Avista Corp.
1411 EastMission PO Box 3727

Spokane, Washington 99220-3727 ‘ A“!; = o

Telephone 509-489-0500 ~IvIS m

Toll Free  800-727-9170 orp.
August 13, 2007

Ms. Carole J. Washburn, Executive Secretary
Washington Utilities and Transportation Commission
P.O. Box 47250

Olympia, WA 98504-7250

Re:  Docket No. UE-011595, Monthly Power Cost Deferral Report, July 2007
Dear Ms. Washburn:

Enclosed are an original and five copies of Avista Corporation’s Power Cost Deferral
Report for the month of July 2007. The report includes the monthly energy recovery
mechanism (ERM) accounting journal together with backup workpapers. In July
actual net power costs were higher than authorized costs by $5,201,259. The year to
date difference is $7,600,460 in the surcharge direction, with $1,800,230 being
deferred and $5,800,230 being absorbed by the Company.

Actual power supply expense was higher than the authorized level primarily due to
very low hydro generation and high retail loads. Hydro generation was 165 aMW
below the authorized level. Washington retail sales were 115 aMW above the
authorized level. The average market purchase price was $50.36/MWh and the
average market sales price was $66.30/MWh.

Coyote Springs 2 generated 67 aMW above the authorized level. Other gas fired
resources generated 2aMW below the authorized level due to economics. Colstrip
and Kettle Falls generated 23 aMW above and 5 aMW below the authorized levels,
respectively. Net transmission expense (transmission expense less transmission
revenue) was below the authorized level. Thermal fuel expense and natural gas fuel
expense were both above the authorized level due to increased generation. The
average price of gas for Coyote Springs 2 was $6.12/dth.

Workpapers supporting the semi-annual update of the carrying charge are included in
the enclosed report at pages 21-23. There were no forward long-term contracts of one
year or longer entered into in the month of July 2007. If you have any questions,
please contact Bill Johnson at (509) 495-4046 or Ron McKenzie at (509) 495-4320.

Sincerely,

Kelly Norwood

Vice President State and Federal Regulation
RM ~ S .
Enclosure oI Iz
C: Mary Kimball, S. Bradley Van Cleve s
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ERM Deferral Balance (Current Year - 2007)

Account 186280.ED.WA Amount Journal ID
Balance 6/30/07 $44.00

Deferral $1,800,230.00

Interest 3,824.00 481 - WA ERM
Balance 7/31/07 $1,804,098.00

Year to date deferrals $1,800,230.00

Year to date interest 3,868.00

Balance in account $1,804,098.00
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TRt e

ERM Deferral Balance (Prior year - 2006)
Account 186290.ED.WA Amount Journal 1D

Balance 6/30/07 $0.00
No current month activity 0.00 481 -WAERM
Balance 7/31/07 $0.00




Recoverable Deferral Balance
Account 182350.ED.WA

Balance 6/30/07
Amortization

Interest
Balance 7/31/07

Amount Journal 1D
. $55,839,219.65
-2,269,218.00 481 - WA ERM
232,402.00 481 - WA ERM

$53,802,403.65
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ERM Deadband plus Amounts Absorbed
Account 186010.ED.WA

Balance 6/30/07
Current month entry
Balance 7/31/07

First $4,000,000 at 100%
$4,000,000 to $10,000,000 at 50%
Over $10,000,000 at 10%

Total

Amount Journal ID
$2,399,200.00
3,401,030.00 481 - WA ERM

$5,800,230.00

Total Absorbed Deferred
$4,000,000.00 $4,000,000.00 $0.00
3,600,460.00 1,800,230.00 1,800,230.00
0.00 0.00 0.00
$7,600,460.00 $5,800,230.00 $1,800,230.00
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ERM Deadband Contra Account
Account 186020.ED.WA

Balance 6/30/07
Current month entry
Balance 7/31/07

Amount Journal ID
-$2,399,200.00
-3,401,030.00 481 - WA ERM

-$5,800,230.00
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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 in account

