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Exhibit No. __ (RLM-1T)

Q. Please state your name, business address and present position with Avista
Corporation (" Avista" or "Company").

A. My name is Ronald L. McKenzie and my business address is East 1411 Mission
Avenue, Spokane, Washington. I am employed by Avista as Manager, Regulatory Accounting.

Q. Would you briefly describe your educational background?

A. I'am a 1973 graduate of Eastern Washington University with a Bachelor of Arts
degree in Business Administration majoring in accounting. I obtained a Master of Business
Administration Degree from Eastern Washington University in 1989. I have attended several
utility accounting and ratemaking courses and workshops.

Q. How long have you been employed by Avista and what are your present
duties?

A. I'was first employed by Avista in September 1974. My present duties include

preparing data related to regulatory matters and presenting testimony before regulatory

commissions.
Q. Have you previously testified before this Commission?
A. Yes. Thave testified before this Commission in several prior proceedings.
Q. What is the scope of your testimony in thi§ proceeding?
A. My testimony addresses the accounting associated with the power cost deferrals

under the Energy Recovery Mechanism (“ERM”) approved by the Commission in Docket No.
UE-011595. Ialso explain the interest calculation and the monthly reports that are filed with the
Commission. Iam sponsoring Exhibit No. __ (RLM-2), which consists of the monthly report for

the month of December 2004.
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Exhibit No. __ (RLM-1T)

Q. Would you please describe the accounting associated with the Company's
ERM deferral mechanism?

A. Yes. Company witness, Mr. William G. Johnson, discusses in his direct
testimony the procedure used to calculate the monthly variations between actual and authorized
power supply revenues and expenses. The monthly variations are accumulated until the annual
“Company Band” (Band) amount of $9.0 million is exceeded. Once the Band is exceeded, 90%
of the monthly variations between actual and authorized net power supply costs are deferred.
When actual net power supply costs exceed authorized costs, entries are made to record the
deferral amount (90% of the amount that has exceeded the Band) by crediting Account 557.28 -
Other Power Supply Expenses, thereby decreasing recorded power supply expenses, and debiting
Account 186.28 - Miscellaneous Deferred Debits. An accumulated debit balance in Account
186.28 represents a surcharge balance. If actual net power supply costs are less than authorized
costs in a given month, an entry would be made to record the difference by debiting Account
557.28 - Other Power Supply Expenses, thereby increasing recorded power supply expenses, and

crediting Account 186.28 - Miscellaneous Deferred Debits.

Q. How are income taxes accounted for under the deferred power cost
mechanism?
A. The power cost deferral entries are not included in the determination of taxable

income for federal income tax purposes. Therefore, deferred federal income taxes related to the
deferred power cost entries are recorded. Account 283.28 — Accumulated Deferred Federal

Income Tax reflects a credit balance of 35% of the debit balance in Account 186.28. When
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Exhibit No. __(RLM-1T)

Account 283.28 is credited, Account 410.10 — Deferred FIT Expense in debited. Likewise, when
Account 283.28 is debited, Account 410.10 is credited.

Q. In 2004 what were the amounts deferred, absorbed by the Company, and the
balance in the 2004 deferral account, Account 186.28, at December 31, 2004?

A. During 2004 actual net power costs exceeded authorized net power costs for the
Washington jurisdiction by $20,663,573. Of that amount $10,497,216 was deferred, with the
remaining $10,166,357 being absorbed by the Company. The amount absorbed by the Company
consists of the $9,000,000 Band plus 10% of the amount exceeding the band, or $1,166,357
(10%*($20,663,573-$9,000,000)). There was a balance in the 2004 deferral account at
December 31, 2004 of $10,777,698, consisting of the $10,497,216 amount that was deferred
during the year plus $280,482 of interest on the deferred costs.

Q. How does the Company calculate interest on the balance in Account 186.28?

A. The Company follows the method of calculating interest set forth in the
Settlement Stipulation in Docket No. UE-011595. The interest rate used is the Company’s actual
weighted cost of debt. The weighted cost of debt is updated semi-annually and interest is
compounded semi-annually. Interest is calculated on the average of the beginning and ending
month balances in Account 186.28 net of deferred federal income tax. The interest rate used for
the period January 1, 2004 through June 30, 2004 was 8.45%, the Company’s weighted cost of
debt at December 31, 2003. The interest rate used for the period July 1, 2004 through December
31, 2004 was 8.44%, the Company’s weighted cost of debt at June 30, 2004. The monthly
reports for the months of January 2004 and July 2004 contain worksheets showing the weighted

cost of debt calculations that support the above listed interest rates.
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Exhibit No. __ (RLM-1T)

Q. What reports does the Company submit to the Commission?

A. The Company submits monthly reports to the Commission, which include the
monthly power cost deferral journal entries together with backup workpapers and other
supporting documentation. The Company submits an original and five copies of the monthly
reports to the Commission. Copies of the monthly reports are also submitted to Mr. Robert
Cromwell, Office of the Attorney General, Public Counsel Section, and to Mr. S. Bradley Van
Cleve representing The Industrial Customers of Northwest Utilities (ICNU).

Q. Are you including the monthly reports as an exhibit in this filing?

A. No. In past years, in addition to already having supplied the reports to the parties,
the reports were also included as an exhibit. The 2003 monthly reports included as an exhibit in
last year’s ERM filing consisted of 346 pages. Due to the volume of material and the fact that the
parties to this proceeding have already received copies of the monthly reports, additional copies
of the 2004 monthly reports are not included as an exhibit in this filing. However, I have
included, for illustrative purposes, a single month’s report for the month of December 2004. The
December 2004 report is attached as Exhibit No.  (RLM-2).

