is
not typically available as a rental.

By funding this Program, Avista ensures that employees have the proper equipment to
safely and efficiently perform their work, while providing safe, reliable service to
customers.

Option 2 — Partially Fund Program based on priority

This option is not the preferred approach over the long-term; however, it is exercised
when necessary. Each year, when the requests for tools and equipment are submitted,
cuts to the Capital Equipment Program are made by the business units to bring the
projected cost of the list of equipment and tools into line with the budgeted amount.
Further modification of the funding level for the Program is performed in concert with other
business budget needs.

When the program budget needs to be reduced, reductions are first made to requests in
the category of enhanced productivity, then replacement. Replacement is intended to
replace aging units to achieve more predictable capital requirements and avoid
replacement peaks caused by large-scale failures. Cutting into these requests over an
extended period leads to reduced efficiency and have safety impacts. This has caused

Business Case Justification Narrative Page 7 of 11
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excessive rollovers each year, which build up extensively when they are not able to be
purchased within the current budget cycle. This leads to a buildup in capital equipment
requests that cannot be adequately funded.

Having the ability to test and incorporate equipment that falls within the enhanced
productivity category can help support improved processes and lead to enhanced safety
and longer equipment lifecycles.

Option 3 — Rent Equipment

Renting a percentage of the capital equipment was considered as a possible alternative.
Of the 430 items purchased from 2012 to 2014, 233 can be rented, although 216 out of
the 233 items are needed, on hand, at all times for emergency locates and repairs. This
leaves 17 possible items, or 4% of the total equipment, which qualifies as potential rental
equipment (see Figure 3).

If equipment is rented, there is no guarantee of availability. Rental companies rent
equipment on a first-come, first-served basis, making equipment scheduling for specific
time sensitive jobs very difficult. Safety and compliance regulations are also affected when
correct equipment is not available for rent.

Equipment failure is often a concern with rental equipment, as it is uncertain what
condition rental equipment is in, or how it has previously been maintained. This can lead
to safety issues for equipment operators when failures occur, as well as lost production
time.

Depending on the timeline of the rental equipment, it would not be cost effective to rent
long-term as the rental costs would exceed the base price of new equipment. An average
rental price for a basic cable locator is $450/month, which equates to $5,400/year. The
2017 purchase price of this item is $3,700.

Training on rental equipment would also be required, if different than standardized Avista
equipment. For example, Avista gas employees are only trained/qualified on specific
equipment that has been standardized by Avista, which may or may not be what can be
rented for specific jobs. This can contribute to added time necessary to qualify employees
on the operation of the equipment, and safe operating procedures.

Due to the Department of Transportation (DOT) compliance, Avista is also required to
maintain maintenance and calibration records for all gas equipment, along with operations
guides for all on-site equipment. Avista would be out of compliance using various rental
equipment as rental companies are not required to provide this documentation for their
equipment to their customers.

Business Case Justification Narrative Page 8 of 11
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2.5 Include a timeline of when this work will be started and completed.
Describe when the investments become used and useful to the customer.
spend, and transfers to plant by year.

[Describe if it is a program or project and details about how often in a year, it becomes used-and-useful.
(i.e. if transfer to plant occurs monthly, quarterly or upon project completion).]

An updated process was created in 2019 and is being fully implemented in 2020. The
program is projected for five (5) years to account for equipment/tool life cycle and
replacements. The planning and execution of the program is managed by the Supply
Chain Department. Tools are received and delivered to internal customers and
immediately become used and useful, this program has been ongoing for decades. The
average tool lead-time is 12-14 weeks.

2.6 Discuss how the proposed investment aligns with strategic vision, goals,
objectives and mission statement of the organization.

[If this is a program or compilation of discrete projects, explain the importance of the body of work.

Capital equipment benefits customers by reducing labor cost due to improved efficiency
and improving quality of the work by advanced performance of the tools. Customer will
also benefit from improved system reliability and reduced outage duration enabled by
diagnostic tools. It is critical that capital equipment is consistently funded year over year to
maintain performance and ensure equipment/tool availability. The risk of not funding
capital equipment is reduced work performance, increased safety risk, and reduced work
quality.

2.7 Include why the requested amount above is considered a prudent
investment, providing or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated throughout the project

The funding is managed through a well-defined process with oversight from the CEC the
final list from each Business Unit is then reviewed by the CEC to ensure funding is
distributed fairly and impartially across the company. This is required to prioritize spending
because the total tool requests exceed the allocated budget. Decision records and meeting
notes are maintained on the SharePoint site. The Capital Equipment Steering Committee
submits the revised list to the CPG for final approval and execution.

2.8 Supplemental Information
2.8.1 Identify customers and stakeholders that interface with the business case

Internal customers would be employees such as line workers and other employees who
will be using the capital tools to perform their jobs. They are also the stakeholders as
some equipment will need to be replaced in order for the employees to effectively and
safely complete their jobs. Our external customers also benefit from this program as
they will reap the benefits of our workers increased reliability and decreased down time.
With more reliability and less down time we are able to fix/repair any issues the
customers may have much faster and keep our external customers satisfied with our
quick service and reduced down time.

2.8.2 ldentify any related Business Cases
[Including any business cases that may have been replaced by this business case]

All business cases need the proper tools in order to best utilize the labor for the
completion of work benefiting our employees and customers. Examples of Business

Business Case Justification Narrative Page 9 of 11
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cases that utilize these tools are: Wood Pole Management, Grid Modernization and Wild
Fire Resiliency.

3.1 Steering Committee or Advisory Group Information

[Please identify and describe the steering committee or advisory group for initial and ongoing vetting, as a
part of your departmental prioritization process.]

The final requested tool list from each Business Unit is then reviewed by the Capital
Equipment Committee (CEC) to ensure funding is distributed fairly and impartially across
the company. The tool list is ranked from the scoring criteria to make certain the tools are
funded in order of ranking. Ranking is required because the total tool requests exceed the
allocated budget.

3.2 Provide and discuss the governance processes and people that will
provide oversight

The governance process is documented in the Capital Equipment Committee Board Charter
(See attachments in section 15.1). In summary it is guided by the following scoring criteria:
Priority, Current State, Investment Driver, Strategic Alignment, Stakeholder, Demand Type
and Age of request. Each of these scoring criteria are weighted to help place the requests
in order of high to low importance.

Those who provide oversight will be those who make up the Capital Equipment Committee
Board (these members are nominated annually by Directors). These members will help to
ensure that the funding for capital equipment is distributed fairly and impartially based of
the needs of Avista.

The following are those members that make up the board composition:

Tool Keeper (Gas): Voting Member
Tool Keeper (Elec): Voting Member
Safety & Health Coordinator: Voting Member
Electric Operations Manager: Voting Member
Gas Operations Manager: Voting Member
Generation & Production Manager: Voting Member
Capital Planning Group Member: Voting Member
Supply Chain Manager: (Non) Voting Member
Capital Equipment Sourcing Professional: (Non) Voting Member

3.3 How will decision-making, prioritization, and change requests be
documented and monitored

The Capital Equipment Committee works to ensure that the funding for capital equipment
is fairly distributed, all decision-making, prioritization and change request records along
with meeting notes will and are maintained on the SharePoint site as “Capital Committee
Notes”. All participants in the process (Directors, managers, requesters) have access to
the approvals and addition for their area via the SharePoint site. The members of the
CPG are also the Directors approving the requests for their areas prior to the Cap
Equipment Committee’s approval session.

Business Case Justification Narrative Page 10 of 11
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The undersigned acknowledge they have reviewed the Capital Equipment Program
and agree with the approach it presents. Significant changes to this will be
coordinated with and approved by the undersigned or their designated

representatives.
Signature: @flﬂ Lru Date: Ju1-29-2020 | 11:19 AM PDT
Print Name: cody krogh
Title: Supply Chain Manager
Role: Business Case Owner
Signature: @MJLM Date: Ju1-29-2020 | 12:56 PM PDT
Print Name: pan 3Johnson
Title: Director, Shared Services
Role: Business Case Sponsor
Signature: Date:
Print Name:
Title:
Role: Steering/Advisory Committee Review

Template Version: 05/28/2020
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EXECUTIVE SUMMARY

Fleet operations across the US and within the utility industry are implementing telematics
solutions to solve complex business problems. The Advisory Group has identified five
ways that vehicles on the road impact Avista. The first represents the first generation of
telematics and is focused on utility owned trucks. The next four have the potential to
positively or negatively impact our business but they are vehicles not owned by the Avista.
It could be the contractor working for Avista in a contractor owned truck, a contractor in
their personal vehicle, Avista's employee’s doing business on behalf of the utility in their
personal vehicle and crews responding to mutual aid in our service territory. Telematics
has been implemented on the Avista’s fleet since 2012. The first generation of telematics
was implemented to streamline and track the inspections of trucks and mounted
equipment. The digitization of inspections has been very successful and has improved
the tracking of federally required inspections and the administration of those records as
required by the same authorities.

In February 2022 our current provider has notified us that the 3G network that nearly 500
devices connect to will sunset. This network shut down forces us to invest capital in an
upgrade. Additionally, customer requirements and our strategy to put the customer at the
center of every decision necessitate the need for us to leverage vehicle location data on
a modern and timely platform. Finally, best in class utilities are using telematics to provide
both coaching to drivers and collecting leading indicators on decisions a fleet of drivers
are making. The Advisory Group’s recommendation is to replace Zonar telematics with a
modern cloud platform system from Verizon Connect or Utilimarc-Geotab. Both platforms
address latency issues and integrate more info sources than ever before. The final
estimated cost for this is upgrade $2,387,500 spread over three years. An upgraded
system will integrate location data with the CX platform to give our customers accurate
response info, safer roads for all and lower overall costs by streamlining our operations
with data. We must begin this investment in 2021 with the February 2022 shutdown of the
AT&T 3G network coming. In doing nothing we will lose our ability to complete a critical
compliance function by being unable to complete our daily vehicle inspections.
Additionally, we fail to meet our customers where they expect us to be in today’s digitally
connected economy.

VERSION HISTORY

Version | Author Description Date Notes
ExeSum | Greg Loew Exe summary only 717120
Rev1 Greg Loew Completed case 7124120
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GENERAL INFORMATION
Requested Spend Amount $2,387,500
Requested Spend Time Period 3 years

Requesting Organization/Department

Fleet Services

Business Case Owner | Sponsor

Greg Loew | Dan Johnson

Sponsor Organization/Department

Energy Delivery

Phase Planning
Category Project
Driver Asset Condition

Business Case Justification Narrative
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1. BUSINESS PROBLEM

1.1 What is the current or potential problem that is being addressed?

Advances in technology, customer requirements and safety are driving the need to
invest capital in our connected vehicle systems. Implementing the next generation of
telematics in vehicles on the road operating on behalf of Avista have the opportunity
to delight our customers, reduce our liability exposure and improve operational safety.

Technological Changes: Telematics works by connecting the vehicle to the cellular
data network. Currently, most telematics connectivity use third generation networks
(3G) provided by the major carriers. In February 2022 this network will no longer be
supported and many carriers are already preventing new 3G devices on their
networks. To ensure current functionality we will need to equip our vehicles to connect
to the fourth and fifth generation networks (LTE and 5G respectively). We also know
that connected worker solutions are proliferating across our workforce. This has driven
numerous data connections inside and outside of the vehicle. Telematics technology
has advanced to allow the consolidation of connections. Leading telematics providers
have embraced a platform perspective. They have acknowledged that original
equipment manufacturers are controlling some of the data flow from the vehicle or like
Caterpillar it is just build in to the equipment computer. This migration to a platform is
beneficial for Avista as we advance solutions for the fully digitized worker of the coming
decade.

Customer Requirements: Our customers are being influenced by Amazon and Google
and other leading customer experience companies. They expect timely and relevant
communications from everyone they do business with. The utility is not exempt from
these expectations. Next generation telematics is an enabling technology for a fully
integrated and digital field work process. The connected vehicle and worker,
integrated with the mobile work management system and customer experience
platform will provide greater visibility about where our field personnel are and when
they will arrive. The information will be available to employees and to customers,
improving our ability to provide firm estimates of when we will be there to complete the
work. The platform will also improve emergency response times through improved
routing and real time location services. Finally, providing more crew location
information to our dispatchers will allowing us to dispatch the crew closet to the work
saving valuable time and resources.

Safety: The impact of telematics on the overall safety to a fleet of vehicles is under
estimated. Telematics allows the capture of data around all facets of the drive cycle.
More importantly, telematics is to several leading indicator safety metrics. Next
generation telematics integrations will allow us to see items as specific as seat belt
usage, the engagement of reverse or how close we backed up to an object. Telematics
also has the ability to coach drivers in real time and or provide them a summary of
their performance on a pre-determined interval. Finally the next generation systems
will provide metrics on the co-location of supervisors to the crews which has been
proven to be a major predictor in crew safety performance

Additionally, as the Advisory Group has engaged internal stakeholders we have
created a required functionality list. Based on current published Zonar capabilities the
following issues with Zonar were identified:

Business Case Justification Narrative Page 3 of 11
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Issue Impact on Capability
Dynamic Reporting Provides inconsistent data points
Server based system 5-8 minute lag in actual unit status

Only support Android operating system Avista has standardized on iOS

No vehicle as a hotspot capability Multiple connections and expense

Driver coaching Requires dedicated tablet

Workflow management No integrations or partnerships

Behavior metrics No metrics outside of speed to posted

Auxiliary system data capture No 3" party device integration

Point designed solution No platform capabilities at this time

No manufacture API integration dReq_uires us to always us an ancillary
evice

Telematics 2025 will initially provide a platform for compliance. We can and will continue to
measure inspections completions and other safety related functions. We will use this
platform to capture, track and communicate this information to users and leaders. A
feedback loop to the driver on their driving performance will be a key feature of this initiative.
Over time the advanced telemetry data from this system will help us shrink the gap between
actual behaviors and expected behaviors.

The Driver Safety team that was stood up in 2017 identified a dozen key actions to improve
our vehicle incident rate. These recommendations where based on the analysis of multiple
best in class companies and the programs/practices they had in place to achieve such
results. Every program we looked at had some sort of driver performance feedback
mechanism.

1.2 Discuss the major drivers of the business case (Customer Requested, Customer
Service Quality & Reliability, Mandatory & Compliance, Performance & Capacity, Asset

Condition, or Failed Plant & Operations) and the benefits to the customer

Asset Condition

Telematics 2025 is also an enabling platform for Customer Experience
advancements and Business Intelligence. We could measure improvements in
customer satisfaction, reduced maintenance costs, and lower overall cost per
customer being driven by fleet related activities.

1.3 Identify why this work is needed now and what risks there are if not
approved or is deferred

The 3G network that Zonar currently operates on will cease operations in February of
2022. Our DOT/FMCSA compliance with CFR49 and the inspections required before
and after operation are digitally managed. Not doing anything will force our commercial
vehicle operators to complete inspections by pen and paper and creates a document
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management challenge because we must keep them for 12 months before disposing
of them. Failure to do so opens the company to additional liability.

1.4 Identify any measures that can be used to determine whether the investment
would successfully deliver on the objectives and address the need listed
above.

Cost Savings: Estimated savings to the organization will be driven both directly and
indirectly through multiple factors. Savings are ranked from initial platform
deployment to additive next generation work management solutions to be deployed
by future

v" Compliance and regulatory costs—Avoided cost from effort and resources to once
again track vehicle inspections with paper and the increased risk due to the
inspection records not being correctly maintained per US Department of
Transportation regulations 49CFR

v Automated recording of miles—Current work flow requires over 50% of Avista
vehicles to submit mileage in paper form. Up to 25% of mileage is not turned in and
as such vehicle use cost are not being fairly distributed to all users.

v" Assuming data plan aggregation can occur while still supporting the critical business
functions of the workers in the field, anticipated savings from reduced network
connections in the vehicles are estimated as follows:

Vehicle Quantity Data Plan Cost
80 $40.52/month
Total Cost Savings Per Year $38,900

v Improved utilization—Currently, we average 11% less in miles and hours than the
industry. 30% of fleet vehicle get less than 50% of the class average miles per year.
By improving utilization we can spread our fixed cost across more miles and work to
lower the fleets total fixed costs by reducing complement.

v" Improved maintenance using advanced business intelligence tools and data—
Revised maintenance programs could save up to $170,000 per year in total
maintenance costs. This would be achieved by moving vehicles to a usage based
maintenance model in which the collection of mileage data by the system alerts us
to do a PM only when it approaches a use threshold.

v Less vehicles because of improved capabilities to share assets among some groups
of workers—Reduced total fleet acquisition costs, higher utilization, reduced fixed
and variable expenses.

v" Improved routing and fuel savings—New operations driven tools could reduce total
fuel consumption by expediting vehicles from job to job.

v' Customer Service savings driven by reduced calls to the call center—The three year
average for complaint calls related to vehicles and the potential whereabouts of
people doing work on behalf of Avista totals 55 call hours per year using customer
complaint records and an average call duration of 6.5 minutes.

Business Case Justification Narrative Page 5 of 11
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1.5 Supplemental Information

1.5.1 Please reference and summarize any studies that support the problem

See the Driver Safety Team report out February 2018 by Greg Loew and Tony
Klutz

1.5.2 For asset replacement, include graphical or narrative representation of metrics
associated with the current condition of the asset that is proposed for
replacement.

The current network for Zonar will cease operation in 2022. As noted in section
1.1 several functions were noted as missing for future anticipated business

processes.
Option Capital Cost Start Complete
Implement Telematics 2025 $2,385,500M 01 2021 06 2023
Partial implementation of Telematics 2025 $1,850,000M 01 2021 12 2021
Upgrade Zonar to 4G devices $157,500 03 2021 10 2021

Business Case Justification Narrative Page 6 of 11
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2.1 Describe what metrics, data, analysis or information was considered when
preparing this capital request.

Telematics Capabilities

Problem Statement

Identify a telematics solution that provides safety and compliance data on vehicles doing work
on behalf of Avista and enables or supports solutions connected to the digital worker of the

future.
Required Priorit |Focus
Functionality - | Details - |Alternatives =
Electronic Inspections The completion and documentation of DOT required inspections plus pre-flight inspections Paper
Regulatory Mileage
Reporting Multiple federal and state agencies require exact mileage to be reported per state N/A
Diagnostic Alerting and
Reporting The ability for the truck to push diagnostic trouble codes to Fleet N/A

AssetWorks Integration

Pushing mileage to database to act as system of record eliminating the need for the vehicle ledge|N/A

iOS Compatible

Must work on iOS devices N/A

Driver Behavior Scoring
and Coaching

Feed back mechanism to help drivers know how they are driving In cab or daily summary

4G and 5G capable 3G network is at end of life N/A
Customer
Customer facing info Customer know who the worker is that will be serving them and visibility into when they will be t{N/A Service
Utilization Reporting and mechanisms for understanding under utilized equipment N/A Fleet
Idle Reduction Knowing what it productive idle and non-productive idle N/A Fleet
ECM data/Vehicle Maintain current system
Performance Real-time performance data to build dynamic maintenance response of time base Fleet
Integration for
Distribution Dispatch Showing vehicle assets to distribution dispatchers to improve dispatch capabilities N/A IT
Work Flow Management [Match personnel and resources to work requiring completion (work management) (maybe a tie toN/A Operations
Assumptions based on
Driver Identification Knowing who is driving every single truck every time it moves inspection Safety
Behavior Metrics Data analysis info to understand trends and habits N/A Safety
Uses air bag computer
Accident Reconstruction [Capability to record some amount of data that can be analyzed after minor crashes after major crashes Safety
Integration of mulitple
telemetry data systems  |Trailers and other AVA assets can use different location systems. Put everything one syste Fleet
Auxiliary System Data
Capture Capability to capture data from other systems installed on the truck (back up sensors, seatbelt usgN/A Safety

GPS location for non
motorized units

Find the lost trailer N/A

Fleet

Vehicle Hotspot

Current system with

Vehicle based data connection point rugged laptops

IT

App that could be installed on contractors phone to know where they are at in our system (think

Smart Phone App gas survey) N/A IT
Productivity Expedited routing N/A Operations
Co-Location Where are supervisors (GFs, managers) in relations to crews N/A Safety
Mobile Device Use Utilizing mobile device app integrated with telematics to know if the phone is used while vehicle [App deployed with MDM
Reporting is in motion solution Safety
Satellite Connectivity For use in remote wilderness areas N/A Safety
One vehicle for each
Vehicle Pooling Dynamic assignment of available vehicle to worker requiring vehicle worker Fleet
Forward facing camera
Driver Cameras Forward and rear facing in cab cameras only Safety

Reference key points from external documentation, list any addendums, attachments etc.

Business Case Justification Narrative
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2.2 Discuss how the requested capital cost amount will be spent in the current
year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverables that will result from the capital spend?). Include
any known or estimated reductions to O&M as a result of this investment.
Telematics 2025 will be implemented over a three year period beginning in 2021 in
order to meet 3G obsolescence. In year one our commercial fleet will be functional and
on the new systems. In years two and three we will bring our light duty vehicles fully on

to the platform plus trailers and complete integrations to systems like Assetworks,
Intelex and Oracle.

On an ongoing basis the operational costs for telematics flow to the Fleet Clearing
Account. From there a portion of the costs go to capital and some to O&M depending
on the class of vehicle. Vehicle rates for light duty trucks and trailers will see a small
impact from this technology.

2.3 Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.
Telematics 2025 will continue to be used by Fleet and Distribution Ops. The CX project

will use the data stream from this system as described in section 1.1. Vehicle
electrification efforts have the potential to tap into the platform.

2.4 Discuss the alternatives that were considered and any tangible risks and
mitigation strategies for each alternative.

Upgrade existing system. Preserve current functionality with technology that
does not meet current or future business needs across the enterprise.
Partial install on only the on-road portion of our fleet (excludes trailers)

Partial install of new system on commercial motor vehicles only. Preserves
current functionality does not integrate or capture almost a third of all Avista
owned vehicles. Many safety and operational benefits would not be met.

2.5 Include a timeline of when this work will be started and completed.
Describe when the investments become used and useful to the customer.

$1.1M Q1-2021 Q2-2021 Q3-2021 Q4-2021
Project Product Vehicle installs | Project
planning ordering TTPs as | planning and
districts or orgs | remaining TTP
completed
$675K Q1-2022 Q2-2022 Q3-2022 Q4-2022
Planning and | Integrations, Remaining 2"
SOW installs and | year  project
TTP TTP
$612.5K Q1-2023 Q2-2023 Q3-2023 Q4-2022
Planning and | Integrations,
SOW installs and
final TTP

Business Case Justification Narrative
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2.6

2.7

2.8

Discuss how the proposed investment aligns with strategic vision, goals,
objectives and mission statement of the organization.

Enhancing the telematics in the fleet vehicles directly aligns with the four focus areas;
customers, people, perform and invent.

Customers are better served by providing a platform that enables notifications and
awareness of crew arrival times. Avista Employees are better served through
interactive coaching and feedback on their driving behavior. Performance is better
served through the enhanced integrations that are enabled and the information that can
be shared across multiple systems. Invention is served by recognizing that the
expectations of customer service has changed, and that technology is required, not
only in our back office but in the front-line vehicles that serve as the initial touchpoint
for many customer interactions

Include why the requested amount above is considered a prudent
investment, providing or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated throughout the project

The majority of Telematics 2025 scope is the replacement of a system that will no
longer operate after February 2025. As outlined in section 1.1 our next generation
telematics will enable additional functions and help streamline analog processes.
Project management and business case owner will continue to review the scope of
the project for material changes.

Supplemental Information

2.8.1 Identify customers and stakeholders that interface with the business case

Stakeholder Name Department

Andrea Pike Customer Service
Reuben Arts Distribution Dispatch
Amy Parsons Finance

Mike Faulkenberry Gas Ops

Alexis Alexander GPSS

Mike Littrel Enterprise Technology
Jon Thompson Enterprise Technology

2.8.2 Identify any related Business Cases
None at this time

Business Case Justification Narrative Page 9 of 11
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3.1 Steering Committee or Advisory Group Information

Mike Littrel

Erica Ellis

Kim Boynton

Matt Redding

Eric Rosentrater

Jason Johnson

Steve Aubuchon

Russ Feist

Jim Corder

3.2 Provide and discuss the governance processes and people that will

provide oversight

This project reports in with the executive advisory committee comprised of:

Heather Rosentrater

Jason Thackston

Jim Kensok

Bryan Cox

3.3 How will decision-making,

documented and monitored

prioritization,

and change requests be

The project manager and the business case owner will be responsible for monitoring
and recording priority changes and material change requests. Full values and scope to
be determined at a later date.

Business Case Justification Narrative
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The undersigned acknowledge they have reviewed the Telematics 2025 and agree
with the approach it presents. Significant changes to this will be coordinated with
and approved by the undersigned or their designated representatives.

Signature: Date:  7/24/20

Print Name: Gregory Loew

Title: Fleet Manager

Role: Business Case Owner

Signature: Date: 7/28/2020
Print Name: Dan Johnson

Tltle Director, Shared Services

Role: Business Case Sponsor

Signature: Date:

Print Name:

Title: Shared with committee on 7/24/20 via email

Role: Steering/Advisory Committee Review

Template Version: 05/28/2020
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1 GENERAL INFORMATION

Requested Spend Amount $17,917,613

Requesting Organization/Department IS/IT

Business Case Owner Andy Leija

Business Case Sponsor Jim Corder/Hossein Nikdel
Sponsor Organization/Department IS/IT

Category Program

Driver Asset Condition

1.1 Steering Committee or Advisory Group Information

The Enterprise Technology Department serves as a shared service business unit
that supports technology infrastructure and information systems for the enterprise.
The Technology Refresh to Sustain Business Processes Business Case has
three levels of governance: The Executive Technology Steering Committee (ETSC);
Technology Planning Group (TPG) of Directors; and Program/Project Steering
Committees. Applicable stakeholders and disciplines meet regularly to govern the
business case and subsequent programs and projects (i.e. software delivery,
electrical engineering, accounting, energy delivery, technology, etc.)

The TPG sets priority across the
technology investment portfolio,
balancing: strategic alignment,
business value, and customer
benefits, as driven by the strategic
initiatives  established by the
ETSC. The Capital Planning
Group (CPG), an independent
body, establishes funding
allocations for each Business
Case across the enterprise.

The Business Case is largely

limited by the funding allocation

and resource capacity (staff) to

meet its goals. The funding is

generally established at the

Business Case level by the CPG. The resource capacity constraint is generally
managed by the TPG and the Business Case owner. Once the two constrains are
established, the Business Case owner will work with steering committee(s) to set
project priority and sequence over a five year planning period.

Each program and project steering committee meet regularly to review the backlog
of demand to that align with Avista’s strategies. They oversee scope, schedule and

Business Case Justification Narrative Page 1 of 5
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budget within their respective programs and projects and inform the Business Case
owner of any changes needing escalation to the TPG or CPG for decision-making
around resource or funding constraints.

