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September 14, 2007
Ms. Carole J. Washburn, Executive Secretary - 2
Washington Utilities and Transportation Commission S
P.O. Box 47250 S

Olympia, WA 98504-7250
Re:  Docket No. UE-011595, Monthly Power Cost Deferral Report, August 2007
Dear Ms. Washburn:

Enclosed are an original and five copies of Avista Corporation’s Power Cost Deferral
Report for the month of August 2007. The'report includes the monthly energy
recovery mechanism (ERM) accounting journal together with backup workpapers. In
August actual net power costs were higher than authorized costs by $7,790,772. The
year to date difference is $15,391,231 in the surcharge direction, with $7,852,108
being deferred and $7,539,123 being absorbed by the Company.

Actual power supply expense was higher than the authorized level primarily due to
very low hydro generation. Hydro generation was 98 aMW below the authorized
level. The average market purchase price was $52.48/MWh and the average market
sales price was $64.78/MWh.

Coyote Springs 2 generated 25 aMW above the authorized level. Other gas fired
resources generated 8 aMW above the authorized level due to economics. Colstrip
and Kettle Falls generated 12 aMW and 27 aMW below the authorized levels,
respectively. Net transmission expense (transmission expense less transmission
revenue) was above the authorized level. Thermal fuel expense and natural gas fuel
expense were both above the authorized level due to increased generation and/or
higher fuel cost. The average price of gas for Coyote Springs 2 was $6.82/dth.
Washington retail sales were 2 aMW above the authorized level.

In August 2007 the deferral balance increased by $3,671,779. The August deferral
amounted to $6,051,878, interest amounted to $242,514, and the amortization equaled -
$2,622,613. The actual deferral balance at the end of August is $59.3 million. The
deferral balance would reach zero in the September 2009 timeframe based on the
following assumptions:

1.  The current forecast of higher costs for September through December 2007

resulting in additional deferrals of $4.4 million.
2. No deferrals beyond December 2007.
3.  Forecasted amortizations assuming no change in the existing surcharge rate.

In order to recover the deferral balance by the end of 2008, using the same assumptions,
the surcharge rate would need to be increased on January 1, 2008 to approximately
18.73% from the present surcharge of 10.76%. These projections are based on
currently available forecasted information, which is periodically updated.



At December 31, 2007 the deferral balance is forecasted to be $54.3 million. By
comparison, the annual amortization or recovery at the 10.76% surcharge rate is
approximately $32.0 million.

Interest 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 weighted cost
of debt is used as the interest rate. The interest rate is updated semi-annually and
interest is compounded semi-annually. The January and July reports contain the
supporting workpapers for the semi-annual updates of the weighted cost of debt used
in the interest calculations.

Enclosed is a forward long-term power contract that contains confidential, market-
sensitive information. Avista and the counter-party to the agreement might be
directly affected by disclosure of the confidential information. The first page of the
contract and the pages containing confidential information have been marked with the
designation “confidential per WAC 480-07-160.” The unredacted version is being
filed under seal. Six copies of the unredacted version are being submitted in sealed
envelopes, copied on yellow paper and identified as “Confidential Attachment A.”
Six copies of the redacted version are also being submitted. If you have any
questions, please contact Bill Johnson at (509) 495-4046 or Ron McKenzie at (509)
495-4320.

Sincerely,

Dty o vsreed

Kelly Norwood

Vice President State and Federal Regulation
RM

Enclosure

C: Mary Kimball, S. Bradley Van Cleve
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B2 Detail Balances (44 CORP) - 001.12A280,ED WA D

ERM Deferral Balance (Current Year - 2007)
Account 186280.ED.WA

Balance 7/31/07

Deferral

Interest

Balance 8/31/07

Year to date deferrals
Year to date interest
Balance in account

Amount Journal 1D
$1,804,098.00
$6,051,878.00 481 - WA ERM
20,503.00 481 - WA ERM

$7,876,479.00

$7,852,108.00
24,371.00

$7,876,479.00

st '07



etail Balances (SWA CORPY - 001.186280.ED

ERM Deferral Balance (Prior year - 2006)

Account 186290.ED.WA Amount Journal 1D
Balance 7/31/07 $0.00
No current month activity 0.00 481 -WAERM

Balance 8/31/07 $0.00




ZE Detail Balances {

Recoverable Deferral Balance
Account 182350.ED.WA
Balance 7/31/07

Amortization

Interest

Balance 8/31/07

Amount Journal ID
$53,802,403.65
-2,622,613.00 481 - WA ERM
222,011.00 481 - WA ERM