Q. Does this conclude your direct testimony?

A. Yes, it does.
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Avista Corp.

1411 EastMission PO Box3727 B
Spokane, Washington 99220-3727 UL A _ .
Telephons 509-489-0500 R . -\ 's TA

* . ToliFree Bw-727-_9170

Corp.

' January 13, 2005
Ms. Carole J. Washburn, Executive Secretary
- Washington Utilities and Transportation Commission

P.0. Box 47250
~ Olympia, WA 98504-7250

Re:Docket No. UE-011595, Monthly Power Cost Deferral Report
For the Month of December 2004

Dear Ms. Washburn:

Enclosed are an original and five copies of Avista Corporation’s Power Cost Deferral
Report for the month of December 2004. The report includes the monthly energy
recovery mechanism (ERM) accounting journal together with backup workpapers.
Actual net power costs were higher than authorized costs by $1,454,763. A deferral in
the surcharge direction of 90% of that amount, or $1,309,287, was recorded.

Actual power supply expenses were higher than authorized due partly to higher than
authorized price for purchased power. The average market purchase price was
$45.36/MWh compared to an authorized rate of $31.50/MWh. The average market
sales price was $49.32/MWh comipared to an authorized sales price of $31.20/MWh.
Hydro generation was 17 aMW above the authorized levels.

Coyote Springs 2 generated 17 aMW above the authorized level of 93 aMW. Other
gas-fired resources generated 9 aMW below the authorized level due to economics.
Colstrip generated 6 aMW above the authorized level, and Kettle Falls generated 23
aMW above the authorized level. Both thermal fuel expense and natural gas fuel
expense were above the authorized level. Washington retail sales were 93 aMW below

the authorized level.

There were no new forward long-term power contracts of one year or longer entered
into in the month of December 2004. If you have any questions, please contact Bill
Johnson at (509) 495-4046 or Ron McKenzie at (509) 495-4320.

Sincerely,
'7&,(1& /141 wrrd

Kelly Norwood
Vice President State and Federal Regulation

RM
Enclosure
¢: Robert Cromwell
S. Bradley Van Cleve
Page 1 of 27
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AVISTA CORPORATION
STATE OF WASHINGTON

DOCKET NO. UE-011595
POWER COST DEFERRAL REPORT

MONTH OF DECEMBER 2004
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Exhibit No. (RLM-2)
Page: 1 Document Name: untitled - Deferral Report
Month of Dec '04
Page 3 of 25

> C WWp, 0000918628, 028 ON GLMLY
LEVEL 03 LINK FROM GLMO5

————————— GL:M - AMOUNT MAINTENANCE --—————-=
CORP: WWP ACCOUNT: 0000918628 CENTER: 028
WA ERM - CURRENT YEAR

PER CURR YEAR ACTUALS LAST YEAR ACTUALS 2ND YEAR ACTUALS
01 .00 .00 730,862.00
02 .00 .00 214,588.82-
03 .00 .00 927,912.16-
04 .00 94,153.00 640,898.16-
05 .00 1,437,758.00 782,317.25
06 3,797,728.00 5,521,304.47 4,173,702.11
07 9,092,702.00 10,897,385.37 .00
08 12,405,364.00 14,878,366.37 3,462,701.00
09 11,917,361.00 17,291,968.37 4,581,436.00
10 10,143,848.00 18,996,002.37 7,980,106.00
11 9,423,396.00 19,319,437.37 10,046,279.00
12 10,777,658.00 22,791,372.37 18,418,548.00
TOTAL .00 .00 .00

A205W-END OF LIST
01/12/05 14:24:58 1 M3LL CIX1

ERM Deferral Balance (Current Year - 2004)

Account 9186.28 028 Amount Journal ID

Balance 11/30/04 $9,423,396.00

Deferral 1,309,287.00 DJ702

Interest 45,015.00 DJ702
$10,777,698.00

Balance 12/31/04

Page 5 of 27 —
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Exhibit No. ___(RLM-2)

Deferral Report

Page: 1 Document Name: untitled Month of Dec '0
> C WWP, 0000918629, 028 ON GLMLy  Tagedof2s
LEVEL 03 LINK FROM GLMOS
————————— GL:M - AMOUNT MAINTENANCE ---------
CORP: WWP ACCOUNT: 0000918629 CENTER: 028
WA ERM - LAST YEAR
PER CURR YEAR ACTUALS LAST YEAR ACTUALS 2ND YEAR ACTUALS
01 22,895,690.37 18,507,141.00 5,590,562.00-
02 23,000,008.37 18,595,734.00 .00
03 23,104,326.37 18,684,327.00 .00
04 23,208,644.37 18,772,920.00 .00
05 23,312,962.37 18,861,513.00 .00
06 23,417,280.37 18,950,106.00 .00
07 23,524,285.37 19,040,688.00 .00
08 .00 19,131,270.00 .00
09 .00 19,221,852.00 .00
10 .00 19,312,434.00 .00
11 .00 19,403,016.00 .00
12 .00 .00 .00
TOTAL .00 .00 .00
A205W-END OF LIST
: 01/12/05 14:25:20 1 M3LL CIX1
ERM Deferral Balance (Prior year - 2003) Journal ID
Account 9186.29 028 Amount 00 =
Balance 11/30/04 $0. 54702
Transferred to Account 9182.35 028 in August 2004 5o
Balance 12/31/04 $0.
Page 6 of 27 —
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Exhibit No. RLM-2
Page: 1 Document Name: untitled — ) l]\D/Ii)fxftrhrac])fRI;zc(:n:tO
> C WWP, 0000918235, 028 ON GLMLY Page 5 of 25
LEVEL 03 LINK FROM GLMOS5
--------- GL:M - AMOUNT MAINTENANCE ---~-=—--
CORP: WWP ACCOUNT: 0000918235 CENTER: 028
WASHINGTON ERM DEFERRAIL BALANCE
PER CURR YEAR ACTUALS LAST YEAR ACTUALS 2ND YEAR ACTUALS
01 97,324,911.28 102,120,741.28 132,006,255.17
02 95,273,046.28 100,387,075.28 122,433,021.17
03 93,420,167.28 98,579,839.28 118,334,898.17
04 81,822,602.28 96,934,524.28 115,248,382.17
05 90,379,071.28 95,426,432.28 112,494,809.17
06 88,948,869.28 93,918,785.28 109,873,441.17
07 87,3%92,898.28 92,464,598.28 111,925,345.28
08 109,062,726.65 90,760,912.28 110,453,043.28
09 107,487,249.65 B89,0095,467.28 109,001,480.28
10 106,046,812.65 87,584,937.28 107,664,179.28
11 104,468,744.65 85,922,928.28 106,072,397.28
12 102,429,966.65 99,774,940.28 104,166,540.28
TOTAL .00 .00 .00
A205W-END OF LIST
01/12/05 14:21:45 1 M3LL CIX1
Recoverable Deferral Balance
Account 9182.35 028 Amount Journal ID
Balance 11/30/04 $104,468,744.65
Amortization -2,499,252.00 DJ702
Interest 460,474.00 DJ702
Balance 12/31/04 $102,429,966.65
Page 7 of 27 —
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Exhibit No. ___ (RLM-2) Deferral Report

