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January 20, 2014

State of Washington

Washington Utilities & Transportation Commission
P.O. Box 47250

Olympia, WA 98504-7250

€2:8 WY w2 KVl HIlE

RE: Monthly Purchase Gas Adjustment Report

In compliance with WAC 480-90-233(5) please find enclosed a copy of the Purchase Gas
Adjustment (PGA) Report for December 2013. This report shows the activity that occurred
during the month in the Company’s 191 accounts. Would you please forward these copies to
Mr. Edward Keating.

If you have any questions regarding this report please feel free to call me at (509) 495-4324.

Sincerely,

Lanzae Brandon

Annette Brandon
Regulatory Analyst
State and Federal Regulation

Enclosures
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AivisTA
Utilities
Interoffice Memorandum
State & Federal Regulation

DATE: January 9, 2014

TO: Christy Burmeister-Smith and Distribution List

FROM: Kelly Norwood 4/{2

SUBJECT: Adjustment of Transport Costs between Electric and Natural Gas

The Company identified an error relating to the allocation of AECO natural gas supply volumes between the
Company's Power Supply operations (“Thermal”) and the Company's natural gas operations (‘LDC"), as
described in the attached memo from Avista's Gas Supply Department. The errors occurred from November
2011 through September 2013.

Correction of the error results in costs that shift from the WA/ID natural gas operations to the WA/ID electric
operations. This reallocation of costs will impact the PGAs for the natural gas operations and the WA ERM
and ID PCA for the electric operations.

For WA electric costs, the Company determined the sharing of Washington's reallocation of costs in the
ERM between customers and the Company by reviewing the applicable deadbands and sharing bands within
the ERM for each of the past years, as if costs had actually been recorded during the respective prior
periods. Under the ERM, Avista defers a portion of net power supply and transmission costs that are above
or below the level of authorized costs reflected in base rates, subject to a deadband and sharing bands. The
sharing of the costs between customers and the Company should be based on the sharing that would have
occurred if the costs had flowed through the ERM during each year 2011 through 2013, as incremental
dollar amounts to what actually occurred each year.

This accounting treatment is similar to the accounting treatment the Company agreed to in 2002 with the
Staff of the Washington Utilities and Transportation Commission (Staff), and the Industrial Customers of
Northwest Utilities (ICNU) related to a multi-year purchased power contract with Enron. During the first ERM
deferral period of July 1, 2002 through December 31, 2002, the Company proposed to recover the net cost
associated with a buyout of a multi-year purchased power contract with Enron. The Company had recorded
the termination cost as a current purchased power expense for the month of October 2002. Staff and ICNU
recommended that the termination costs be amortized over the original delivery period of the energy contract
(2004 to 20086), rather than be recorded in the single month of the settlement transaction. The Company
agreed to the Staff/ICNU approach, and the Settlement Stipulation approved in Docket No. UE-030751 at
page 6 provided for an amortization of the termination payment over the original 2004 to 2006 delivery
period of the contract. Thus, the amortization of the Enron termination payment was subject to the ERM
sharing bands during the 2004 to 2006 period.

In this instance, assigning the costs to the specific years that the costs relate to, and applying the ERM
deadband and sharing bands for those years to determine the amount allocable to customers and the
Company, is consistent with the methodology previously adopted for the Enron termination payment.

For ID electric costs, the Company split the costs between customers and the Company using the 90/10
sharing applicable to the PCA.

Interest has been calculated on the amounts recorded in the PGA, ERM and PCA for each period as if the
costs had been recorded in the prior periods they normally would have occurred.



A summary of the adjustment follows:

Joumal
NSJ022
NSJ019
NSJO19
NSI019
NSJI019
NSJO19
NSJO19
NSJ019

N5J022
NSJ025
N5J025
NSJO25
NSJO25
NSJ025
NSJO25
NSJO25
NSJ025

NSJO17

N5J015

NSJ022

NSJO25

Summary of Impact to Avista Earnings: 2011 2012 2013 Total
increase Electric Costs (547/557) 15,509 82,709 221,943 320,161
interest Income - Electric (293) (12,973) {27,326) (40,592)
Interest Expense - Gas 329 14,566 35,937 50,832
Net impact - Increased Costs 15,545 84,302 230,554 330,401

Summary of Impact to Deferrals:

1D PCA 505,265
WA ERM 808,681
ID PGA {487,554)
WA PGA {1,156,794)

Net impact - increased Liability (330,401)

Detail Journal Entries:

FERC Ser Jur FERC Description Debit Credit
547610 ED AN FUEL COYOTE SPRINGS 2 CT 1,593,515
182385 ED iD REGULATORY ASSET ID PCA DEFERRAL 1 440,430
182386 ED iD REGULATORY ASSET ID PCA DEFERRAL 2 64,835
419600 ED iD INTEREST ON ENERGY DEFERRALS 5,893
557380 ED iD IDAHO PCA-DEF 499,372
186280 ED WA  REGULATORY ASSET ERM DEFERRED CURRENT YEAR - 808,681
419600 ED WA  INTEREST ON ENERGY DEFERRALS 34,699
557280 ED WA  DEFERRED POWER SUPPLY EXPENSE 773,982
804001 GD AN GAS COSTS-DEMAND 1,593,515
191010 GD 1D CURR UNRECQV PGA DEFERRED 5,916
151010 GD 1D CURR UNRECOV PGA DEFERRED 481,638
431600 GD 1D INTEREST EXPENSE ENERGY DEFERRALS 5,916
805120 GD iD DEFER CURRENT UNRECOVERED GAS COSTS 481,638
19101¢C GD WA  CURR UNRECOV PGA DEFERRED 44916
191010 GD WA  CURR UNRECOV PGA DEFERRED 1,111,877
431600 GD WA  INTEREST EXPENSE ENERGY DEFERRALS 44,916
805120 6D WA  DEFER CURRENT UNRECOVERED GAS COSTS 1,111,877

Journals used to Record Transaction:

To record intracompany thermat transport costs from LDC to Heat Rate/Thermal not previously allocated for the
period Nov 2011 thru Sep 2013 (Reversed with NSJ022)

To record intracompany thermal transport cost for LDC to Heat Rate/Thermal not previously allocated for the
period Nov 2011 through Sept. 2013

To reverse NSJO17 and reclass to Thermal (CS2) transport costs. Also to correct deferral interest expense
calculations related to gas costs on NSJ019.

