Avista Corp.

1411 East Mission P.O. Box 3727
Spokane, Washington 99220-0500
Telephone 509-489-0500

Toll Free 800-727-9170

January 15,2016

Steven V. King

Executive Director and Secretary

Washington Utilities and Transportation Commission
P.O. Box 47250

Olympia, WA 98504-7250

0C 6 WY 61 NVl 310

Re:  Docket No. UE-011595, Monthly Power Cost Deferral Report, December 2015
Docket No. UE-140188, Monthly REC Report, December 2015

Dear Mr. King:

Enclosed are an original and five copies of Avista Corporation’s Power Cost Deferral Report for
the month of December 2015.

The report includes the monthly energy recovery mechanism (ERM) accounting journal together
with backup workpapers (Attachment A). In December, actual net power costs were less than
authorized costs by $2,319,495 Year-to-date actual net power costs were less than authorized
costs by $18,020,058. A deferral entry of $2,087,545 was made in the rebate direction. The
ERM deferral at December 2015 is $11,934,045 (including interest) in the rebate direction.

In Order 05, Docket UE-140188, the Company was authorized to return a portion of the
accumulated ERM deferral balance to customers effective January 1, 2015. Total rebate revenue
amounted to $764,306 for the month of December 2015. After adjusting for revenue-sensitive
expenses, $729,904 of amortization of the deferral balance was recorded.

Actual power supply expense was lower than the authorized level due primarily to low natural
gas and power prices. The average purchase power price was $21.90/MWh compared to an
authorized price of $40.81/MWh. The average natural gas price was $2.90/dth compared to an
authorized price of $4.09/dth.

Hydro generation was 76 aMW below the authorized level. Colstrip and Kettle Falls generation
was 2 aMW below and 4 aMW above the authorized level respectively. Gas-fired generation
was 100 aMW above the authorized level. The net transmission expense (transmission expense



less transmission revenue) was below the authorized level. Washington retail sales were 63
aMW below the authorized level.

The report also includes the monthly renewable energy credits (REC) accounting journal
together with backup work papers (Attachment B). Per Order 05, Docket UE-140188 the
Company defers 100% of the net monthly renewable energy credits (REC) not associated with
compliance for the Washington Energy Independence Act. The amount of net revenues for
December 2015 is $239,558. The Company also is authorized to return to customers an
amortization amount based on actual and projected net REC revenues from 2012 through June
2016. The rebate revenue amounted to $541,898 for the month of December 2015. After
adjusting for revenue-sensitive expenses, $517,507 of amortization of the deferral balance was
recorded.

Interest for the ERM is calculated pursuant to the Settlement Stipulation approved by the
Commission’s Fifth Supplemental Order in Docket No. UE-011595, dated June 18, 2002.
Interest is applied to the average of the beginning and ending month deferral balances net of
associated deferred federal income tax. The Company’s actual cost of debt is used as the interest
rate. The interest rate is updated semi-annually and interest is compounded semi-annually. The
January 2015 report on page 40 contains the information for the January — June calculations, and
the July 2015 report on page 33 contains the information for July — December calculations.

Interest for RECs is calculated per footnote 3 of the Settlement Stipulation in Order No. 5,
Docket UE-140188 dated December 25, 2014 where parties agreed to the use of an after-tax cost
of capital interest rate (6.34%) on the rebate balance. This interest rate will be updated at the next
General Rate Case.

A new forward long-term power contract was executed in December 2015 with Hydro
Technology Systems Inc. This contract has been attached as Attachment C.

If you have any questions, please contact Bill Johnson at (509) 495-4046 or Annette Brandon at
(509) 495-4324.