During an annual planning cycle (July — September), the Business Case owner
surfaces the project demand for the upcoming five years to the TPG and ETSC. After
review for resource capacity, strategic alignment, and risk, the investment plan is
submitted to the CPG for funding consideration across all other Business Cases.
The CPG then provides a revised funding allocation to each Business Case. The
revised allocation then requires the TPG to review and revise the investment plan to
fit within the new funding allocation. This establishes the annual investment plan
under this Business Case. Steering committees prioritize technology asset risk
within the two constraints (resource capacity and funding) for each year. Technology
asset refresh funding is generally assigned priority in this sequence: Safety, Energy
Control, Customer Facing, and Back Office.

2 BUSINESS PROBLEM

The Technology Refresh to Sustain Business Processes program is in place to
provide for replacement of existing technology in alignment with the manufacturer
product roadmaps for application and technology lifecycles. Not only is the asset
condition of technology subject to the traditional mortality rate or lifecycle, but it is
compounded by planned obsolescence, also known as technology obsolescence’.
That is whereby the technology asset although within its functional lifespan is
technologically flawed or no longer meets the need of users or customers, as
expectations increase due to newer and more powerful technology is available in
the market. Reliance on obsolete technology for automated business process
presents significant risk that may only be solved with the reinstatement of manual
process. Sustaining business process by replacing automation with workforce would
increase labor expense.

Additionally, with the rapid pace of technological change, technology vendors
require continuous upgrades to maintain system maintenance and support, which
can include security patching, bug fixes, version upgrades, interoperability, and
compatibility with other technologies. These upgrades can in turn drive subsequent
system replacements, creating a cascading event of change. Therefore, vendor
roadmaps and technology asset lifecycles are data points that inform Avista on how
best to plan replacements, while meeting business value and strategic alignment,
within the constraints of resource capacity and funding, which in turn can result in
deferred replacement introducing the risk of technology failure.

Below is a graph that illustrates the technology replacement demand across the six
technology domains (Networks, Communications, Distributed, Central,

! Barreca, Stephen L. (1998-2000). Technology Lifecycles and Technology Obsolescence. Retrieved from
http://beri.com/products/publications.htm
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Environmental and Applications) under this Business Case. As you can see, the
greatest increase is in Networks and Applications.

Technology Refresh Spend by Year

® Networks  ® Communications Distributed ®Central  ® Environmental Applications
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The Annual Investment Plan reviewed by the TPG and ETSC monitors the risks of
deferred replacements or upgrades to maintain a stable and reliable application and
computing platform that allows for the safe and reliable operation of our electric and
natural gas infrastructures, as well as deliver on customer demands.

3 PROPOSAL AND RECOMMENDED SOLUTION

Option Capital Cost Start Complete
Do nothing (No funding) $1.9 MM 012017 12 2017
Fund at current level Approx. $18 MM 01 2017 12 2017
Fund at lower level <$18 MM 012017 12 2017

The monetized value of “no funding” alternative is $1.9 million per year

The basis for measuring the business impact of not funding the Technology Refresh
to Sustain Automated Business Process Business Case program is realizing the loss
of business process automation. As technology products reach manufacturer
planned or real obsolescence, they then cease product maintenance and product
support, the automation value is jeopardized and business risk is increased. This
condition would drive action. The “no funding” alternative would lead to a mitigation
plan of having to remove the automation.

Funding at current level analysis

According to Avista’s technology asset management system of record, which stores
over 10,000 assets, 25% of the in-service assets are beyond manufacturer lifecycle.
The Business Case owner analyzed project demand, resource capacity, and pace

Business Case Justification Narrative Page 3 of 5
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of change, and determined that the 2016 funding level is adequate to maintain a
balance among the constraints (demand, capacity, funding). The results of the
analysis were presented to the ETSC and TPG, with the recommendation and
requested an annual analysis to validate the investment portfolio, while managing
the risk of deferring technology upgrades and replacements.

Technology Refresh 2016 eSpend
$8 000,000

Technology Refresh: $18 million

$7,000,000

Workforce 54%: $9 7 million

Workforce: 72 ETE $67/hour

$6,000,000

$5.000.000

54,000,000

$3,000,000

$2,000,000

$1,000,000 .
2 |

Funding at a lower level

As described above, funding the Technology Refresh to Sustain Automated
Business Process Business Case at a lower level would increase the number of
technology assets that would need to be deferred, thereby increasing risk of
technology obsolescence, losing maintenance and support, and reducing
automation efficiencies. Annual investment planning efforts will inform ETSC and
TPG of the risks associated with continuous deferrals.

® produrts

1 sErvices
» employee
= staff aug

The Business Case aligns directly with the Asset Condition driver and Avista’s
strategic initiatives of providing a Safe and Reliable Infrastructure and delivering
more value to more customers and strengthen engagement. As a shared service, a
majority of the IS/IT Business Case supports automated business functions, which
many departments depend on to manage costs and maintain staff efficiencies.
Concomitantly, many of the technology solutions (devices, systems, applications,
etc.) provide direct support to all Avista customers, while the remaining provide
indirect benefit through operational efficiencies, field mobility, and safer conditions.

Business Case Justification Narrative Page 4 of 5
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4 APPROVAL AND AUTHORIZATION

The undersigned acknowledge they have reviewed the Technology Refresh to
Sustain Automated Business Process Business Case and agree with the
approach it presents and that it has been approved by the steering committee or
other governance body identified in Section 1.1. The undersigned also acknowledge
that significant changes to this will be coordinated with and approved by the
undersigned or their designated representatives.

Signature: Date 04/2017
Print Name  Andy Leija
Title: IT Delivery Manager
Role: Business Case Owner
Signature: Date 04/2017
Print Name in  kdel
Title: Application System Planning Director
Role: Business Case Sponsor
Signature: Date 04/2017
Print Name  Jim Corder
Title: Infrastructure Technology and Security
Director
Role Business Case Sponsor

5 VERSION HISTORY

By

1.0 Andy Leija 04/12/17 ET Directors 04/14117 Initial version

Template Version: 03/07/2017

Business Case Justification Narrative Page 5 of 5



AVISTA / 702-Revised
Baldwin-Bonney / Page 135 of 378

Technology Refresh to Sustain Business Process

1 GENERAL INFORMATION

Requested Spend Amount $17,917,613

Requesting Organization/Department IS/IT

Business Case Owner Andy Leija

Business Case Sponsor Jim Corder/Hossein Nikdel
Sponsor Organization/Department IS/IT

Category Program

Driver Asset Condition

1.1 Steering Committee or Advisory Group Information

The Enterprise Technology Department serves as a shared service business unit
that supports technology infrastructure and information systems for the enterprise.
The Technology Refresh to Sustain Business Processes Business Case has
three levels of governance: The Executive Technology Steering Committee (ETSC);
Technology Planning Group (TPG) of Directors; and Program/Project Steering
Committees. Applicable stakeholders and disciplines meet regularly to govern the
business case and subsequent programs and projects (i.e. software delivery,
electrical engineering, accounting, energy delivery, technology, etc.)

The TPG sets priority across the
technology investment portfolio,
balancing: strategic alignment,
business value, and customer
benefits, as driven by the strategic
initiatives  established by the
ETSC. The Capital Planning
Group (CPG), an independent
body, establishes funding
allocations for each Business
Case across the enterprise.

The Business Case is largely

limited by the funding allocation

and resource capacity (staff) to

meet its goals. The funding is

generally established at the

Business Case level by the CPG. The resource capacity constraint is generally
managed by the TPG and the Business Case owner. Once the two constrains are
established, the Business Case owner will work with steering committee(s) to set
project priority and sequence over a five year planning period.

Each program and project steering committee meet regularly to review the backlog
of demand to that align with Avista’s strategies. They oversee scope, schedule and
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budget within their respective programs and projects and inform the Business Case
owner of any changes needing escalation to the TPG or CPG for decision-making
around resource or funding constraints.

During an annual planning cycle (July — September), the Business Case owner
surfaces the project demand for the upcoming five years to the TPG and ETSC. After
review for resource capacity, strategic alignment, and risk, the investment plan is
submitted to the CPG for funding consideration across all other Business Cases.
The CPG then provides a revised funding allocation to each Business Case. The
revised allocation then requires the TPG to review and revise the investment plan to
fit within the new funding allocation. This establishes the annual investment plan
under this Business Case. Steering committees prioritize technology asset risk
within the two constraints (resource capacity and funding) for each year. Technology
asset refresh funding is generally assigned priority in this sequence: Safety, Energy
Control, Customer Facing, and Back Office.

2 BUSINESS PROBLEM

The Technology Refresh to Sustain Business Processes program is in place to
provide for replacement of existing technology in alignment with the manufacturer
product roadmaps for application and technology lifecycles. Not only is the asset
condition of technology subject to the traditional mortality rate or lifecycle, but it is
compounded by planned obsolescence, also known as technology obsolescence’.
That is whereby the technology asset although within its functional lifespan is
technologically flawed or no longer meets the need of users or customers, as
expectations increase due to newer and more powerful technology is available in
the market. Reliance on obsolete technology for automated business process
presents significant risk that may only be solved with the reinstatement of manual
process. Sustaining business process by replacing automation with workforce would
increase labor expense.

Additionally, with the rapid pace of technological change, technology vendors
require continuous upgrades to maintain system maintenance and support, which
can include security patching, bug fixes, version upgrades, interoperability, and
compatibility with other technologies. These upgrades can in turn drive subsequent
system replacements, creating a cascading event of change. Therefore, vendor
roadmaps and technology asset lifecycles are data points that inform Avista on how
best to plan replacements, while meeting business value and strategic alignment,
within the constraints of resource capacity and funding, which in turn can result in
deferred replacement introducing the risk of technology failure.

Below is a graph that illustrates the technology replacement demand across the six
technology domains (Networks, Communications, Distributed, Central,

! Barreca, Stephen L. (1998-2000). Technology Lifecycles and Technology Obsolescence. Retrieved from
http://beri.com/products/publications.htm
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Environmental and Applications) under this Business Case. As you can see, the
greatest increase is in Networks and Applications.

Technology Refresh Spend by Year
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The Annual Investment Plan reviewed by the TPG and ETSC monitors the risks of
deferred replacements or upgrades to maintain a stable and reliable application and
computing platform that allows for the safe and reliable operation of our electric and
natural gas infrastructures, as well as deliver on customer demands.

3 PROPOSAL AND RECOMMENDED SOLUTION

Option Capital Cost Start Complete
Do nothing (No funding) $1.9 MM 012017 12 2017
Fund at current level Approx. $18 MM 01 2017 12 2017
Fund at lower level <$18 MM 012017 12 2017

The monetized value of “no funding” alternative is $1.9 million per year

The basis for measuring the business impact of not funding the Technology Refresh
to Sustain Automated Business Process Business Case program is realizing the loss
of business process automation. As technology products reach manufacturer
planned or real obsolescence, they then cease product maintenance and product
support, the automation value is jeopardized and business risk is increased. This
condition would drive action. The “no funding” alternative would lead to a mitigation
plan of having to remove the automation.

Funding at current level analysis

According to Avista’s technology asset management system of record, which stores
over 10,000 assets, 25% of the in-service assets are beyond manufacturer lifecycle.
The Business Case owner analyzed project demand, resource capacity, and pace
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of change, and determined that the 2016 funding level is adequate to maintain a
balance among the constraints (demand, capacity, funding). The results of the
analysis were presented to the ETSC and TPG, with the recommendation and
requested an annual analysis to validate the investment portfolio, while managing
the risk of deferring technology upgrades and replacements.

Technology Refresh 2016 eSpend
$8 000,000

Technology Refresh: $18 million

$7,000,000

Workforce 54%: $9 7 million

Workforce: 72 ETE $67/hour

$6,000,000

$5.000.000

54,000,000

$3,000,000

$2,000,000

$1,000,000 .
2 |

Funding at a lower level

As described above, funding the Technology Refresh to Sustain Automated
Business Process Business Case at a lower level would increase the number of
technology assets that would need to be deferred, thereby increasing risk of
technology obsolescence, losing maintenance and support, and reducing
automation efficiencies. Annual investment planning efforts will inform ETSC and
TPG of the risks associated with continuous deferrals.

® produrts

1 sErvices
» employee
= staff aug

The Business Case aligns directly with the Asset Condition driver and Avista’s
strategic initiatives of providing a Safe and Reliable Infrastructure and delivering
more value to more customers and strengthen engagement. As a shared service, a
majority of the IS/IT Business Case supports automated business functions, which
many departments depend on to manage costs and maintain staff efficiencies.
Concomitantly, many of the technology solutions (devices, systems, applications,
etc.) provide direct support to all Avista customers, while the remaining provide
indirect benefit through operational efficiencies, field mobility, and safer conditions.
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4 APPROVAL AND AUTHORIZATION

The undersigned acknowledge they have reviewed the Technology Refresh to
Sustain Automated Business Process Business Case and agree with the
approach it presents and that it has been approved by the steering committee or
other governance body identified in Section 1.1. The undersigned also acknowledge
that significant changes to this will be coordinated with and approved by the
undersigned or their designated representatives.

Signature: Date 04/2017
Print Name  Andy Leija
Title: IT Delivery Manager
Role: Business Case Owner
Signature: Date 04/2017
Print Name in  kdel
Title: Application System Planning Director
Role: Business Case Sponsor
Signature: Date 04/2017
Print Name  Jim Corder
Title: Infrastructure Technology and Security
Director
Role Business Case Sponsor

5 VERSION HISTORY

By

1.0 Andy Leija 04/12/17 ET Directors 04/14117 Initial version

Template Version: 03/07/2017
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EXECUTIVE SUMMARY

Avista has developed and maintains an Enterprise Business Continuity Program to
continually enhance and improve the Company’s emergency response, business
continuity, and disaster recovery capabilities to ensure the continuity of its critical
business process and systems under crisis conditions. The program includes the key
areas of technology recovery, alternate facilities, and overall business processes. The
effort of developing and continuously improving the program ensures the readiness of
systems, procedures, processes, and people required to support our customers and our
communities in the event of a disaster.

The capital budget request of $2,160,000 funds projects that benefit Avista customers by
mitigating service interruptions due to a disaster by continually enhancing and improving
emergency response, business continuity, and disaster recovery capabilities. Not
approving this business case or its recommended funding can pose risks to the business
processes and systems that support the delivery of safe and reliable energy.

VERSION HISTORY

Version | Author Description Date Notes
Draft Andru Miller Initial draft of the original business case | 6/30/2020

GENERAL INFORMATION

Requested Spend Amount $2,160,000

Requested Spend Time Period 5 years

Requesting Organization/Department Security

Business Case Owner | Sponsor Clay Storey | Clay Storey
Sponsor Organization/Department Enterprise Security

Phase Choose an item.

Category Program

Driver Performance & Capacity

1. BUSINESS PROBLEM

1.1 What is the current or potential problem that is being addressed?

Severe storms, natural disasters, and significant security events are
unpredictable and, while they may have a low probability, they can have a high
consequence. These types of low frequency, high consequence events can

Business Case Justification Narrative Page 1 of 5
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1.2

1.3

1.4

1.5

have an impact on the resources Avista depends on for its operations. Many of
Avista’s critical business processes are now more than ever dependent on data,
communication networks, and computer systems. Prolonged failure of any of
these resources could have a significant impact on Avista’s ability to sustain gas
and electric operations for its customers.

Discuss the major drivers of the business case and the benefits to the
customer

Performance & Capacity is the primary driver for the Enterprise Business
Continuity business case as the projects it funds generally enhance or address
performance or technology capacity constraints.

Identify why this work is needed now and what risks there are if not
approved or is deferred

The ability to maintain uninterrupted services and/or recover quickly in the event
of a disaster is critical to serving our customers. Technology investments are
needed annually to continue to enhance the resiliency of systems that support
critical business processes. Not approving or deferring investments in this
business case could limit Avista’s disaster recovery abilities.

Identify any measures that can be used to determine whether the
investment would successfully deliver on the objectives and address the
need listed above.

Avista conducts an annual disaster recovery exercise to evaluate the
effectiveness of its program. This exercise, along with utility industry forums,
counsels, and organizations provide Avista with a strong baseline from which to
measure its recovery capabilities and channel the appropriate level of
investment to address any identified issues or risks.

Supplemental Information
1.5.1 Please reference and summarize any studies that support the problem

N/A

1.5.2 For asset replacement, include graphical or narrative representation of metrics
associated with the current condition of the asset that is proposed for
replacement.

The requested funding level will address the highest risks that can’t wait until the next
technology refresh cycle. Itis recommended that this level of funding continue rather
than potentially deferring the work 3-5 years since this program is meant to address

high-risk deficiencies in a shorter cycle than a typical refresh cycle.
Option Capital Cost Start Complete
Address business continuity gaps outside of $2,160,000 01 2021 12 2025

technology refresh or expansion projects

Business Case Justification Narrative Page 2 of 5
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Describe what metrics, data, analysis or information was considered when
preparing this capital request.

The historical spending trend has been $405,000 annually. The requested
funding level is derived from actual estimates for projects to maintain and enhance
Avista’s ability to respond and continue operations in the event of major disasters.
Based on the consistent spend of $405,000 annually over the past five years to
provide business continuity in the event of a disaster, and project estimates to
continue to deliver disaster recovery solutions, there is a high level of confidence
the requested annual budget will fully be utilized.

2.2

2.3

2.4

2.5

Discuss how the requested capital cost amount will be spent in the current
year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverables that will result from the capital spend?). Include
any known or estimated reductions to O&M as a result of this investment.

This business case supports simultaneous projects over multiple years to
enhance our disaster recovery and business continuity capabilities. Each
project within the business case evaluates the potential impact to O&M.

[Offsets to projects will be more strongly scrutinized in general rate cases going forward (ref. WUTC Docket No. U-190531 Policy
Statement), therefore it is critical that these impacts are thought through in order to support rate recovery.]

Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.

Business continuity and disaster recovery solutions for business functions can
have an impact on how the function will be performed during a disaster. As a
business case with multiple projects, Avista’s project management office (PMO)
tools and processes will be leveraged to coordinate and collaborate through
standardized change management any changes to the business functions.

Discuss the alternatives that were considered and any tangible risks and
mitigation strategies for each alternative.

Not funding the program was considered. If the program was not funded, the
risk of not having adequate recovery capabilities would have to be tied to the
technology refresh cycles which is typically 3-5 years.

Include a timeline of when this work will be started and completed.
Describe when the investments become used and useful to the customer.
spend, and transfers to plant by year.

Since this business case is comprised of projects running concurrently over
multiple years, each project designates its completion and transfer-to-plant
timeline.

Business Case Justification Narrative Page 3 of 5
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2.6

2.7

2.8

3.1

3.2

3.3

Discuss how the proposed investment aligns with strategic vision, goals,
objectives, and mission statement of the organization.

This business case best aligns with Avista’s focus area of Perform as having
reliable systems is essential to serving our customers.

Include why the requested amount above is considered a prudent
investment, providing or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated throughout the project.

The prudency of the program’s projects will be evaluated by its governing body
and adjusted as necessary.

Supplemental Information

2.8.1 Identify customers and stakeholders that interface with the business case

Each project within the business case will consider stakeholders during the
chartering process.

2.8.2 Identify any related Business Cases
- None

Steering Committee or Advisory Group Information

Each project will have steering committees to monitor scope, schedule, and
budget.

Provide and discuss the governance processes and people that will
provide oversight

Project Steering Committees act as the governing body over each project within
the program and will consist of key members in management positions that are
identified as responsible for the successful completion of the scope of work
identified in the Charter document for the Project.

How will decision-making, prioritization, and change requests be
documented and monitored

The Project Steering Committee is responsible to provide guidance and make
decisions on key issues that affect the following topics: scope, schedule, budget,
project issues, and project risks.

Business Case Justification Narrative Page 4 of 5
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The undersigned acknowledge they have reviewed the Enterprise Business
Continuity business case and agree with the approach it presents. Significant
changes to this will be coordinated with and approved by the undersigned or their
designated representatives.

DocuSigned by:

t ~07-2020 | 9:35
Signature: B70 gsg?geme_.. Date: AU ! T
Print Name: Clay Storey
Title: Director of Security, IT & Security

Management
Role: Business Case Owner

DocuSigned by:
. St Aug-07-2020 | 9:35 PM PDT

Slgnature B7O QSF?Qng:;?&. Date
Print Name: Clay Storey
Title: Director of Security, IT & Security

Management
Role: Business Case Sponsor
Signature: Date:
Print Name:
Title:
Role: Steering/Advisory Committee Review

Template Version: 05/28/2020
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EXECUTIVE SUMMARY

Cyber security measures along with physical security is an expectation of all companies
today by its customers. Especially companies considered critical infrastructure that are
required to meet specific compliance standards. Protecting vital electric and gas services
from cyber-attacks greatly benefits Avista’'s customers. In addition to protecting gas and
electric services, cyber and physical security tools mitigate risks like theft and vandalism
on Avista properties and identity theft and payment transactions from online attacks.

The capital budget request of $12,900,000 for Enterprise Security funds the technology,
tools, and systems that benefit all Avista customers as the funded projects maintain and
enhance Avista’s security posture to minimize the risks associated with cyber intrusions.
Not approving this business case or its recommended funding can pose risks to the
systems that Avista depends on to conduct business and delivery safe and reliable
energy.

VERSION HISTORY

Version | Author Description Date Notes
Draft Andru Miller Initial draft of original business case 6/30/2020

GENERAL INFORMATION

Requested Spend Amount $12,900,000

Requested Spend Time Period 5 years

Requesting Organization/Department Security

Business Case Owner | Sponsor Clay Storey | Clay Storey

Sponsor Organization/Department

Phase Choose an item.
Category Program
Driver Performance & Capacity

1. BUSINESS PROBLEM

1.1 What is the current or potential problem that is being addressed?

Business Case Justification Narrative Page 1 of 6
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The security of our electric and natural gas infrastructure is a significant priority at
a national and state level and is of critical importance to Avista. Threats from
cyberspace, including viruses, phishing, and spyware, continue to test our
industry’s capabilities. And while these malicious intentions are often unknown, it
is clear the methods are becoming more advanced and the attacks more
persistent. In addition to these threats, the vulnerabilities of hardware and software
systems continue to increase, especially with industrial control systems such as
those supporting the delivery of energy. For these reasons, Avista must continue
to advance its cybersecurity program and invest in security controls to prevent,
detect, and respond to these increasingly frequent and sophisticated attacks.

1.2 Discuss the major drivers of the business case and the benefits to the
customer

Performance & Capacity is the primary driver for the business case as the
projects it funds address security risks with the use of technology that keeps our
systems secure and reliable.

1.3 Identify why this work is needed now and what risks there are if not
approved or is deferred

Addressing security risks has been and will continue to be an ongoing issue. If
the funding is not approved or is deferred, this increases the likelihood of a
security event that could impact Avista’s operations.

1.4 Identify any measures that can be used to determine whether the
investment would successfully deliver on the objectives and address the
need listed above.

Avista utilizes third party assessments to evaluate the effectiveness of its
security posture. These assessments, along with utility industry forums,
counsels, and organizations provide Avista with a strong baseline from which to
measure its security capabilities and channel the appropriate level of investment
to mitigate identified risks.

1.5 Supplemental Information

1.5.1 Please reference and summarize any studies that support the problem
N/A

1.5.2 For asset replacement, include graphical or narrative representation of metrics
associated with the current condition of the asset that is proposed for
replacement.

Security assets such as firewalls, intrusion prevention, anti-virus, and endpoint

protection systems must be regularly updated or replaced as they reach their

end of life so they don’'t become unreliable and become a security risk due to
not being able to be patched.

The Enterprise Security business case provides funding for cyber and physical
security-related projects and supports Avista’s safe and reliable infrastructure
strategy. The projects funded by this business case protect Avista’s people,

Business Case Justification Narrative Page 2 of 6
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assets, and information. Without proper security protection the risk to Avista’'s
people, assets, and information increases.

Option Capital Cost Start Complete
Address 80% of obsolete technology and emerging $12,900,000 01 2021 12 2025
risks (Recommended)

Address 40% of obsolete technology and emerging $5,400,000 01 2021 12 2025
risks

Address 100% of obsolete technology and emerging $22,500,000 01 2021 12 2025
risks

2.1 Describe what metrics, data, analysis or information was considered when

2.2

2.3

2.4

preparing this capital request.

The capital dollar request was derived from the historical annual spend
implementing security measures to reasonably mitigate risks based on input
from the programs governing body. It also takes into account estimates of in-
flight projects and a 1% per year increase for inflation for future projects.

Discuss how the requested capital cost amount will be spent in the current
year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverables that will result from the capital spend?). Include
any known or estimated reductions to O&M as a result of this investment.

This business case supports simultaneous projects over multiple years. This
business case expects to continue to deliver security systems that contribute to
threat reduction. Each project within the business case evaluates the potential
impact on O&M costs and staffing.

[Offsets to projects will be more strongly scrutinized in general rate cases going forward (ref. WUTC Docket No. U-190531 Policy
Statement), therefore it is critical that these impacts are thought through in order to support rate recovery.]

Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.

Security systems, processes, and procedures can have an impact on business
functions. As a business case with multiple projects, Avista’s project
management office (PMO) tools and processes will be leveraged to coordinate
and collaborate through standardized change management any changes to
business functions.

Discuss the alternatives that were considered and any tangible risks and
mitigation strategies for each alternative.

The first alternative strategy would be to fund the business case at roughly half
the recommended budget amount (40%). This alternative significantly

Business Case Justification Narrative Page 3 of 6




-82:1547A.7;36893A0-)A*& "

%" &A/(IA# Y A1 AR, ++11$(

AVISTA / 702-Revised
Baldwin-Bonney / Page 148 of 378

Enterprise Security

2.5

2.6

2.7

2.8

increases the risk of using outdated security systems to provide safe and reliable
service to Avista’s customers.

The second alternative would fully fund the business case and allow Avista the
ability to implement new security systems as they become available and replace
existing systems well before the end of their serviceability.

Include a timeline of when this work will be started and completed.
Describe when the investments become used and useful to the customer.
spend, and transfers to plant by year.

Since this business case is comprised of projects running concurrently over
multiple years, each one designates its own completion date and transfer-to-
plant.

Discuss how the proposed investment aligns with strategic vision, goals,
objectives and mission statement of the organization.

The projects funded by this business case protect Avista’'s people, assets and
information. Without proper security protection the risk to Avista’s people,
assets and information increases.

Include why the requested amount above is considered a prudent
investment, providing or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated throughout the project

Security measures to protect critical infrastructure is not only prudent, but
required. Reasonable and appropriate security measures are an expectation
from Avista’s customers. The prudency of the program’s investments will be
evaluated by its governing body every month and adjusted as necessary.

Supplemental Information

2.8.1 Identify customers and stakeholders that interface with the business case

The Enterprise Security business case significantly impacts all of Avista’s staff
and its customers. Each project within the business case must carefully
consider stakeholders and effected customers during the chartering process.