Page: 1 Document Name: untitled Month of Dec '04
> C WWP, 0000918236, 028 ON GLMLY Page 6 of 25
LEVEL 03 LINK FROM GLMO5
————————— GL:M - AMOUNT MAINTENANCE -—-——=——-
CORP: WWP ACCOUNT: 0000918236 CENTER: 028
WASHINGTON ERM AMORTIZATION
PER CURR YEAR ACTUALS LAST YEAR ACTUALS 2ND YEAR ACTUALS
01 949,785.00 .00 .00
02 824,702.00 .00 .00
03 899,504.00 .00 .00
04 874,191.00 .00 .00
05 848,762.00 .00 .00
06 823,217.00 .00 .00
07 797,552.00 .00 .00
08 771,770.00 .00 .00
09 745,870.00 .00 .00
10 719,852.00 .00 .00
11 693,715.00 .00 .00
12 667,458.00 974,754.00 .00
TOTAL .00 .00 .00
BA205W-END OF LIST
01/12/05 14:23:10 1 M3LL CIX1
Contract Buyout Deferral Balance
Account 9182.36 028 Amount Journal ID
Balance 11/30/04 $693,715.00
Amortization® -$29,361.00 RJECB
Interest 3,104.00 RJECB
Balance 12/31/04 $667,458.00
*Amount grossed-up from 90% to 100% for ERM deferral calculations $32,623
Page 8 of 27
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ExhibitNo. ___(RLM-2)  pepe o
. . : ' S eport
Page: 1 Document Name: untitled Month of Dec 0«
> C WWP, 0000918601, 028 ON GLMLY Page 7 of 25
LEVEL 03 LINK FROM GLMO5
————————— GL:M - AMOUNT MAINTENANCE ---————==
CORP: WWP ACCOUNT: 0000918601 CENTER: 028
WA ERM YTD COMPANY BAND
PER CURR YEAR ACTUALS LAST YEAR ACTUALS 2ND YEAR ACTUALS
01 3,483,950.00 4,982,867.00 .00
02 4,961,037.00 6,578,313.00 .00
03 4,843,195.00 8,748,531.00 .00
04 6,776,853.00 9,000,000.00 .00
05 7,5%6,603.00 9,000,000.00 .00
06 9,000,000.00 9,000,000.00 .00
07 9,000, 000.00 98,000,000.00 4,319,249.00
08 9,000, 000.00 9,000,000.00 4,500,000.00
09 9,000,000.00 9,000,000.00 4,500,000.00
10 8,000,000.00 9,000, 000.00 4,500,000.00
11 9,000, 000.00 9,000,000.00 4,500,000.00
12 9,000,000.00 9,000,000.00 4,500,000.00
TOTAL .00 .00 .00
A205W-END OF LIST
01/12/05 14:24:43 1 M3LL CIX1
ERM Deadband
Account 9186.01 028 Amount Journal ID
Balance 11/30/04 $9,000,000.00
2004 deadband accumulation 0.00  DJ702
Balance 12/31/04 $9,000,000.00
Page 9 of 27
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oo Exhibit No. ___(RLM-2)  Def
Page: 1 Document Name: untitled Mz:tll:a;flgzgl:(ty
Page 8 of 25

> C wWwp, 0000918602, 028 ON GLMLY
LEVEL 02 LINK FROM CMEXX

--------- GL:M - AMOUNT MAINTENANCE —-----—--
CORP: WWP ACCOUNT: 0000918602 CENTER: 028
WA ERM YTD CONTRA ACCOUNT

PER CURR YEAR ACTUALS LAST YEAR ACTUALS 2ND YEAR ACTUALS
01 3,483,850.00- 4,982,867.00- .00
02 4,961,037.00~- 6,578,313.00~- .00
03 4,843,195.00- 8,748,531.00- .00
04 6,776,853.00- 9,000,000.00- .00
05 7,596,603.00- 9,000,000.00- .00
06 9,000,000.00-~ 9,000,000.00~ .00
07 9,000,000.00- 9,000,000.00- 4,319,249.00~-
08 9,000, 000.00- 9,000,000.00- 4,500,000.00-
08 9,000,000.00~- 9,000,000.00- 4,500,000.00-
10 9,000, 000.00- 9,000,000.00- 4,500,000.00-
11 9,000,000.00~- 9,000,000.00~ 4,500,000.00-
12 9,000,000.00- 9,000,000.00- 4,500,000.00~-
TOTAL .00 .00 .00