To reverse gas deferral interest on $1.6M recorded in NSJ022 and to correct allocation for WA/ID.




Distribution List:
Jason Thackston
Kevin Christie
Rosemary Coulson
Gina Armstrong
John Wiilcox
Carolyn Groome
Jeanne Pluth

Pat Ehrbar
Annette Brandon
Steve Harper



ZiVISTA

Utilities

Interoffice Memorandum

Energy Resources
DATE: January 3, 2014
TO: File
FROM: Steve Harper

SUBJECT: Error Related to Allocation of AECO Natural Gas Supply

This memo addresses an error that occurred between November 2011 through September 2013 related to
the allocation of natural gas transportation volumes between the Company’s Power Supply operations
(“Thermal”) and the Company’s natural gas operations (“LDC”).

By way of background, both the LDC and Thermal operations have contracts for fixed transportation
capacity on TransCanada Pipeline — Alberta (“TCPL-AB”), TransCanada Pipeline — British Columbia
(“TCPL-BC”) and TransCanada Gas Transmission Northwest (“GTN”). Thermal operations has firm
transportation contracts to transport natural gas from Alberta (AECO) to its natural gas generating
facilities located in Oregon and Idaho. The LDC has firm transportation contracts in order to serve
customer load requirements in its natural gas service territories.

Avista’s Gas Supply Department is responsible for purchasing daily natural gas for both Thermal and
LDC operations, and arranging for the transportation of the natural gas to the appropriate destination.
Effective November 1, 2011, Thermal operations did not renew one of their firm transportation
contracts, for approximately 10,000 Dth/day, originating at AECO and terminating at Kingsgate. The
map below shows the locations of AECO and Kingsgate.

The change in Thermal’s firm transportation from AECO to Kingsgate inadvertently was not captured in
the Company’s system until October 2013 when the error was found. However, Gas Supply continued
to schedule natural gas from AECO to Kingsgate as if Thermal still had the prior contractual volumes.
The result of this error was that Thermal operations, for the November 2011 through September 2013



time period, used the LDC’s firm transportation from AECO to Kingsgate, and likewise did not
compensate the LDC for its use.

In order to correct this error, intra-company transactions will be recorded to appropriately record costs to
the Washington Energy Recovery Mechanism and Idaho Power Cost Adjustment accounts, and provide
the offsetting benefit to the Washington and Idaho Purchased Gas Cost Adjustment (“PGA”) accounts.

The following table summarizes the volumes by month with appropriate costs:

Monthly Ave Monthly Ave  Pipeline

Yolume on Volume on  TariffCost Pipeline Tariff Foreign
TCPL-AB TCPL-BC on TCPL- Coston TCPL- Monthly Total Exchange
Month (Gigajoules) (Gigajoules) AB (CDNS$) BC(CDNS$) (CDN YY) Rate Total in USD Total by Year
1302011 9,177 9767  $5331779  $26429.76 $79,747.55 0.98 $78,152.60
123172011 8,576 9,006 $49829.00  $24,369.00 $74,197.99 0.9836 $72,981.14
13172012 9513 9729  $47,175.93  $27.833.98 $75,009.91 0.9968 $74,769.88
22972012 9337 9856  $4630458  $28,195.20 $74,499.78 1.0107 $75,296.93
3312012 9,694 10059  $48072.55  $28,776.03 $76,848.57 1.0017 $76,979.21
4302012 8979 9,351 $44,52001  $26,752.17 $71281.18 1.0122 $72,150.81
5312012 9286 9805  $4605039  $28,049.73 $74,100.12 0.9679 $71,721.51
6/30/2012 0 0 $0.00 $0.00 $0.00 0.9823 $0.00
012 9867 10,151 $48931.57  $29,039.29 $77,970.86 0.9971 $77,744.74
8312012 9,903 10,115 $49,11138  $28.937.15 $78,048.52 1.014 $79,141.20
93012012 9866 10,136 $48924.83  $28,998.03 $77,922.86 1.0162 $79,185.21
103172012 9,653 10,169  $47869.23  $29,090.55 $76,959.77 0.9998 $76,944.38
11302012 8405 8371 $41,680.89  $25379.46 $67,060.35 1.0061 $67,469.42
12312012 9426 9,943 $46,743.05  $28,446.04 $75,189.09 1.0066 $75.685.34
1312013 10252 10834 $4963847  $25015.57 $74,654.03 1.0021 $74,810.80
282013 9747 10262 $4719532  $23,693.83 $70,889.15 0.9703 $68,783.74
3312013 9,539 10,055 $46,18643  $23216.58 $69,403.01 0.9823 $68,174.58
43012013 9241 9760  $4474573  $22,535.05 $67,280.78 0.9922 $66,755.99
5/3172013 9,085 9,443 $4398832  $21,802.92 $65,791.24 0.967 $63,620.13
6/3012013 9646 10082 $46705.13  $23278.99 $69,984.11 0.9514 $66,582.88
312013 9,555 9992  $46263.12  $23,070.12 $69,333.25 0.974 $67,530.59
8312013 9575 9790  $46360.74  $22,604.46 $68,965.21 0.9488 $65434.19
9/30/2013 10,103 10233 $5223423  $23,626.29 $75,860.53 0.9702 $73,599.89
$1,610,997.86 1,593,515.15
CDN USD USD
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Avista Corp. - Resource Accounting
Calculation of Washington ERM Interest Associated with Intracompany Gas Cost Adjustment
LDC to Thermal - Dec. 2013