2.8.2 Identify any related Business Cases
This Enterprise Security business case replaced the following business cases:

- Enterprise Security Systems Refresh
- Enterprise Security Systems Expansion

Business Case Justification Narrative Page 4 of 6
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3.1

3.2

3.3

Steering Committee or Advisory Group Information

The Enterprise Security Committee will provide monthly recommendations and
guidance based on security operations center updates, business case financial
updates, and industry recommendations.

Provide and discuss the governance processes and people that will
provide oversight

The Enterprise Security Committee acts as the custodian and governance body
of security resources and investments which includes the Enterprise Security
Business Case. This group meets monthly and is composed of directors and
managers from most of the lines of business. In addition, each project funded
by the Enterprise Security Business Case has project-level steering committees.

How will decision-making, prioritization, and change requests be
documented and monitored

Project Steering Committees act as the governing body over each project within
the program and will consist of key members in management positions that are
identified as responsible for the successful completion of the scope of work
identified in the Charter document for the Project. The Project Steering
Committee is responsible to provide guidance and make decisions on key
issues that affect the following topics: scope, schedule, budget, project issues,
and project risks.

The Project Steering Committee will meet at the defined intervals documented
in the Charter of the project, and will be facilitated by an assigned Project
Manager from within the PMO Department.

The undersigned acknowledge they have reviewed the Enterprise Security business
case and agree with the approach it presents. Significant changes to this will be
coordinated with and approved by the undersigned or their designated

representatives. Docusigned by
Signature: Eam gﬂﬂﬁﬂ&. Date: Aug-07-2020 1 9331 P FOT
Print Name: Clay Storey
Title: Director of Security, IT & Security
Management
Role: Business Case Owner

Business Case Justification Narrative Page 5 of 6



-82:1547A.7;36893A0-)A*& "-%"&A-/(IA#% -A+'|A#("™ . ++//$( AVISTA / 702-Revised
-Revi
Baldwin-Bonney / Page 150 of 378

Enterprise Security

DocuSigned by:
Aug-07-2020 | 9:31 PM PDT
Signature: E gh’""? Date: 0 |
- BYOFO5F7O8104BE...
Print Name: Clay Storey
Title: Director of Security, IT & Security
Management
Role: Business Case Sponsor
Signature: Date:
Print Name:
Title:
Role: Steering/Advisory Committee Review

Template Version: 05/28/2020
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EXECUTIVE SUMMARY

Business processes require automated technology solutions to meet the overwhelming
need for data and information to make decisions. All industries, including the utility
industry, are reliant on the ability to produce, transmit, analyze, and store information to
meet various business requirements. Avista’s office, call center, and field staff require on-
demand information to meet customer expectations when providing gas and electric
service to customers across our service territory. The information can be critical to
prevent, reduce, affect, or optimize an outcome that benefits our customers. Technology
investments under the Endpoint Compute and Productivity Systems business case
enable our staff with information to optimize our business and be responsive to our
customers.

Traditionally, much of this technology was primarily driven by asset condition aligned with
asset management strategies. Technology lifecycles based on manufacturer product
roadmaps were critical to optimize the overall lifecycle value of the product. However,
more recently, we have witnessed an increase in vendor-driven planned obsolescence,
whereby the technology asset although within its functional lifespan is technologically
flawed or no longer meets the need of users or customers, as expectations increase due
to newer and more powerful technology that is available in the market. This has resulted
in a reclassification of the primary driver to performance and capacity, whereby the
Company balances the need to meet performance standards and system reliability for the
various technologies under this program with annual budget allocations, and their
respective technology lifecycles. This is a true balancing act that requires historical trend
analyses, technology road-mapping, and cost-control measures.

Technology solutions under this program include, but are not limited to, technology
required day-to-day to automate and enable business processes, such as Personal
Computer (PC) hardware and their operating systems, various handheld devices,
printers, configuration and management systems, productivity tools (e.g. Office 365), etc.
The costs associated with each solution can vary by the scale of the solution deployed,
as well as vendor licensing models. Therefore, each technology under this program
undergoes regular review of the levels of utilization and performance to determine if it is
meeting the expected performance standards and capacity requirements to maintain
system reliability under the established budget constraints. These reviews can result in
calling for additional investment under this program from time to time for technology either
falling behind technology lifecycles or predetermined performance standards, which can
pose risk to computing system reliability that may only be resolved with the reinstatement
of manual processes replacing automation with workforce, thereby increase labor costs,
human error, and overall processing delays.

VERSION HISTORY

Version | Author Description Date Notes
1.0 Walter Roys Initial BCJIN Draft 6/2017
11 Walter Roys Update Investment Driver 7/2019
2.0 Walter Roys Revision of BCJIN to new template 7/2020

Business Case Justification Narrative Page 1 of 11
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GENERAL INFORMATION

Requested Spend Amount $22,400,000

Requested Spend Time Period 5 years

Requesting Organization/Department Enterprise Technology
Business Case Owner | Sponsor Walter Roys | Jim Corder
Sponsor Organization/Department Enterprise Technology
Phase Monitor/Control

Category Program

Driver Performance & Capacity

1. BUSINESS PROBLEM

1.1

1.2

What is the current or potential problem that is being addressed?

Endpoint compute and productivity technology is not only subject to the
traditional mortality rate or lifecycle, but it is compounded by planned
obsolescence, also known as technology obsolescence.! That is, whereby, the
technology asset although within its functional lifespan is technologically flawed
or no longer meets the need of users or customers, as expectations increase
due to newer and more powerful technology (with greater performance and
capacity) that is available in the market.

Additionally, with the rapid pace of technological change, technology vendors
require continuous upgrades to maintain system maintenance and support,
which can include security patching, bug fixes, version upgrades,
interoperability, and compatibility with other technologies.

Discuss the major drivers of the business case (Customer Requested, Customer
Service Quality & Reliability, Mandatory & Compliance, Performance & Capacity, Asset

Condition, or Failed Plant & Operations) and the benefits to the customer

The Endpoint Compute and Productivity Systems Business Case is driven by
managing technology replacement according to manufacturer product
roadmaps with an objective to maintain infrastructure performance and align
infrastructure assets with business demand for capacity. Therefore, the major
driver for this business case is Performance & Capacity.

All Avista customers benefit from maintaining endpoint compute and productivity
systems, as this technology enables the Avista workforce to perform their day-
to-day job functions in delivering gas and electric service to our customers.

! Barreca, Stephen L. (1998-2000). Technology Lifecycles and Technology Obsolescence. Retrieved from
http://beri.com/products/publications.htm

Business Case Justification Narrative Page 2 of 11
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1.3

1.4

1.5

Identify why this work is needed now and what risks there are if not
approved or is deferred

Avista’s office, call center, and field staff require on-demand information to meet
customer expectations when providing gas and electric service to customers
across our service territory. The information can be critical to prevent, reduce,
affect, or optimize an outcome that benefits our customers. Additionally, the
endpoint compute and productivity technology is necessary to enable the
capabilities that align with our strategic goals of putting our customers at the
center.

Reliance on obsolete technology for automated business process presents
significant risk that may only be solved with the reinstatement of manual
process. Sustaining automated business process by replacing automation with
workforce would increase labor expense, and delay response times to meet
customer needs.

Identify any measures that can be used to determine whether the
investment would successfully deliver on the objectives and address the
need listed above.

Vendor roadmaps and technology asset lifecycles are data points that inform on
how best to plan replacements, while meeting business value and strategic
alignment, within the constraints of resource capacity and funding, which in turn
can result in deferred replacement introducing the risk of technology failure.
Ongoing reviews of vendor roadmap and technology asset lifecycle alignment
provide necessary information to track how much of our investment in
technology is lagging behind the vendor roadmap, and thereby introducing risk.
Additionally, assets that fail due to not being replaced within their technology
lifecycle are replaced by the Technology Failed Asset business case, which
tracks technology asset failures, and is also used as a data point to inform the
technology lifecycles under this business case.

Supplemental Information
1.5.1 Please reference and summarize any studies that support the problem

The Enterprise Technology team references various technology vendor and
third-party resources to stay informed and recommend decisions on the various
technology investments. A few sample sources are included below:

Barreca, Stephen L. (1998-2000). Technology Lifecycles and Technology
Obsolescence. Retrieved from http://bcri.com/products/publications.htm

Business Case Justification Narrative Page 3 of 11
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Directions on Roadmaps, Independent IT Planning Information and Advisory
Service focused exclusively on Microsoft enterprise software and services.
Retrieved from https://www.directionsonmicrosoft.com/

Gartner Industry Research and Reference Material. Retrieved from
https://www.gartner.com/en/information-technology

1.5.2 For asset replacement, include graphical or narrative representation of metrics
associated with the current condition of the asset that is proposed for
replacement.

Not applicable, as the investment under this program business case is to

maintain performance and capacity standards in each respective endpoint

compute and productivity technology.

This program will manage technology replacement according to manufacturer
product roadmaps with an objective to maintain infrastructure performance and align
infrastructure assets with business demand for capacity.

Although this is not the optimal solution, the recommended funding level will address
75% of obsolete products and capacity constraints, which will introduce risk
associated with technology systems’ reliability, interoperability, and capacity. The
investment required to address obsolete technology products will be deferred to
subsequent years, thereby creating a bow-wave of backed up technology
obsolescence that at some point will need to be addressed. This is no different than
pushing out buying winter tires for your car into the next winter. However, doing this
every winter may eventually catch up with you. The likelihood of technology impact
to automated business processes will increase. To minimize the impact of this risk,
the Program Steering Committee will manage project sequence according to the
investment priority documented in Section 3.2.

Option Capital Cost Start Complete
Recommended Solution — Address 75% obsolete $22.4 M 01 2021 12 2025
products and capacity constraints

Alternative #1 - Address 100% of obsolete products and $32.1 M 01 2021 12 2025
capacity constraints (recommended)

Alternative #2 - Address 50% obsolete products and $16.1 M 01 2021 12 2025
capacity constraints

Business Case Justification Narrative Page 4 of 11
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2.2

Describe what metrics, data, analysis or information was considered when
preparing this capital request.

The funds request was based on a calculation of the asset lifecycle associated
with each technology asset, the scope of the technology footprint across our
service territory, and historical project costs for technologies previously
refreshed under this business case. Through regular reviews, the program
balances the need to meet system performance and reliability standards for the
various technologies under this program within annual budget allocations, and
their respective technology lifecycles. These reviews can result in calling for
additional investment under this program from time to time for technology either
falling behind technology lifecycles or predetermined performance and reliability
standards.

A product obsolescence working group, consisting of Technology Domain
Architects, maintains technology roadmaps to inform Program Steering
Committee members of project demand. Project demand is assessed against
funding constraints each year and prioritized based on risk of technology impact
to the business. Various data points inform the team’s decisions and
recommendations, which include, but are not limited to vendor-driven
obsolescence, compute capacity and storage, historical project costs for similar
type projects, etc.

Discuss how the requested capital cost amount will be spent in the current
year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverables that will result from the capital spend?). Include
any known or estimated reductions to O&M as a result of this investment.

[Offsets to projects will be more strongly scrutinized in general rate cases going forward (ref. WUTC Docket No. U-190531 Policy
Statement), therefore it is critical that these impacts are thought through in order to support rate recovery.]

The funding requested under the Endpoint Compute and Productivity Business
Case will be invested in technology, such as:

Personal Computer (PC) systems
Vehicle PC mounting systems
Tablets

Print, Scan, & Fax systems

Global Positioning Systems (GPS)
Digital scale systems
Uninterruptable Power Supplies (UPS)
Other endpoint computer systems
PC Operating Systems (OS)

Virtual PC Systems

Virtualized application systems

End user PC productivity tools
Remote PC management systems
Configuration management systems

OO0OO0OO0OO0OO0OO0O0O0O0O0OO0OO0OO0ODO

@]
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2.3

2.4

0 Mobile computing systems
o Battery management systems

Investment in these technologies can result in added O&M expenses from
increase in licenses from time to time. However, not funding this business case
may result in removing automated business functions, which will either cause
delay in meeting business and customer demands or completely change
whether we can even respond to business and customer demands. There are
no O&M reductions or offsets resulting from these investments, as this
technology enables the Avista workforce to perform their day-to-day job
functions in delivering gas and electric service to our customers.

Reliance on obsolete technology for automated business process presents
significant risk that may only be solved with the reinstatement of manual
process. Sustaining automated business process by replacing automation with
workforce would increase labor expense.

Additionally, with the rapid pace of technological change, technology vendors
require continuous upgrades to maintain system maintenance and support,
which can include security patching, bug fixes, version upgrades,
interoperability, and compatibility with other technologies. These upgrades can
in turn drive subsequent system replacements, creating a cascading event of
change. Therefore, vendor roadmaps and technology asset lifecycles are data
points that inform on how best to plan replacements, while meeting business
value and strategic alignment, within the constraints of resource capacity and
funding, which in turn can result in deferred replacement introducing the risk of
technology failure.

Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.

All Avista business functions are affected by this business case, as it enables
all day-to-day work activities and automated business processes. From service
center to call center to field work, every worker requires endpoint technology to
perform their business function and deliver gas and electric service to our
customers.

Discuss the alternatives that were considered and any tangible risks and
mitigation strategies for each alternative.

Address 100% of obsolete products and capacity constraints
This is the optimal solution. This option fully addresses and minimizes the
likelihood of technology impact to automated business process.

Business Case Justification Narrative Page 6 of 11
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2.5

2.6

2.7

Address 75% of obsolete products and capacity constraints

This will introduce risk associated with technology systems reliability,
interoperability and capacity. The investment required to address obsolete
technology products is deferred to subsequent years. The likelihood of
technology impact to business is increased. To minimize the impact of this risk,
the Program Steering Committee will manage project sequence according to the
investment priority documented in Section 3.2.

Address 50% of obsolete products and capacity constraints

This will introduce risk associated with technology systems reliability,
interoperability and capacity. The investment required to address obsolete
technology products is deferred to subsequent years. The likelihood of
technology impact to business is increased. Interoperability constraints may
force unplanned funding requests. Multi-year, complex projects are at risk of
completion prior to product obsolescence. This option impacts the workforce.

Include a timeline of when this work will be started and completed.
Describe when the investments become used and useful to the customer.
spend, and transfers to plant by year.

This business case is a program that transfers to plant the total cost of each
project at the completion of every project, which can straddle calendar years.
Quarterly forecasts capture changes in transfers to plant based on project
status.

Discuss how the proposed investment aligns with strategic vision, goals,
objectives and mission statement of the organization.

The technology investments under this business case program align with
Avista’s vision to deliver ‘better energy for life’ to our customers and in the area
of ‘Perform’, which calls for “our focus on performance today to serving our
customers well and unlocking pathways to growth.”

Each investment under this business case program allows Avista to deliver
electric and gas services to our customers.

Include why the requested amount above is considered a prudent
investment, providing or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated throughout the project

The reason that the technology investment under this program business case is
prudent is because the Avista workforce requires this technology every day to
deliver gas and electric service to our customers either in an office, customer

Business Case Justification Narrative Page 7 of 11
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2.8

3.1

3.2

service center or in the field. Alternatives to each technology are considered,
yet not investing in it is not an option as automated business process would
either stop or be removed, thereby crippling our workforce’s ability to deliver gas
and electric service to our customers, respond to compliance requirements, and
conduct business operations and reporting. Additionally, a two-tiered
governance structure overseeing this business case program meets regularly to
oversee and make decisions on the needs, benefits, costs, and risks of each
investment.

Supplemental Information

2.8.1 Identify customers and stakeholders that interface with the business case

Nearly all Avista's workforce interface with the technology investments under
this business case. Selected leaders in organizational business units, known as
technology stakeholders, work closely with the technology teams to help with
business roadmaps, use case definition, gather non-functional requirements,
test design and deployment approaches to inform technology investments.

2.8.2 ldentify any related Business Cases

The technology investment under this business case allows for the deployment
and use of outputs from other business cases, such as application access and
delivery on personal computers and servers, connecting to a virtual private
network or cloud service, managing data storage and compute, security updates
and patching, etc.

Steering Committee or Advisory Group Information

The Endpoint Compute & Productivity Systems Business Case has two levels
of governance: The Program Steering Committee and the Project Steering
Committee.

Provide and discuss the governance processes and people that will
provide oversight

Program Steering Committee

This business case is a program of related projects. The Program Steering
Committee consists of members in management positions that are identified
and responsible for prioritizing the projects within this program. The Steering
Committee is also held accountable for the financial performance of this
program. The Program Steering Committee will have regular meetings to review
the progress of the program and to make decisions on the following topics:

Business Case Justification Narrative Page 8 of 11



7190436A-6:25782A/,(A #$!,1+$A-1% A#*$%A**+A'&"##.)++$
AVISTA / 702-Revised

Baldwin-Bonney / Page 159 of 378

Endpoint Compute and Productivity Systems

e Project prioritization and risk
e Approving business case funding requests
¢ New project initiation and sequencing

The Program will be facilitated and administrated by an assigned Program
Manager within the Enterprise Technology (ET) Project Management Office
(PMO) Department. The project queue will be reviewed periodically and will
consist of projects needed to maintain the reliability and performance of all
endpoint compute & productivity systems.

Technology product roadmaps identify investment demand that is generally not
fully funded. Technology product investments are prioritized in this manner:

Safety Systems

Control Systems
Customer Facing Systems
Back Office Systems

e

Project Steering Committee

Project Steering Committees act as the governing body over each individual
project within the program and will consist of key members in management
positions that are identified as responsible for the successful completion of the
scope of work identified in the Charter document for the Project. The Project
Steering Committee is responsible to provide guidance and make decisions on
key issues that affect the following topics:

Scope
Schedule
Budget
Project Issues
Project Risks

The Project Steering Committee will meet at the defined intervals documented
in the Charter of the project and will be facilitated by an assigned Project
Manager from within the ET PMO Department.

Business Case Justification Narrative Page 9 of 11
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3.3 How will decision-making, prioritization, and change requests be
documented and monitored

The governance structure under this business case program is responsible for
decision-making, prioritization, and change requests. Through the regular
Program Steering Committee Meetings, the team reviews and balances planned
work versus unplanned work to determine prioritization, as well as pending
project change requests. Any change request requiring either an increase or
decrease of funds is reviewed at the upcoming Technology Planning Group
meeting before it is submitted to the Capital Planning Group for consideration.

Business Case Justification Narrative Page 10 of 11
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The undersigned acknowledge they have reviewed the Endpoint Compute &
Productivity Systems Business Case and agree with the approach it presents.
Significant changes to this will be coordinated with and approved by the undersigned
or their designated representatives.

Signature: E’lww x@}g Date: Ju1-30-2020 | 11:48 AM PDT
Print Name: Walter Roys

Title: System Engineering Manager

Role: Business Case Owner

Signature: [y (ovder Date: Aug-03-2020 | 3:16 Pm PDT
Print Name: Jim Corder

Title: IT Director

Role: Business Case Sponsor

Signature: karun Seludy Date: Aug-03-2020 | 3:45 PM PDT
Print Name: Karen Schuh

Title: IT Program Manager

Role: Steering/Advisory Committee Review

Signature: E QM Date: Au9-03-2020 | 3:46 PM PDT
Print Name: Ané"y Lew:;;

Title: ET PMO Manager

Role: Steering/Advisory Committee Review

Template Version: 05/28/2020
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EXECUTIVE SUMMARY

Energy Delivery Modernization and Operational Efficiency (EDMOE) as a business case
supports both existing and new technologies leveraged by the Energy Delivery business
areas including Gas Engineering & Operations, Electric Engineering & Operations, Asset
Management & Supply Chain, Facilities, Fleet Operations & Metering. These technologies are
used to automate and augment business solutions bringing efficiencies and capabilities
to support the delivery of energy to our customers. This support includes the following: 1)
improving the performance and capacity of business resources by implementing new
functionality in existing technologies. 2) improving the performance and capacity of
business resources by implementing overall new technologies. 3) modernizing existing
technologies in accordance with product lifecycles and technical roadmaps, typically
through product or system upgrades. Due to an increase in vendor-driven planned
obsolescence, if these systems are not refreshed on a regular cadence, the ability of
Avista to meet customer, regulatory and compliance requirements will be at risk. Although
these are the primary purposes of this business case, other benefits include cost savings,
safety, regulatory compliance and innovative customer-focused products and services.

The total program budget over the next five years is estimated to be $24.52M dollars.
The funds in this business case will be utilized to fund the EDMOE Program as detailed
in the supplemental information referenced in section 2.0 below. Though not exhaustive,
the list of supported technologies includes the following major systems: GIS our
geospatial information system, Maximo our enterprise work and asset management
system, ECM our enterprise content management solution where this solution is used in
support of energy delivery activities, Pl our plant information system where this system
is used to support our energy delivery activities, and Service Suite our mobile workforce
management system. Beyond these major systems, there are other miscellaneous
applications that are leveraged that also require periodic updates and enhancements.
The years 2021-2025 will be focused on the systems and capabilities detailed below.

VERSION HISTORY

Version | Implemented | Revision | Approved | Approval Reason
By Date By Date
1.0 Michael 07/21/2018 Initial version
Mudge
2.0 Michael 06/29/2020 Updated Template
Mudge

Business Case Justification Narrative Page 1 of 11
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GENERAL INFORMATION
Requested Spend Amount $24,520,000
Requested Spend Time Period 01/2021-12/2025
Requesting Organization/Department | Energy Delivery
Business Case Owner | Sponsor Michael Mudge | Hossein Nikdel
Sponsor Organization/Department Enterprise Technology
Phase Execution
Category Program
Driver Performance & Capacity

1. BUSINESS PROBLEM

1.1 What is the current or potential problem that is being addressed?

The Energy Delivery business area utilizes a suite of technologies and
applications in order to better and more efficiently execute ongoing business
processes. As these business processes change, or new opportunities for better
or more efficient business processes emerge, these technologies need to
change as well. These changes often can be met through leveraging the
capabilities of existing systems with minor modifications or configuration
changes. We call these types of changes enhancements and set up minor
programs to support these activities. Examples of this type of activity includes
the GIS and Maximo enhancement packages. Sometimes these changes are
larger and require a project of their own, but still leverage existing in portfolio
products. Examples include the Centralized Planning and Scheduling project
which leverages our GIS system, or Facilities asset management which will
leverage our Maximo system. Other times these changes may require new
systems altogether with new or different capabilities. Regardless, these
changes require technology resources versed both in the changing business
processes and the systems being leveraged in order to make the changes.

Additionally, this suite of technologies, whether the applications themselves or
the technologies supporting them often require upgrades to keep them current
with vendor lifecycle roadmaps. The performance of these upgrades often
leverages the same resources as identified above, technology experts who
understand both the capabilities of the systems themselves as well as strong
familiarity with the business processes they support.

Under this business case, we are referring to the technologies and applications
leveraged by the Energy Delivery business areas including Gas Engineering &
Operations, Electric Engineering & Operations, Asset Management & Supply
Chain, Facilities, Fleet Operations & Metering. These technologies are used to

Business Case Justification Narrative Page 2 of 11
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automate and augment business solutions bringing efficiencies and capabilities
to support the delivery of energy to our customers. This support includes the
following: 1) improving the performance and capacity of business resources by
implementing new functionality in existing technologies. 2) improving the
performance and capacity of business resources by implementing overall new
technologies. 3) modernizing existing technologies in accordance with product
lifecycles and technical roadmaps, typically through product or system
upgrades. Although these are the primary purposes of this business case, other
benefits include cost savings, safety, regulatory compliance and innovative
customer-focused products and services.

The current major applications included in the Energy Delivery Program portfolio include:
o Geospatial platform environment - ArcGIS solution(s) - Esri
o Enterprise Asset Management system — Maximo solution(s) - IBM
o Time Series Operational Data - Plant Intelligence (Pl) solution(s) — OSlsoft
o Mobile Workforce Management — Mobile Dispatch solution(s) — ABB/Service Suite
o Fleet Asset & Work Order Management — FASuite solution(s) — Asset Works
e Crew Planning & Scheduling - Crew Manager solution(s) - Arcos
e System Operations Outage Management— CROW — Equinox
o Metering solution(s) — Itron
o OpenWay Riva
o MV90
o Field Collection System (FCS)
o Fixed Network
o TWACS

Business Case Justification Narrative Page 3 of 11
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1.2

1.3

1.4

Discuss the major drivers of the business case (Customer Requested, Customer
Service Quality & Reliability, Mandatory & Compliance, Performance & Capacity, Asset

Condition, or Failed Plant & Operations) and the benefits to the customer

At the core of the EDMOE business case is the ongoing support and
development of the technologies that enable the Energy Delivery business
areas including Gas Engineering & Operations, Electric Engineering &
Operations, Asset Management & Supply Chain, Facilities, Fleet Operations &
Metering. These technologies enable the workers in these various teams to
respond to customer requests faster; provide information to customers that is
more accurate, timely and complete; and improves customer satisfaction when
they interact with Avista. Other benefits for the company and our customers
include cost savings, safety, regulatory compliance and innovative customer-
focused products and services. This business case supports the ongoing
changes necessary to improve the performance and capacity of these business
areas. Although performance and capacity are the key driver, this business case
where necessary also supports the other major drivers listed.

Identify why this work is needed now and what risks there are if not
approved or if the work is deferred

The suite of technologies managed under this business case and the business
processes they enable in many cases are core to Avista’'s ability to deliver
energy safely and reliably to our customers. These technologies and the
business processes they support change on a continual basis based on both
internal and external drivers. These drivers include continuous improvements in
business process, continuous improvements in safety, changing compliance
requirements, changing regulatory requirements, vendor driven change, product
obsolescence, changes in customer expectations, as well as changes in system
reliability.

Additionally, as these changes are ongoing in nature, they require a minimum
level of staff capability to support these necessary changes. If the work is
deferred or delayed, the technologies will not be in alignment with changing
business processes, the technologies will not support improvements in safety,
regulatory, or compliance, and the technologies will not be aligned with vendor
driven change. Further, if deferred or delayed (meaning the labor required to do
the work is made unavailable) when the work is funded the staff required to
implement these changes will not be readily available or will likely be more
expensive to hire.

Identify any measures that can be used to determine whether the
investment would successfully deliver on the objectives and address the
need listed above.

Each project within the EDMOE business case has a project charter which
includes project costs, schedule, deliverables and benefits. Each project will
have a steering committee assigned. Throughout the duration of each project
the steering committee will be provided status reports on a monthly basis.
These status reports will include updates on project scope, schedule and

Business Case Justification Narrative Page 4 of 11
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budget, as well as any risks and/or issues that the project team is currently
working on.

Each program within the EDMOE business case has a steering committee that
prioritizes a backlog of required enhancements and changes in support of
changing business process, cost savings, new safety, regulatory or compliance
work, and customer driven requirements. These often result from technology
demand related to transformations in the utility industry and continual changes
required to meet expanding customer needs, as well as the drive to achieve
operational efficiencies. Recent trends in the area of mobility, scalability, and
the move towards Commercial off the Shelf (COTS) solutions that enhance
and/or improve conventional business practices and processes also influence
these efforts.