A205W-END OF LIST
01/12/05 14:28:38 1 M3LL CIX1

ERM Deadband Contra Account _
Account 9186.02 028 Amount Journal ID
Balance 11/30/04 -$9,000,000.00
2004 deadband contra entry - 0.00 DJ702
Balance 12/31/04 -$9,000,000.00

Page 10 of 27 —
Date: 1/12/2005 Time: 02:29:19 PM



' \ Exhibit No. ___(RLM-2)

Page: 1 Document Name: untitled Deferral Report
cC WWP, 0000928328, 028 ON GLMLY Month of Dec '04
> ’ r
LEVEL 02 LINK FROM CMExx T 2ge90f25
————————— GL:M - AMOUNT MAINTENANCE —-———==——o
CORP: WWP ACCOUNT: 0000928328 CENTER: 028
ADFIT-WA ERM CURRENT AND PRIOR YRS
PER CURR YEAR ACTUALS LAST YEAR ACTUALS 2ND YEAR ACTUALS
01 42,409,636.00- 42,219,761.00- 44,235,381.00-
02 41,719,211.00- 41,643,986.00- 42,520,405.00-
03 41,098,3%1.00- 41,042,461.00- 40,604,160.00-
04 40,260, 936.00~ 40,530,561.00- 39,702,680.00-
05 39,792,211.00- 40,503,998.00- 39,098,236.00-
06 40,657,357.00- 41,436,569.00- 39,830,678.00-
07 42,003,460.00- 42,840,936.00- 39,003,353.00-
08 42,513,832.00- 43,669,694.00- 3%,870,511.00-
09 41,791,614.00- 43,963,253.00- 39,757,522.00-
10 40,666,732.00- 44,062,684.00- 40,479,002.00-
11 39,862,249.00- 43,625,888.00- 40,641,539.00-
12 39,622,681.00- 43,239,378.00~- 42,904,783.00-
TOTAL .00 .00 .00
A205W-END OF LIST
01/12/05 14:26:17 1 M3LL CIX1
Account 9186.28 028 balance $10,777,698.00
Account 9186.29 028 balance 0.00
Account 9182.35 028 balance 102,429,966.65
Total $113,207,664.65
Federal income tax rate -35%
Deferred FIT related to deferrals -$39,622,683

Rounding 2
Balance in account -$39,622,681

Page 11 of 27 —

Date: 1/12/2005 Time: 02:26:22 PM



Exhibit No. (RLM-2
Page: 1 Document Name: untitled — ) Deferral Report
Month of Dec '04

Page 10 of 25

> C WWP, 0000928336, 028 ON GLMLY
LEVEL 02 LINK FROM CMEXX

————————— GL:M - AMOUNT MAINTENANCE —------=-
CORP: WWP ACCOUNT: 0000928336 CENTER: 028
ADFIT-ENRON CONTRACT BUYOUT

PER CURR YEAR ACTUALS LAST YEAR ACTUALS 2ND YEAR ACTUALS
01 .00 .00 .00
02 .00 .00 ' .00
03 .00 .00 ) .00
04 305, 968.00~- .00 .00
05 297,068.00- .00 .00
06 288,127.00- .00 .00
07 279,145.00- .00 .00
08 270,122.00- .00 .00
09 261,057.00~ .00 .00
10 251,951.00- .00 .00
11 242,803.00- .00 .00
12 233,613.00- .00 .00
TOTAL .00 .00 .00

A205W-END OF LIST
01/12/05 14:26:41 1 M3LL CIX1

Account 9182.36 028 balance $667,458.20
Federal income tax rate -35%
Deferred FIT related to contract buyout deferral -$233,61g
Roundin ' -

] -$233,613

Balance in account

Page 12 of 27 —

Date: 1/12/2005 Time: 02:26:43 PM



Exhibit No. ___ (RLM-2)

Changes Semiannually on January 1 and July 1 Beginning 7/1/02

Deferral Report
“~= Month of Dec '04

The rate is based on Avista's actual cost of debt, updated semiannually.

Page 11 of 25

2004 WA deferred power costs.xls

The actual cost of debt calculated at 6/30 will be used for the interest calculation from July through December.
The actual cost of debt calculated at 12/31 will be used for the interest calculation from January through June.
Interest will be accrued monthly and compounded semi-annually. - | |
interest is calculated using the prior month ending balance plus 1/2 month of current month charges times the current after tax interest rate
| Actual-cost-of-debt-at-12/31/03-i6-8.45% Actual cost of ¢ 8.4 B B
Fhe-monthly-rate-is: B8-00704|Beforetax [T
0-8045771 | AfterTax
0-35 | Taxrate
2004 Interest-

12-31-2003 |GL Balance including interest 99,774,940 Jan-04 DFIT Expense ADFIT
Jan-04|Surcharge Amortization (2,900,072) Amortization (1,015,029) | Operating 1,015,029
Jan-04 |interest 450,043 |interest 157,515 [Nonoperating (157,515)