$1,804,098.00
0.00
53,802,403.65

$55,606,501.65
-35%

-$19,462,276
0

-$19,462,276




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

Deferral Report
Month of July '07

The rate is based on Avista's actual cost of debt, updated semiannually. Page 9 of 23
The actual cost of debt calculated at 6/30 will be used for the interest calculation from July through December.
. IThe 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. I ]
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-debtat12/31/06-is-7-825%-- Actual cost of debt at 6/30/07 is 7.843%
Fhe-monthlyrate-is: 0:00652|Before-Tax The monthly rate is: 0.00653583 Before Tax
0-:8042385 | AflerTax 0.0042483 After Tax
0:-35|Tax-rate 0.35 Tax rate
_|Account 186280 2007 Interest
12-31-2006|GL Balance including interest ($68,246.00) ) ]
01-31-2007|GL Balance $68,246.00 | Transfer to 186290
01-31-2007|GL Balance 0
Jan-07 DFIT Expense ADFIT
Jan-07|ERM Deferral 0 Deferral 0 {Operating 0
Jan-07|Interest 0 |interest 0 |Nonoperating 0
01-31-2007 |Balance before interest 0 0 |Toftal 0
Feb-07 DFIT Expense ’ ADFIT
Feb-07|ERM Deferral 10,299 ) Deferral 3,605 |Operating (3,605)
Feb-07|interest 22 |interest ) 8 |Nonoperating (8)
02-28-2007 |Balance before interest 10,299 i ) 3,613 |Total (3,613)
: ) Mar-07 DFIT Expense ADFIT
Mar-07 |ERM Deferral (10,299) Deferral {3.605)|Operating 3,605
Mar-07 |interest 22 {Interest 8 |Nonoperating (8)
03-31-2007|Balance before interest 0 (3,597)| Total 3,597
Apr-07 DFIT Expense ADFIT
Apr-07 |[ERM Deferral 0 Deferral 0 [Operating 0
Apr-07 |Interest 0 {Interest 0 |Nonoperating 0
04-30-2007 |Balance before interest 0 0 |Total 0
May-07 DFIT Expense ADFIT
May-07 |ERM Deferral 0 Deferral 0 [Operating Q
May-07|Interest 0 Jinterest 0 |Nonoperating 0
05-31-2007 {Balance before interest 0 0 |Total 0
Jun-07 DFIT Expense ADFIT :
Jun-07|ERM Deferral 0 Deferral 0 |Operating 0
Jun-07|Interest 0 [interest 0 |Nonoperating 0
06-30-2007 |Balance before interest 0 0 |Total 0
06-30-2007 |GL Balance including interest 44 Jul-07 DFIT Expense ADFIT
Jul-07 |[ERM Deferral 1,800,230 Deferral 630,081 {Operating (630,081)
Jul-07 |Interest 3,824 |interest 1,338 [Nonoperating (1,338)
07-31-2007 |Balance before interest 1,800,274 - 631,419 [Total (631,419)
GL Balance Activity GL Balance
Net ERM Balance 1,804,098 06-30-07 Jui-07 07-31-07
44 1,804,054 1,804,098
ADFIT Balance (631,434)

2007 WA deferred power costs Order 03.xis

186280 WA ERM CUR YR

08-06-2007 3:34 PM



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

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.

Deferral Report
Month of July '07

Page 10 of 23

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. I |

Interest is calculated using the prior month ending balance plus 1/2 month of current month charges times the current after tax interest rate

Actualcostefdebtat12/31/06-i6 7.825%- Actual cost of debt at 6/30/07 is 7.843%
Fhe-monthly-rate-is: 0:00652|Before-Tax The monthly rate is: 0.00653583 Before Tax
00042385 | AfterFax 0.0042483 After Tax
035 |Fax~+ate 0.35 Tax rate
Account 186290 2007 Interest
12-31-2006 |GL Balance including interest 0
01-31-2007 | Transfer from 186280 ($68,246)
01-31-2007|GL Balance including interest ($68,246) Jan-07 DFIT Expense ADFIT
Jan-07|Interest (289)]Interest (101)|Nonoperating 101
01-31-2007 |Balance before interest (68,246) (101){Total 101
Feb-07 DFIT Expense ADFIT
Feb-07|Interest (289)]interest (101) |Nonoperating 101
02-28-2007 [Balance before interest (68,246) (101)|Total 101
Mar-07 DFIT Expense ADFIT
Mar-07 Deferral 0 |Operating 0
Mar-07|Interest " (289)|interest (101)|Nonoperating 101
03-31-2007|Balance before interest (68,246) (101){Total 101
) Apr-07 DFIT Expense ADFIT
Apr-07 0 Deferral 0 {Operating 0
Apr-07 |[interest (289)}Interest (101) {Nonoperating 101
04-30-2007 |Balance before interest (68,246) (101){Total 101
May-07 DFIT Expense ADFIT
May-07 0 Deferral 0 [Operating 0
May-07 [interest (289)]interest (101){Nonoperating 101
05-31-2007 |Balance before interest (68,246) (101)|Total 101
Jun-07 DFIT Expense ADFIT
Jun-07 9] Deferral 0 |Operating 0
Jun-07|Interest (289)]interest (101){Nonoperating 101
06-30-2007 [Balance before interest (68,246) (101)|Total 101
06-30-2007|GL Balance including interest (69,980) Jun-07 DFIT Expense - ADFIT
06-30-2007 |ERM Transfer to 182350 69,980 Deferral : 0 {Operating 0
Jul-07 |Interest - 0 {interest 0 |Nonoperating 0
07-31-2007Balance before interest 0 0 [Total 0
Net ERM Balance 0 GL Balance Activity GL Balance
06-30-07 Jul-07 07-31-07
ADFIT Balance 0 0 0
When WUTC deems 2006 deferred power costs prudent - reclass to 182350 after interest calculation.
Order granting prudency received 6/27/07 ]