1.5 Supplemental Information

1.5.1 Please reference and summarize any studies that support the problem

The technologies and applications improved upon and delivered under this business
case automate and enable key business processes used today to deliver safe and
reliable energy to our customers. These technologies and applications require
ongoing enhancements and sometimes replacement to keep them in line with
changing business processes and with changing vendor roadmaps. Technical
resources with specialized skills who are familiar with these supported business areas
are required to make the ongoing changes. This business case supports the required
changes, along with the technical resources, for technologies and applications that
support the Energy Delivery business areas including Gas Engineering & Operations,
Electric Engineering & Operations, Asset Management & Supply Chain, Facilities,
Fleet Operations & Metering.

Option Capital Cost Start Complete

Recommended Solution $24.52 Million | 01 2021 12 2025

2.1 Describe what metrics, data, analysis or information was considered when
preparing this capital request.

A thorough review of the list of technologies and applications currently
providing automation to Energy Delivery business processes was performed.
Based on this cataloging, two types of activities were identified, projects and
programs. Projects are typically used to support one-time major efforts such as
software or platform upgrades, technology replacement or technology
implementation. Programs are typically used to enhance existing technologies,

Business Case Justification Narrative Page 5 of 11
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2.2

2.3

keeping the technology in line with existing and evolving business process or
to facilitate implementation of additional digitization of business process using
existing technologies. For projects, estimates were developed based on
identified staffing requirements, software and hardware requirements (license
and product costs), and professional service requirements. These were based
on current scope and schedule estimates. For Programs providing ongoing
enhancements or new functionality to support changing or developing business
process the costs were estimated based on staffing, license, professional
service, and product costs identified through historical trends.

Discuss how the requested capital cost amount will be spentin the current
year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverables that will result from the capital spend?). Include
any known or estimated reductions to O&M as a result of this investment.

The costs incurred under this business case across the next five years will be
spent on product licenses, hardware, professional services and labor in support
of the technical systems in place across the Energy Delivery business area.
Significant costs include the cost of ESRI term licenses, Labor and professional
services costs to implement Maximo for Facilities Asset Management, Labor
and Professional Services to implement a replacement for EngDraw, Labor
costs to develop a new Gas Control Desk Logging solution, Labor to continue
enhancements to our GIS system in support of business process, Labor to
continue enhancements to our Maximo solution in support of business process,
Labor to upgrade our Maximo solution in line with vendor product lifecycles,
Labor to support enhancements to our Plant Information (PI) system in support
of business process, Labor and hardware updates necessary to support
enhancements and upgrades of our AMI head end platform in support of
business process and vendor product lifecycles, Labor in support of upgrading
MV90 and TWACS in line with vendor product lifecycles, Labor and professional
services to support upgrading Mobil Dispatch in line with vendor lifecycles.
Labor and professional services for smaller applications in line with vendor
product lifecycles. The timelines for this work have been developed with the best
information available today and represent ideal scenarios. It is subject to change
based on priorities, availability of shared labor, and our ability to find appropriate
professional services.

Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.

Each project and program within the EDMOE business case includes a business
process and stakeholder analysis to determine the organization change
management and training needs where necessary. This analysis is then used
to deliver communication to the stakeholders throughout the project or program
and where required is used to develop end user training.

Business Case Justification Narrative Page 6 of 11
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2.4

2.5

Discuss the alternatives that were considered and any tangible risks and
mitigation strategies for each alternative.

Each Project under this business case is evaluated before inception to review
alternatives, tangible risks, and mitigation strategies for each alternative prior to
beginning. This evaluation is reviewed with stakeholders as part of the
chartering process. For programs, each has its own steering committee to
evaluate risks and prioritize the work prior to inception.

Include a timeline of when this work will be started and completed.
Describe when the investments become used and useful to the customer.
spend, and transfers to plant by year.

The timelines shown in the table below for this work has been developed with
the best information available today and represent ideal scenarios. It is subject
to change based on priorities, availability of shared labor, our ability to find
appropriate professional services and current estimates of scope.

Projects/Progr
ams/Licenses 2021 2022 2023 2024 2025
ESRI ELA Q1/2024-
(Licenses) 12/2021 Q4/2024
Facilities Asset
Management - Q1/2021-
Maximo Q4/2021
ECM Eng Draw Q1/2021-
Replacement Q4/2021

Q1/2021-
Gas Control Q4/2021
GIS Q1/2021- Q1/2022- Q1/2023- Q1/2024- Q1/2025-
Enhancements Q4/2021 Q4/2022 Q4/2023 Q4/2024 Q4/2025
Maximo
Enhancements Q1/2021- Q1/2022- Q1/2023- Q1/2024- Q1/2025-
/Upgrade Q4/2021 Q4/2022 Q4/2023 Q4/2024 Q4/2025
Pl Q1/2021- Q1/2022- Q1/2023- Q1/2024- Q1/2025-
Enhancements Q4/2021 Q4/2022 Q4/2023 Q4/2024 Q4/2025
AMI
Enhancements Q1/2021- Q1/2022- Q1/2023- Q1/2024- Q1/2025-
/Upgrade Q4/2021 Q4/2022 Q4/2023 Q4/2024 Q4/2025
MVS0 Q1/2021- Q1/2024-
Upgrade Q4/2021 Q4/2024
TWACS Q1/2021- Q1/2024-
Upgrade Q4/2021 Q4/2024

Business Case Justification Narrative
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Service Suite Q1/2022-

Upgrade Q4/2022

Misc. Q1/2021- Q1/2022- Q1/2023- Q1/2024- Q1/2025-

Upgrades Q4/2021 Q4/2022 Q4/2023 Q4/2024 Q4/2025
2.6 Discuss how the proposed investment aligns with strategic vision, goals,

objectives and mission statement of the organization.

Avista has a as its mission to improve our customers lives through innovative
energy solutions. Safely, Reliably, Affordably. Avista has as its Focus Areas:
Our Customers, Our People, Perform, and Invent. This business case supports
the Technologies in the Energy Delivery Business area. Half of all our customer
contacts happen in the field as we work to service and deliver energy to meet
our customer needs. Every interaction is an opportunity to better our customers
lives through informed field workers who have the necessary information to do
their job.

The systems that support these activities and are supported under this business
case include Maximo our Work and Asset Management system, GIS our
Geospatial Information System, and Mobile Dispatch/Service Suite our Mobile
Work Management system. These systems are highly leveraged to enable the
work our Field Workers perform for our customers and supports them doing so
safely, reliably and affordably.

This business case also supports our Metering systems — MV90, TWACS, Fixed
Network, and Itron RIVA. These systems are critical to obtaining our customers
meter reads for proper billing. Pl is our Engineering Analytics platform that
collects sensor data from various distribution sensors including our Itron Riva
Meters, this data is used to analyze the performance of our distribution system
and to support making changes to improve efficiencies and identify anomalies
requiring correction.

The Gas Control Desk is required to Log certain events pertaining to Avista’s
gas infrastructure. This is currently done in a homegrown shared access
database application. The requirements for capturing gas control information
has outgrown the capabilities of the application and Avista risks possible non-
compliance status and subsequent monetary failures if a system failure were to
occur. Moving to a centralized and supported application will benefit Avista and
its customers by providing a more reliable method of recording gas events in
order to keep our employees and customers safe and meet compliance with
DOT regulations. Similarly, EngDraw is a twenty-year-old custom-built
document management system that needs replacing. It is end of life, is

Business Case Justification Narrative Page 8 of 11
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2.7

inefficient in searching for all necessary documents, and is not compatible with
3D files which are being used by Generation and soon by Substation. This leads
to inefficiencies, safety risk, and data incompatibilities.

Today, Facilities Work and Asset Management is currently done manually using
tools such as Microsoft Excel (spreadsheets) and Microsoft Exchange (email).
This leads to inefficiencies, delays, and duplication in areas like communication,
preventative maintenance, asset lifecycle information, and procurement
planning. Without automation of some of these processes, the Facilities team
will either need to increase staffing levels to keep up or risk continuing to fall
behind on preventive maintenance and asset lifecycle planning. Benefits include
(but not limited to) an anticipated productivity increase for all Facilities staff in
planning, scheduling, and recording work. This includes all work types of project
delivery, operate & maintain, and emergency break/fix. Asset information would
be stored and updated from a central location. Another key benefit is mobile
access to information in the field, which reduces paper and aids in productivity.
All these anticipated benefits also support the proof of prudency required for
Avista's capital investment in digital tools to support business process. Include
why the requested amount above is considered a prudent investment, providing
or attaching any supporting documentation. In addition, please explain how the
investment prudency will be reviewed and re-evaluated throughout the project.

Include why the requested amount above is considered a prudent
investment, providing or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated throughout the project.

Avista’s Energy Delivery and Shared Services technology systems are a necessity, as
they provide essential functions to our employees and customers throughout all service
territories. These vital systems require systematic upgrades and enhancements in
order to maintain reliability, compatibility, and reduce security vulnerabilities.

This funding level will provide the appropriate technology and development to meet the
periodic upgrades and enhancements prioritized by the Energy Delivery and Shared
Services (ED) governance committee. This funding is necessary to mitigate the risk of
unsupported applications, security liability, and significantly higher costs as a result of
the deferment of upgrades and enhancements, etc.

Investment prudency is reviewed by the Steering Committee to ensure alignment of
initiatives through judiciously selected and implemented projects. The funding
requested as part of this program generally fits these initiatives and are assigned to
specific projects (with Steering Committee oversight) as they are identified. Also, the
Business Case owner will work with Steering Committee(s) to set project priority and
sequence over a five-year planning period, subject to any additional funding changes
as directed by the Capital Planning Group (CPG). Each program and project steering
committee meet regularly to review the demand to ensure that it aligns with Avista’s
strategies. The Steering Committee oversees scope, schedule and budget within their
respective programs and projects and inform the Business Case owner of any changes
needing escalation to the Technology Planning Group (TPG) or CPG for decision-
making around resource or funding constraints.

Business Case Justification Narrative Page 9 of 11
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2.8

3.1

3.2

3.3

Supplemental Information

2.8.1 Identify customers and stakeholders that interface with the business case

Customers will interface with the technology in this business case both
through their interactions with Avista personnel who will be using the
technologies and through map-based information that they will have
access to through online methods such as the Avista website.

2.8.2 Identify any related Business Cases
None

Steering Committee or Advisory Group Information

The EDMOE Business Case has two levels of governance: The Executive
Technology Steering Committee (ETSC), and Project Steering Committees.
The committees review monthly project status reports, which identify project
scope, schedule and budget, as well as any risks and/or issues that the project
team is currently working on. The EDMOE Program Team reports progress
monthly to the steering committees and other stakeholder groups.

Provide and discuss the governance processes and people that will
provide oversight

The Steering Committee for each project in the EDMOE business case will be
made up of stakeholders from across the functional business units and
Enterprise Technology.

How will decision-making, prioritization, and change requests be
documented and monitored

Monthly status reports to the steering committees will be used as the official
review and approval process for prioritization and changes request. Risks,
issues and changes requests will be documented in project logs and kept as
artifacts of each project within Enterprise Technology’s project management
software system.

The undersigned acknowledge they have reviewed the EDMOE Business Case and
agree with the approach it presents. Significant changes to this will be coordinated
with and approved by the undersigned or their designated representatives.

DocuSigned by:

Signature: ﬁmzo,}é} Date: Jul1-31-2020 | 1

:46 PM PDT

\——44COBE3C52404B4...
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Print Name: Michael Mudge

Title: Application Delivery Manager

Role: Business Case Owner

Signature: tossin, MeAel Date:  Ju1-31-2020 | 1:52 M POT

Print Name: Hossein Nikdel

Title: Director of Applications and
Systems Planning

Role: Business Case Sponsor

Print Name: Josh DiLuciano

Title: Director of Electric Engineering

Role: Steering/Advisory Committee Review

Template Version: 05/28/2020
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GENERAL INFORMATION

Requested Spend Amount $29,638,000

Requested Spend Time Period 5 years

Requesting Organization/Department Energy Resources

Business Case Owner | Sponsor Brian Hoerner | Jason Thackston
Sponsor Organization/Department Enterprise Technology

Phase Execution

Category Program

Driver Performance & Capacity

1. BUSINESS PROBLEM

1.1 What is the current or potential problem that is being addressed?

This program is required to support the application-related technology initiatives for all
areas within Energy Resources. These areas include Power Supply, Gas Supply,
Generation Production Substation Support (GPSS), and Environmental & Real Estate.

Application refresh projects are necessary due to the continuous requirement to provide
updates, upgrades and/or replacements on existing Energy Resources applications, as
they are required to respond to changing business needs and/or technical
obsolescence. Application refreshes/upgrades are essential in order to remain current,
maintain compatibility, reliability, and address security vulnerabilities.

Application expansion projects result from demand related to transformations in the
utility and continuous technology progression required to achieve operational
efficiencies and strategic objectives. Recent trends in the areas of mobility, scalability,
and employee experience, require technological expansion of conventional business
practices and processes.

1.2 Discuss the major drivers of the business case (Customer Requested, Customer
Service Quality & Reliability, Mandatory & Compliance, Performance & Capacity, Asset
Condition, or Failed Plant & Operations) and the benefits to the customer

The primary investment driver for the Energy Resources Business Program is
Performance and Capacity. A secondary investment driver, nearly as important as the
first, is Asset Condition.

Many of the applications and respective projects in this Business Case provide direct
support to Avista customers, while the remaining provide many indirect benefits.

Some benefits to upgrades and enhancements to these systems include:
e Promoting Risk Management
e Utilizing technology to make more informed decisions
e Monitoring of generation facilities

Business Case Justification Narrative Page 1 of 10
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1.3

1.4

1.5

e Sharing generation resources to provide a more efficient use of renewable
energy at the lowest available cost

e Advancing the ‘Innovation and Performance’ focus
Increasing productivity and efficiency

e Maintaining compliance with all FERC, NERC, and FCC rules

Identify why this work is needed now and what risks there are if not
approved or is deferred

The projects and initiatives listed above provide functional enhancements that address
ongoing changes in the workplace, provide increased employee efficiency through the
reduction of steps required to complete a task, and make better use of Avista resources.
They shift costs from inefficient processes to more value-driven activities.

The primary alternative to these projects is to use existing systems as-is and to not put
new systems in place. This perpetuates inefficiencies as employees are less efficient
and effective.

Working through these projects as suggested, reduces Avista’s overall risk exposure
by ensuring Avista is using funds in the most cost-efficient manner and by maintaining
a culture of performance and innovation, which has a positive impact on our employees
and customers.

Identify any measures that can be used to determine whether the
investment would successfully deliver on the objectives and address the
need listed above.

The Energy Resources business team utilizes technology as a critical component to
meeting their strategic objectives. Some success measurements would include; risk
avoidance, system reporting, and better forecasting results.

Constraints and risks are possible and would hinder the delivery of the outlined
objectives. In these circumstances, the Business Case owner would work with Steering
Committee(s) to set project priority and sequence, subject to any additional funding
changes as directed by the Capital Planning Group (CPG). Each program and project
Steering Committee meets regularly to review the demand to ensure that it aligns with
Avista’s strategies. The Steering Committee oversees scope, schedule and budget
within their respective programs and projects and inform the Business Case owner of
any changes needing escalation to the Technology Planning Group (TPG) or CPG for
decision-making around resource or funding constraints.

Supplemental Information
1.5.1 Please reference and summarize any studies that support the problem
NA

1.5.2 For asset replacement, include graphical or narrative representation of
metrics associated with the current condition of the asset that is proposed
for replacement. NA

Business Case Justification Narrative Page 2 of 10
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The recommended solution to ensure that Energy Resources can meet these initiatives and
respective timelines over the next five years, is to follow the recommended application refresh
and expansion requirements for Energy Resources applications. The requested allocation is
based primarily on compatibility, reliability, security, and safety. Additional criteria considers
maintaining operational efficiencies and aligning with strategic objectives. Conventional
business practices and processes must be scalable, provide mobility, and focus on the
employee and customer experience.

The project roadmap for the next five years includes refreshing and/or expansion initiatives
made possible by these core Energy Resources systems

e Energy Risk Management and Energy Trading — Managing Avista’s collection of
energy assets, asset position, and relationships within the various energy markets.
Supported applications include:

@)

Avista Decision Support System (ADSS) — Forecasting and decision support
for Energy Traders and Planners, developed and maintained by Avista.
(NOTE: The ADSS development is funded via its own business case through
2021. Only enhancements and updates in 2021 and beyond are included
here.)

Settlement Solutions — Commercial software solution to support Avista’s
sales activity and submission of bids into the California Independent System
Operator (CAISO) market. The application provides functionality in the areas
of CAISO invoice payments, analysis, and reconciliation, as well as the ability
to submit bids into the CAISO markets with a high degree of speed and
flexibility.

Nucleus — An energy risk management and energy trading tool enhanced and
maintained by Avista, captures all wholesale energy transactions, including
significant metering data and forward pricing curves, provides data for tracking
energy positions, credit monitoring, compliance reporting, financial reporting,
accounting, and market drivers.

Energy Risk Management Replacement (ERM) - This estimate includes the
replacement of the Nucleus application starting in 2023 and completing in
2025. This very rough estimate would increase the yearly spend by
approximately $5,000,000 in those years. There are both technical and
business needs that support this replacement, such as the maintenance
required to maintain a custom solution (including the supporting infrastructure),
and the ability to scale and improve process and efficiencies. This will likely
require its own Business Case given the scope and complexity. We want to
ensure that there is visibility surrounding this body of work and that the
roadmap continues to incorporate the desire to invest in this Energy Risk
Management (ERM) system.

e Gas Forecasting — Understanding the supply, demand, and market influences on
natural gas volume and prices. Supported applications include:

@)

Nostradamus — An off-the-shelf industry solution used in gas forecasting.

e Work Management / Project Management — Asset management, preventative/
unplanned work management, and construction project/portfolio management for
Generation Production and Substation Support (GPSS). Supported applications
include:

Business Case Justification Narrative Page 3 of 10
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o Maximo for GPSS — Work and Asset Management utilizing modules of
Maximo, an off-the-shelf industry solution provided by IBM and used in various
Avista business units.

o Oracle Primavera (P6) — Enterprise Project and Portfolio Management tool
used for project portfolio management, scheduling, risk analysis, and
collaboration., provided by Oracle. Implementation is forecasted for late 2020-
early 2021.

e Generation Plant and Substation Operations — Control and monitoring of
operations at all plants and substations from a single location. Supported applications
include:

o Ignition (replacing Wonderware) — An off-the-shelf industry solution under the
Human Machine Interface (HMI) called Ignition that handles control and
monitoring of most Avista generation and substation locations.

o Stackvision - Software that is used for monitoring the stack emissions at the
Rathdrum Combustion Turbine.

¢ Fuel Inventory Management — Management of Avista’s biomass fuel (in the form of
logging and mill wood waste) at its Kettle Falls thermal plant. Supported applications
include:

o WeighWiz — Part of an off-the-shelf Log Inventory and Management
System (LIMS) dedicated to timber and wood products procurement and
management

e Licensing / Cross-Functional / Other — Not every project fits nicely into one of the
initiatives above. Some are cross-functional, and some are simply good ideas that
continue to improve upon Avista’s workplace (OATI / Gurobi).

Upcoming technology-related initiatives for the Energy Resources business area include the
continuous improvements to work management processes via the Maximo Anywhere
application, HMI enhancements to optimize the generation and substation monitoring, and
the utilization and optimization of the Oracle Primavera Cloud Project and Portfolio
Management tool, and Plexos (ABB Sendout System Replacement) implemented in 2021.
This business case will support these initiatives along with required refresh projects.

These projects are within industry norms for like-sized Energy Resources departments within
like-sized utilities and are accepted and widely adopted approaches used within the energy
industry.

Capturing every detail of every project over the course of the next five years is not possible.
This is part of why the Steering Committee exists — to help propel Avista forward in its
initiatives through intelligently selected and implemented projects. The funding requested as
part of this program generally fits these initiatives and will be assigned to specific projects
(with Steering Committee oversight) as they are identified.

Option Capital Start Complete
Cost

Business Case Justification Narrative Page 4 of 10
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Recommended Solution $29,638,000 | 01 2022 12 2026
> Alternative #1 — Without Energy Risk Management $14,638,000 | 01 2022 12 2026
Implementation
> Alternative #2 — Funding at a lower amount $13,500,000 | 012022 12 2026
2.1 Describe what metrics, data, analysis or information was considered when

2.2

2.3

preparing this capital request.

As part of the 5-year planning process, Enterprise Technology and the Energy
Resources department leaders meet to review the technology demand that is derived
from maintaining the current ‘core’ systems currently in place, as well as enhancements
or new technology that enables the business to meet their strategic initiatives.

These estimates were developed based on the historical trends for enhancement work
(Nucleus, Maximo & ADSS), and the product roadmaps for upgrades and licensing
renewals, as well as high-level estimates for new product technologies. High level
estimates are collected by the business level subject matter expert(s), technology
domain architect(s), and delivery management team(s). The schedule was developed
with the most recently available information and is subject to change pending risks,
competing priorities, dependencies, etc.

Discuss how the requested capital cost amount will be spent in the current
year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverables that will result from the capital spend?). Include
any known or estimated reductions to O&M as a result of this investment.

Due to budget constraints within ET Applications and the Energy Resources Business
Case over the past couple of years, the majority of 2022 will be focused on ensuring
we are as current as we need to be to maintain support, compatibility, reliability, and
security. After 2022, the goal is to maintain that standard, while moving toward more
strategic objectives and potentially replacing some outdated systems to create
efficiencies and cost savings. Many of the enhancements planned will create significant
value quantitatively and qualitatively, such as the 5 Year unlimited Gurobi licenses that
reduce O&M in future years, as well as the need to purchase additional licenses (only
the renewal).

Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.

The function of Energy Resources and associated technology is critical to Avista’s
ability to function. Although there is not a direct touchpoint within every area of the
company, the ability for this business area and job functions to succeed, is dependent
on the understanding and support of Avista’s employees and contractors.

This Business Case intends to grow significantly with many of the major initiatives and
new technologies that will be supported under Energy Resources. (ADSS, HMI).

Business Case Justification Narrative Page 5 of 10
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2.4

2.5

Discuss the alternatives that were considered and any tangible risks and
mitigation strategies for each alternative.

> Alternative #1 - Without Energy Risk Management Replacement/Implementation

This estimate does not include the Energy Risk Management Replacement (ERM)
replacement / Implementation summarized in Section 2. It could potentially be moved
to its own business case, delayed, or not implemented. There are both technical and
business needs that support this replacement, such as the maintenance required to
maintain a custom solution (including the supporting infrastructure), and the ability to
scale and improve process and efficiencies.

» Alternative #2 — Funding at a lower amount

Funding at a lower amount would impose risks of systems to fall out of support based
on technology vendor-driven lifecycles, as well as degrade appropriate levels of
performance and capacity needed to sustain existing automated or technology-
supported business processes or to keep automated solutions in line with changing
business processes. Estimates include labor and non-labor forecasts based on
historical trends and anticipated expenses, which support the skillset, product, and
licensing entitlements required to keep the systems current. This alternative has a
number of factors working against it. It would result in the need to run the projects at a
slower pace or defer existing system enhancements. This alternative would cause a
decline in the number of enhancements implemented and efficiencies gained each
year. While the work would likely get pushed to future years, the ability to meet planned
strategic objectives would be delayed even further. In short, while feasible, funding at
a lower level reduces the timing of efficiency gains, adds risk that Avista would have to
take extra measures to retain functions and could impact Avista’s ability to run the
business. It would increase the number of software application assets that would need
to be deferred, thereby increasing risk of obsolescence, losing maintenance and
support, and reducing automation efficiencies.

Include a timeline of when this work will be started and completed.
Describe when the investments become used and useful to the customer.
spend, and transfers to plant by year.

This is a program with discrete projects and packages that typically run annually and
Transfer to Plant within that same year. There are times that a project may start in
Q3/Q4 of one year and Transfer to Plant the following year. Typically, application
projects will Transfer to Plant about 60 days prior to the project completion date (due
to the post implementation warranty period and to capture the trailing charges).

The goal is to break out large/complex projects into smaller projects (phases) to avoid
scope creep, budget overages, and ensure the work can be properly prioritized. The
first phase of every project would be scoped at the Minimum Viable Product (MVP),
and subsequent phases would be scoped accordingly, based on the next highest
priority after MVP. This also allows for more accurate Transfer to Plant forecasts.

Business Case Justification Narrative Page 6 of 10
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2.6

2.7

Discuss how the proposed investment aligns with strategic vision, goals,
objectives and mission statement of the organization.

This is a program with discrete projects and packages that align with Avista’s vision,
mission and strategic objectives:

e To provide Better Energy for Life, you need Power and Gas Supply and Generation.
The Energy Resources team is dedicated to the safe and reliable systems that are
necessary to meet Avista’s vision.

e To improve our customers’ lives through innovative energy solutions, we also need
to have technology systems and processes that ensure we are making good
decisions, and consistently improving our ability to provide power utilizing
innovative technology that enables safety, reliability, and is cost effective.

e This program definitely enables people and performance but is also steadily making
its impact with innovation. The Energy Resources area uses some technology that
may be considered a differentiator in the marketplace (ADSS/Nucleus). The
roadmap consists of other technology solutions that will allow for more innovation
opportunity, once implemented.

Include why the requested amount above is considered a prudent
investment, providing, or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated Energy Resources throughout the project

Avista’s Energy Resources technology systems are a necessity, as they provide
essential functions to Avista. These vital systems require systematic upgrades and
enhancements in order to maintain reliability, compatibility, and reduce security
vulnerabilities.

This funding level will provide the appropriate technology and development to meet the
periodic upgrades and enhancements prioritized by the Energy Resources and
Enterprise Technology (ET) governance committee. This funding is necessary to
mitigate the risk of unsupported applications, security liability, and significantly higher
costs as a result of the deferment of upgrades and enhancements.

Investment prudency is reviewed by the Steering Committee to ensure alignment of
initiatives through judiciously selected and implemented projects. The funding
requested as part of this program generally fits these initiatives and are assigned to
specific projects (with Steering Committee oversight) as they are identified. Also, the
Business Case owner will work with Steering Committee(s) to set project priority and
sequence over a five-year planning period, subject to any additional funding changes
as directed by the Capital Planning Group (CPG). Each program and project steering
committee meets regularly to review the demand to ensure that it aligns with Avista’s
strategies. The Steering Committee oversees scope, schedule and budget within their
respective programs and projects and inform the Business Case owner of any changes
needing escalation to the Technology Planning Group (TPG) or CPG for decision-
making around resource or funding constraints.