The rate is based on Avista's actual cost of debt, updated semiannually.
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 12/31/11 is 5.645% 0.003057708]Actual cost of debt at 06/30/11 is 5.617% 0.0030425
Actual cost of debt at 12/31/12 is 5.711% 0.003093458{Actual cost of debt at 06/30/12 is 5.713% 0.0030945
Actual cost of debt at 12/31/13 is 5.711% 0.003093458}Actual cost of debt at 06/30/13 is 5.701% 0.0030880
Account 186280
January DFIT Expense ADFIT
Balance including Interest -
January ERM Deferral 0 Deferral 0 Operating 0
January Interest 0 |interest 0 Nonoperating 0
01-31-2013 Balance before interest 0 0 Tofal 0
February DFIT Expense ADFIT
February ERM Deferral 0 Deferral 0 Operating 0
February Interest 0 Jinterest 0 Nonoperating 0
02-28-2013 Balance before interest 0 0 Total 0
March DFIT Expense ADFIT
March ERM Deferral 0 Deferral 0 Operating 0
March Interest O |interest 0 Nonoperating 0
03-31-2013 Balance before interest 0 0 Total 0
April DFIT Expense ADFIT
April ERM Deferral 42,092 Deferral 14,732 Operating (14,732)
April Interest 65 {interest 23 Nonoperating (23)
04-30-2013 Balance before interest 42,092 14,755 Total (14,755)
May DFIT Expense ADFEIT
iMay ERM Deferral 71,305 Deferral 24,957 Operating (24,957)
May Interest ) 240 |interest 84 Nonoperating (84)
05-31-2013 Balance before interest 113,397 25,041 Total (25,041)
June DFIT Expense ADFIT
June ERM Deferral 22,853 Deferral 7,999 Operating (7,999)
June Interest 386 {Interest 135 Nonoperating (135)
06-30-2013 Balance before interest 136,250 8,134 Total (8,134)
Interest Compound 692
GL Balance including interest 137,633
July ERM Deferral 136,250 Deferral 47,688 Operating (47,688)
July Interest . Interest 0 Nonoperating 0
07-31-2013 Balance before interest 0 47,688 Total (47,688)
August DFIT Expense ADFIT
August ERM Deferral 0 Deferral 0 Operating 0
August Interest 0 {Interest 0 Nonoperating 0
08-31-2013 Balance before interest 0 0 Total 0
September  DFIT Expense ADFIT
September ERM Deferral 0 Deferral 0 Operating 0
September interest 0 [interest 0 Nonoperating 0
09-30-2013 Balance before interest 0 0 Total 0
October DFIT Expense ADFIT
October ERM Deferral 0 Deferral 0 Operating 0
October Interest O |Interest 0 Nonoperating 0
10-31-2013 Balance before interest 0 0 Total 0
November DFIT Expense ADFIT
November ERM Deferral 0 Deferral 0 Operating 0
INovember Interest O fiInterest 0 Nonoperating 0
11-30-2013 Balance before interest 0 0 Total 0
December DFIT Expense ADFIT
December ERM Deferral (200,708) Deferral (70,248) Operating 70,248
December Interest (310)|iInterest (108) Nonoperating 108
12-31-2013 Balance before interest (200,708) (70,356) Total 70,356

Transfer of Costs from Gas to Power Back-up- Dec. 2013.xIs2013 Interest Only

01-08-2014 10:32 AM
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FERC: Interest Rates

} FERC

FEDERAL ENERGY REGULATORY COMMISSION

Interest Rates

TEXT S12E € M

October 15, 2009 - FERC revises its regulations governing
interest rates used in calculating refunds to reflect a change in
the Federal Reserve's publications. The methods for calculating
refunds or for determining the applicable interest rates are not
being altered in any way. Order No. 727 ww»

The Commission, on a quarterly basis, publishes interest rates for oil,
natural gas, and electricity for determination of refund purposes. The
interest rates on this page as well as the archived rates are the same for
oil, natural gas, and electricity. Please note that the interest rates for oil
apply only as far back as 1983.

« Electric Interest Rates are Calculated in Accordance with Section
35.19a = of the Commission's regulations

« Gas Interest Rates are Calculated in Accordance with Section
154.501(d) v of the Commission's regulations and its predecessors

« Oil Interest Rates are Calculated in Accordance with Section 340.1
(c)(2) # of the Commission's regulations

Applicable Annual Monthly Rate Monthly
Annual Rate (Annual % / 365dx # Rate
Quarter days in month) 1 (Annual
Rate / 12
Months)

First Quarter 3.25% Mar .0028 .0027
2014

Feb .0025

Jan .0028
Fourth Quarter™ 3.25% Dec .0028 .0027
2013

Nov .0027

Oct .0028
Third Quarter ™ 3.25% Sep .0027 .0027
2013

Aug .0028

Jul .0028
Second Quarter™ 3.25% Jun .0027 .0027
2013

May .0028

Apr .0027
First Quarter ™~ 3.25% Mar .0028 .0027
2013

Feb .0025

Jan .0028
Fourth Quarter  3.25% Dec .0028 .0027
2012

Nov .0027

Oct .0028

http://www.ferc.gov/legal/acct-matts/interest-rates.asp
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Tracy.DeMarr@ferc.qov
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2006