Sincerely,
itly Jessreed
Kelly Norwood
Vice President, State and Federal Regulation
AB
Enclosure

C: Mary Kimball, S. Bradley Van Cleve

AN
~I1VISTA
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STATE OF WASHINGTON

DOCKET NO. UE-011595
POWER COST DEFERRAL REPORT
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ERM Report

Month of December

STATE OF WASHINGTON
186280 ERM DEFERRAL (CURRENT YEAR)

201502 S (4,210,977.00){ $ 2,485,369.00 | $ (1,725,608.00)
201503 $ (1,725,608.00}{ $ (4,676,799.32)| $ (6,402,407.32)
201504 S (6,402,407.32){ $ (2,111,142.00) $ (8,513,549.32)
201505 S (8,513,549.32)| $ 550,197.00 | $ (7,963,352.32)
201506 $ (7,963,352.32)| $ 1,981,411.14 | $ (5,981,941.18)
201507 S (5,981,941.18)] $ 1,860,178.00 | $ (4,121,763.18)
201508 $ (4,121,763.18)| $ (398,154.00}] $ (4,519,917.18)
201509 $ (4,519,917.18){ $ (1,097,420.00)| $ (5,617,337.18)
201510 S (5,617,337.18)| $ (1,196,186.00)( $ (6,813,523.18)
201511 S (6,813,523.18)| $§ (3,001,730.00)| $ (9,815,253.18)
201512 $ (9,815,253.18) | (2,118,792.00)| $ (11,934,045.18)
201512 B {11,934,045.18) |
Current Month GL Account Amount Journal ID
Balance 11/30/2015 S (9,815,253)
Deferral Current Month $ (2,087,545) 481 - ERM
Interest $ (31,247) 481 - ERM
Balance 12/31/2015 $ (11,934,045)
YD Amount Journal ID
Balance 12/31/2014 $ (4,224,011)
Deferral Year to Date $ (9,280,769) 481 - ERM
Spokane Energy Transfer S (2,437,282) 481 - ERM
Transfer BPA Parallel Capacity $ 25,213 481 - ERM/NSJ015
Transfer to Account 186290 S 4,198,798 481 - ERM
Interest $ (215,994) 481 - ERM
Balance 12/31/2015 $ (11,934,045)
Total Absorbed Deferred
First $4M at 100% S (4,000,000) $ (4,000,000) $ -
$4M to $10M at 25% (rebate) S (6,000,000) $ (1,500,000) $ (4,500,000)
$4M to $10M at 50% (surcharge) $ (8,020,058) $ (802,006) $ (7,218,052)
Over $10M at 10% $ - S - S -
$ (18,020,058) $ (6,302,006) $ (11,718,052)
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- STATEOFWASHINGTON .
186290 ERM AMORTIZATION BALANCE
201502 $ 0.00|$ (4,210,868.00)| § (4,210,868.00)
201503 S (4,210,868.00)| $ {12,070.00) | $ (4,222,938.00)
201504 S (4,222,938.00)| $ (12,070.00} | $ (4,235,008.00)
201505 S (4,235,008.00)| § (12,070.00) | $ (4,247,078.00)
201506 $ (4,247,078.00)| § (12,070.00) | $ {(4,259,148.00)
201507 $ (4,259,148.00}| $ 4,259,148.00 | $ -
201508 $ -1s s -
201509 $ -|s s )
201510 $ -1 s -
201511 S -1 S -1s -
201512 S -1 s -1s -
201512 [ s -
Current Month Amount Journal ID
Balance 11/30/2015 $ -
Transfer t0182350 S - 481 - ERM
interest S - 481 - ERM
Balance 12/31/2015 $ -