Business Case Justification Narrative Page 7 of 10
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2.8

3.1

3.2

Supplemental Information

2.8.1 Identify customers and stakeholders that interface with the business case

The Energy Resources Steering Committee members include Business Case
Sponsors, Directors and Managers within Energy Resources, Finance, and the
Enterprise Technology (ET) Business Case Owner.

The ET Business Case Owner works in conjunction with the Product Owners,
Project Management Office (PMO), assigned Program Manager, and subsequent
Project Managers. The Business Technology Analyst (BTA) is also engaged at all
levels and serves as a liaison between ET and Energy Resources.

The ET Business Case Owner is accountable and responsible for all Business
Case related activities and assignments, but the Energy Resources team is
regularly consulted, informed as this directly impacts Energy Resources
stakeholders. This model is conducive to a strong partnership, which is key to
managing all of the dynamic intricacies throughout the course of the budget year.

2.8.2 Identify any related Business Cases

This Business Case is a program that has been functioning for the last 5 years
(prior to 2017, the majority of these projects were in the Technology Refresh and
Technology Expansion Business Cases).

Steering Committee or Advisory Group Information

The Energy Resources Steering Committee members include Business Case
Sponsors, Directors and Managers within Energy Resources, and the Business Case
Owner.

Provide and discuss the governance processes and people that will
provide oversight

The Energy Resources Business Case has four levels of governance: The Executive
Technology Steering Committee (ETSC); Technology Planning Group (TPG) of
Directors; Integrated Oversight Committee (IOC), and Program/Project Steering
Committees. Applicable stakeholders and disciplines meet regularly to govern the
business case and subsequent programs and projects.

The 10C evaluates and compares all of the application portfolio project priorities on a
weekly basis, utilizing risk, capacity, and other situational factors to ensure each
planned project is meeting critical milestones. The TPG sets priority across the
technology investment portfolio, balancing: strategic alignment, business value, and
customer benefits, as driven by the strategic initiatives established by the ETSC. The
Capital Planning Group (CPG), an independent body, establishes funding allocations
for each Business Case across the enterprise.

The Business Case is largely limited by the funding allocation and resource capacity
(staff) to meet its goals. The funding is generally established at the Business Case level
by the CPG. The resource capacity constraint is generally managed by the TPG and
the Business Case owner. Once the two constrains are established, the Business Case

Business Case Justification Narrative Page 8 of 10
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owner will work with steering committee(s) to set project priority and sequence over a
five-year planning period, subject to additional funding changes as directed by the CPG.

3.3 How will decision-making, prioritization, and change requests be
documented and monitored

Project prioritization is evaluated by the management team on a weekly basis through
the IOC. Each program and project steering committee meets regularly and oversees
scope, schedule and budget within their respective programs and projects and inform
the Business Case owner of any changes needing escalation to the TPG or CPG for
decision-making around resource or funding constraints.

Any changes in funding or scope are documented at the Business Case level, via
Change Request document that is presented to the CPG on a monthly basis and
evaluated by the CPG for approval.

Changes in scope, schedule, or budget are also documented through a ‘Change
Request’ at the project level and reviewed and approved through a formal workflow
process. All Enterprise technology projects in this business case are managed through
the PMO, which follows the Project Management Institute (PMI) standards. Projects
initiate with a ‘Charter’ to begin the planning process. When planning is complete, a
‘Project Management Plan (PMP)’ is created and approved as the projects baseline for
scope, schedule and budget. At the end of execution, an ‘Approval to Go Live’ is
submitted and approved prior to implementation (Transfer to Plant). After the
technology is in service and out of the warranty period, the Project Manager will hold a
Lessons Learned, and subsequently submit an ‘Approval to Close’ prior to finishing the
project. All Monitor and Control documentation and Change Requests are documented
and stored to ensure a comprehensive audit trail.

The undersigned acknowledge they have reviewed the Energy Resources
Technology Business Case Narrative and agree with the approach it presents.
Significant changes to this will be coordinated with and approved by the undersigned
or their designated representatives.

DocuSigned by:

Signature: Brian. Kovrwar Date: 3Jun-30-2021 | 1:58 PM PDT
. - ?AETBA99E1F54CF...
Print Name:  Brian Hoerner
Title: Application Delivery Manager
Role: Business Case Owner
DocuSigned by:
Signature: Sasn Tladkstn Date: Jun-30-2021 | 2:34 PM PDT

- ECS1BFFO0236450. .

Print Name:  Jason Thackston
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Title: Sr. VP Energy Resources & Env. Comp.
Officer
Role: Business Case Sponsor
DocuSigned by:
Signature: @a&ow (,aw{; Date: Jul-01-2021 | 7:26 AM PDT
. - 43CAEER04DADAAS
Print Name:  Jason Lang
Title: Director, Finance Risk & Asst. Treasurer
Role: Business Case Governance
DocuSigned by:
Signature: @w Widkers Date: Jun-30-2021 | 1:56 PM PDT
. - SESEEAEFABBO4AA, |
Print Name:  Andy Vickers
Title: Director, Generation, Production,
Substation Support
Role: Business Case Governance
DocuSigned by:
Signature: Seatt {:wwu,q Date: Jul-01-2021 | 2:45 PM PDT
. - SOD41B164A3B414.
Print Name:  Scott Kinney
Title: Director, Power Supply
Role: Business Case Governance
DocuSigned by:
Signature: Jbobp Marcliouse Date: Jun-30-2021 | 1:42 PM PDT
. - A7E641DEAECEAFC. .
Print Name:  Jody Morehouse
Title: Director, Gas Supply
Role: Business Case Governance
DocuSigned by:
Signature: Nacsls Kidt Date: Jun-30-2021 | 5:52 PM PDT
. - 3E33E10FE¢_35E4?A...
Print Name:  Jacob Reidt
Title: Manager, Project Delivery
Role: Business Case Governance
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EXECUTIVE SUMMARY

Technology that enables Avista’s safety, control, customer-facing, and backoffice
systems is critical to the operations that serve our gas and electric customers. It is found
in many different environments from office locations to mountaintop sites to generation
plants across our service territory. Managing our network technologies to optimize
communications and operations of the enterprise and control systems in these locations
is extremely important. Technology investments under the Enterprise and Control
Network Infrastructure business case are needed to expand and maintain these network
assets in support of system reliability and business productivity throughout our service
territory, ensuring our ability to appropriately respond to the needs of our customers.

The technology solutions under the Enterprise and Control Network Infrastructure
business case will vary by site location and the systems supported in each facility or
environment. They will included, but are not limited to, emergency and safety systems,
control systems, customer systems, and enterprise back office productivity systems. This
infrastructure is core to utility operations, thus demanding reliable networks utilizing
commercial carrier services and private network solutions. The cost of each solution will
vary with the type of solution identified for the appropriate level of network access at each
site. Avista and its customers will experience the benefits through ongoing system
reliability.

The main driver behind this program is asset performance and capacity in alignment with
asset management strategies driven by technology lifecycles that are based on
manufacturer product roadmaps and planned obsolesces. The technology solutions
within this program undergo regular review to balance the asset management strategy
within the predetermined budget allocations. The risks of not approving this business case
at the level to which it can maintain the balance of meeting its asset management strategy
can result in unplanned failures, which result in unplanned labor and non-labor costs, risk
of delay to procure and replace the failed asset, increased safety risks in sending field
staff in extreme weather conditions to remote locations, as well as downtime to the critical
operations and safety systems supported. New investments will be required when existing
assets do not provide adequate capacity, performance, and functionality.

VERSION HISTORY

Version | Author Description Date Notes
1.0 Jim Ogle Initial BCJN Draft 6/2017
2.0 Shawna Kiesbhuy Revision of BCJN to new template 7/2020

Business Case Justification Narrative Page 1 0of 9
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GENERAL INFORMATION
Requested Spend Amount $35,365,826
Requested Spend Time Period 5 years
Requesting Organization/Department Enterprise Technology
Business Case Owner | Sponsor Shawna Kiesbuy | Jim Corder
Sponsor Organization/Department Enterprise Technology
Phase Execution
Category Program
Driver Performance & Capacity

1. BUSINESS PROBLEM

1.1

1.2

1.3

What is the current or potential problem that is being addressed?

Technology that enables Avista’'s safety, control, customer-facing, and
backoffice systems is critical to the operations that serve our gas and electric
customers. It is found in many different environments from office locations to
mountaintop sites to generation plants across our service territory. Managing
our network technologies to optimize communications and operations of the
enterprise and control systems in these locations is extremely important.
Technology investments under the Enterprise and Control Network
Infrastructure business case are needed to expand and maintain these network
assets in support of system reliability and business productivity throughout our
service territory, ensuring our ability to appropriately respond to the needs of our
customers.

Discuss the major drivers of the business case (Customer Requested, Customer
Service Quality & Reliability, Mandatory & Compliance, Performance & Capacity, Asset
Condition, or Failed Plant & Operations) and the benefits to the customer

The main driver behind this program is asset performance and capacity in
alignment with asset management strategies driven by technology lifecycles
that are based on manufacturer product roadmaps and planned obsolescence.
The technology solutions within this program undergo regular review to balance
the asset management strategy within the predetermined budget allocations.

Identify why this work is needed now and what risks there are if not
approved or is deferred

The risks of not approving this business case at the level to which it can maintain
the balance of meeting its asset management strategy can result in unplanned
failures, which result in unplanned labor and non-labor costs, risk of delay to

Business Case Justification Narrative Page 2 of 9
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1.4

1.5

procure and replace the failed asset, increased safety risks in sending field staff
in extreme weather conditions to remote locations, as well as downtime to the
critical operations and safety systems supported. New investments will be
required when existing assets do not provide adequate capacity, performance,
and functionality.

Identify any measures that can be used to determine whether the
investment would successfully deliver on the objectives and address the
need listed above.

Executing planned projects will refresh assets prior to the
asset’s obsolescence and in this way, the business case should be able to
support the asset lifecycles and reduce the risk of failing assets affecting critical
business systems, processes and infrastructure reliability.

Supplemental Information

1.5.1 Please reference and summarize any studies that support the problem

Reference materials that support the needed changes in Network
technology are maintained by Technology Domain Architects within each
respective technology area.

1.5.2 For asset replacement, include graphical or narrative representation of metrics

associated with the current condition of the asset that is proposed for
replacement.

This business case is aligned with Performance & Capacity; not Asset

Management.
Option Capital Cost Start Complete
Asset replacement for optimized performance and $35,365,826 01 2021 12 2025
capacity
Do not fund the program $0 012021 12 2025
2.1 Describe what metrics, data, analysis or information was considered when

preparing this capital request.

The main driver behind this program is performance and capacity aligned with
asset management strategies driven by technology lifecycles that are based on
manufacturer product roadmaps, which can compound planned obsolescence.
The asset management strategy is critical to optimize the overall lifecycle value
of the product and reduce potential for failure or unplanned outages. Tracking
of the assets’ installation and lifecycle durations are maintained to plan the
program projects over the course of future years driving the annual budget
request to maintain the refresh roadmap.

Business Case Justification Narrative Page 3 of 9
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2.2

2.3

2.4

Discuss how the requested capital cost amount will be spent in the current
year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverables that will result from the capital spend?). Include
any known or estimated reductions to O&M as a result of this investment.

This business case includes network solutions for both expansion requirements
and systematic refresh of existing devices that provide access to our enterprise
and control networks. Life cycle schedules allow for a known number of assets,
by type, to be refreshed based on impact and likelihood of realized risk to the
environment. Historical costs and timelines provide indicators in support of the
requested allocations above.

Through roadmapping activities and known pressures on existing network
capacity, expansion work has been identified for each year. Again, using
historical data along with current product cost estimates, the team developed a
cost plan for work by year. Combined with the refresh work cost estimates, the
overall business case request amount is determined.

[Offsets to projects will be more strongly scrutinized in general rate cases going forward (ref. WUTC Docket No. U-190531 Policy
Statement), therefore it is critical that these impacts are thought through in order to support rate recovery.]

Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.

The projects in this program are standalone projects within the Enterprise and
Control Network Infrastructure business case but are dependent on length of
construction season and other geographically similar but unrelated work being
performed at impacted substations. Through those projects, business functions
and processes might be impacted but the technology upgrades being made at
the varied locations throughout Avista’s service territory should strive to
increase performance and capacity for employees in their daily work life.

Discuss the alternatives that were considered and any tangible risks and
mitigation strategies for each alternative.

Alternative 1: FUND PROGRAM BASED ON OPTIMIZED PERFORMANCE
AND ASSET MANAGEMENT

Funding the Enterprise and Control Network Infrastructure business case
minimally each year based on a reduced capital plan and request incremental
increases as projects are completed. This would result in ad-hoc funding
requests to the Capital Planning Group for work approved outside of the 5-year
capital planning process.

Business Case Justification Narrative Page 4 of 9
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2.5

2.6

2.7

Alternative 2: DO NOT FUND THE PROGRAM

Enterprise and Control Network Infrastructure projects would not be funded.
Enterprise network access, optimization and/or unfunded capacity management
could result in minimized network capacity reducing the ability to perform
ordinary and necessary daily business operations. Control network access,
optimization and/or unfunded capacity management could result in minimized
control network capacity reducing the ability to manage and control our
generation and control system assets.

Include a timeline of when this work will be started and completed.
Describe when the investments become used and useful to the customer.
spend, and transfers to plant by year.

The Enterprise and Control Network Infrastructure business case is managed
as a program of projects planned yearly. All individual projects are managed
through the PMO, which follows the Project Management Institute (PMI)
standards. Throughout the year, the business case’s projects are Initiated,
Planned, Executed, and then Completed with a Transfer to Plant for the scope
requests which over the course of a calendar year equates to the funded budget
allocation.

Discuss how the proposed investment aligns with strategic vision, goals,
objectives and mission statement of the organization.

This is a program with discrete projects that align with Avista’s vision, mission
and strategic objectives:

e The Enterprise and Control Network Infrastructure business case
investments align with Avista’s commitment to invest in its infrastructure to
achieve optimal lifecycle performance — safety, reliability, and at a fair price.
Network communications that monitor and control Avista enterprise
networks and control networks are critical in support of the bulk electric
system. The implementation of these network technologies will continue to
enable and support these critical communications in a manner that is much
safer to all workers and at all locations across Avista.

Include why the requested amount above is considered a prudent
investment, providing or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated throughout the project

Business Case Justification Narrative Page 5 of 9
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2.8

Throughout the course of a year, all project requests are vetted before the
Steering Committee to validate the request against the business case purpose
and making sure the request can be delivered within the approved funding
allocation.

Supplemental Information

Identify customers and stakeholders that interface with the business case

Within the Enterprise and Control Network Infrastructure business case, the
discrete projects interface with various internal Avista groups such as ET
engineering, Substation engineering, GPSS and Generation Plants, the
Telecommunications Shop, along with our internal business partners at various
office and remote facilities.

Steering Committee members include Business Case Sponsors, Directors and
Managers within the Enterprise Technology group along with the Business Case
Owner.

The ET Business Case Owner works in conjunction with the Project
Management Office (PMO), the assigned Program Manager, and subsequent
Project Managers.

The ET Business Case Owner is accountable and responsible for all Business
Case related activities and assignments.

2.8.1 Identify any related Business Cases
There are no related business cases.

Business Case Justification Narrative Page 6 of 9
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3.1

3.2

Steering Committee or Advisory Group Information

Steering Committee members are invaluable to the project and will provide
approval on scope, schedule, and budget related changes. Additionally, they will
provide approval on issues and risks pertaining to project deliverables outlined
in this document, which also typically have an impact on the scope, schedule,
or budget of a project. Steering Committee members will also provide approval
on Change Requests, Go-Live, and the Approval to Close document. For the
High Voltage Protection business case, the Steering Committee will consist of
the Directors and Managers within ET, Energy Delivery, GPSS and the Business
Case Owner.

Provide and discuss the governance processes and people that will
provide oversight

The Enterprise and Control Network Infrastructure Business Case has two
levels of governance; The Program Steering Committee and the Project
Steering Committee.

Program Steering Committee

This business case is a program of related projects. The Program Steering
Committee consists of members in management positions that are identified
and responsible for prioritizing the projects within this program. The Steering
Committee is also held accountable for the financial performance of this
program. The Program Steering Committee will have regular meetings to review
the progress of the program and to make decisions on the following topics:

e Project prioritization and risk
e Approving business case funding requests
e New project initiation and sequencing

The Program will be facilitated and administrated by an assigned Program
Manager within the Enterprise Technology (ET) Project Management Office
(PMO) Department. The project queue will be reviewed periodically in order to
plan and sequence work to the levels of funding allocation received.

Project Steering Committee

Project Steering Committees act as the governing body over each individual
project within the program and will consist of key members in management
positions that are identified as responsible for the successful completion of the
scope of work identified in the Charter document for the Project. The Project
Steering Committee is responsible to provide guidance and make decisions on
key issues that affect the following topics:

e Scope

Business Case Justification Narrative Page 7 of 9
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3.3

Schedule
Budget
Project Issues
Project Risks

The Project Steering Committee will meet at the defined intervals documented
in the Charter of the project and will be facilitated by an assigned Project
Manager from within the ET PMO Department.

How will decision-making, prioritization, and change requests be
documented and monitored

Project prioritization is evaluated by the management team on a monthly basis.
Each program and project steering committee meet regularly and oversees
scope, schedule and budget within their respective programs and projects and
inform the Business Case owner of any changes needing escalation to the TPG
or CPG for decision-making around resource or funding constraints.

Any changes in funding or scope are documented at the Business Case level,
via Change Request document that is presented to the CPG on a monthly basis
and evaluated by the CPG for approval.

Changes in scope, schedule, or budget are also documented through a ‘Change
Request’ at the project level and reviewed and approved through a formal
workflow process. All Enterprise technology projects in this business case are
managed through the PMO, which follows the Project Management Institute
(PMI) standards. Projects initiate with a ‘Charter’ to begin the planning process.
When planning is complete, a ‘Project Management Plan (PMP)’ is created and
approved as the projects baseline for scope, schedule and budget. At the end
of execution, an ‘Approval to Go Live' is submitted and approved prior to
implementation (Transfer to Plant). After the technology is in service and out of
the warranty period, the Project Manager will hold a Lessons Learned, and
subsequently submit an ‘Approval to Close’ prior to finishing the project. All
Monitor and Control documentation and Change Requests are documented and
stored to ensure a comprehensive audit trail.

The undersigned acknowledge they have reviewed the Facilities Driven Technology
Improvements business case and agree with the approach it presents. Significant
changes to this will be coordinated with and approved by the undersigned or their
designated representatives.

DocuSigned by:

:58 AM PDT

Signature: Shawna ity Date: Jul-31-2020 | 8
Print Name: §13§$ﬁ1gulc<s'i'esbuy
Title: Sr. Manager, Network Engineering
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Role: Business Case Owner

Signature: Jowis B Ww Date: Aug-03-2020 | 5:52 PM PDT
Print Name: J|mCoF?jer

Title: IT Director

Role: Business Case Sponsor

Signature: Date:

Print Name:

Title:

Role: Steering/Advisory Committee Review
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EXECUTIVE SUMMARY

Communication is at the very essence of human interaction, and thus a pillar of business
processes. The most basic form of communication among human beings is face-to-face,
which allows for both verbal and non-verbal signals to be exchanged, resulting in the most
riches of interaction. However, today’s world requires that communication be conducted
beyond face-to-face to reach people regardless of time and location. Moreover, it enables
business processes beyond people, but across systems that communicate with one
another to exchange data in near-real time, such as a phone call, or to make information
available on demand like an email waiting in your inbox accessible from any mobile device
or location.

The primary driver for the Enterprise Communication Systems business case is
performance and capacity, whereby the Company balances the need to meet
performance standards and system reliability for the various technologies under this
program with annual budget allocations, and their respective technology lifecycles.

Being no different than most businesses, Avista requires continuous communication
among our staff and customers throughout our service territory. However, to do it
effectively, we require communication technology for greater agility, flexibility, and
scalability to enable many business processes, such as 24 x 7 x 365 communication with
our gas and electric customers by telephone, fax, or email. Additionally, email, instant
messaging, text and collaboration platforms support a digital workforce that during the
COVID-19 pandemic proved very effective in supporting remote work during ‘stay at
home’ orders issued by state governments throughout our service territory.

The costs associated with each solution can vary by the scale of the solution deployed,
as well as vendor licensing models. Therefore, each technology under this program
undergoes regular review of the levels of utilization and performance to determine if it is
meeting the expected performance standards and capacity requirements to maintain
system reliability under the established budget allocations. These reviews can result in
calling for additional investment under this program from time to time for technology either
falling behind technology lifecycles or predetermined performance standards, which can
pose risk to communication system reliability or degradation that may delay
communication channels and result overall processing delays.

VERSION HISTORY

Version | Author Description Date Notes
1.0 Walter Roys Initial BCJN Draft 6/2017 1.0
1.1 Walter Roys Update Investment Driver 7/2019 11
2.0 Walter Roys Revision of BCJIN to new template 7/2020 2.0

Business Case Justification Narrative Page 1 of 10
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GENERAL INFORMATION

Requested Spend Amount $13,084,123

Requested Spend Time Period 5 years

Requesting Organization/Department Enterprise Technology
Business Case Owner | Sponsor Walter Roys | Jim Corder
Sponsor Organization/Department Enterprise Technology

Phase Monitor/Control

Category Program

Driver Performance & Capacity

1. BUSINESS PROBLEM

1.1

1.2

What is the current or potential problem that is being addressed?

Communication technology enables business processes beyond people
exchanging information, but across systems that communicate with one another
to exchange data in near-real time.

Communications technology is not only subject to the traditional mortality rate
or lifecycle, but it is compounded by planned obsolescence, also known as
technology obsolescence!. Technology obsolescence is defined as when the
technology asset, although within its functional lifespan, is technologically
flawed or no longer meets the need of users or customers, as expectations
increase due to newer and more powerful technology (with greater performance
or capacity) that is available in the market.

Additionally, with the rapid pace of technological change, technology vendors
require continuous upgrades to maintain system maintenance and support,
which can include security patching, bug fixes, version upgrades,
interoperability, and compatibility with other technologies.

Discuss the major drivers of the business case (Customer Requested, Customer
Service Quality & Reliability, Mandatory & Compliance, Performance & Capacity, Asset
Condition, or Failed Plant & Operations) and the benefits to the customer

The Enterprise Communications Systems Business Case is driven by managing
technology replacement according to manufacturer product roadmaps with an
objective to maintain infrastructure performance and align infrastructure assets
with business demand for capacity. Therefore, the major driver for this business
case is Performance & Capacity.

! Barreca, Stephen L. (1998-2000). Technology Lifecycles and Technology Obsolescence. Retrieved from
http://beri.com/products/publications.htm

Business Case Justification Narrative Page 2 of 10
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1.3

1.4

1.5

All Avista customers benefit from maintaining communication systems, as this
technology enables the Avista workforce to perform their day-to-day job
functions in delivering gas and electric service to our customers.

Identify why this work is needed now and what risks there are if not
approved or is deferred

All Avista business functions are affected by this business case, as it enables
all day-to-day work activities and automated business processes around
communications. From service center to call center to field work, every worker
requires communications systems technology to perform their business function
and deliver gas and electric service to our customers. Every customer service
call is enabled by this technology. Communications technology has been critical
in keeping our workforce connected, while many of our staff are required to work
remotely to minimize risk to those in roles of critical operations.

Reliance on obsolete communications technology for automated business
process presents significant risk that may only be solved with the reinstatement
of manual process, which can result in delay response times to meet business
demands and customer needs. Additionally, in some cases there is no manual
solution that can replace automated communication systems that provide near-
real time communication solutions.

Identify any measures that can be used to determine whether the
investment would successfully deliver on the objectives and address the
need listed above.

Vendor roadmaps and technology asset lifecycles are data points that inform on
how best to plan replacements, while meeting business value and strategic
alignment, within the constraints of resource capacity and funding, which in turn
can result in deferred replacement introducing the risk of technology failure.
Ongoing reviews of vendor roadmap and technology asset lifecycle alignment
provide necessary information to track how much of our investment in
technology is lagging behind the vendor roadmap, and thereby introducing risk.

Supplemental Information

1.5.1 Please reference and summarize any studies that support the problem

The Enterprise Technology team references various technology vendor and
third-party resources to stay informed and recommend decisions on the various
technology investments. A few sample sources are included below:

Barreca, Stephen L. (1998-2000). Technology Lifecycles and Technology
Obsolescence. Retrieved from http://bcri.com/products/publications.htm

Business Case Justification Narrative Page 3 of 10
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Directions on Roadmaps, Independent IT Planning Information and Advisory
Service focused exclusively on Microsoft enterprise software and
services. Retrieved from https://www.directionsonmicrosoft.com/

Gartner  Industry Research and Reference Material. Retrieved
from https://www.gartner.com/en/information-technology

1.5.2 For asset replacement, include graphical or narrative representation of metrics
associated with the current condition of the asset that is proposed for
replacement.

Not applicable, as the investment under this program business case is to

maintain performance and capacity standards in each respective enterprise

communications technology.

This program will manage technology replacement according to manufacturer product
roadmaps with an objective to maintain infrastructure performance and align
infrastructure assets with business demand for capacity.

The recommended solution is to address approximately 75% of obsolete
products and capacity constraints (Recommended). This will introduce risk
associated with technology systems reliability, interoperability and capacity. The
investment required to address obsolete technology products is deferred to
subsequent years. The likelihood of technology impact to business is increased. To
minimize the impact of this risk, the Program Steering Committee will manage project
sequence according to the investment priority documented in section 3.2.

Option Capital Cost Start Complete
Recommended Solution — Address ~75% of $13,084,123 01/2021 12/2025
obsolete products and capacity constraints

Alternative #1 - Address 100% obsolete products $17,195,000 01/2021 12/2025
and capacity constraints

Alternative #2 - Address 50% of obsolete products $8,597,000 01/2021 12/2025
and capacity constraints

2.1 Describe what metrics, data, analysis or information was considered when
preparing this capital request.

The funds request was based on a calculation of the asset lifecycle associated
with each technology asset, the scope of the technology footprint across our
service territory, and historical project costs for technologies previously
refreshed under this business case. Through regular reviews, the program
balances the need to meet system performance and reliability standards for the
various technologies under this program within annual budget allocations, and
their respective technology lifecycles. These reviews can result in calling for
additional investment under this program from time to time for technology either

Business Case Justification Narrative Page 4 of 10
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2.2

falling behind technology lifecycles or predetermined performance and reliability
standards.

A product obsolescence working group, consisting of Technology Domain
Architects, maintains technology roadmaps to inform Program Steering
Committee members of project demand. Project demand is assessed against
funding constraints each year and prioritized based on risk of technology impact
to the business. Various data points inform the team’s decisions
and recommendations, which include, but are not limited to vendor-
driven obsolescence, compute capacity and storage, historical project costs for
similar type projects, etc.