2005

2004

2003
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2001
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FERC: Interest Rates

Third Quarter » 3.25%
2012

Second Quarter\ 3.25%
2012

First Quarter "\ 3.25%
2012

Fourth Quarter } 3.25%
2011

Third Quarter  3.25%
2011

Second Quarter V3.25%
2011

First Quarter N

2011

3.25%

Fourth Quarter\ 3.25%
2010

Third Quarter ™ 3.25%
2010

Second Quarter™ 3.25%
2010

First Quarter ~ 3.25%
2010

Fourth Quarter™~ 3.25%
2009

Third Quarter 3.25%
2009

Sep .0027

Aug .0028
Jul .0028
Jun .0027

May .0028
Apr .0027
Mar .0028

Feb .0026
Jan .0028
Dec .0028

Nov .0027
Oct .0028
Sep .0027

Aug .0028
Jul .0027
Jun .0027

May .0028
Apr .0027
Mar .0028

Feb .0025
Jan .0028
Dec .0028

Nov .0027
Oct .0028
Sep .0027

Aug .0028
Jul .0028
Jun .0027

May .0028
Apr .0027
Mar .0028

Feb .0025
Jan .0028
Dec .0028

Nov .0027
Oct .0028
Sep .0027

Aug .0028
Jul .0028

http://www.ferc.gov/legal/acct-matts/interest-rates.asp
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.0027

.0027

.0027

.0027

.0027

.0027

.0027

.0027
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.0027

.0027
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[Wa:hingtonlldlho Gas Costs Dec-13
GL Account Costs
Nucleus Storage acct, JPRAIRIEAN -100408
JP injections 808200 GD AN $ {731,240.14) (908,761.20)
JP Withdrawals 808100 GD AN 3 7.288,091.68
Total JP 164100 GD AN $ 6,556,851.54
Clay Basin (QUESTAA) injections 808200 GD AN H {174,521.06)
Clay Basin (QUESTAA) Withdrawats 808100 GD AN $ 356,893.20 7,644,984.98
Total Clay Basin 164115 GD AA $ 182,372.24
Total Net Storage (Injections)/Withdrawals $ §,739,223.78
NUCUT PURCHASES (GL Estimate Report)
Commodity Purchases 804000 GD AN $ 24.814.200.94
Fixed Demand and Capacity Releases 804001 GD AN $ 2,540,069.32
Variable Demand (Transport) Costs 304002 GD AN $ 160.216.65
Hedge Activity 804010 GD AN [ (69,364.71)
Financial Settlements 804600 GD AN $ 1.295,283.53
Interco Purchase from Thermal 804730 GD AN $ -
Cochran Credit 811000 GD AN $ {157.512.50)
Information from other journals -Deferred Costs:
WA imbalance from DJ 436 804000 GD AN $ {263,562.76)
ID Imbalance from DJ 436 804000 GD AN $ (118,316.25)
M Checmical Accrual 804000 GD AN L 5,000.00
Broker Fees DJ 471 804017 GD AN $ 19.845.668
Newedge Journal DJ 473 804017 GD AN $ 420.83
Mizuho Journal DJ 473 804017 GD AN $ 9.069.23
WAIID Sales for Resale Physical and Bookout -From GSALES 483000/483600/483730 GD AN $ (19,261,382.45)
Terasen/Fortis Deferred Exchange Revenue 495028 GD AN $ {500.000.00)
WA/D Buy/Sell Transportation Recovery- pass through DJ 451 804001 GD AN 3 (8,311.74)
GST/HST Recon (Quarterly) DJ 437 804000 GD AN $ 19.52
FAFB C ity for And ignetics (semi 1) 804000 GD AN $ -
WA/D Gas Purchased from Inferstate Asphall (Annual) 804000 GD AN $
Total Costs for Deferral including net gas costs [E
483600 GD AN $ 488,597.82 Input fr GLE Sales
483000 GD AN $ (13,798.318.68) Input fr GLE Sales
483730 GD AN $ {5,951,660.59) Input fr GLE Sales
(19,261.,382.45)
Joumnal # 430 Entry
Dr. cr.
12321307277 7,588,998.00 Intra-Co Transfer Thermai AN (LDC Purchase from Thermal)
[142160.2Z.22 - LDC Purchase from Thermal)
L_ 426002277 - (8,984,606.24) | Intra-Co Transfer Thermal AN (LDC Sale to Thermal)
[232620.27.22 8,984,506.24 Intra-Co Transter Thermal AN {LDC Sale to Tharmal)
[182374 CD AA - -__|Clear MTM on FX for 2 months out
(2467452222 - -
804700.GD.Al 2,476.48 -
|804711.GD.AI - .48} | Provide Bookout dollars offset
8 GD.Al 5,000.00 - |AN Odorization Expense Accrual
23233027 22 -
1421802227 4,309.92
142600.22.22 -
2321302227 -
2326102272 -
2326202222 1,630.51
903000.CD.AA -
Total Other Adj{ $ 16,886,921.16 | $ (1515045,9_21.15”
Total from GLE $ 36,524,110.13_ § {36,524,110.13)
Total DJ 430 $ 53,111, 28 $ !53!111!031.Zl! -

H:\Natural Gas Accounting\Gas Coste\2013 WA ID Gas Coste.xdsxDec 13
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Prior Period Unrecovered Gas Costs
Washington
191000