01-31-2004 Balance before interest 96,874,868 — (857,514){Total 857,514

Feb-04 DFIT Expense ADFIT
Feb-04|Surcharge Amortization (2,489,573) Amortization (871,355)|Operating 871,355
Feb-04|interest 437,708 linterest 153,198 |Nonoperating (153,198)
02-29-2004 |Balance before interest 94,385,295 (718,157)|Total 718,157
Mar-04 DFIT Expense ADFIT
Mar-04 |Surcharge Amortization (2,279,673) Amortization (797,890)|Operating 787,890
Mar-04Interest 426,794 linterest 149,378 |Nonoperating (149,378)
03-31-2004 |Balance before interest 92,105,622 ) (648,512)|Total 648,512
r-04 DFIT Expense ADFIT
Apr-04|Surcharge Amortization (2,014,531) Amortization (705,073)|Operating 705,073
Apr-04 |Interest 416,966 ]Interest 145,938 |Nonoperating (145,938)
04-30-2004 |Balance before interest 90,091,091 (559,135)|Total 559,135
May-04 DFIT Expense ADFIT
May-04|Surcharge Amortization (1,851,649) Amortization (648,077)|Operating 648,077
May-04|Interest 408,118 Jinterest 142,841 |Nonoperating (142,841)
05-31-2004 {Balance before interest 88,239,442 (505,236) Total 505,236
Jun-04 DFIT Expense ADFIT
Jun-04{Surcharge Amortization (1,829,895) Amortization (640,463)|Operating 640,463
Jun-04 |Interest 399,693 Jinterest 139,893 |Nonoperating (139,893)
06-30-2004 (Balance before interest 86,409,547 (500,570) | Total 500,570
06-30-2004|GL Balance including interest 88,948,869 Jul-04 DFIT Expense ADFIT
Jul-04|Surcharge Amortization (1,957,949) Amonrtization (685,282) |Operating 685,282
Jul-04 Interest 401,978 ]interest 140,692 |Nonoperating (140,692)
07-31-2004 |Balance before interest 86,990,920 (544,590) | Total 544,590
Aug-04 DFIT Expense ADFIT
Aug-04|ERM Transfer from 18629 23,417,280 107,005
Aug-04{Surcharge Amortization (2,353,590) Amortization (823,757)|Operating 823,757
Aug-04|interest 499,133 finterest 174,697 {Nonoperating (174,697)
08-31-2004 |Balance before interest 108,054,610 (649,060)Total 649,060
Sep-04 DFIT Expense ADFIT
Sep-04|Surcharge Amortization (2,064,516) Amortization (722,581)|Operating 722,581
Sep-04interest 489,039 |interest 171,164 |Nonoperating (171,164)
09-30-2004 |Balance before interest 105,990,094 (551,417)|Total 551,417
Oct-04 DFIT Expense ADFIT
Oct-04|Surcharge Amortization (1,920,371) Amortization (672,130)|Operating 672,130
Oct-04 |Interest 479,934 [interest 167,977 |Nonoperating (167,877)
10-31-2004 |Balance before interest 104,069,723 (504,153){Total 504,153
Nov-04 DFIT Expense ADFIT
Nov-04 Surcharge Amortization (2,048,933) Amortization (717,127)|Operating 717,127
Nov-04|interest 470,865 Jinterest 164,803 |Nonoperating (164,803),
11-30-2004 |Balance before interest 102,020,790 (552,324)|Total 552,324
] DFIT Expense .* ADFIT -
74,738, 874,738
b 161,166 Nonoperating® " (161,166)
99,521,538 ' (713,572) Total - 713,572,
GL Balance Activity GL Balance
@ 11/30/04 Dec-04 @ 12/31/04
Net ERM Balance 102,429,966 104,468,744 (2,038,778)| 102,429,966
ADFIT Balance (35,850,488) Page 13 of 27
18235 WA ERM 01-09-2005 511 PM  ~



Exhibit No. ___ (RLM-2)

Changes Semiannually on January 1 and July 1 Beginning 7/1/02

Deferral Report

T Month of Dec '0¢

The rate Is based on Avista's actual cost of debt, updated semiannually.