ERM Report
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"~ STATE OF WASHINGTON_
182350 RECOVERABLE DEFERRAL BALANCE (CURRENT YEAR - 2015)
201502 $ (9,163,093.71) | $ 789,342.00 | $ (8,373,751.71)
201503 S (8,373,751.71) | $ 655,479.00 | $ (7,718,272.71)
201504 $ (7,718,272.71) | § 579,012.00 | $ (7,139,260.71)
201505 $ (7,139,260.71) | $ 561,307.00 | $ (6,577,953.71)
201506 $ (6,577,953.71) | $ 584,532.00 | $ (5,993,421.71)
201507 S (5,993,421.71) | $ (3,603,850.00)| $ (9,597,271.71)
201508 $ (9,597,271.71) | § 695,768.00 | $ (8,901,503.71)
201509 S (8,901,503.71) | $ 623,410.00 | § (8,278,093.71)
201510 S (8,278,093.71) | S 532,833.00{ $ (7,745,260.71)
201511 S (7,745,260.71) | $ 577,454.00 | $ (7,167,806.71)
201512 S (7,167,806.71) | $ 710,536.00 | $ (6,457,270.71)
201512 [$ (6,457,270.71) |
Current Month Amount Journal ID

Balance 11/30/2015 $ {7,167,806.71)

Surcharge Amortization $ 729,904.00 481 - ERM

Transfer From 186290 S - 481 - ERM

Interest $ (19,368.00) 481 - ERM

$ (6,457,270.71)
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DFIT Associated with ERM Deferrals
Account 283280.ED.WA
Account 186280.ED.WA balance
Account 186290.ED.WA balance
Account 182350.ED.WA balance
Total
Federal income tax rate
Deferred FIT related to deferrals
Rounding
Balance that should be in account - January 31, 2015

GL Check

$ (11,934,045.18)
5 -
$ (6,457,270.71)
3 (18,391,315.89)
-35%
$ 6,436,960.56
$ 0.88
3 6,436,961.44
B 6,436,961.44 |
$ 0.00



STATE OF WASHINGTON

201405 $ (2,187,215.64) | $ 84,889.00 | $ {2,102,326.64)

186322 201406 $ (2,102,326.64) | $ (21,300.25) | $ (2,123,626.89)
ED.WA 201407 S (2,123,626.89) | $ (140,262.00) | $ (2,263,888.89)
201408 $ (2,263,888.89) | $ (180,438.00}{ $ (2,444,326.89)

201409 S (2,444,326.89) | $ (271,407.00} | $ (2,715,733.89)

201410 S (2,715,733.89) | $ (458,544.00) | $ (3,174,277.89)

201411 S (3,174,277.89} | S (42,690.00) | $ (3,216,967.89)

201412 S (3,216,967.89) | $ (60,222.00) | $ (3,277,189.89)

201501 $ (3,277,189.89)] $ 153,618.00 | (3,123,571.89)

201502 S (3,123,571.89)1 $ 568,226.00 | S (2,555,345.89)

201503 S (2,555,345.89) | $ 485,435.00 | $ (2,069,910.89)

201504 S (2,069,910.89) | $ 420,814.00 | $ {(1,649,096.89)

201505 S (1,649,096.89) | $ 412,340.00 | $ (1,236,756.89)
201506 $ (1,236,756.89){ $ 429,136.00 | $ {807,620.89)
201507 $ (807,620.89) | $ 477,685.00 | $ (329,935.89)