Avista Corporation

State of Washington

Analysis of Account 191000 GD WA
Recovered PGA Deferred

Balance 08-01-2013 (194,854.27)
WA 191000 Recoverable Gas Costs Amortized
Sep-13
Total Rates Amortization
Schedule 101 2,647,538 0.03395 $ 89,883.92
Schedule 11 1,599,551 0.03060 $ 48,946.26
Schedule 112 0 $ -
Schedule 121 344,046 0.02998 $ 10,314.50
Schedule 122 0 $ -
Schedule 131 [} 0.05739 $ -
Schedule 132 0 $ -
Schedule 146 1.818,699 $ -
Spokane Rock Products $ -
Valley Hosy 146 $ -
Large C $0.00
6,409 834 $ 149,144.67
6,409,834 Adj___ -
$ 149,144.67
Subtotal {45,709.60)
Interest 3.25% (8325.76)
Balance 09-01-2013 (46,035.36)
WA 191000 Recoverable Gas Costs Amortized
Oct-13
Total Rates Amortization
Schedule 101 9,244,353 0.03355 $ 313,845.78
Schedule 111 3,880,001 0.03060 $ 118,728.03
Schedule 112 0 $ -
Schedule 121 595,792 0.02998 $ 17,861.84
Schedule 122 ] $ -
Schedule 131 [ 0.05739 $ -
Schedule 132 0 $ -
Schedule 146 2,531,895 $ -
Spokane Rock Products $ -
Valley Hosy 146 $ -
Large C $0.00
16,252,041 $ 450,435.66
16,252,041 Ad} -
$ 450,435.86
Subtotal 404,400.30
Interest 3.25% $485.29
Balance 10-31-2013 404,885.59

PGA Tracker Transfer 1,145,801.75

Balance 11/1/2013 _§ 1,550,687.34

WA 191000 Recoverable Gas Costs Amortized

Nov-13
Total Rates Amortization
Schedule 101 15,070,678 Manual Cale $ (28,858.64)
Schedule 111 5,651,303 Manual Calc $ (36,478.37)
Schedule 112 o Manual Calc $ -
Schedule 121 396,185 Manual Calc $ {16,940.83)
Schedule 122 0 Manual Calc $ -
Schedule 131 o] Manual Calc $ -
Schedule 132 0 Manual Cale $ -
Schedule 146 2,936,207 Manual Calc $ -
Spokane Rock Products $ -
Valley Hosp 146 $ -
Large C $13,852.98
24,054,373 $ (68,424.86)
24,054,373 Adj -
s {68,424.86)
Subtotal 1,482,262.48
Interest 3.25% $4,107.12
Balance 11-30-2013 1,486,369.60
WA 191000 Recoverable Gas Costs Amortized
Dec-13
Total Rates Amortization
Schedule 101 22,636,008 Manua!l Cale $ (56,737.25)
Schedule 11 7,518,125 Manual Cale $ (36,348.93)
Schedule 112 ] Manual Cale $ -
Schedule 121 588,721 Manual Calc $ {8,844.16)
Schedule 122 "] Manual Calc $ -
Schedule 131 0 Manual Calc $ -
Schedule 132 4] Manual Calc $ -
Schedule 146 3,675,604 Manual Caic $ -
Spokane Rock Products $ -
Valley Hosy 146 s -
Large C $0.00
34,418,458 $ {101,930.34)
34,418,458 Adj -
$ (101,930.34)
Subtotal 1,384,439.26
Interest 3.25% $3,887.55
Balance 12-31-2013 1,388,326.81

12-13 WA-ID Deferral & Amort. xisx

Sep-13

JOURNAL ENTRY dr | cr

Total Interest income 419600 GD WA $0.00
Total Interest Expense 431600 GD WA 325.76

Total WA Amortization Expense 805110 GD WA (149,144.67)
Tracker transfer 191010 GD WA 0.00

WA Recoverable Gas Costs 191000 GD WA 148,818.91

interest check

($325.76)
Oct-13
JOURNAL ENTRY dr ] cr
Total Interest income 419600 GD WA ($485.29)
Total Interest Expense 431600 GD WA 0.00
Total WA Amortization Expense 805110 GD WA (450,435.66)
Tracker transfer 191010 GD WA 0.00
WA Recoverable Gas Costs 191000 GD WA 450,920.95

interest check
$485.29

Nov-13
JOURNAL ENTRY dr | cr
Total Interest Income 419600 GD WA {4.107.12)
Total Interest Expense 431600 GD WA 0.00
Total WA Amortization Expense 805110 GD WA 68,424.86 0.00
Tracker transfer 191010 GD WA
WA Recoverable Gas Costs 191000 GD WA 0.00

interest check
$4,107.12

Dec-13

JOURNAL ENTRY dr | or

Total Interest Income 419600 GD WA (3,887.55)
Total Interest Expense 431600 GD WA 0.00

Total WA Amortization Expense 805110 GD WA 101,930.34 0.00
Tracker transfer 191010 GD WA