Page 12 of 25

The actual cost of debt calculated at 6/30 will be used for the interest calculation from July through December.
The actual cost of debt calculated at 12/31 will be used for the interest calculation from January through June.
- |interest will be accrued monthly and compounded semi-annually. 1 !
|interest is calculated using the prior month ending balance plus 1/2 month of current month charges times the current after tax interest rate
[Actualcostotdebtatt/aHosis845%- | |  lactua : 6/30/0 : R
00045771 | AlterTax
0-35 | Faxrate
2004 Interest;;
12-31-2003|GL Balance including interest $22,791,372.37 r
12-31-2003|GL Balance ($22,791,372.37)| Transier to 18629
01-01-2004|GL Balance 0
Jan-04 DFIT Expense ADFIT
Jan-04 ERM Deferral 0 Deferral 0 |Operating 0
Jan-04|Interest 0 Jinterest 0 |Nonoperating 0
01-31-2004 | Balance before interest 0 _; 0 |Total 0
Feb-04 IDEIT Expense ADFIT
Feb-04|ERM Deferral 0 Deferral 0 |Operating 0
Feb-04/|Interest 0O finterest 0 {Nonoperating 0
02-29-2004 |Balance before interest 0 0 |Total 0
Mar-04 DFIT nse ADFIT
-Mar-04 |ERM Deferral 0 Deferral 0 |Operating 0
Mar-04/|Interest 0 Jinterest 0 |Nonoperating 0
03-31-2004 |Balance before interest 0 . 0 {Total 0
r-04 DFIT Expense ADFIT
Apr-04|ERM Deterral 0 Deferral 0 |Operating 0
Apr-04/Interest 0 Jinterest 0 |Nonoperating 0
04-30-2004 |Balance before interest 0 0 |Total 0
Ma¥-04 DFIT nse ADFIT
May-04 |[ERM Deferral 0 |Delerral 0 |Operating 0
May-04]Interest 0 Jinterest 0 |Nonoperating 0
05-31-2004 |Balance before interest 0 0 |Total 0
Jun-04 DFIT Expense ADFIT
Jun-04|ERM Deferral 3,789,057 JDeterral 1,326,170 |Operating {1,326,170)
Jun-04Interest 8,671 Jinterest 3,035 [Nonoperating {3,035)
06-30-2004 {Balance before interest 3&.057 1,329,205 |Total (1,329,205)
06-30-2004 |GL Balance including interest 3,797,728 Jul-04 DFIT nse ADFIT
Jul-04|ERM Deferral 5,265,590 |Deferral 1,842,957 |Operating (1,842,957)
Jul-04/|Interest 29,384 ]interest 10,284 |Nonoperating (10,284)
07-31-2004 |Balance before interest 9,063,318 1,853,241 |Total (1,853,241)
Aug-04 DFIT Expense ADFIT
Aug-04|ERM Deferral 3,263,790 Deferral 1,142,327 |Operating (1,142,327)
Aug-04|inferest 48,872 |interest 17,105 [Nonoperating (17,105)
08-31-2004 |Balance before interest 12,327,108 1,159,432 {Total (1,159,432)
- Sep-04 DFIT Expense ADFIT
Sep-04|ERM Deferral (543,091) Deferral (190,082) |Operating 190,082
Sep-04|interest 55,088 |interest 19,281 |Nonoperating (19,281)
08-30-2004 |Balance before interest 11,784,017 (170,801)|Total 170,801
Oct-04 DFIT_Expense ADFIT
QOct-04| ERM Deferral (1,823,195) Deferral (638,118)|Operating 638,118
Oct-04|interest 49,682 Jinterest 17,389 |Nonoperating (17,389)
10-31-2004|Balance before interest 9,960,822 N (620,729) | Total . 620,729
Nov-04 DFIT Expense ADFIT
Nov-04 |ERM Deferral (764,222) Deferral (267,478)|Operating 267,478
Nov-04|Interest 43,770 ]interest 15,319 |Nonoperating (15,319)
11-30-2004 |Balance before interest 9,196,600 (252,159)|Total 252,159
Al & i frs $ bzt = L :x!. :v
GL Balance Activity GL Balance
Net ERM Balance 10,777,698 @ 11/30/04 Dec-04 @ 12/31/04
9,423,396 1,354,302 | 10,777,698
ADFIT Balance (3,772,194)
Page 14 of 27
2004 WA deferred power costs.xls 18628 WA ERM 01-11-2005 9:30 AM



Exhibit No. ___(RLM-2)

Changes Semiannually on January 1 and July 1 Beginning 7/1/02 ]

The rate is based on Avista's actual cost of debt, updated semiannualiy.

The actual cost of debt calculated at 6/30 will be used for the interest calculation from July through December.

Deferral Report
Month of Dec 'O
Page 13 of 25

The actual cost of debt calculated at 12/31 will be used for the interest calculation from January through June.

interest will be accrued monthly and compounded seml-annually.l

Interest is calculated using the prior month ending balance pius 1/2 month of current month charges times the current after tax interest rate
Actual-cost-of-dobt-at-2/3H03-5-8-46%— jActual-cost of de 6/30/0% 4%
00046774 |AfterTtax
0-35 | Fax-rate
2004 interest.
12-31-2003{GL Balance including interest 0
12-31-2003|Transfer from 918628 $22,791,372.37
01-01-2004|GL Balance $22,791,372.37 Jan-04 DFIT Expense ADFIT
Jan-04 |ERM Transfer to 18235 0 Deferral 0 [Operating 0
Jan-04/Interest 104,318 Jinterest 36,511 _|Nonoperating (36,511)
01-31-2004 | Balance before interest 22,791,372 36,511 |Total (36,511),
Feb-04 DFIT Expense ADFIT
Feb-04|ERM Transfer to 18235 0 Deferral 0 |Operating 0
Feb-04 |Interest 104,318 |interest 36,511 |Nonoperating (36,511)
02-29-2004 |Balance before interest 22,791,372 36,511 |Total (36,511)
Mar-04 DFIT Expense ADFIT
Mar-04 [ERM Transfer to 18235 0 [Deterral 0 |Operating 0
Mar-04 |interest 104,318 Jinterest 36,511 |Nonoperating (36,511)
03-31-2004 |Balance before interest 22,791,372 36,511 |Total (36,511)
Apr-04 DFIT Expense ADFIT
Apr-04{ERM Transfer to 18235 0 Deferral 0 [Operating 0
Apr-04|Interest 104,318 |interest 36,507 |Nonoperating (36,507)
04-30-2004 |Balance before interest 22,791,372 36,507 (Total (36,507)
May-04 DFIT Expense ADFIT
May-04 |ERM Transler to 18235 0 Deferral 0 |Operating 0
May-04 jinterest 104,318 |interest 36,511 |Nonoperating (36,511)
05-31-2004 |Balance before interest 22,791,372 36,511 |Total (36,511)
Jun-04 DFIT Expense ADFIT
Jun-04 |ERM Transfer to 18235 0 |Deferral 0 |Operating 0
Jun-04 |Interest 104,318 jinterest 36,511 |Nonoperating (36,511)
06-30-2004 | Balance before interest 22.791,372 36,511 [Total (36,511),
06-30-2004 |GL Balance inciuding interest 23,417,280 Jul-04 DFIT Expense ADFIT
Jul-04|ERM Transfer to 18235 0 Deferral 0 |Operating [¢]
Jul-04 [interest 107,005 |Interest 37,452 |Nonoperating (37,452),
07-31-2004 |Balance belore interest 23,417,280 37,452 (Total (37,452)
Aug-04 DFIT Expense ADFIT
Aug-04 |ERM Transfer to 18235 (23,417,280) (107,005)]Deferral 0 |Operating 0
Aug-04 |Interest 0 Jinterest 0 |Nonoperating 0
08-31-2004 |Balance before interest 0 0 (Total 0
Sep-04 DFIT Expense ADFIT
Sep-04|ERM Transfer to 18235 0 Deferral " 0 |Operating 0
" Sep-04|Interest 0 jinterest 0 [Nonoperating 0
09-30-2004 |Balance before interest 0 0 {Total 0
Oct-04 DFIT Expense ADFIT
Oct-04|ERM Transfer to 18235 0 Deferral 0 |Operating 0
Oct-04jInterest 0 jinterest 0 {Nonoperating 0
10-31-2004 |Balance before interest 0 0 |Total 0
Nov-04 DFIT nse ADFIT
Nov-04 |ERM Transfer to 18235 0 Deferral 0 |Operating 0
Nov-04 {Interest 0 Ilnlerest 0 |Nonoperating 0
11-30-2004 |Balance before interest 0 0 |Total 0
. - e —— PRTE - T .
: int
Net ERM Balance 0 GL Balance Activity GL Balance
@ 11/30/04 Dec-04 @ 12/31/04
0 ADFIT Balance 0 0.00 0.00 0.00
{