Discuss how the requested capital cost amount will be spent in the current
year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverables that will result from the capital spend?). Include
any known or estimated reductions to O&M as a result of this investment.

The funding requested under the Enterprise Communication Systems Business
Case will be invested in the following technologies:

Instant messaging systems

Contact Center automatic call distribution system
Contact Center scheduling and QA systems
Customer interactive voice response (IVR) system
Voice recording systems

Electronic mail and calendar system

Voicemail system

Telephone systems

Teleconferencing systems

Video conferencing systems

Conference room technology

Media Walls

Enhanced 911 emergency services

Electronic fax systems

Paging systems

Application systems to manage enterprise communication technology

Investment in these technologies can result in added O&M expenses from
licensing increases from time to time. However, not funding this business case
may result in removing automated business functions, which will either cause
delay in meeting business and customer demands or completely change
whether we can even respond to business and customer demands. There
are no O&M reductions or offsets resulting from these investments, as this
technology enables the Avista workforce to perform their day-to-day job
functions in delivering gas and electric service to our customers.

Business Case Justification Narrative Page 5 of 10
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2.3

2.4

Reliance on obsolete technology for automated business process presents
significant risk that may only be solved with the reinstatement of manual
process. Sustaining automated business process by replacing automation with
workforce would increase labor expense.

Additionally, with the rapid pace of technological change, technology vendors
require continuous upgrades to maintain system maintenance and support,
which can include security patching, bug fixes, version upgrades,
interoperability, and compatibility with other technologies. These upgrades can
in turn drive subsequent system replacements, creating a cascading event of
change. Therefore, vendor roadmaps and technology asset lifecycles are data
points that inform on how best to plan replacements, while meeting business
value and strategic alignment, within the constraints of resource capacity and
funding, which in turn can result in deferred replacement introducing the risk of
technology failure.

Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.

All Avista business functions are affected by this business case, as it enables
all day-to-day work and communications activities and automated business
processes. From service center to call center to field work, every worker requires
enterprise communication technology to perform their business function and
deliver gas and electric service to our customers. This technology is even more
important in a work from home environment to keep employees and
departments connected while minimizing risk to essential employees.

Discuss the alternatives that were considered and any tangible risks and
mitigation strategies for each alternative.

Retire assets and remove automation
This option assumes the assets would not be replaced upon end of life and be
removed from service due to product incompatibility, business risk or safety risk.

The basis for measuring the business impact of not funding this business case
is realizing the loss of business process automation. As products reach the
manufacturer-defined planned obsolescence, business process automation is
jeopardized, and business risk is increased as manufacturers cease product
maintenance and support. This condition would drive action. The alternative
could lead to a mitigation plan of having to re-instate manual business process
or eliminate the business process.

Address 100% of obsolete products and capacity constraints
This is the optimal solution. This option fully addresses and minimizes the
likelihood of technology impact to automated business process.

Business Case Justification Narrative Page 6 of 10
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2.5

2.6

2.7

Address 50% of obsolete products and capacity constraints

This will introduce risk associated with technology systems reliability,
interoperability and capacity. The investment required to address obsolete
technology products is deferred to subsequent years. The likelihood of
technology impact to business is increased. Interoperability constraints may
force unplanned funding requests. Multi-year, complex projects are at risk of
completion prior to product obsolescence. This option impacts the workforce.

Include a timeline of when this work will be started and completed.
Describe when the investments become used and useful to the customer.
spend, and transfers to plant by year.

This business case is a program that transfers to plant the total cost of each
project at the completion of every project, which can straddle calendar years.
Quarterly forecasts capture changes in transfers to plant based on project
status.

Discuss how the proposed investment aligns with strategic vision, goals,
objectives and mission statement of the organization.

The technology investments under this business case program align with
Avista’s vision to deliver ‘better energy for life’ to our customers and in the area
of ‘Perform’, which calls for “our focus on performance today to serving our
customers well and unlocking pathways to growth.”

Each investment under this business case program allows Avista to deliver
electric and gas services to our customers.

Include why the requested amount above is considered a prudent
investment, providing or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated throughout the project

The reason that the technology investment under this program business case is
prudent is because communication is at the very essence of human interaction,
and thus a pillar of business processes. As such, the Avista workforce
requires this technology every to deliver gas and electric service to our
customers either in an office, customer service center or in the field. Alternatives
to each technology are considered, yet not investing in it is not an option as
automated business process would either stop or be removed, thereby crippling
our workforce’s ability to deliver gas and electric service to our customers,
respond to compliance requirements, and conduct business operations and
reporting. Additionally, a two-tiered governance structure overseeing this
business case program meets regularly to oversee and make decisions on the
needs, benefits, costs, and risks of each investment.

Business Case Justification Narrative Page 7 of 10
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2.8 Supplemental Information

2.8.1 Identify customers and stakeholders that interface with the business case

Nearly all Avista’s workforce interface with the technology investments under
this business case. Selected leaders in organizational business units, known as
technology stakeholders, work closely with the technology teams to
help with business roadmaps, use case definition, gather non-functional
requirements, test design, and deployment approaches to inform technology
investments.

2.8.2 Identify any related Business Cases

The technology investment under this business case requires deployment and
use of outputs from other business cases, specifically delivery on personal
computers and servers, connecting to a virtual private network or cloud service,
security updates and patching, etc.

3.1 Steering Committee or Advisory Group Information

The Enterprise Communication Systems Business Case has two levels of
governance; The Program Steering Committee and the Project Steering Committee.

3.2 Provide and discuss the governance processes and people that will
provide oversight

Program Steering Committee

This business case is a program of related projects. The Program Steering
Committee consists of members in management positions that are identified and
responsible for prioritizing the projects within this program. The Steering Committee
is also held accountable for the financial performance of this program. The Program
Steering Committee will have regular meetings to review the progress of the program
and to make decisions on the following topics:

e Project prioritization and risk
e Approving business case funding requests
¢ New project initiation and sequencing

The Program will be facilitated and administrated by an assigned Program Manager
within the Enterprise Technology (ET) Project Management Office (PMO)
Department. The project queue will be reviewed periodically and will consist of
projects needed to maintain the reliability and performance of all enterprise
communication systems.

Business Case Justification Narrative Page 8 of 10
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Technology product roadmaps identify investment demand that is generally not fully
funded. Technology product investments are prioritized in this manner:

1) Safety Systems

2) Control Systems

3) Customer Facing Systems

4) Back Office Systems

Project Steering Committee

Project Steering Committees act as the governing body over each individual project
within the program and will consist of key members in management positions that
are identified as responsible for the successful completion of the scope of work
identified in the Charter document for the Project. The Project Steering Committee
is responsible to provide guidance and make decisions on key issues that affect the
following topics:

Scope
Schedule
Budget
Project Issues
Project Risks

The Project Steering Committee will meet at the defined intervals documented in the
Charter of the project and will be facilitated by an assigned Project Manager from
within the ET PMO Department.

3.3 How will decision-making, prioritization, and change requests be
documented and monitored

The governance structure under this business case program is responsible for
decision-making, prioritization, and change requests. Through the regular Program
Steering Committee Meetings, the team reviews and balances planned work versus
unplanned work to determine prioritization, as well as pending project change
requests. Any change request requiring either an increase or decrease of funds is
reviewed at the upcoming Technology Planning Group meeting before it is submitted
to the Capital Planning Group for consideration.

Business Case Justification Narrative Page 9 of 10
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The undersigned acknowledge they have reviewed the Enterprise Communications
Systems and agree with the approach it presents. Significant changes to this will be
coordinated with and approved by the undersigned or their designated

representatives.
Slgnature Eﬂ];;;l’::“&;s Date Ju1_30_2020 | 11:51 AM PDT
Print Name: Walter Roys
Title: System Engineering Manager
Role: Business Case Owner
Signature: j;u::.gbyﬁoriw Date: Aug-03-2020 | 5:43 PM PDT
Print Name: J|mCoFder
Title: IT Director
Role: Business Case Sponsor
Signature: i:mm,ﬂgm Date: Aug-03-2020 | 6:36 PM PDT
Print Name: Karen Schuh
Title: IT Program Manager
Role: Steering/Advisory Committee Review
Signature: E w Date: Aug-04-2020 | 7:27 AM PDT
Print Name: An(iy I:_eijé.
Title: ET PMO Manager
Role: Steering/Advisory Committee Review

Template Version: 05/28/2020

Business Case Justification Narrative
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EXECUTIVE SUMMARY

Technology that enables Avista’s safety, control, customer-facing, and backoffice systems is
critical to the operations that serve our gas and electric customers. It is found in many different
environments from office locations to mountaintop sites to call centers across our service area.
Managing the facility and power environments to optimally run the systems housed in these
locations is extremely important, as environmental condition changes can adversely affect them.
The parameters monitored and controlled include but are not limited to temperature, humidity, fire
protection, and backup power supply systems. If these parameters should fall outside of the
device specification levels, it can cause damage to the technology equipment impacting business
automation processes.

The technology solutions under the Environmental Control & Monitoring Systems business case
will vary by site location and systems supported in each facility or environment. They may include
uninterrupted power sources to allow systems to continue operating while waiting for an auxiliary
power source to come online, such as an emergency generator. In fact, on a mountain top, heated
and cooled enclosures are critical to assuring technology housed in that facility is maintained at
the proper temperature despite changes in outside weather. The cost of each solution will vary
with the type of solution identified for each site. However, location can also affect cost based on
the remoteness and extreme conditions affecting that particular location. Avista and its customers
can experience the benefits through ongoing system reliability.

The main driver behind this program is asset condition aligned with asset management strategies
driven by technology lifecycles that are based on manufacturer product roadmaps, which can
compound planned obsolescence. The asset management strategy is critical to optimize the
overall lifecycle value of the product and reduce potential for failure or unplanned outages. The
technology solutions under this program undergo regular review to balance the asset
management strategy within the predetermined budget allocations. The risks of not approving this
business case at the level to which it can maintain the balance of meeting its asset management
strategy can result in unplanned failures, which result in unplanned labor and non-labor costs,
risk of delay to procure and replace the failed asset, increase safety risk to send field staff in
extreme weather conditions to remote locations, as well as downtime to the critical operations
and safety systems that it supports.

VERSION HISTORY

Version | Author Description Date Notes
1.0 Michael Busbhy Original business case request 7/2017
11 Michael Beil Updated investment driver 7/2019
2.0 Michael Bushy Narrative added to new template 7/2020

Business Case Justification Narrative Page 1 of 10
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GENERAL INFORMATION

Requested Spend Amount $5,000,000

Requested Spend Time Period 5 years

Requesting Organization/Department Enterprise Technology

Business Case Owner | Sponsor Michael Busby | Jim Corder
Sponsor Organization/Department Enterprise Technology

Phase Execution

Category Program

Driver Asset Condition

1. BUSINESS PROBLEM

1.1

1.2

1.3

What is the current or potential problem that is being addressed?

Technology that enables Avista’s safety, control, customer-facing, and back office
systems is critical to the operations that serve our gas and electric customers. It is found
in many different environments from office locations to mountaintop sites to call centers
across our service area. Managing the facility and power environments to optimally run
the systems housed in these locations is extremely important, as environmental
condition changes can adversely affect them. The parameters monitored and controlled
include but are not limited to temperature, humidity, fire protection, and backup power
supply systems. If these parameters should fall outside of the device specification
levels, it can cause damage to the technology equipment impacting business
automation processes.

Discuss the major drivers of the business case (Customer Requested, Customer
Service Quality & Reliability, Mandatory & Compliance, Performance & Capacity, Asset

Condition, or Failed Plant & Operations) and the benefits to the customer

The main driver behind this program is asset condition aligned with asset management
strategies driven by technology lifecycles that are based on manufacturer product
roadmaps, which can compound planned obsolescence. The asset management
strategy is critical to optimize the overall lifecycle value of the product and reduce
potential for failure or unplanned outages.

Identify why this work is needed now and what risks there are if not
approved or is deferred

The technology solutions under this program undergo regular review to balance the
asset management strategy within the predetermined budget allocations. The risks of
not approving this business case at the level to which it can maintain the balance of
meeting its asset management strategy can result in unplanned failures, which result
in unplanned labor and non-labor costs, risk of delay to procure and replace the failed
asset, increase safety risk to send field staff in extreme weather conditions to remote
locations, as well as downtime to the critical operations and safety systems that it
supports.

Business Case Justification Narrative Page 2 of 10
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1.4

1.5

Identify any measures that can be used to determine whether the
investment would successfully deliver on the objectives and address the
need listed above.

The main driver behind this program is asset condition aligned with asset management
strategies driven by technology lifecycles. Executing planned projects will refresh
assets prior to the asset’s obsolescence and in this way, the business case should be
able to support the asset lifecycles and reduce the risk of failing assets affecting critical
business systems and processes.

Supplemental Information

1.5.1 Please reference and summarize any studies that support the problem
See below for supporting details.
1.5.2 For asset replacement, include graphical or narrative representation of metrics

associated with the current condition of the asset that is proposed for
replacement.

EMERGENCY GENERATORS (EGEN)

Emergency Generator assets are located at facilities where critical technologies are
located. We currently have 16 generators in portfolio. They have a 20-year life cycle.

Age Count
0-5 Yrs. 2
5-10 Yrs. 7
10-15

Yrs. 1
15-20

Yrs. 1
20-25

Yrs. 0
> 25Yrs. 5
Total 16

We have 5 generators that are past their end of life and need to be refreshed. We have 2
generators that will reach their end of life over the next 5 years.

UNINTERRUPTIBLE POWER SYSTEMS (UPS)

Uninterruptible power systems used to provide AC or DC power voltages to equipment
during the loss of utility power events and/or during emergency generator startup. We
currently have 59 UPS systems in portfolio. They have a 5-year life cycle.

Age Count
0-1 Yrs. 5
1-2 Yrs. 9
2-3 Yrs. 5
3-4 Yrs. 16

Business Case Justification Narrative Page 3 of 10
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4-5Yrs. 4
>5Yrs. 20
Total 59

We have 20 UPS systems beyond their end of life. 4 of these will be addressed in 2020.

DC RECTIFIERS

DC Rectifier systems are used to convert AC power to DC power. Some of Avista’'s
technology assets have DC power supply requirements. We have 69 DC Rectifiers in
portfolio. They have a 10-year life cycle.

Age Count
0-3 Yrs. 6
3-6 Yrs. 6
6-9 Yrs. 25
9-12 Yrs. 7
12-15 Yrs. 0
> 15 Yrs. 25
Total 69

We have 25 Rectifiers beyond their end of life. We will have 7 more Rectifiers reach their
end of life within the next 5 years.

DC BATTERIES

DC Batteries store electrical energy used to provide power to technology equipment during
loss of AC power event. We have 2 type of DC batteries in portfolio. A standard and a “Long
Life” Valve Regulated Lead Acid (VRLA) battery. The Standard VRLA battery has a 5-year
life cycle. The “Long Life” VRLA battery has a 15-year life cycle. We currently have 55
Standard VRLA battery banks and 11 “Long Life” Battery banks in portfolio.

5 Year Lifespan 15 Year Lifespan
Age Count Age Count
0-1 Yrs. 2 0-3 Yrs. 0
1-2 Yrs. 11 3-6 Yrs. 0
2-3 Yrs. 4 6-9 Yrs. 1
3-4 Yrs. 1 9-12 Yrs. 1
4-5Yrs. 1 12-15 Yrs. 5
>5Yrs. 36 >15Yrs. 4
Total 55 Total 1

Business Case Justification Narrative Page 4 of 10
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36 of the Standard VRLA battery banks are beyond their end of life, 14 of which are planned
to be replaced in 2020. 4 “Long Life” VRLA battery banks are beyond their end of life. 6
“Long Life” VRLA Battery banks will reach end of life over the next 5 years.

HVAC SYSTEMS

HVAC Systems monitor and control the environments temperature and/or humidity. Avista’s
technology assets may experience physical damage if operated in temperatures and/or
humidifies outside of their specifications. We do not currently have a good inventory of our
old HVAC systems. The old HVAC systems are simple in wall Air conditioning units. As they
are failing, we are replacing them with a more industrial grade systems with heat pump
capabilities. There are 9 new HVAC systems in portfolio. The new HVAC systems have a
20-year life cycle. None of them will reach end of life within the next 5 years.

Option Capital Cost Start Complete
Optimized Asset Replacement $5,000,000 01 2021 12 2025
Asset Replacement when Obsolete $7,965,000 01 2021 12 2025
Asset Replacement upon Failure $6,207,500 01 2021 12 2025

2.1 Describe what metrics, data, analysis or information was considered when
preparing this capital request.

The main driver behind this program is asset condition aligned with asset management
strategies driven by technology lifecycles that are based on manufacturer product
roadmaps, which can compound planned obsolescence. The asset management
strategy is critical to optimize the overall lifecycle value of the product and reduce
potential for failure or unplanned outages. Tracking of the assets’ installation and
lifecycle durations are maintained to plan the program projects over the course of future
years driving the annual budget request to maintain the refresh roadmap.

2.2 Discuss how the requested capital cost amount will be spent in the current
year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverables that will result from the capital spend?). Include
any known or estimated reductions to O&M as a result of this investment.

The requested capital cost amount per year has been calculated to deliver projects
which align with the asset lifecycles that are based on manufacturer product roadmaps.
This asset management strategy is critical to optimize the overall lifecycle value of the
product and reduce potential for failure or unplanned outages. The technology solutions
under this program undergo regular review to balance the asset management strategy
within the predetermined budget allocations. The risks of not approving this business
case at the level to which it can maintain the balance of meeting its asset management
strategy can result in unplanned failures, which result in unplanned labor and non-labor
costs, risk of delay to procure and replace the failed asset, increase safety risk to send
field staff in extreme weather conditions to remote locations, as well as downtime to the
critical operations and safety systems that it supports.

Business Case Justification Narrative Page 5 of 10
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2.3

2.4

2.5

Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.

Technology that enables Avista’s safety, control, customer-facing, and back office
systems is critical to the operations that serve our gas and electric customers. It is found
in many different environments from office locations to mountaintop sites to call centers
across our service area. Managing the facility and power environments to optimally run
the systems housed in these locations is extremely important, as environmental
condition changes can adversely affect them. The parameters monitored and controlled
include but are not limited to temperature, humidity, fire protection, and backup power
supply systems. If these parameters should fall outside of the device specification
levels, it can cause damage to the technology equipment impacting business
automation processes. Maintaining the environmental assets through this business
case allows for the refresh of the asset proactively in order to not affect the critical
business functions and processes housed at these locations.

Discuss the alternatives that were considered and any tangible risks and
mitigation strategies for each alternative.

Alternative 1: Asset Replacement When Obsolete

This alternative maintains all Environmental Control and Monitoring systems in
alignment with product lifecycles. This is not the recommended option because it would
result in high variability in funding and staffing levels throughout the 5-year plan.

Alternative 2: Asset Replacement upon Failure

This alternative replaces equipment only upon failure. This option introduces high risk
to the company because failed assets will create significant loss of automated business
processes. Mitigating this loss will result in increased asset management costs to
maintain spare inventory. These costs are not accounted for in the estimate. This option
assumes 50% of all obsolete assets will fail or become incompatible.

Include a timeline of when this work will be started and completed.
Describe when the investments become used and useful to the customer.
spend, and transfers to plant by year.

The Environmental Control and Monitoring Systems business case is managed as a
program of projects planned yearly which align with asset lifecycles that are based on
manufacturer product roadmaps. All individual projects are managed through the PMO,
which follows the Project Management Institute (PMI) standards. Throughout the year,
the business case’s projects are Initiated, Planned, Executed, and then Completed with
a Transfer to Plant for the installed assets which over the course of a calendar year
equates to the funded budget. Within this business case, there is one blanket project
for battery refreshes which Transfers to Plant on a monthly basis.

Business Case Justification Narrative Page 6 of 10



-82:1547A.7;36893A0-)A(*! ((! A&.IA#™/A' #-A+#. -1$%.%.%

AVISTA / 702-Revised
Baldwin-Bonney / Page 208 of 378

Environmental Control & Monitoring Systems

2.6

2.7

2.8

Discuss how the proposed investment aligns with strategic vision, goals,
objectives and mission statement of the organization.

This is a program with discrete projects that align with Avista’s vision, mission and
strategic objectives:

e To provide Better Energy for Life, you need systems that function at an optimal level
to deliver electricity and gas in a safe and reliable manner. The team supporting the
environmental control and monitoring systems is highly skilled and responsive to
the needs of these systems so critical business services continue to be delivered
without interruption.

Include why the requested amount above is considered a prudent
investment, providing or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated throughout the project

Based on the individual asset data listed above, the requested funding amount will allow
for a group of discrete projects each year which will strive to maintain a refresh cycle
ahead of the assets’ obsolescence reducing the risk of unplanned failures, which result
in unplanned labor and non-labor costs, risk of delay to procure and replace the failed
asset, increase safety risk to send field staff in extreme weather conditions to remote
locations, as well as downtime to the critical operations and safety systems that it
supports.

Supplemental Information

2.8.1 Identify customers and stakeholders that interface with the business case

Within the Environmental Control and Monitoring Systems business case, the projects
interface with various internal Avista groups such as ET engineering, the
Telecommunications Shop, real estate, contracting, and accounts payable to name a
few. While in the field, the teams also interface with landowners, local governments,
environmental groups, and others related to mountaintop sites, office locations, and
shared substations.

Steering Committee members include Business Case Sponsors, Directors and
Managers within the Enterprise Technology group long with the Business Case Owner.

The ET Business Case Owner works in conjunction with the Project Management Office
(PMO), and assigned Program Manager, and subsequent Project Managers.

The ET Business Case Owner is accountable and responsible for all Business Case
related activities and assignments.

2.8.2 ldentify any related Business Cases
There are no related business cases currently.

Business Case Justification Narrative Page 7 of 10
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3.1

3.2

Steering Committee or Advisory Group Information

Steering Committee members are invaluable to the project and will provide approval on
scope, schedule, and budget related changes. Additionally, they will provide approval
on issues and risks pertaining to project deliverables outlined in this document, which
also typically have an impact on the scope, schedule, or budget of a project. Steering
Committee members will also provide approval on Change Requests, Go-Live, and the
Approval to Close document. For the Environmental Control and Monitoring business
case, the Steering Committee will consist of the Directors and Managers within ET and
the Business Case Owner.

Provide and discuss the governance processes and people that will
provide oversight

The Environmental Control and Monitoring systems Business Case has two levels of
governance; The Program Steering Committee and the Project Steering Committee.

Program Steering Committee

This business case is a program of related projects. The Program Steering Committee
consists of members in management positions that are identified and responsible for
prioritizing the projects within this program. The Steering Committee is also held
accountable for the financial performance of this program. The Program Steering
Committee will have regular meetings to review the progress of the program and to
make decisions on the following topics:

e Project prioritization and risk
e Approving business case funding requests
o New project initiation and sequencing

The Program will be facilitated and administrated by an assigned Program Manager
within the Enterprise Technology (ET) Project Management Office (PMO) Department.
The project queue will be reviewed periodically and will consist of projects needed to
maintain the reliability and performance of all Environmental Control and Monitoring
systems.

Product roadmaps identify investment demand that is generally not fully funded.
Product investments are prioritized in this manner:

1) Safety Systems

2) Control Systems

3) Customer Facing Systems
4) Back Office Systems

Project Steering Committee

Project Steering Committees act as the governing body over each individual project
within the program and will consist of key members in management positions that are
identified as responsible for the successful completion of the scope of work identified
in the Charter document for the Project. The Project Steering Committee is responsible
to provide guidance and make decisions on key issues that affect the following topics:

Business Case Justification Narrative Page 8 of 10
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3.3

Scope
Schedule
Budget
Project Issues
Project Risks

The Project Steering Committee will meet at the defined intervals documented in the
Charter of the project and will be facilitated by an assigned Project Manager from within
the ET PMO Department.

How will decision-making, prioritization, and change requests be
documented and monitored

Project prioritization is evaluated by the management team on a weekly basis. Each
program and project steering committee meet regularly and oversees scope, schedule
and budget within their respective programs and projects and inform the Business Case
owner of any changes needing escalation to the TPG or CPG for decision-making
around resource or funding constraints.

Any changes in funding or scope are documented at the Business Case level, via
Change Request document that is presented to the CPG on a monthly basis and
evaluated by the CPG for approval.

Changes in scope, schedule, or budget are also documented through a ‘Change
Request’ at the project level and reviewed and approved through a formal workflow
process. All Enterprise technology projects in this business case are managed through
the PMO, which follows the Project Management Institute (PMI) standards. Projects
initiate with a ‘Charter’ to begin the planning process. When planning is complete, a
‘Project Management Plan (PMP)’ is created and approved as the projects baseline for
scope, schedule and budget. At the end of execution, an ‘Approval to Go Live’ is
submitted and approved prior to implementation (Transfer to Plant). After the
technology is in service and out of the warranty period, the Project Manager will hold a
Lessons Learned, and subsequently submit an ‘Approval to Close’ prior to finishing the
project. All Monitor and Control documentation and Change Requests are documented
and stored to ensure a comprehensive audit trail.

Business Case Justification Narrative Page 9 of 10
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The undersigned acknowledge they have reviewed the Environmental Control &
Monitoring Systems business case narrative and agree with the approach it
presents. Significant changes to this will be coordinated with and approved by the
undersigned or their designated representatives.

DocuSigned by:

Signature: Midiadl, sy Date:  2U1730-2020 | 1:40 pu POT
Print Name: Michael Busby

Title: Mgr., IT Operations

Role: Business Case Owner

Signature: j:m::gkardw Date: Aug-03-2020 | 3:17 PM PDT
Print Name: fj.mg;g‘;

Title: IT Director

Role: Business Case Sponsor

Signature: Date:

Print Name:

Title:

Role: Steering/Advisory Committee Review

Template Version: 05/28/2020
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ET Modernization and Operational Efficiency

EXECUTIVE SUMMARY

As the utility industry undergoes transformation into digitalization, the growth of business
application technology continues to enable automation and manual business processes
to provide safe and reliable gas and electric service to our customers. This growth in
business application technology creates an intricate tapestry that require ancillary tools
and systems to deliver and support Company-wide solutions. Essentially, business
application technology requires shared platforms and management tools to increase the
quality, stability, and delivery velocity to meet business goals and meet expectations from
our customers.

The Enterprise Technology (“ET”) Modernization and Operational Efficiency Business
Case is primarily driven by performance and capacity to support business application
implementation, development, operations, support, delivery automation, and data
delivery. Put another way, this program focuses on the tools and systems used by the
technology teams to deliver solutions to the rest of the organization.

The cost of these solutions varies by scale of footprint and vendor licensing models.
Therefore, technology under this program undergoes regular review of the levels of
utilization and performance to determine if it is meeting the expected performance
standards and capacity requirements to maintain business application system reliability
under the established budget allocations, and their respective technology lifecycles.
These reviews can result in calling for additional investment under this program from time
to time for technology either falling behind technology lifecycles or predetermined
performance standards. The technology tools and systems under this program benefit all
Avista customers, as they support business application systems throughout the
Company. Not approving this business case or its recommended funding can pose risks
to the reliability of the tools and systems the technology team uses to support the rest of
the organization.