WA Recoverable Gas Costs 191000 GD WA 0.00 (98,042.79)

interest check
$3.887.55

WA Amort 191000

01-07-2014 322 PM



Amortization of JP Deferral

Balance 05-31.2013 77,569.21
WA 191025 WA GRC JACKSON PRAIRIE DEFERRAL
Jun-13 Volumes
Total Rates Amortization
Schedule 101 2,800,285  (0.00219) $ (6.132.65)
Schedule 111 1678252 {0.00219) § (3.675.37)
Schedule 12 0 {0.00218) § -
Schedule 121 330,156 (0.00218) § (742.76)
Schedule 122 42,891 ©.00219) § (83.93)
Schedule 131 0 (0.00219) $ .
Schedule 132 77,535  {0.00218) $ {160.80}
Schedule 148 1,585,130 (0.00020) _$ 317.03]
Gurrent Month Amortization 6,523,261 $ (11.131.53)
6,523,281
Balance 06-30-2013 66,437.67
WA 191025 WA GRC JACKSON PRAIRIE DEFERRAL
Jul-13 Volumes
Total Rates Amortization
Schedule 101 2082298  (0.00219) § (4,560.23)
Schedule M 1,140,112  {0.00218) $ (2,486.85)
Schedule 112 0 (0.00219) % -
Scheduie 121 204,732 {0.00219) $ (867.36)
Schedule 122 30,926 (0.00218) $ (67.73)
Schedule 13 0 {0.00219) $ -
Schedule 132 74,633 {0.00218) § (163.45)
Schedule 146 {0.00020) _$ 331.41
Current Month Amortization $ (8,267.03}
07-31-2013 58,150.64

Total Rates Amortization
Schedute 101 2.046,635  (0.00219) § (4.482.13)
Scheduje m 1.287,109 (0.00219) $ (2,81877)
Schedule 112 o (000219) $ -
Schedule 1 364,419 {0.00218) $ (798.08)
Schedule 122 28,500 (0.00219) § (62.42)
Schedule REL] 0.00219) $ -
Schedule 132 (0.00218} $ {108.25)
Schedule 146 (0.00020) _$ 341.95]
Current Month Amortization $ (8,611.59)

Balance 08-31-2013 49,539.05
WA 181025 WA GRC JACKSON PRAIRIE DEFERRAL
Sep-13 Volumes
Total Rates Amortlzation
Schedule 101 2,647,538 {0.00219) § (579811}
Schedule 111 1,509,551 {0.00218) $ (3,503.02)
Schedule 112 0 {0.00218) -
Schedule 121 344,046 0.00219) % (753.46)
Schedule 122 31,388 (0.00218) $ (68.74}
Schedule 13 0 (0.00219) § -
Schedule 132 54,453 (0.00218) $ {119.25)
Schedule 148 1,818,698 (0.00020) _$ (36374
Current Month Amortization 6,495,675 $ (10,606.32)
6,495,875
Balance 09-30-2013 38,832.73
WA 181025 WA GRC JACKSON PRAIRIE DEFERRAL
Oct-13 Volumes
Total Rates Amortization
Schedule 101 9.244,353 (0.00219)  $ (20,24513)
Schedule 1M1 3,880,001 {0.00219) $ (8,487.20)
Schedule 112 ] (0.00218) § -
Schedule 121 585,792 0.00219) § (1.304.78)
Schedule 122 40,500 (0.00218) § (88.70)
Schedule 131 Q (0.00219) § -
Schedule 132 68,629 (0.00218) § (150.30)
Schedule 148 2,531,885  {0.00020) _$§ ({506.38]
Current Month Amortization 168,361,170 $ {30,792.49)
16,361,170
Balance 10-31-2013 8,140.24
WA 181025 WA GRC JACKSON PRAIRIE DEFERRAL
Nov-13 | Volumes
Total Ralos Amortization
Schedule 101 15.070,678 Manual Caic § -
Schedule " 5,651.303 Manual Calc § -
Schedule 112 0 Manual Caic $ -
Schedule 121 366,185 Manual Calc $ -
Schedule 122 51,667 Manual Calc $ -
Schedule 131 0 Manual Calc § -
Schedule 132 142,009 Manual Calc $ -
Schedule 146 2.936.207  Manual Calc _$ -
Current Month Amortization 24,248 041 $ (8.833.82)
24,248,041
Balance 11-30-2013 {693.68)
WA 181025 WA GRC JACKSON PRAIRIE DEFERRAL
Dec-13 Volumes
Total Rates Amaortization
Schedule 101 22,636,008 Manual Caic § -
Schedule m 7.518,125 ManualCalc § -
Schedule 112 0 Manual Calc $ -
Schedule 121 588,721 Manual Calic § -
Schedule 122 84,319 Manual Caic § -
Schedule 131 0 Manual Calc §
Schedule 132 132,732 Manual Calc § -
Schedule 148 3,675,604 Manual Calc _$ -
Current Month Amortization 34.635.509 $ (132.002.04)
34,635,509
Balance 1231-2013 {13,695.72}

Jun-13

JOURNAL ENTRY | | T | o
Total WA Amortization Expense 805110 GDWA § 11,131.53
WA GRC Jackson Prairie Deferral 181025 GD WA

Jul-13
JOURNAL ENTRY 1 dr { cr 1
Total WA Amortization Expense 805110 GDWA § 8287.03
WA GRC Jackson Praitie Deferrat 191025 GD WA -

Aug-13
[JOURNAL ENTRY I | dr | cr ]|

|Total WA Amortization Expense 80511CGDWA § 861150

WA GRC Jackson Pralrie Deferral 191025 GD WA -

Sep-13
JOURNAL ENTRY { 1 dr | cr |
Total WA Amortization Expense 805110GDWA § 10,606.32
WA GRC Jackson Prairie Deferral 191025 GO WA -

Oct-13
JOURNAL ENTRY 1 { dr 1 er
Total WA Amortzation Expense 805110 GD WA  § 30.792.48 s

WA GRC Jackson Prairie Deferral __ 181025 GD WA 30,792.49
FETeE
Nov-13
JOURNAL ENTRY | | dr { cr
Total WA Amortization Expense  B05110 GDWA  §  8.833.82 B
WA GRC Jackson Prairie Deferral 191025 GD WA - B.633.92
Dec-13
[JBURNAL ENTRY 1 dr 1 cr ]

805110 GDWA  § 13,002.04
191025 GD WA
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Interoffice Memorandum
State & Federal Regulation

DATE: January 9, 2014

TO: Christy Burmeister-Smith and Distribution List

FROM: Kelly Norwood 7/ [Z

SUBJECT: Adjustment of Transport Costs between Electric and Natural Gas

The Company identified an error relating to the allocation of AECO natural gas supply volumes between the
Company’'s Power Supply operations (“Thermal”) and the Company’s natural gas operations {‘LDC"), as
described in the attached memo from Avista's Gas Supply Department. The errors occurred from November
2011 through September 2013.