201508 S (329,935.89)| $ 532,856.00 | $ 202,920.11

201509 S 202,920.11 | $ 467,625.00 | $ 670,545.11

201510 S 670,545.11 | $ 406,337.00 | $ 1,076,882.11

201511 S 1,076,882.11 | $ 435,229.00 | S 1,512,111.11

201512 S 1,512,111.11 | $ 526,808.00 | $ 2,038,919.11

GL YTD Check 201512 rS 2,038,919.11

Current Month Amount Journal ID
Account 186322 Begin Balance $ 1,512,111.11

Amortization S 517,507.00 475 - WAREC Journal

Interest - 6.340% S 9,301.00 475 - WA REC Journal

Ending Balance $ 2,038,919.11

ERM Report
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186323 201505 $ (683,311.00)| $ (177,243.00}{ $ {860,554.00)
ED.WA 201506 S (860,554.00)| § (120,850.00} | S {981,404.00)
201507 $ (981,404.00)| S (98,671.13)| $ (1,080,075.13)
201508 $ (1,080,075.13)| $ (183,092.00)| $ (1,263,167.13)
201509 $ (1,263,167.13)| $ (166,058.00)| $  (1,429,225.13)
201510 $ (1,429,225.13)| $ (149,388.00)| S  (1,578,613.13)
201511 $ (1,578,613.13)] $ (194,365.00)| $ (1,772,978.13)
201512 S (1,772,978.13)| S (249,373.00)| 5 (2,022,351.13)
GL YTD Check 201512 S {2,022,351.13)
Current Month Amount Journal ID
Account 186323 Beginning  § (1,772,978.13)
Deferral $ (239,558.00) 475 - WAREC
Interest S (9,815.00) 475 - WAREC
Ending Balance $ (2,022,351.13)

ERM Report
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, " STATEOFWASHINGTON
_232305/283310 DFIT ASSOCIATED WITH REC DEFERRALS _

DFIT Associated with ERM Deferrals

Account 283305.ED.WA

Account 186322.ED.WA balance

Account 186323.ED.WA balance
Total

Federal income tax rate

Deferred FIT related to deferrals

True up to Tax Return

Balance that should be in account

GL Check

2,038,919.11
(2,022,351.13)

wnin n

16,567.98
-35%

(5,798.79)

8,082.00

wnwnin

2,283.21

zo1512| $

2,283.21
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Attachment A

Avista Corporation
Monthly Power Cost Deferral Report

Month of December 2015

ERM Deferral Journal
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Attachment B

Avista Corporation
Monthly Power Cost Deferral Report

Month of December 2015

REC Revenues Deferral Journal
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Accounting
DJ47S - Washington REC {Current 2015" Deferral)

Rate will remain the same throughout the ywar for 2016
The rate is based on WA Rste Order for REC deferval affective 1.1.95
interest whi be accrued monthly and compounded semi-anmuaily.

Whmmnmummmmmmummmmmmmmm
rate order, rate is after tax cost of capital [ % 1.1.1%

The monthly rate i 0.0052833
35.00°% Tax rate
196323-EDWA Curent (2015)
Beginning Balance Including Interes! interest 0
{121,042)
{320)
{121,042)
{103,433)
{913)
2028/2015 Balance before inerest (224,475)
mafrh RS Dlery AR R 167,220}
arch Interest {1.828)
Ar1172015 Balance befors interast {361,695) JUNE CORRECTIONS:
April REG Diterral (SO {285,830) g cormsoted 1204,687)
April Interest (2,825) [Apr corrected {2.821)
473072015 Balance before interast {677,825) 43012015 Balance before interest {676382)
IMIY RECTWGE i {173,208) y comected REGDSNMN 22007 (17,389)
Interest (4.038) ay cormetian Irverest {4 ,0331
583112015 Balence before interest {850,830} 53122015 Betance before interes! {848,978)
(118,246} in June, & was discovered that In Aprit & May expenses had not been
- {4.810) Inluded In the REC Deferral caltulation 1o offvet revenus for these
4 a months. Correcting entrins will be made In June for April and May.
1,884
&
5968.679}
(981,404) Semi-Annual Compownding
{132,321)
38,978 WA 1-937 Complisnce-Foragons iD REC Rev A (Annus) adiustment}
{5,329)
(1,074,7486)
{176,945}
{6,148)
(1,251,652)
(159,025)
{7.033)
/3012015 Bsienca batfore interast 1,430,717}
Oct RECDalre: {140,831)
Oct Inmerest {7.829)
1013112015 Batance befors intarest {1,552,268)
Nov G Dl Wi TR (186,673}
Nov Interest {8.682)
117302015 Balance before interest {1.737,942)
Dec NEE Do - . (230,588) 1) | /
Dec Interest - (9.815)
1213172015 Balnce before interest {1.977,500)
[GU Balence (1,737,942) (35,037)
Update REC balance to include Interest {1.772,979,
186323.ED. WA GL Wand 41,772,078)
Cifterencs L&)