2007 WA deferred power costs Order 03.xls

186290 WA ERM LAST YR

08-06-2007 2:13 PM




Deferral Report

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

Month of July ‘07 7

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

Page 11 0f 23

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.

l

Interest is calculated using the prior month ending balance plus 1/2 month of current month charges tlmes the current after tax interest rate

Actual-cost-of-debt-at-12/31/06-is-7-825%-— Actual cost of debt at 6/30/07 is 7.843% —
Fhe-monthly-rate-is: 08:00662|BetereFax  |The monthly rate is: 0.00653583 Before Tax
0:0042385 |AfterTax i 0.0042483 After Tax
0-35|Taxrate 0.35 Tax rate
Account 182350 2007 Interest
12-31-2006,GL Balance including interest 70,227,235 Jan-07 DFIT Expense ADFIT
Jan-07|Surcharge Amortization (3.270,611) Amortization (1,144,714)|Operating 1,144,714
Jan-07/|Interest 290,727 linterest 101,754 [Nonoperating (101,754)
01-31-2007|Balance before interest 66,956,624 (1,042,960)| Total 1,042,960
Feb-07 DFIT Expense ADFIT
Feb-07|Surcharge Amortization (3,241,530) Amortization (1,134,536)|Operating 1,134,536
Feb-07|Interest 276,926 finterest 96,924 [Nonoperating (96,924)
02-28-2007 |Balance before interest 63,715,094 (1,037,612){Total 1,037,612
Mar-06 DFIT Expense ADFIT
Mar-06{Surcharge Amortization (2,627,640) Amortization {919,674)|Operating 919,674
Mar-06|Interest 264,488 |interest 92,571 |Nonoperating (92,571)
03-31-2006 |Balance before interest 61,087,454 (827,103)|Total 827,103
Apr-06 - DFIT Expense ADFIT
Apr-06|Surcharge Amortization (2,349,050) Amortization (822,168)|Operating 822,168
Apr-06|Interest ' 253,941 linterest ' 88,879 |Nonoperating (88,879)
04-30-2006|Balance before interest 58,738,404 (733,289)| Total 733,289
) May-06 DFIT Expense ADFIT
May-06]Surcharge Amortization (2,149,145) Amortization (752,201)|Operating 752,201
May-086|Interest ) 244,408 JInterest 85,543 |Nonoperating (85,543)
05-31-2006|Balance before interest 56,589,259 (666,658)|Total 666,658
Jun-06 DFIT Expense ADFIT
Jun-06|Surcharge Amortization (2,245,643)| . Amortization (785,975)|Operating 785,975
Jun-06|Interest 235,094 |interest 82,283 |Nonoperating {82,283)
06-30-2006 |Balance before interest 54,343,616 (703,692) | Total 703,692
06-30-2006 | Transfer from 186290 (69,980}
06-30-2006|GL Balance including interest 55,839,220 Jul-06 DFIT Expense ) ADFIT
Jul-06|Surcharge Amortization (2,269,218) Amortization (794,226) | Operating 794,226
Jul-06|Interest 232,402 {Interest 81,341 [Nonoperating (81,341)
07-31-2006|Balance before interest 53,570,002 (712,885)| Total 712,885
GL Balance Activity GL Balance
06—30—250_0_2 Jul-07 07-31-2007
Net ERM Balance 53,802,404 - 55,839,220 (2,036,816)| 53,802,404
ADFIT Balance (18,830,841)