Correction of the error results in costs that shift from the WA/ID natural gas operations to the WA/ID electric
operations. This reallocation of costs will impact the PGAs for the natural gas operations and the WA ERM
and |D PCA for the electric operations.

For WA electric costs, the Company determined the sharing of Washington's reallocation of costs in the
ERM between customers and the Company by reviewing the applicable deadbands and sharing bands within
the ERM for each of the past years, as if costs had actually been recorded during the respective prior
periods. Under the ERM, Avista defers a portion of net power supply and transmission costs that are above
or below the level of authorized costs reflected in base rates, subject to a deadband and sharing bands. The
sharing of the costs between customers and the Company should be based on the sharing that would have
occurred if the costs had flowed through the ERM during each year 2011 through 2013, as incremental
dollar amounts to what actually occurred each year.

This accounting treatment is similar to the accounting treatment the Company agreed to in 2002 with the
Staff of the Washington Utilities and Transportation Commission (Staff), and the Industrial Customers of
Northwest Utilities (ICNU) related to a multi-year purchased power contract with Enron. During the first ERM
deferral period of July 1, 2002 through December 31, 2002, the Company proposed to recover the net cost
associated with a buyout of a multi-year purchased power contract with Enron. The Company had recorded
the termination cost as a current purchased power expense for the month of October 2002. Staff and ICNU
recommended that the termination costs be amortized over the original delivery period of the energy contract
{2004 to 2006), rather than be recorded in the single month of the settlement transaction. The Company
agreed to the Staff/ICNU approach, and the Settiement Stipulation approved in Docket No. UE-030751 at
page 6 provided for an amortization of the termination payment over the original 2004 to 2006 delivery
period of the contract. Thus, the amortization of the Enron termination payment was subject to the ERM
sharing bands during the 2004 to 2006 period.

In this instance, assigning the costs to the specific years that the costs relate to, and applying the ERM
deadband and sharing bands for those years to determine the amount allocable to customers and the
Company, is consistent with the methodology previously adopted for the Enron termination payment.

For ID electric costs, the Company split the costs between customers and the Company using the 90/10
sharing applicable to the PCA.

Interest has been calculated on the amounts recorded in the PGA, ERM and PCA for each period as if the
costs had been recorded in the prior periods they normally would have occurred.



A summary of the adjustment follows:

Summary of Impact to Avista Earnings: 2011 2012 2013 Total
Increase Electric Costs (547/557) 15,509 82,709 221,943 320,161
Interest Income - Electric (293) (12,973) {27,326) {40,552)
Interest Expense - Gas 329 14,566 35,937 50,832
Net impact - Increased Costs 15,545 84,302 230,554 330,401

Summary of impact to Deferrals:

ID PCA 505,265
WAERM 808,681
1D PGA {487,554)
WA PGA (1,156,794)

Net impact - increased Liability (330,401)

Detail Journal Entries:

Joumnal FERC Ser Jur FERC Description Debit Credit
NSJ022 547610 ED AN FUEL COYQTE SPRINGS 2 CT 1,593,515

NSJO19 182385 ED iD REGUILATORY ASSET ID PCA DEFERRAL 1 440,430

NSJ019 182386 ED 1D REGULATORY ASSET ID PCA DEFERRAL 2 64,835

NSJ019 419600 ED iD INTEREST ON ENERGY DEFERRALS 5,893
NSJ019 557380 ED 1D IDAHO PCA-DEF 499,372
NSJO19 186280 ED WA REGULATORY ASSET ERM DEFERRED CURRENT YEAR 808,681

NSJI019 419600 ED WA  INTEREST ON ENERGY DEFERRALS 34,699
NSJO019 557280 ED WA  DEFERRED POWER SUPPLY EXPENSE 773,982
NSJ022 804001 GD AN GAS COSTS-DEMAND 1,593,515
NSJO25 191010 GD D CURR UNRECOV PGA DEFERRED 5,916
NSJO25 191010 GD iD CURR UNRECOV PGA DEFERRED 481,638
N$JO25 431600 GD D INTEREST EXPENSE ENERGY DEFERRALS 5916

NSJO25 805120 GD iD DEFER CURRENT UNRECOVERED GAS COSTS 431,638

NSJO25 191010 GD WA  CURR UNRECOV PGA DEFERRED 44,916
NSJO25 191010 GD WA CURR UNRECOV PGA DEFERRED 1,111,877
NSJO25 431600 GD WA  INTEREST EXPENSE ENERGY DEFERRALS 44,916

NSJO25 805120 GD WA DEFER CURRENT UNRECQOVERED GAS COSTS 1,111,877

Journals used to Record Transaction:
NSi017  To record intracompany thermal transport costs from LDC to Heat Rate/Thermal not previously allocated for the

period Nov 2011 thru Sep 2013 (Reversed with N5)022)

NSJ019  To record intracompany thermal transport cost for LDC to Heat Rate/Thermal not previously aliacated for the
period Nov 2011 through Sept. 2013

NSI022  To reverse NSH017 and reclass ta Thermal (CS2) transport costs. Also to correct deferral interest expense
calculations retated to gas costs on NSJO19.