H:\Power Deferrais\Power Defemal Jourmnals\iREC Deferrali2015 D475 WA REC xisx Y28 314 PM
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Avista Corp. - Resource Accounting
Washington REC Deferral Summary - DJ475

Debit Credit Entry

REC REVENUE & EXPENSE
October Revenue
186322 $140,831
557322 $140,831

October Expense
186322 50
557322 $0

October Total
186322 $0 $140,831 $140,831 Credit
557322 $140,831 $0 -$140,831 Debit
November Revenue
186322 $186,506
557322 $186,506

November Expense
186322 $833
557322 $833

November Total
186322 $833 $186,506 $185,673 Credit
557322 $186,506 $833 -$185,673 Debit

December Revenue /
186322 $240.655®
557322 $240,655

e

December Expense
186322 $1,09@

557322 $1,097

December Total %C;\)
186322 $1,097 $240655 $239,558 Credit
557322 $240,655 $1,097 -$239,558 Debit
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Avista Comp. - Resource Accounting
DJ4T5 - Washington REC Deferral {Current Amortization)

Rate will remain the same throughout the vear for 2016
The rats is based on WA Rate Ordar for REC deferrs] effective 1.1.16
Interest will be accrued momhlymd composnded semi-annuefly.

12 month of current month charpes times the coment monthly imlerest rate

hhe monthly rate is:
35.00% Tax rute
Kecount 1B8322-ED-WA . :
Currerily 4 achivity, Amortized over 18 months (Jan *15-June "16)
December REC Defarral 150,948)
December Irterest {9.274)
1273172014 Bdlml before mmﬂ 3,229,771
< Wi g e semi annual interest compounded
[January REC Amenization 162,668 9,050.00
[tanuary Interest {18.885) 16.634.00
11312015 Balance befors interest {3,114,520) January Adjust 7.584.00 interest Rate
Fetrumy REC Amortization 690,456
{Februsry Interast {14.883)
2128/2015 Baiance before interesi {2,524 085) Should heve compounded interas! at 12.31,14. Adjusl and correct for March sniry
Interest Was Comsction
mlch REC Amortization 497954 Janusary Adhust 16,834 {250)
arch Intevest {12,020) February Adjust 14, 645 {249)
373172015 Balance bafore interast (2,026,119} {499)
April REC Amoriization 430,382
April Interest (9,568)
A730/2015 Briance before intersst {1,585,728)
IMay REC Amurtization 413,682
Interest {7.322)
5/3172015 Balance before interest 11,178,087)
June REC Amortization 434,203
June Interest {5.067)
€/30/2015 Batance before interest 4),864)
Balance inciuding Jan-Jun Inlerest 7,621) Semi-Annuel Compounding
July REC Amartization 480,682
July nterest {2.987)
713112015 Balance before wterest {326,038)
A REC A ion B33,176 9}4{15 talked t? {\nnem about balance becorning ;I»smve
Jterest 139 earlier than anticipsted {notes sey amortization Jan'15-
&3112015 Balance belors interest 208,238 Jun'16). Batence fiipped due to super hot summer causing
Ioad increases so we amortized more than anticipated.
September REC Amortization 456,306 Alsp, the rate projected used 2013 actuals.
September Interest 2,318
9/30/2015 Balance before interest 871,542 The balance will continue to grow as a debit and this is ok
because it Is being offset by the deferrals in account
October REC Amortization 401,728 186323, in Decerber 2015 with the new fiting, these will
October Interest 4509
10/31/2015 Balsnce before interest 1,073,270
November REC Amorlization 428,427
November Inerest 8,802
11/30/2015 Balance before intarest 1,501,697
December  REC Amorizetion £17,507 "f v’
December Interest 8,301
1273142015 Balance before interest 2,019,204
L Balance 1,501,697 10414
Update REC balance 10 nclude Inerpst 1,512,111
188322.ED.' WA GL Wand 1,612,11%

Difterence

H:\Pownr Delerrais\Power Deferral Journaie\REC Deferrali2015 DJ4TS WA REC xdsx

1/7i20%6 .28 PM
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Attachment C