2007 WA deferred power costs Order 03.xls

182350 WA ERM DEF BAL

08-06-2007 2:10 PM



Deferral Report
Month of July '07

Page 12 0f 23
Tax Rate 35%] DJ481LTD | DJ481LTD DJ481 LTD DJ481 CURMO|
283280 283280 283280 283280 283280 283280 283280
JJ481 BEGINNING ADFIT ADFIT ADFIT BALANCE FOR ALL ENDING
BALANCE 182350 186280 186290 COMPONENTS| ACCOUNTS | BALANCE
12-31-2006 (25,510,633)] (24,579,532) 23,886 0 (24,555,646) 954,987 | (24,555,646)
01-31-2007 (24,555,646)]  (23,536,573) 0 23,987 (23,512,586) 1,043,060 | (23,512,586)
02-28-2007 (23,512,585)| (22,498,961) (3,612) 24,088 (22,478,485) 1,034,100 | (22,478,485)
03-31-2007 (22,478,485)| (21,671,858) (15) 24,190 (21,647,683) 830,802 | (21,647,683)
04-30-2007|  (21,647,684)| (20,938,570) (15) 24,291 (20,914,294) 733,390 | (20,914,294)
05-31-2007|  {20,914,294)| (20,271,912) (15) 24,392 (20,247,535) 666,759 | (20,247,535)
06-30-2007]  (20,247,535)| (19,568,220) (15) 24,493 (19,543,742) 703,793 | (19,543,742)
07-31-2007|  (19,543,742)| (18,830,841) (631,434) 0 (19,462,275) 81,467 | (19,462,275)
ADFIT Interest
- 410100 410200 283280 182350 186280 186290 419600
01-31-2007 182350| (1,144,714)| 101,754 1,042,960 290,727 0 (289)]  (290,438)
186280 0 0| - 0 :
186290 0 {101) 101 -
Total (1,144,714)] 101,653 1,043,061 : :
02-28-2007 182350 (1,134,536) 96,924 1,037,612 . 276,926 22 (289){ (276,659)
186280 3,605 8 (3,613)-
186290 0 (101) 101 .
Total (1,130,931) 96,831 1,034,100 ; ,
03-31-2007 182350 (919,674) 92,571 827,103 264,488 22 (289)] (264,221)
186280 (3,605) 8 3,597 )
186290 0 (101) 101
Total (923,279) 92,478 830,801 .
04-30-2007 182350 (822,168) 88,879 733,289 253,941 0 (289)| (2583,652)
186280 0 0 0 :
186290 0 (101) 101
Total (822,168) 88,778 733,390
05-31-2007 182350 (752,201) 85,543 666,658 244,408 0 (289)| . (244,119)
186280 0 0
186290 - 0 (101)
Total (752,201) 85,442
06-30-2007 182350 (785,975) 82,283 235,094 0 (289)| (234,805)
186280 0 0 ‘
186290 0 (101)
Total (785,975) 82,182
07-31-2007 182350 (794,226) 81,341 232,402 3,824 0 (236,226)
186280 630,081 1,338 '
186290 0 0
Total (164,145)] 82,679
Recon: Total interest 2007 1,800,120
Calc non op DFIT 2007 630,042
Total 410200 2007 630,043

2007 WA deferred power costs Order 03.xls  Interest and DFIT Summary

08-06-2007 3:35 PM
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Deferral Report
Month of July '07
Page 15 of 23

Electric Revenue Report by Revenue Class
Current Month and Year-to-Date

for Accounting Period : 200707 , State Code : WA

.ev_RateSch_CM_YTD_RMc Accounting Period LIKE :Report
01-Aug-07 1:36 PM Period, Electric, Source Id IN
Page 1 of ('REVCSS','REVCORR','/REVHBL',
'REVCAE"), Rate Schedule Num LIKE :

Rate Scheduie



Deferral Report
Month of July '07
Page 16 of 23

Electric Revenue Report by Revenue Class

Current Month and Year-to-Date
for Accounting Period : 200707 , State Code : WA

]228,049| 414,682,460 | 28,624,294 | | 228,030 3,187,500,686 |-

{228,049 414,682,460 | 28624294 | 228030 |3,187,500,686

) ;v_RateSch_CM_YTD_RMc( Accounting Period LIKE :Report
u1-Aug-07 1:36 PM , Period, Electric, Source Id IN
Page 2 of ('REVCSS','/REVCORR','/REVHBL',

'REVCAE"), Rate Schedule Num LIKE :
Rate Schedule
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