VERSION HISTORY

Version | Author Description Date Notes
1.0 Jason Pegg Initial BC Narrative 1.0 7/2017 1.0
2.0 Andy Leija Revised BC Narrative 2.0 7/2020 2.0

Business Case Justification Narrative Page 1 of 11
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GENERAL INFORMATION

Requested Spend Amount $10,252,000

Requested Spend Time Period 5 Years

Requesting Organization/Department Enterprise Technology

Business Case Owner | Sponsor Andy Leija | Hossein Nikdel, Pat Dever,

Clay Storey, Jim Corder, Jim Kensok

Sponsor Organization/Department Enterprise Technology
Phase Execution

Category Program

Driver Performance & Capacity

1. BUSINESS PROBLEM

1.1

1.2

What is the current or potential problem that is being addressed?

The growth in business application technology, as part of the transformation of
the utility industry, requires ancillary tools and systems to deliver and support
Company-wide technology solutions. Essentially, business application
technology requires shared platforms and management tools to increase the
quality, stability, and delivery velocity to meet business goals and meet
expectations from our customers. These platforms and tools fit into two
categories, those shared across the entire Avista Organization and those
specific to the needs of the Enterprise Technology (ET) department as tools to
support business applications.

Discuss the major drivers of the business case (Customer Requested, Customer
Service Quality & Reliability, Mandatory & Compliance, Performance & Capacity, Asset

Condition, or Failed Plant & Operations) and the benefits to the customer

The Enterprise Technology Modernization and Operational Efficiency (ETMOE)
Business Case is primarily driven by performance and capacity to support
business application implementation, development, operations, support,
delivery automation, and data delivery. Put another way, this program focuses
on the tools and systems used by the technology teams to deliver solutions to
the rest of the organization. The technology tools and systems under this
program benefit all Avista customers, as they support business application
systems throughout the Company.

Business Case Justification Narrative Page 2 of 11
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1.3

1.4

1.5

Identify why this work is needed now and what risks there are if not
approved or is deferred

These technology platforms and tools provide functional enhancements that
address ongoing changes in the workplace, provide increased employee
efficiency through the reduction of steps required to complete a task, and make
better use of Avista resources. They shift efforts from inefficient processes to
more value-driven activities by leveraging the technology to meet both planned
and unplanned business needs.

Not approving the technology investments under this business case results in
technology platforms and tools falling behind their technology vendor required
upgrades, which in turn hinders any support needed for business applications
or information storage and workflow management used daily for investment
planning and delivery, managed file transfers, pre-production testing, and
technology lifecycle management. For example, this is very similar to not
furnishing a mechanic with either the tools or equipment necessary and required
to fix a car when it breaks down or does not perform as expected. The
technology teams would be hindered in their ability to assist or repair business
applications and their respective information storage and workflows when they
become unresponsive or inoperable, especially for reoccurring issues where
root cause analysis is necessary to prevent future events or incidents.

Identify any measures that can be used to determine whether the
investment would successfully deliver on the objectives and address the
need listed above.

Vendor roadmaps and technology asset lifecycles are data points that inform on
how best to plan replacements for existing technology under the ETMOE
program, while meeting business value and strategic alignment, within the
constraints of resource capacity and funding, which in turn can result in deferred
replacement introducing the risk of technology failure. Ongoing reviews of
vendor roadmap and technology asset lifecycle alignment provide necessary
information to track how much of our investment in technology is lagging behind
the vendor roadmap, and thereby introducing risk to supporting business
application systems and their corresponding and respective automated
business processes.

Supplemental Information

1.5.1 Please reference and summarize any studies that support the problem

ET Modernization and Operational Efficiency Monthly Stakeholder and Steering
Committee teams references various technology vendor and third-party
resources to stay informed and recommend decisions on the various technology
investments. A few sample sources are included below:

Business Case Justification Narrative Page 3 of 11
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e Roadmaps for specific platforms and tools, such as Opentext (for
Enterprise Content Management) and Biztalk (for Enterprise Service
Bus) are examples of vendor roadmaps regularly referenced.

e Gartner Industry Research and Reference Material. Retrieved from
https://www.gartner.com/en/information-technology

1.5.2 For asset replacement, include graphical or narrative representation of metrics
associated with the current condition of the asset that is proposed for
replacement.

Not applicable, as the investment under this program business case is to

maintain performance and capacity standards in each respective technology

that falls within it.

Option Capital Cost Start Complete

Recommended Solution — Fund at level to sustain $10.252 M 01 2021 12 2025
existing technology tools and enterprise-wide
systems, including required license renewals

Alternative #1 — Reduced funding by deferring $8.7 M 01 2021 12 2025
license renewal funding requests into the in-year
CPG review process

Alternative #2 — Reduced funding by removing IT $8.252 M 01 2021 12 2025
Service Management investment to upgrade
outdated Tracker/Resource Library custom-coded
system

2.1 Describe what metrics, data, analysis or information was considered when
preparing this capital request.

These estimates were derived from calculated employee and contract labor
costs for the primary teams working in this business case area, as well as
historical trends, product roadmaps and high-level industry estimates for
technology products. High level estimates are collected by the business level
subject matter expert(s), technology domain architect(s), and delivery
management team(s).

Upstream investment in enhancements and upgrades to these platforms can
result in savings by not incurring downstream costs when applications break, or
simply stated, avoid costs associated with system inoperability that can hinder
worker productivity. Non-production systems (such as Azure DevOps) allows
the organization to test enhancements, upgrades and new implementations
prior to deployment in production. This results in reduced errors in production
systems, which could also affect employees and customers negatively, from
untested changes or upgrades.

Business Case Justification Narrative Page 4 of 11
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2.2 Discuss how the requested capital cost amount will be spent in the current
year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverables that will result from the capital spend?). Include
any known or estimated reductions to O&M as a result of this investment.

[Offsets to projects will be more strongly scrutinized in general rate cases going forward (ref. WUTC Docket No. U-190531 Policy
Statement), therefore it is critical that these impacts are thought through in order to support rate recovery.]

The funding requested under the ETMOE Business Case will be invested in
technology, such as:

IT Incident and Asset Management — Replacements for existing,
custom-coded, and outdated IT incident and asset management tools
(Tracker and Resource Library) to support Avista’s technology service
workflows, incident, and asset management.

Content and Workflow Platforms — Enhancement and upgrades for
platforms that allow for content storage and sharing, such as ECM and
SharePoint, as well as organizational workflows.

Non-production Environment & Data Management — Enhancements
and new system implementations required to support continuous
integration, QA and other automations, data management, and new
development environments (which improves developer efficiency and
overall systems security).

ET Portfolio Management — Ongoing enhancements to portfolio and
project management systems to support the evolving needs of
technology investment planning and delivery, while capturing
contemporaneous project artifacts that document governance.
Application Lifecycle Management Tools — Ongoing enhancements to
the systems and platforms that support application development,
delivery, and integration for consistent deployment and delivery of
changes and upgrades on a multitude of business application systems
that enable business processes across the organization.

Shared Systems and Tooling — Ongoing enhancements to and
expansion of automation and tracking tools (such as AppDynamics) that
provide Operations and Software Development teams with insight into
application usage, issues, network connectivity, and more. Also includes
integration of systems across Avista utilizing Microsoft Biztalk to assist in
process and information sharing for platforms supported by other
business cases such as CC&B and Maximo.

Managed File Transfer — Ongoing enhancements to and expansion of
Avista’s managed file transfer system (GlobalScape), which allows for
the secure transfer of data from one location to another, both internally
and externally. This can include transactions with sensitive and highly
sensitive information.

Business Case Justification Narrative Page 5 of 11
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2.3

Reliance on obsolete technology for automated business process presents
significant risk that may only be solved with the reinstatement of manual
process. In some cases, reinstating manual processes is not even an option, as
technology has completely introduced system requirements in information
storage, access, and transactions among systems greater and faster than any
human being is able to store, access, or transact. Sustaining automated
business process by replacing automation with workforce would increase labor
expense in the few areas where removing business process automation is
possible.

Additionally, with the rapid pace of technological change, technology vendors
require continuous upgrades to maintain system maintenance and support,
which can include security patching, bug fixes, version upgrades,
interoperability, and compatibility with other technologies. These upgrades can
in turn drive subsequent system replacements. Therefore, vendor roadmaps
and technology asset lifecycles are data points that inform on how best to plan
replacements, while meeting business value and strategic alignment, within the
constraints of resource capacity and funding, which in turn can result in deferred
replacement introducing the risk of technology failure.

Impacts to O&M can occur and be both positive and negative as a result of multi-
year, pre-pay license agreements that are capitalized under this business case.
However, these changes can vary from year to year depending on the system
or tool up for license renewal and the licensing model being offered by the
technology vendor. This makes forecasting product license renewal costs quite
challenging.

Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.

These technology platforms are used by all areas of the organization, or they
furnish tools for the technology team to support other business application
systems. The business function or processes that may be impacted include, but
are not limited to:

e Meeting gas Maximum Allowable Operating Pressure (MAOP)
compliance document storage requirements and Ilabor relations
bargaining unit documentation and decisions;

e Workflow management used daily for Accounts Payable invoice
processing and approvals;

¢ Investment planning and delivery for technology investments across the
organizations, including project management and artifact storage and
approval workflows:

e Near real time transaction of data from enterprise systems, such as our
customer care billing and asset management system;

Business Case Justification Narrative Page 6 of 11
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e Managed file transfers for internal and external movement of information
among systems and third parties;

e Pre-production environment testing and quality assurance tools to
minimize or avoid errors in production systems from upgrades or changes
to application business systems;

e Root cause analyses tool to identify cause for faster operational
remediation;

¢ Information storage for technology lifecycle management, and

e Workflow processes for technology incident management and change
approval.

2.4 Discuss the alternatives that were considered and any tangible risks and
mitigation strategies for each alternative.

Alternative #1 — Reduced funding by deferring license renewal funding
requests into the in-year CPG review process

One alternative is to defer funding to support license renewals to in-year
requests from the Capital Planning Group (CPG). For example, multi-year, pre-
pay renewal for a root cause identification and analysis tool, such as App
Dynamics could be deferred until the renewal year with a funding request to the
CPG. The risk of deferring this funding request is that if the funds are not
available during the required period, the license renewal can lapse, thereby
leaving the system out of software license compliance and in some cases losing
access to functionality from the technology vendor.

Alternative #2 — Reduced funding by removing IT Service Management
investment to upgrade outdated Tracker/Resource Library custom-coded
system

This alternative would remove the IT Service Management project from the
roadmap and replace it with a smaller amount of funding ($100,000 per year) to
attempt enhancements to our existing tools, Tracker and Resource Library. This
Alternative runs the risk of keeping Avista on tools that are written in outdated,
custom code. There is also no guarantee that these existing systems can be
enhanced to the degree necessary to meet the required capabilities of
technology asset management and incident management.

So, while feasible, these funding alternatives reduce efficiencies, increase
complexity in system interoperability, and add risk to system reliability, which
can put our workforce at peril of not being able to perform their job functions.

Business Case Justification Narrative Page 7 of 11
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2.5

2.6

2.7

Include a timeline of when this work will be started and completed.
Describe when the investments become used and useful to the customer.
spend, and transfers to plant by year.

This business case is a program that transfers to plant the total cost of each
sub-project at the completion of every project, which can straddle calendar
years. Quarterly forecasts capture changes in transfers to plant based on project
status.

Discuss how the proposed investment aligns with strategic vision, goals,
objectives and mission statement of the organization.

The technology investments under this business case program align with
Avista’s vision to deliver ‘better energy for life’ to our customers and in the area
of ‘Perform’, which calls for “our focus on performance today to serving our
customers well and unlocking pathways to growth.”

Each investment under this business case program allows Avista to maintain
system reliability to deliver electric and gas services to our customers.

Include why the requested amount above is considered a prudent
investment, providing or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated throughout the project

The platforms and tools under the ETMOE Business Case provide essential
functions to Avista’s workforce and customers throughout all service territories.
These vital systems require systematic upgrades and enhancements to
maintain reliability, interoperability, and reduce security vulnerabilities.

The reason that the technology investment under this program business case is
prudent is because the Avista workforce requires this technology every day to
deliver gas and electric service to our customers either in an office, customer
service center or in the field. Alternatives to each technology are considered,
yet not investing in it is not an option as automated business process would
either stop or be removed, thereby crippling our workforce’s ability to deliver gas
and electric service to our customers, respond to compliance requirements, and
conduct business operations and reporting. Additionally, a two-tiered
governance structure overseeing this business case program meets regularly to
oversee and make decisions on the needs, benefits, costs, and risks of each
investment.

2.8 Supplemental Information

Business Case Justification Narrative Page 8 of 11
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3.1

2.8.1 Identify customers and stakeholders that interface with the business case

Nearly all Avista’s workforce interface with the technology investments under
this business case, depending on the application systems being used to perform
any given business function. In some cases, the technology investments are
primarily interfacing with the technology operations teams whose job is to
support business application systems.

The stakeholders that interface directly with the business case include, the
ETMOE Business Case Sponsors and Owner who work in conjunction with the
assigned Program Manager, and subsequent Project Managers. The Business
Technology Analyst (BTA) team is also engaged at all levels.

2.8.2 ldentify any related Business Cases

The ET Modernization and Operational Efficiency Business Case works closes
with all other Enterprise Technology business cases to determine which
platforms and tools provide functionality to all areas of the business, as opposed
to department specific platforms and tools that respond to specific business unit
needs.

Steering Committee or Advisory Group Information

The ETMOE Business Case consists of Program Steering Committees and the
Project Steering Committee for respective project investments.

The ET Modernization and Operational Efficiency Business Case has four levels
of governance: The Executive Technology Steering Committee (ETSC);
Technology Planning Group (TPG) of Directors; Integrated Oversight
Committee (IOC), and Program/Project Steering Committees. Applicable
stakeholders and disciplines meet regularly to govern the business case and
subsequent programs and projects.

The 10C evaluates and compares all the application portfolio project priorities
on a weekly basis, utilizing risk, capacity, and other situational factors to ensure
each planned project is meeting critical milestones. The TPG sets priority across
the technology investment portfolio, balancing: strategic alignment, business
value, and customer benefits, as driven by the strategic initiatives established
by the ETSC.

The Capital Planning Group (CPG), an independent body, establishes funding
allocations for each Business Case across the enterprise. The Business Case
is largely limited by the funding allocation and resource capacity (staff) to meet
its goals. The funding is generally established at the Business Case level by the
CPG. The resource capacity constraint is generally managed by the TPG and
the Business Case owner. Once the two constrains are established, the
Business Case owner will work with steering committee(s) to set project priority

Business Case Justification Narrative Page 9 of 11
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and sequence over a five-year planning period, subject to additional funding
changes as directed by the CPG.

3.2 How will decision-making, prioritization, and change requests be
documented and monitored

The governance structure under this business case program is responsible for
decision-making, prioritization, and change requests. Through the regular
Program Steering Committee Meetings, the team reviews and balances planned
work versus unplanned work to determine prioritization, as well as pending
project change requests. Any change request requiring either an increase or
decrease of funds is reviewed at the upcoming Technology Planning Group
meeting before it is submitted to the Capital Planning Group for consideration.

The undersigned acknowledge they have reviewed the Enterprise Technology
Modernization and Operational Efficiency and agree with the approach it presents.
Significant changes to this will be coordinated with and approved by the undersigned
or their designated representatives.

Signature: 7 oo 241-30-2020 | 7:03 ow ror
Print Name: A:(;C;EELFS;]:
Title: IT Manager
Role: Business Case Owner

Docusigned by:
Signature: Kasseive, Meel Date:  Ju1-31-2020 | 7:44 Am PDT
PrintName:  Hossein Nikdel
Title: Director, App and Sys Planning
Role: Business Case Sponsor

DocuSianed by: .
Signature: /[\)WJ./-""' Date:  Aug-01-2020 | 8:03 AM PDT
Print Name: Pat Dever
Title: Director, Data Science
Role: Business Case Sponsor
Signature: (ngfm Date:  Ju1-31-2020 | 2:54 PM PDT
Print Name: CI,;U; Sstgi'ey
Title: Director, Enterprise Security
Role: Business Case Sponsor
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Signature: E:“t;b*(wm Date:  Aug-03-2020 | 3:20 PM PDT
Print Name: Jim Corder

Title: Director, Infrastructure Technology

Role: Business Case Sponsor

Signature: EIZP_GWSE Date:  Aug-03-2020 | 3:26 PM PDT
Print Name: Jim Kensok

Title: Chief Info. & Security Officer

Role: Business Case Sponsor
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EXECUTIVE SUMMARY

Technology that enables Avista’s safety, control, customer-facing, and backoffice systems is
critical to the operations that serve our gas and electric customers. Avista utilizes leased fiber
optic cables to transport primarily Emergency and Control network data. Avista’s current contracts
for leased fiber network services expire in 2027. Transitioning Avista’s Emergency and Control
network data from leased network services to private network infrastructure will align with the
long-term network strategy to maintain control of these critical data sources and reduce expense
costs to the company.

The technology solutions under the Fiber Network Leased Service Replacement business case
will vary by site location. There are 54 known outstanding segments to be replaced and they are
represented in the estimated build costs per segment, which collectively provides the overall
funding need. Failure to accomplish this work by the end of the existing lease date would add
significant costs to the leased circuits still in service at the end of the contract. Avista and its
customers can experience the benefits through ongoing system reliability and appropriate
oversight and management of our networks serving our Emergency and Control network data.
The main driver behind this project is performance and capacity, driven by the total cost of
ownership of the networks required for Emergency and Control data and assets.

VERSION HISTORY

Version | Author Description Date Notes
1.0 Michael Bushy Original business case request 712017
11 Michael Beil Updated investment driver 7/2019
2.0 Shawna Kiesbuy Narrative added to new template 72020

Business Case Justification Narrative Page 1 of 9
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GENERAL INFORMATION

Requested Spend Amount $15,200,000

Requested Spend Time Period 5 years

Requesting Organization/Department Enterprise Technology

Business Case Owner | Sponsor Shawna Kiesbuy | Jim Corder
Sponsor Organization/Department Enterprise Technology

Phase Execution

Category Program

Driver Performance & Capacity

1. BUSINESS PROBLEM

1.1

1.2

What is the current or potential problem that is being addressed?

Avista utilizes leased fiber optic cable to transport primarily Safety and Control
(S&C) data. The leased fiber is an operating expense. The lease rates were
established during the sale of Avista Communication’s subsidiary. An
Indefensible Right to Use (IRU) was established to benefit Avista Utilities with
rates well below market. The IRU expires in 2027 with an option to renew for 5
years.

Transitioning Avista’s S&C network data from leased network services to private
network infrastructure aligns with the long-term network strategy and will reduce
risk along with Operate & Maintain (O&M) costs to the company.

The project work started in 2018 and identified at least 54 segments and a total
of approximately 200 miles of leased fiber to be replaced with Avista owned
private fiber. The anticipated complexity associated with rights of ways,
permitting, construction and coordination with other parties such as city/county
planning departments, contractors and internal Avista departments, or to partner
with complementary projects, will influence the pace of work to complete the
transition to private fiber is important to successfully meet the 2027 deadline.

Discuss the major drivers of the business case (Customer Requested, Customer
Service Quality & Reliability, Mandatory & Compliance, Performance & Capacity, Asset

Condition, or Failed Plant & Operations) and the benefits to the customer

Investment in private network transport and technology to service S&C
communication systems is an established industry standard. The private
network investment is designed to best fit the communication requirements of
industrial control and safety systems. The reliability and predictability of a
private network is a business value. Public carrier leased services are best fit
for customer and back office communications. The investment in private
network is tied to the Performance & Capacity investment driver.

Business Case Justification Narrative Page 2 of 9
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1.3 Identify why this work is needed now and what risks there are if not
approved or is deferred

The work to move from leased fiber to private fiber is timebound by the
expiration of lease agreements all of which are due to end by 2027. As noted
above, there are many factors that can consume periods of time per segment to
complete the work and therefore any delays in executing on this work would risk
the ability to finalize work and therefore terminate contracts for leased segments
per current agreements. There is also benefit to the company by having full
control over fiber segments for these critical E&C communication paths.

While the current agreements may allow for extension of the lease terms, there
are increased O&M costs to do so. Avista is proactively working to prevent any
additional O&M costs by implementing privately owned fiber prior to having to
execute on any lease extensions.

1.4 Identify any measures that can be used to determine whether the
investment would successfully deliver on the objectives and address the
need listed above.

Timely implementation and transfer to plant such that all segments are
completed prior to an IRU or segment lease expiration will determine success.
The completion and transfer to plant will occur over time as each
segment/project is completed.
1.5 Supplemental Information
1.5.1 Please reference and summarize any studies that support the problem
The leased fiber terms detail costs associated with the expiration date.

1.5.2 For asset replacement, include graphical or narrative representation of metrics
associated with the current condition of the asset that is proposed for
replacement.

This business case is aligned with Performance & Capacity.

Option Capital Cost Start Complete

Recommended Solution - Replace each identified $15,200,000 01 2021 12 2025
segment of leased fiber optic cable with Avista
owned/private fiber to meet the fiber lease
agreement deadline.

Alternative #1 — Fund at 80%, and risk not meeting $12,160,000 01 2021 12 2025
the fiber lease agreement deadline in 2027, resulting
in higher unplanned O&M annual costs

Do not fund the program $0 01 2021 12 2025

2.1 Describe what metrics, data, analysis or information was considered when
preparing this capital request.
The requested amount of $15,200,000 reflects the total estimated cost of
implementing Avista privately owned fiber optic cable for all applicable IRU
segments through the year 2025. Yearly allocation and project prioritization are

Business Case Justification Narrative Page 3 of 9
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2.2

2.3

2.4

set based on the output of annual budget planning activities. These activities
take into account estimated completion dates of in-flight work, areas of high risk,
and length of the construction season. Adjustments are requested and approved
by the Steering Committee throughout each calendar year to accommodate any
changes to the plan.

Discuss how the requested capital cost amount will be spent in the current
year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverables that will result from the capital spend?). Include
any known or estimated reductions to O&M as a result of this investment.

The technology improvements invested under this business case benefit all
customers across our service territory by investing in the privately-owned fiber
optic cable segments thereby mitigating the potential of increased O&M costs
for leased fiber in the future and having full control of the fiber. With
management oversight from the Program Steering Committee, projects initiated
through the Fiber Network Leased Service Replacement (FNLSR) business
case, will be reviewed and sequenced in this business case on a per project
basis spending the funded capital up to the approved allocation.

[Offsets to projects will be more strongly scrutinized in general rate cases going forward (ref. WUTC Docket No. U-190531 Policy
Statement), therefore it is critical that these impacts are thought through in order to support rate recovery.]

Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.

The projects in this FNLSR business case are standalone projects but are
dependent on length of construction season, right of way approvals, permitting
and other similar but potentially unrelated work being performed at or near each
identified segment. Through those projects, business functions and processes
might be impacted but the technology upgrades being made at the varied
locations throughout Avista’s service territory should strive to increase
performance and capacity for employees in their daily work life while providing
a safe and reliable infrastructure for Avista to deliver energy to customers.

Discuss the alternatives that were considered and any tangible risks and
mitigation strategies for each alternative.

Alternative 1: Fund at 80%, and risk not meeting the fiber lease agreement
deadline in 2027, resulting in higher unplanned O&M annual costs

Funding the FNLSR business case minimally each year based on a reduced
capital plan and request incremental increases as projects are completed. This
would result in ad-hoc funding requests to the Capital Planning Group (CPG) for
work approved outside of the 5-year capital planning process. Risks related to
the FNLSR work, such as proactively working to reduce O&M costs and

Business Case Justification Narrative Page 4 of 9
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2.5

2.6

2.7

providing the private fiber to carry S&C communication, would be mitigated at a
much slower pace than if the program were funded as requested, and may
resulotin higher unplanned O&M annual costs if the 2027 deadline is missed.

Alternative 2: Do not fund the program

FNLSR projects would not be funded and therefore the planned move from
leased fiber to privately owned fiber that provides the benefits noted above
would not be achieved.

Include a timeline of when this work will be started and completed.
Describe when the investments become used and useful to the customer.
spend, and transfers to plant by year.

The FNLSR business case is managed as a program of projects planned yearly.
All individual projects are managed through the PMO, which follows the Project
Management Institute (PMI) standards. Throughout the year, the business
case’s projects are Initiated, Planned, Executed, and then Completed with a
Transfer to Plant for the scope requests which over the course of a calendar
year equates to the funded budget allocation.

Discuss how the proposed investment aligns with strategic vision, goals,
objectives and mission statement of the organization.

This is a program with discrete projects that align with Avista’s vision, mission
and strategic objectives:

e The FNLSR business case aligns with Avista’s commitment to invest in its
infrastructure to achieve optimal lifecycle performance — safety, reliability,
and at a fair price. Data communications that monitor and control Avista
systems are critical in the support of energy delivery. The move from leased
to privately owned fiber will continue to enable and support critical
communications in a manner that increases reliability and manage costs.

Include why the requested amount above is considered a prudent
investment, providing or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated throughout the project

Throughout the course of a year, all project requests are vetted before the
Steering Committee to validate the request against the business case purpose
and making sure the request can be delivered within the approved funding
allocation.

Business Case Justification Narrative Page 5 of 9
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2.8

3.1

3.2

Supplemental Information
Identify customers and stakeholders that interface with the business case

Within the FNSLR business case, the discrete projects interface with various
internal Avista groups such as Enterprise Technology engineering,
Transmission and Distribution, Real Estate, the Telecommunications Shop,
along with other internal business partners at various office and substation
facilities.

Steering Committee members include Business Case Sponsors, Directors and
Managers within the Enterprise Technology group along with the Business Case
Owner.

The ET Business Case Owner works in conjunction with the Project
Management Office (PMO), the assigned Program Manager, and subsequent
Project Managers.

The ET Business Case Owner is accountable and responsible for all Business
Case related activities and assignments.

2.8.1 Identify any related Business Cases
There are no related business cases. FNLSR is a standalone business case.

Steering Committee or Advisory Group Information

Steering Committee members are invaluable to the project and will provide
approval on scope, schedule, and budget related changes. Additionally, they will
provide approval on issues and risks pertaining to project deliverables outlined
in this document, which also typically have an impact on the scope, schedule,
or budget of a project. Steering Committee members will also provide approval
on Change Requests, Go-Live, and the Approval to Close document. For the
FNLSR business case, the Steering Committee will consist of the Directors and
Managers within ET, Energy Delivery, GPSS and the Business Case Owner.

Provide and discuss the governance processes and people that will
provide oversight

The FNLSR Business Case has two levels of governance; The Program
Steering Committee and the Project Steering Committee.