NSJO25  To reverse gas deferral interest on $1.6M recorded in NSJ022 and to correct allocation for WA/ID.
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Utilities

Interoffice Memorandum

Energy Resources
DATE: January 3, 2014
TO: File
FROM; Steve Harper

SUBJECT: Error Related to Allocation of AECQO Natural Gas Supply

This memo addresses an error that occurred between November 2011 through September 2013 related to
the allocation of natural gas transportation volumes between the Company’s Power Supply operations
{*Thermal™) and the Company’s natural gas operations (“LLDC”).

By way of background, both the .DC and Thermal operations have contracts for fixed transportation
capacity on TransCanada Pipeline — Alberta (“TCPL-AB"), TransCanada Pipeline — British Columbia
(“TCPL-BC”) and TransCanada Gas Transmission Northwest (“GTN™). Thermal operations has firm
transportation contracts to transport natural gas from Alberta (AECO) to its natural gas generating
facilities located in Oregon and Idaho. The LDC has finm transportation contracts in order to serve
customer load requirements in its natural gas service territories.

Avista’s Gas Supply Department is responsible for purchasing daily natural gas for both Thermal and
LDC operations, and arranging for the transportation of the natural gas to the appropriate destination.
Effective November 1. 2011. Thermal operations did not renew one of their firm transportation
contracts, for approximately 10,000 Dth/day, originating at AECO and terminating at Kingsgate. The
map below shows the locations of AECO and Kingsgate.

The change in Thermal’s firm transportation from AECO to Kingsgate inadvertently was not captured in
the Company’s system until October 2013 when the error was found. However, Gas Supply continued
to schedule natural gas from AECO to Kingsgate as if Thermal still had the prior contractual volumes.
The result of this error was that Thermal operations, for the November 2011 through September 2013



time period. used the LDC’s firm transportation from AECO to Kingsgate, and likewise did not
compensate the LDC for its use.

In order to correct this error, intra-company transactions will be recorded to appropriately record costs to
the Washington Energy Recovery Mechanism and Idaho Power Cost Adjustment accounts, and provide

the offsetting benefit to the Washington and Idaho Purchased Gas Cost Adjustment (“PGA™) accounts.

The following table summarizes the volumes by month with appropriate costs:

Monthly Ave  Maonthly Ave  Pipeline

Yolume on Yolume on  Tarff Cast  Pipeline Turiff Foreign
TCPL-AB TCPL-BC on TCPL- Coston TCPL-  Maonihly Total Fxchange
Month {Gigajoules)  (Gigajoules) AB(CDNS§) BC{(CDNS) {CDNS) Rate Totad in USD Total by Year
1173072011 9,177 9.767 $53.317.79 $26,429.76 $79.747.33 0.98 $78,132.00 -
12/3172011 8576 9,006 $49,829.00 $24.369.00 $74.197.99 0.9836 $72981. 14 [— $151,133.74 [
173112012 9513 9,729 $47,175,93 $27,833.98 $75.009.91 (3.9968 §74.769.88
22972012 9337 9.836 $46.304.58 528.195.20 $74.499.78 1.0107 $75,296.93
J/31.2012 9.694 10,059 $48.072.55 $28.776.03 $76.848.57 10617 $76.979.21
430/2012 8,979 9,351 $4.529.010 $26.752.17 $71.281.18 1.122 $72.150.81
53172012 9,286 9,803 $46.050.39 $28.049.73 $74.100.42 0.9674 $71.721.51
6/30/2012 0 0 $0.00 $0.00 $0.00 0.9823 $0.00
773142012 9367 10,151 $48.931.57 $29.039.29 $77.970.86 0.9971 $77.744.74
8312012 9.903 10413 $49.111.38 $28.937.15 $78.048.52 1.014 £79.141.20
9/30/2012 9.866 10.136 $48.924.83 $28.998.03 $77922.86 1.162 $79.185.21
1043172012 9,633 10,169 $47.869.23 529.090.55 $76.959.77 0.9998 $76.944.38
117302012 8403 8.871 $41,680.89 §15,379.46 $67.060.35 1.0061 $67.469.42
12/31/2012 9426 9943 $46,743.05 $28.446.04 $75.189.09 1.0066 $75.685.34 [ $827,088.62 l
13172013 10,252 10.834 $49.638.47 $25.015.57 5$74.654.03 1.0021 $74,810.80
212872013 D747 10.262 $47.195.32 $23,693.83 $70.889.15 0.9703 $68.783.74
3312003 9,534 10,055 $46,186.43 $23216.58 $69.403.01 0.9823 $68.174.58
4/30/2013 9341 9,760 $44,745.73 §22,533.03 $67280.78 0.9922 $66.735.99
3312013 9.085 9443 $43.988.32 $21.802.92 $65,791.24 0.967 $63.620.13
63042013 9646 10082 $46,705.13 $23.278.99 S69.984.11 0.9514 $66.582 88
773172013 93558 9.992 $46.263.12 $23.070.12 $69.333.23 0.974 $47,530.59
873122013 9.575 9,790 $46.360.74 $22.604.46 $68.963 21 0.9438 $63434.19

943072013 10,103 10.233 $5223423  $23.426.29 $75.860.53 09702 $73,599.89

1,593,5158.15
UsD

$1.610,997.86
CDN