2004 WA deferred power costs.xis

18629 WA ERM

Page 15 of 27

01-09-2005 5:15 PM




Deferral Report
Month of Dec '04
Page 14 of 25

Exhibit No. ___(RLM-2)

TaxRate . . 35%] DJ702LTD | DJ702LTD | DJ702LTD RJECB DJ702 CURMO]
928328 928328 828328 928328 928328 928328 928328 - .928328 .
DJ702 GL ADFIT ADFIT ADFIT ADFIT BALANCE FORALL  'ENDING
BALANCE 018235 18628 18629 16236 |COMPONENTS| ACCOUNTS ~ -BALANCE -
12-31-2003| (43.239,378)| (34,921,229) (7,976,980) (5)]  (341,164)| (43,239,378) 0_(43,239,378).
01-01-2004] (43,239,378)| (34,921,229) 0 (7,976,985)]  (341,164)] (43,239,378) 0 (43,239,378)-
01-31-2004] (42,409,636)| (34,063,719) 0 (8,013,492)]  (332,425)| (42,409,636) 0 {42/409,636)
02-29-2004] (41,719,211)| (33,345,566) 0 {8,050,008)|  (323,646)] (41,719,215) {4) {41,718,215)
03-31-2004] (41,098,391)] (32,697,058) 0 (8,086,514)]  (314,827)| (41,098,399) (8) (41,098,399)’
04-30-2004| (40,260,936)] (32,137,911) 0 {8,123,025) 0 | (40,260,936) 0 %(40,260,936) |
05-31-2004] (39,792,211)] (31,632,675) 0 (8,159,537) 0] (39,792,212 (1) (38,782,212)
06-30-2004] (40,657,357)] (31,132,104)| (1,329,205) {8,196,048) 0] (40,657,357) D (40,657,357)
07-31-2004| (42,003,460)] (30,5687,514)| (3,182,446) {8,233,500) 0| (42,003,460) 0 (42/003,450)
0B-31-2004] (42,513,832)] (38,171,954)] (4,341,877) 0 0] (42,513,831) 1 {(42,513,831)
09-30-2004] (41,791,614)| (37,620,537)] (4,171,076) 0 0] (41,791,613) 1 {41,791,613)
10-31-2004] (40,666,732)| (37,116,384)| (3,550,347) 0 0] (40,666,731) 1 {40,666,731)
11-30-2004| (39,862,249)| (36,564,060)] (3,298,189) 0 0| (39,862,249) 0 (39,862,249)
12-31-2004| (39,622,681)] (35,850,488)] (3,772,194) 0 0] (39,622,682) 0 £39,622681).
ADFIT Interest
41010 941020 928328 918235 918628 918629 941900
01-31-2004 918235 (1,015,029)] 157,515 857,514 450,043 0 104,318 (554,361)
918628 0 0 0
918629 0 36,511 (36,511)
Total (1,015,029)| 194,026 821,003 :
02-29-2004 918235 (871,355)] 153,198 718,157 437,708 0 104,318 (542,026)
918628 0 0 0
918629 0 36,511 (36,511)
Total (871,355)| 189,709 681,646
03-31-2004 918235, (797,890)| 149,378 648,512 426,794 0 104,318 (531,112)
918628 0 0 0
918629 0 36,511 (36,511)
Total (797,890)] 185,889 612,001
04-30-2004 918235| (705,073)] 145,938 559,135 | 416,966 0 104,318 | (521,284)
918628 0 0 : 0
818629 0 36,507 (36,507)
Total (705,073)] 182,445 522,628
05-31-2004 918235 (648,077); 142,841 505,236 408,118 0 104,318 (512,436)
918628 0 0 0
918629 0 36,511 (36,511)
Total (648,077) 179,352 468,725
06-30-2004 918235 (640,463)] 139,893 500,570 399,693 8,671 104,318 (512,682)
918628; 1,326,170 | . 3,035 (1,329,205)
918629 0 36,511 (36,511)
Total ) 685,707 179,439 (865,146) ]
07-31-2004 918235| (685,282)| 140,692 544,590 401,978 29,384 107,005 (538,367)
918628 1,842,957 10,284 (1,853,241)
918629 0 37,452 (37,452)
Total 1,157,675 188,428 (1,346,103)
08-31-2004 918235| (B23,757)] 174,697 649,060 499,133 48,872 0 (548,005)
918628] 1,142,327 17,105 (1,159,432)
918629 0 0 0
Total 318,570 191,802 (510,372)
09-30-2004 918235| (722,581); 171,164 551,417 489,039 55,088 0 (544,127)
918628| (190,082) 19,281 170,801
918629 0 0 0
Total (912,663)| 190,445 722,218
10-31-2004 918235| (672,130)| 167,977 504,153 479,934 49,682 0 (529,616)
918628/ (638,118) 17,389 620,729
918629 0 0 0
Total (1,310,248)| 185,366 1,124,882
11-30-2004 918235/ (717,127)] 164,803 552,324 470,865 43,770 0 (514,635)
918628| (267,478) 15,319 252,159
918629 0 0 0
Total (984,605)| 180,122 804,483
12-31-2004 918235/ (874,738)| 161,166 713,572 460,474 45,015 0 (505,489)
918628 458,250 15,754 (474,004)
918629 0 0 0
Total (416,488)| 176,920 239,568
Page 16 of 27