Program Steering Committee

Business Case Justification Narrative Page 6 of 9
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3.3

This business case is a program of related projects. The Program Steering
Committee consists of members in management positions that are identified
and responsible for prioritizing the projects within this program. The Steering
Committee is also held accountable for the financial performance of this
program. The Program Steering Committee will have regular meetings to review
the progress of the program and to make decisions on the following topics:

e Project prioritization and risk
e Approving business case funding requests
¢ New project initiation and sequencing

The Program will be facilitated and administrated by an assigned Program
Manager within the Enterprise Technology (ET) Project Management Office
(PMO) Department. The project queue will be reviewed periodically in order to
plan and sequence work to the levels of funding allocation received.

Project Steering Committee

Project Steering Committees act as the governing body over each individual
project within the program and will consist of key members in management
positions that are identified as responsible for the successful completion of the
scope of work identified in the Charter document for the Project. The Project
Steering Committee is responsible to provide guidance and make decisions on
key issues that affect the following topics:

Scope
Schedule
Budget
Project Issues
Project Risks

The Project Steering Committee will meet at the defined intervals documented
in the Charter of the project and will be facilitated by an assigned Project
Manager from within the ET PMO Department.

How will decision-making, prioritization, and change requests be
documented and monitored

Project prioritization is evaluated by the management team on a monthly basis.
Each program and project steering committee meet regularly and oversees
scope, schedule and budget within their respective programs and projects and
inform the Business Case owner of any changes needing escalation to the
Technology Planning Group (TPG) or CPG for decision-making around
resource or funding constraints.

Business Case Justification Narrative Page 7 of 9
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Any changes in funding or scope are documented at the Business Case level,
via a Change Request document that is presented to the CPG on a monthly
basis and evaluated by the CPG for approval.

Changes in scope, schedule, or budget are also documented through a ‘Change
Request’ at the project level and reviewed and approved through a formal
workflow process. All Enterprise Technology projects in this business case are
managed through the PMO, which follows the Project Management Institute
(PMI) standards. Projects initiate with a ‘Charter’ to begin the planning process.
When planning is complete, a ‘Project Management Plan (PMP)’ is created and
approved as the projects baseline for scope, schedule and budget. At the end
of execution, an ‘Approval to Go Live’ is submitted and approved prior to
implementation (Transfer to Plant). After the technology is in service and out of
the warranty period, the Project Manager will hold a Lessons Learned, and
subsequently submit an ‘Approval to Close’ prior to finishing the project. All
Monitor and Control documentation and Change Requests are documented and
stored to ensure a comprehensive audit trail.

The undersigned acknowledge they have reviewed the Fiber Network Leased
Service Replacement business case and agree with the approach it presents.
Significant changes to this will be coordinated with and approved by the undersigned
or their designated representatives.

DocuSigned by:

Signature: [ Shawna bty Date: Ju1-31-2020 | 9:00 AM PDT
Print Name: Shawna Kiesbuy

Title: Sr. Manager, Network Engineering

Role: Business Case Owner

Signature: jamsbﬁordw Date:  Ju1-31-2020 | 5:17 PM PDT
Print Name:  Jim Corder

Title: Director, Information Technology

Role: Business Case Sponsor

Signature: Date:

Print Name:

Title:

Role: Steering/Advisory Committee Review

Business Case Justification Narrative

Page 8 of 9
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EXECUTIVE SUMMARY

The Finance and Accounting Technology business case supports financial applications critical to
Avista Corporation’s financial health and compliance with regulatory requirements, enabling
Avista to provide Better Energy for Life to our customers. These applications serve all of Avista’s
customers and operations throughout all service territories. To maintain the business processes,
applications, and systems supported by this business case, the recommended funding amount is
$16.1M for the next five years or $2.3M to $3.8M per year. This funding level will provide the
appropriate technology and development labor to complete periodic upgrades to maintain the
reliability of the financial systems. This funding level will also maintain the development staff
required to enhance the technology solutions to keep pace with business process drift or change.

This is a program business case and is intended to run year over year to maintain the business
applications and align with changes in the utility and its business processes. Failure to fund this
business case at the recommended level will hinder Finance and Accounting’s ability to keep
pace with the transformation of utility operations and innovation strategies and will continue to
compromise our ability to maintain the systems in a secure and compliant manner. Additionally,
a lower funding amount will result in a reduction of technical staff with institutional business
process and technology knowledge that will increase the risk to the company’s financial health,
including ability to meet required financial reporting requirements, access to financial markets,
and ability to mitigate audit risk surrounding control failure.

VERSION HISTORY

Version | Author Description Date Notes

1.0 Leianne Raymond Updated for 2022-2026 | 6/30/21 Drafted

1.1 Stacey Wenz Review/Edits 7/7/21 Added Timeline

1.2 Graham Smith Review/Edits 7/7/21 Added alternative 1 summary
GENERAL INFORMATION

Business Case Justification Narrative Page 1 of 10
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Requested Spend Amount $16,165,000

Requested Spend Time Period 5 years

Requesting Organization/Department Finance, Accounting, Financial Planning &
Analysis

Business Case Owner | Sponsor Graham Smith | Ryan Krasselt

Sponsor Organization/Department Enterprise Technology

Phase Execution

Category Program

Driver Performance & Capacity

1.

1.1

1.2

1.3

BUSINESS PROBLEM

What is the current or potential problem that is being addressed?

The Finance and Accounting business area utilizes a collection of business applications
to complete the reoccurring business processes. These business processes change
on a frequent basis which is driven by a number of factors. The frequency of the change
is dictated by the lifecycles of the applications governed in this business case and these
changes require resources and technology solutions. This business case provides the
resources to keep the systems and automation processes in line with the changes in
business process, as well as ensuring the systems are current in their lifecycle to
maintain supportability, compatibility, security, and reliability.

Discuss the major drivers of the business case (Customer Requested, Customer
Service Quality & Reliability, Mandatory & Compliance, Performance & Capacity, Asset
Condition, or Failed Plant & Operations) and the benefits to the customer

The primary driver of this business case is performance and capacity, with asset
condition being secondary. As mentioned above, maintaining systems to align with
current state business process, is what allows this business area to operate in an
efficient manner. The lifecycle management of the applications under this business
case are also critical to maintain supportability and performance of the applications.
These lifecycles are largely dictated by the technology solutions that we use. All of this
work is being done to enable efficiencies, reduce risk and enable Avista to best serve
our internal and external customers. Without properly managed business processes or
lifecycles of these applications, our customers would potentially see difficulty in our
ability to report company financials, which could jeopardize our ability to access capital
markets and impair customers’ ability to trust our integrity, and the reliability of services
that we provide.

Identify why this work is needed now and what risks there are if not
approved or is deferred

The projects and initiatives within this Business Case support orderly management of
the business processes and technology utilized by this business area. If not funded, we
risk the functionality and supportability of the applications, and increase our exposure
to security risks.

Business Case Justification Narrative Page 2 of 10
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1.4

1.5

By not performing incremental upgrades and improvements to the business
applications, the risk of failure of either those business processes or the applications
that support those business processes increases. Additionally, by not funding the
requested amount, it will impact the technology staff that is used to support these
applications. This technology staff provides valuable insights and is highly
knowledgeable as to the internal workings of Avista and corresponding applications.
The loss of those team members could result in significant setbacks. It takes between
six to nine months to gain the business process knowledge and understanding to be
able to efficiently support these systems. Technology progresses on a constant basis
and work is required to be able to keep pace with those advancements.

Identify any measures that can be used to determine whether the
investment would successfully deliver on the objectives and address the
need listed above.

A measurement that can be used to track this business case over a longer period of
time is evaluation of the ‘vendor provided’ support timeline in comparison to the version
that is being utilized in Avista’s portfolio of applications.

Supplemental Information
1.5.1 Please reference and summarize any studies that support the problem

For asset replacement, include graphical or narrative representation of
metrics associated with the current condition of the asset that is proposed for
replacement. NA

Option Capital Start Complete
Cost
Recommended Solution $16,615,000 | 01 2022 12 2026

» Alternative #1 — Funding at a higher level to | $20,000,000 | 012022 12 2026
accommodate transformation and automation (section
2.4)

> Alternative #2 - Funding at a lower level / Waterline | $7,600,000 | 01 2022 12 2026
(section 2.4)

2.1

Describe what metrics, data, analysis, or information was considered
when preparing this capital request.

As part of the 5-year planning process, Enterprise Technology and the Finance and
Accounting department leaders meet to review the technology demand that is derived
from maintaining the current ‘core’ systems currently in place, as well as enhancements
or new technology that enables the business to meet their strategic initiatives.

These estimates were developed based on the historical trends for enhancement work
(EBS/PP), the product roadmaps for upgrades and licensing renewals, as well as high-
level estimates for new product technologies. High level estimates are collected by the
business level subject matter expert(s), technology domain architect(s), and delivery
management team(s). The schedule was developed with the most recently available

Business Case Justification Narrative Page 3 of 10
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2.2

2.3

2.4

information and is subject to change pending risks, competing priorities, dependencies,
etc.

Discuss how the requested capital cost amount will be spent in the current
year (or future years if a multi-year or ongoing initiative). (i.e. what are the
expected functions, processes or deliverables that will result from the capital spend?). Include
any known or estimated reductions to O&M as a result of this investment.

This business case is in place to reduce the risk to the back-office business operations,
specifically related to finance and accounting area. There are no direct reductions to
O&M investments by this capital investment, however not investing in this program on
a year over year basis will result in increased expense to address application defects
as a result of a non-supported platform. Additionally, not keeping the systems in line
with current business processes will also result in inefficiency in work process, which
creates increasing O&M pressure.

Outline any business functions and processes that may be impacted (and
how) by the business case for it to be successfully implemented.

The business process supported by this business case impacts all of the financial
transactions for the company. Failure to support these systems may cause numerous
near term and downstream impacts. A few examples would be, the creation of a new
accounting project, a new customer construction request, to the payment of an
invoice. These are critical functions of the company and require technology to be
executed efficiently and successfully.

Discuss the alternatives that were considered and any tangible risks and
mitigation strategies for each alternative.

> Alternative #1 - Funding at a higher level to accommodate transformation and

automation

Funding at this level would enable Avista to remove technology system risk by
accelerating system upgrades and bringing most of the financial systems to the current
version rather than waiting until the systems are end of life or end of support from the
vendors. This funding level would allow for automation of manual regression testing
of the systems which would enable faster time to value for the transformation efforts
across the company that have financial system changes. Furthermore, providing
additional resources in this area would foster innovation and transformation for all
customer journeys that have a financial component.

Alternative #2 - Funding at a Lower Level (or the Waterline).

The Waterline is bottom-up estimate for technology that is required to enable and
sustain automated business processes of existing Enterprise Applications to
essentially ‘run the company’. These investments allow the company to continue to
extract value from the initial technology investment that supports essential functions
and delivers efficiency at the appropriate level of quality and performance. Without this
investment, systems can fall out of support based on technology vendor-driven
lifecycles, as well as degrade appropriate levels of performance and capacity needed

Business Case Justification Narrative Page 4 of 10
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2.5

to sustain existing automated or technology-supported business processes or to keep
automated solutions in line with changing business processes. Estimates include labor
and non-labor forecasts based on historical trends and anticipated expenses, which
support the skillset, product, and licensing entitlements required to keep the systems
current. Waterlines can be fluid for various reasons and therefore are calibrated
annually. This alternative has a number of factors working against it.

If this Business Case was funded at the waterline, it would result in the need to run the
projects at a slower pace or defer existing system enhancements. This alternative
would cause a decline in the number of enhancements implemented and efficiencies
gained each year. While the work would likely get pushed to future years, the ability
to meet planned strategic objectives would be delayed even further. Both of these
actions would increase the risks for the company concerning its financial viability.

In short, while feasible, funding at a lower level reduces the timing of efficiency gains,
adds risk that Avista would have to increase the number of software application assets
that would need to be deferred, thereby increasing risk of obsolescence, losing
maintenance and support, and reducing automation efficiencies. This funding level also
increases the risk of a system failure have a tangible impact on company’s financial
reporting.

Include a timeline of when this work will be started and completed.
Describe when the investments become used and useful to the customer.
spend, and transfers to plant by year.

Below is roadmap of the applications and business initiatives that this business case
supports. Due to lower than requested funding of this business case a number of these
applications are already past due for an upgrade to maintain supportability.

Typical projects in the business case are generally 12 months less and transfer to plant
within 60 days following implementation to accommodate trailing charges.

Business Case Justification Narrative Page 5 of 10
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2.6 Discuss how the proposed investment aligns with strategic vision, goals,
objectives, and mission statement of the organization.

This is a program with discrete project and packages that align with Avista’s vision,
mission, and strategic objectives:

To provide Better Energy for Life, you need people. The Finance and
Accounting teams are dedicated to the people of Avista and its customers. The
technology in this business area is utilized as an investment, so that it can be
updated as the market demands and sustained to meet ongoing business
operations.

To improve our customers’ lives through innovative energy solutions, we also
need skill resources and specialized technology solutions to meet the many
complicated financial and compliance requirements. The specialized
technology solutions require continuous maintenance in order to meeting the
ever-changing requirements and to perform at acceptable levels.

The program embodies Avista’s Focus Areas, particularly placing emphasis on
the ‘perform’ aspect. The specialized technology solutions supported under
this business case are force multiplier for the financial and accounting
employees who without the technology would not be able to meet the needs of
Avista.

Business Case Justification Narrative Page 6 of 10
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2.7 Include why the requested amount above is considered a prudent
investment, providing, or attaching any supporting documentation. In
addition, please explain how the investment prudency will be reviewed
and re-evaluated throughout the project

This is program level business case and its investments are evaluated through program
level governance. On a routine basis the technology team members meet with the
business stakeholders and evaluate prior performance as well as input what should be
done next.

Investment prudency is also reviewed by the Steering Committee to ensure alignment
of initiatives through judiciously selected and implemented projects. The funding
requested as part of this program generally fits these initiatives and are assigned to
specific projects (with Steering Committee oversight) as they are identified. Also, the
Business Case owner will work with Steering Committee(s) to set project priority and
sequence over a five-year planning period, subject to any additional funding changes
as directed by the Capital Planning Group (CPG). Each program and project steering
committee meets regularly to review the demand to ensure that it aligns with Avista’s
strategies. The Steering Committee oversees scope, schedule and budget within their
respective programs and projects and inform the Business Case owner of any
changes needing escalation to the Technology Planning Group (TPG) or CPG for
decision-making around resource or funding constraints.

2.8 Supplemental Information
2.8.1 Identify customers and stakeholders that interface with the business case

Our customer and shareholders interface with this business case by having a
financially viable company.

2.8.2 Identify any related Business Cases

Because of the company’s highly integrated business processes all of the
Technology Business cases have relation to each other. The business cases are
divided to provide a clear understanding of the resources required to maintain and
enhance a highly integration company.

3.1 Steering Committee or Advisory Group Information

This business case is governed by a steering committee made up of the principle
managers of the finance and accounting areas and facilitated by the application
delivery manager and business product manager.

The roles include but are not limited to:

Director of Accounting, Director of Financial Planning and Analysis,
Manager Projects and Fixed Assets Accounting, Manager of Financial
Systems, Manager Resource Accounting, Manager of Asset Management,
and Manager Treasury.

Business Case Justification Narrative Page 7 of 10
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3.2

3.3

Provide and discuss the governance processes and people that will
provide oversight

The Finance and Accounting Business Case has four levels of governance: The
Executive Technology Steering Committee (ETSC); Technology Planning Group (TPG)
of Directors; Integrated Oversight Committee (I0C), and Program/Project Steering
Committees. Applicable stakeholders and disciplines meet regularly to govern the
business case and subsequent programs and projects.

The 10C evaluates and compares all of the application portfolio project priorities on a
weekly basis, utilizing risk, capacity, and other situational factors to ensure each
planned project is meeting critical milestones. The TPG sets priority across the
technology investment portfolio, balancing: strategic alignment, business value, and
customer benefits, as driven by the strategic initiatives established by the ETSC. The
Capital Planning Group (CPG), an independent body, establishes funding allocations
for each Business Case across the enterprise.

The Business Case is largely limited by the funding allocation and resource capacity
(staff) to meet its goals. The funding is generally established at the Business Case level
by the CPG. The resource capacity constraint is generally managed by the TPG and
the Business Case owner. Once the two constrains are established, the Business Case
owner will work with steering committee(s) to set project priority and sequence over a
five-year planning period, subject to additional funding changes as directed by the CPG.

How will decision-making, prioritization, and change requests be
documented and monitored

Project prioritization is evaluated by the management team on a weekly basis by the
IOC. Each program and project steering committee meets regularly and oversees
scope, schedule and budget within their respective programs and projects and inform
the Business Case owner of any changes needing escalation to the TPG or CPG for
decision-making around resource or funding constraints.

Any changes in funding or scope are documented at the Business Case level, via
Change Request document that is presented to the CPG on a monthly basis and
evaluated by the CPG for approval.

Changes in scope, schedule, or budget are also documented through a ‘Change
Request’ at the project level and reviewed and approved through a formal workflow
process. All Enterprise technology projects in this business case are managed through
the PMO, which follows the Project Management Institute (PMI) standards. Projects
initiate with a ‘Charter’ to begin the planning process. When planning is complete, a
‘Project Management Plan (PMP)’ is created and approved as the projects baseline for
scope, schedule, and budget. At the end of execution, an ‘Approval to Go Live’ is
submitted and approved prior to implementation (Transfer to Plant). After the
technology is in service and out of the warranty period, the Project Manager will hold a
Lessons Learned, and subsequently submit an ‘Approval to Close’ prior to finishing the
project. All Monitor and Control documentation and Change Requests are documented
and stored to ensure a comprehensive audit trail.

The undersigned acknowledge they have reviewed the Finance and Accounting
Technology Business Case and agree with the approach it presents. Significant changes to

Business Case Justification Narrative Page 8 of 10
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this will be coordinated with and approved by the undersigned or their designated

representatives.
DocuSigned by:
Signature: Craliam Switl Date: Ju1-08-2021 | 2:21 PM POT
. —_ BB2F4A1323EA41F ’
Print Name: Graham Smith
Title: Application Delivery Manager
Role: Business Case Owner
DocuSigned by:
Signature: E an krasselt Date: Jul1-08-2021 | 10:34 AM PDT
i — ZBABCERSETOA ..
Print Name: Ryan Krasselt
Title: VP and Controller
Role: Business Case Sponsor
DocuSigned by:
Signature: Jason. {ansgy Date: Jul1-08-2021 | 3:08 PM PDT
. - 43C4EESQ4DAD4AS
Print Name: Jason Lang
Title: Director Fin. Risk, & Asst. Treasurer
Role: Business Case Governance
DocuSigned by:
Signature: @AM Misson Date:  7u1-09-2021 | 7:31 Am POT
. ) - BE1DBCIDBS334D2. .
Print Name: Adam Munson
Title: Director of Accounting
Role: Business Case Governance
DocuSigned by:
Signature: @md, (,Md'ﬂjll [ 'sur‘ Date: Jul1-08-2021 | 8:57 AM PDT
. . - 88_AD612IDCBA84CG... .
Print Name: Daniel Loutzenhiser
Title: Director of Tax — Asst. Treasurer
Role: Business Case Governance
DocuSigned by:
Signature: Lawrun pmﬁ{wyﬁﬁ Date:  Ju1-08-2021 | 11:33 Am PDT
. _ 34CAC2A0AESCAET .
Print Name: Lauren Pendergraft
Title: Director of Financial Planning & Analysis
Role: Business Case Governance
DocuSigned by:
Signature: Beassiin MQM Date: u1-08-2021 | 8:52 AM PDT

— E4E2DACTEE4TATF .
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Print Name: Hossein Nikdel
Title: Director of Application Development
Role: Business Case Governance

Template Version: 05/28/2020
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1.0 BUSINESS CASE REQUEST -5 YEAR PLANNING 2021

Year Requested Amount CPG Approved Amount
(Admin use only)
2022 $3,850,000
2023 $3,715,000
2024 $3,515,000
2025 $2,300,000
2026 $2,785,000

1.1 DISCUSS HOW THE ABOVE REQUESTED AMOUNT WAS CALCULATED
INCLUDING ANY CONSIDERATION OF HISTORICAL SPENDING, ESTIMATES,
CONFIDENCE LEVELS AND ESCALATION RATES.

The Finance and Accounting Technology business case supports financial applications
critical to Avista’s financial health and regulatory requirements compliance, enabling Avista
to provide Better Energy for Life for our customers. These applications serve all Avista’s
customers and operations throughout all service territories. To maintain the business
processes, applications, and systems supported by this business case, it is recommended
to be funded as requested. These estimates were derived from calculated employee and
contract labor costs for the core teams in this business area, as well as historical trends,
product roadmaps and high-level industry estimates for new product technologies. High
level estimates are collected by the business level subject matter experi(s), technology
domain architect(s), and delivery management team(s).

Failure to fund this business case at the recommended level, will hinder Finance and
Accounting’s ability to keep pace with the transformation of utility operations and innovation
strategies, and will continue to compromise our ability to maintain secure, compliant
systems. Even though we have completed the Oracle E-Business Suite upgrade, there are
still multiple applications that are beyond end-of-life dates and if not funded, increases risks
to the company. Technical staff would be reduced, resulting in the loss of institutional
business process, technology skillset, and increases the risk to the company’s financial
health, including audit risk surrounding control failure. The delineated requests were
developed with the latest available information and is subject to change pending risks,
competing priorities, dependencies, etc. Detailed documentation is listed in section 1.5 of
the Finance and Accounting Technology Business Case Justification Narrative.

2.0 INITIAL BUSINESS CASE APPROVAL AND AUTHORIZATION

The undersigned acknowledge they have reviewed the funds request and agree with the
approach presented, and that it has been approved by the relevant governance group.
Signatures are required before funding can be considered.

Name Role Signature Date
Graham Smith BC Owner [,;mm";m Jul-08-2021 | 2421 PM PDT
Ryan Krasselt BC Sponsor @mly;wf Jul-08-2021 | 10:34 AM PDT
FP&A e

Business Case Funds Request — version 05/21/2020 Page 1 of 1
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EXECUTIVE SUMMARY

The Human Resources Technology (HRT) Business Case sponsors the technology related
applications that support the Human Resources (HR) business areas strategic initiatives. The HR
business area includes Benefits, Occupational Health, Avista First Care Clinic, HRIS/Payroll,
Employee Relations, Leadership and Organizational Development, Corporate Training and
Development, HR Shared Services, Recruiting, Equity-Inclusion-Diversity, HR Analytics and
Compliance, Craft & Technical Training, Apprenticeships and Safety.

Avista’s Human Resources technology systems are a necessity, as they provide essential
functions to all our employees and customers throughout all service territories, such as hiring,
payroll, benefits, safety, personnel development, and labor compliance. These vital systems
require systematic upgrades and enhancements in order to maintain reliability, compatibility, and
reduce security vulnerabilities. This business case is intended to run as an annual program that
maintains and augments these applications necessary to meet internal and external business
processes and objectives.

In order to maintain these business processes and systems supported by this business case, the
recommended funding level is roughly estimated to be $850,000 to $900,000 per year. This
funding level will provide the appropriate technology and development to meet the periodic
upgrades and enhancements prioritized by the HR and Enterprise Technology (ET) governance
committee. This funding level considers the development staff required to maintain the technology
solutions. If this business case if not funded at the recommended level, it will result in a reduction
of skilled resources, which greatly impacts the institutional business process and technical
knowledge, as well as our employees, customers, and compliance efforts. Additionally, a lower
funding amount will increase the risk to the company through the deferment of upgrades and
enhancements, resulting in unsupported applications, security liability, and significantly higher
costs.

VERSION HISTORY

Version | Author Description Date Notes
1.0 Leianne Raymond | 2022-2026 Business Case Revision 6/23/21
1.1 Diane Quincy 2022-2026 Business Case Revision edits | 6/29/21

Business Case Justification Narrative Page 1 of 13
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GENERAL INFORMATION
Requested Spend Amount $4,270,000
Requested Spend Time Period 5 years

Requesting Organization/Department

Human Resources

Business Case Owner | Sponsor

Brian Hoerner | Bryan Cox

Sponsor Organization/Department

Enterprise Technology

Phase Execution
Category Program
Driver Performance & Capacity

1. BUSINESS PROBLEM

1.1 What is the current or potential problem that is being addressed?

This program is required to support the application-related technology initiatives for all
areas within Human Resources (HR). Those areas include, Payroll & Timekeeping,
Benefits & Compensation, Leadership & Organizational Development, Labor &
Employee Relations, Occupational Health, and Safety & Craft Training

Application refresh projects are necessary due to the ongoing requirements to provide
updates, upgrades and/or replacements on existing HR applications, as they are
required to respond to changing business needs and/or technical obsolescence.
Application refreshes/upgrades are essential in order to remain current, maintain
compatibility, reliability, and address security vulnerabilities.

Application expansion projects result from demand related to transformations in the
utility and continuous technology progression required to achieve operational
efficiencies and strategic objectives. Recent trends in the areas of mobility, scalability,
and employee experience, require technological expansion of conventional business

practices and processes.

1.2 Discuss the major drivers of the business case and the benefits to the

customer

The primary investment driver for the Human Resources Business Program is
Performance and Capacity. A secondary investment driver, nearly as important as the
first, is Mandatory and Compliance.

Many of the applications and respective projects in this Business Case provide direct
support to Avista customers, while the remaining provide many indirect benefits.

Business Case Justification Narrative Page 2 of 13
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1.3

1.4

Some benefits to upgrades and enhancements to these systems include:
Advancing the ‘Customer Experience’ focus

Improving the ‘Employee Experience’ and engagement

Attracting and retaining diverse resources

Fostering ‘Equity, Inclusion and Diversity’ and a culture of belonging
Promoting safety and health

Increasing employee productivity

Encouraging and facilitating learning and skill development

Refining talent management

Fostering collaboration and communication

Maintaining compliance with relevant local, state, and federal regulations

Identify why this work is needed now and what risks there are if not
approved or is deferred

The projects and initiatives listed above provide functional enhancements that address
ongoing changes in the workplace, provide increased employee efficiency through the
reduction of steps required to complete a task, and make better use of Avista resources.
They shift costs from inefficient processes to more value-driven activities.

The primary alternative to these projects is to use existing systems as-is and to not put
new systems in place. This puts Avista at risk through attrition and perpetuates
inefficiencies as employees search to find the information they need.

Another alternative to taking on these projects as suggested would be to take them on
at a slower pace. While feasible, it reduces the timing of efficiency gains, continues to
risk attrition through employee dissatisfaction, and is harder to attract new talent as
current talent retires.

Working through these projects as suggested, reduces Avista’s overall risk exposure
by ensuring our employees are fully compliant with all FERC, NERC, and FCC rules
(via training and talent management), by ensuring Avista is using funds in the most
cost-efficient manner (via impr