Avista Corporation
Monthly Power Cost Deferral Report

Month of December 2015

Long Term Power Contract
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LivisTAa

'East Mission Avenue

PO Box 3727
Spokane, WA 99220.3727

December /5 2015

Hydro Technology Systems. Inc.
Ben Hendrickson

1680 S. Juniper St.

P.O. Box 245

Kettle Falls. WA 99141

Re:  Amendment No. 3 to the Power Purchase Agreement Beiween Hydro
Technology Systems, Inc. and Avista Corporation

Dear Mr. Hendrickson:

Hydro Technology Systems, Inc. (“Seller™) and Avista Corporation {“Avista™), referred to
herein individually as a “*Party™ and col lectively as the “Parties.” entercd into that certain Power
Purchase Agreement dated January 1, 2012, {(“Power Purchase Agreement”) under which Avista
purchases encrgy from the Meyers Falls hydroelectric project, which is located on the Colville
River five miles upstream of the Columbia River. near the City of Kentle Falls. Washington. and
which has a total nameplate capacity of 1.2 megawatts.

The original term of the Power Purchasc A greement expired by its terms on December
31.2013. Amendment No. 2 extended the term of the agreement to expire on December 31,
2015. Seller and Avista have agreed to amend the Power Purchase Agreement 1o extend the term
through December 31, 2019,

The Parties hereby agree to amend the Power Purchase Agreement as follows:

1. Section 4.1 of the Power Purchase Agreement is amended to change the
expiration date of the Term to December 31. 2019 so that Section 4.1 of the Power Purchase
Agreement reads in its entirely as follows:

4.1 The effective date of this agreement shall be January 1. 2012 and will continue.
unless otherwise terminated as provided herein, through December 31, 2019: provided however.
thot this Agreement shall terminate upon Commission rejection of this Agreemem.
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2. Exhibit 2 (Power Purchase Rate) is amended and replaced in its entirety with the
attached Amended Exhibit 2 to reflect the contract rates for January 2016 through December
2019.

Except as expressly provided herein, all other terms and conditions of the Power Purchase
Agreement remain in full force and effect.

The Parties agree that this Amendment No. 3 to the Power Purchase Agreement will be
construed in accordance with Section 210 of PURPA and other applicable laws and regulations.
This Amendment No. 3 to the Power Purchase Agreement shall become effective on January 1,
2016. Upon the cffective date of this Amendment, this Amendment shall be incorporated in the
Power Purchase Agreement and all references to the Power Purchase Agreement shall be deemed
to be references 10 the Power Purchase Agreement as amended by this Amendment No. 3.

If the terms set forth herein for the Amendment No. 3 to the Power Purchase Agreement
are acceptable. please execute below and return an original executed copy of this letter to me.
Please call Bill Johnson at (509) 495-4046 if you have any questions.

Sincerely,
il N
Scott Kinney

Director, Power Supply

ACCEPTED AND AGREED TO:
HYDRO TECHNOLOGY SYSTEMS, INC.
Z A -
F==
Name: &%{/M J. Hedbgiees s/

Date: /2/75/7s~
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Amendment No. 3 to the Power Purchase Agreement Between Hydro
Technology Systems, Inc. and Avista Corporation

Exhibit 2
Power Purchase Rate

Contract

Period Rate
$/MWh

Jan 2016 - Feb 2016 $50.18

Mar 2016 - Jun 2016 $39.03

Jul 2016 - Dec 2016 $50.18

Jan 2017 - Feb 2017 $50.93

Mar 2017 - Jun 2017 $39.61

Jul 2017 - Dec 2017 $50.93

Jan 2018 - Feb 2018 $51.70

Mar 2018 - Jun 2018 $40.21

Jul 2018 - Dec 2018 $51.70

Jan 2019 - Feb 2019 $57.08

Mar 2019 - Jun 2019 $44.39

Jul 2019 - Dec 2019 $57.08