2004 WA deferred power costs.xls Interest and DFIT Summary ) 01-12-2005 9:50 AM



Exhibit No. ___(RLM-2) Deferral Report
Month of Dec '0-

Page 15 of 25

YTD YTD
WA ERM WA ERM
Company Contra Total
Band Account GL
918601 918602 Impact

12-31-2003 |Balance $9,000,000 ($9,000,000) $0

2003 Requirement $9,000,000
Jan-04 |Reverse 2003 ($9,000,000) $9,000,000 $0
Jan-04|Activity $3,483,950 ($3,483,950)

01-31-2004 |Balance $3,483,950 ($3,483,950) $0
Feb-04|Activity $1,477,087 ($1,477,087)

02-29-2004 |Balance $4,961,037 ($4,961,037) $0
Mar-04|Activity ($117,842) $117,842

03-31-2004 |Balance $4,843,195 ($4,843,195) $0
Apr-04 | Activity $1,933,658 ($1,933,658)

04-30-2004 |Balance $6,776,853 ($6,776,853) $0
May-04 |Activity $819,750 ($819,750)

05-31-2004 |Balance $7,596,603 ($7,596,603) $0
Jun-04 |Activity $1,403,397 ($1,403,397)

06-30-2004|Balance $9,000,000 {($9,000,000) $0
Jul-04|Activity $0 $0

07-31-2004|Balance _$9,000,000 ($9,000,000) $0
Aug-04 |Activity $0 $0

08-31-2004 Balance $9,000,000 ($9,000,000) $0
Sep-04 |Activity $0 $0

09-30-2004 |Balance $9,000,000 ($9,000,000) $0
Oct-04|Activity $0 $0

10-31-2004 |Balance $9,000,000 ($9,000,000) $0
Nov-04|Activity $0 $0

11-30-2004 Balance $9,000,000 ($9,000,000) $0
Dec-04|Activity $0 $0

12-31-2004 |Balance $9,000,000 ($9,000,000) $0

2004 WA deferred power costs.xls Company Band

Page 17 of 27

01-09-2005 5:06 PM



(RLM-2)  Deferral Report

Exhibit No.

Month of Dec '04
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Month of Dec '04
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Deferral Report

(RLM-2)
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_— : == Exhibit No. ___(RLM-2)
Deferral Report

EnronAmort and ADFIT.xls July - December 2004 01-07-200¢ Month of Dec 'C
| Page 25 of 25
Avista Corporation
Enron Contract Buyout
Amortization Schedule
_January 2004 - December 2006
===.=.f
20%
Uniform Monthly Amortization -$29,363 000092832¢
-$29,361 000092833
DR CR DFIT DFIT_| ADFIT
Balance 06-30-2004| $823,217 (288,127
Amortization Jul-04| -28,361 2577055716 X55 028 0000918236 028 0135041010 X54 028 | (10,276) 10,276
Net of amortization 793,856
Average balance 808,537
Interest (netof tax) | 0.0045717 3,696 0000918236 028 Q000941900 Q98 098 |0135941020 X54 028 1,294 (1,294)
Balance 07-31-2004| $797,552 (279,145)
Amortization Aug-04| -29,361 2577055716 X55 028 0000918236 028 0135041010 X54 028 | (10,276) 10,276
Net of amortization 768,191
Average balance 782,872
Interest (netof tax) | 0.0045717 3,579 0000918236 028 Q000941900 Q98 098 [0135941020 X54 028 1,253 (1,253)
Balance 08-31-2004| $771,770 (270,122)
Amortization Sep-04f -29,361 2577055716 X55 028 0000918236 028 0135041010 X54 028 | (10,276) 10,276
Net of amortization 742,409
Average balance 757,090
Interest (netoftax) | 0.0045717 3,461 0000918236 028 Q000941900 Q98 098 [0135941020 X54 028 1,211 (1,211)
Balance 08-30-2004| $745,870 (261,057)
ortization Oct-04| -29,361 2577055716 X55 028 0000918236 028 0135041010 X54 028 | (10,276) 10,276
et of amortization 716,509
Average balance 731,190
Interest (net of tax) 0.0045717 3,343 0000918236 028 Q000941900 Q98 098 [0135941020 X54 028 1,170 (1,170)
Total DFIT for the month - expense (benefit) (9,106) 9,106
[Balance 10-31-2004] $719,852 ' (251,951)
Amortization Nov-04| -29,361 2577055716 X55 028 0000918236 028 0135041010 X54 028 | (10,276) 10,276
Net of amortization 690,491
Average balance 705,172
Interest (net of tax) 0.0045717 3,224 0000918236 028 Q000941900 Q98 098 (0135941020 X54 028 1,128 (1,128)
Total DFIT & ADFIT for the month (9,148) 9,148

Note: The interest rate will be updated every six months and the uniform monthly amortization will also be updated every six months.
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