$51.401,801.65




Detail Balances (V& CORP: --001:186010,ED

ERM Deadband plus Amounts Absorbed

Account 186010.ED.WA
Balance 7/31/07

Current month entry
Balance 8/31/07

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

Total

Total
$4,000,000.00
6,000,000.00
5,391,231.00

Amount Journal ID
$5,800,230.00
1,738,893.00 481 - WA ERM

$7,539,123.00

Absorbed Deferred
$4,000,000.00 $0.00
3,000,000.00 3,000,000.00
539,123.00 4,852,108.00

$15,391,231.00

$7,539,123.00 $7,852,108.00




y- 001.1 86020 EDY¥ADL -

ERM Deadband Contra Account

Account 186020.ED.WA Amount Journal 1D
Balance 7/31/07 -$5,800,230.00
Current month entry -1,738,893.00 481 - WA ERM

Balance 8/31/07 -$7,539,123.00




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

$7,876,479.00
0.00
51,401,801.65

$59,278,280.65
-35%

-$20,747,398
0

-$20,747,398




Deferral Report

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

Month of August '07
Page

9 0f 20

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-12/31/06 s 7-825%— Actual cost of debt at 6/30/07 is 7.843%
Fhe-menthly-rate-is: 0-00652 | BeforeFax  |The monthly rate is: 0.00653583 Before Tax
8:0042385 | After—Tax 0.0042483 After Tax
8:-35|Taxrate 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 [Total 0
| Feb-07 DFIT Expense ADFIT
Feb-07|ERM Deferral 10,299 Deferral 3,605 |Operating (3,605)
Feb-07|Interest 22 lnterest 8 |Nonoperating (8)
02-28-2007 |Balance before interest 10,299 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 linterest 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 Jinterest 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 0
May-07|Interest 0 [interest 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)
o Aug-07 DFIT Expense ADFIT
Aug-07 [ERM Deferral 6,051,878 Deferral 2,118,157 |Operating (2,118,157)
Aug-07|interest 20,503 [interest 7,176 {Nonoperating (7,176)
08-31-2007|Balance before interest 7,852,152 2,125,333 |Totai (2,125,333)
GL Balance Activity GL Balance
Net ERM Balance 7,876,479 07-30-07 Aug-07 08-31-07
1,804,098 6,072,381 7,876,479

ADFIT Balance

(2,756,768)

2007 WA deferred power costs Order 03.xls

186280 WA ERM CUR YR

09-07-2007 3:54 PM



Deferral Report
Month of August '07

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

Pagei10 of 20

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 12/31/06-i57-825% Actual cost of debt at 6/30/07 is 7.843%
The-menthlyrate-is: 0-00652|BeforeTax The monthly rate is: 0.00653583 Before Tax
0-:0042385 |AfterFax 0.0042483 After Tax
0:35|Taxrate - 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 0 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
07-31-2007 |Balance before interest 0 0 |Total 0
Aug-07 DFIT Expense ADFIT
Aug-07 Deferral 0 |Operating 0
Aug-07 |interest 0 linterest 0 |Nonoperating 0
08-31-2007 |Balance before interest 0 0 [Total 0
| Net ERM Balance 0 GL Balance Activity GL Balance
07-30-07 Aug-07 08-31-07
ADFIT Balance 0 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

186280 WA ERM LAST YR

09-07-2007 9:35 AM




Deferral Report
Month of August '07

Changes Semiannually on January 1 and July 1 Beginning 7/1/02 Page11 0f 20
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
Actualcost-of-debt-ai-12/31/06-is-£825% Actual cost of debt at 6/30/07 is 7.843%
Fhe-rrenthly-rate-is: 0-:00652|BeforeFax  |The monthly rate is: 0.00653583 Before Tax
0.0042385 | AfterTax 0.0042483 After Tax
8-35|Faxrate 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 |interest 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 jInterest 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 linterest 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 {Interest 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-06/Interest 244,408 }interest 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
Aug-06 DFIT Expense ADFIT
Aug-06|Surcharge Amortization (2,622,613) Amortization (917,915)|Operating 917,915
Aug-06|interest 222,011 {interest 77,704 [Nonoperating (77,704)
08-31-2006|Balance before interest 50,947,389 (840,211)|Total 840,211
GL Balance Activity GL Balance
o 07-30-2007 Aug-07 08-31-2007
_________ ___|Net ERM Balance 51,401,802 53,802,404 (2,400,602); 51,401,802
" |ADFIT Balance (17,990,631)

2007 WA deferred power costs Order 03.xIs

182350 WA ERM DEF BAL

- 09-07-2007 9:29 AM




Deferral Report
Month of August '07

Page 12 of 20
{Tax Rate 35%] DJ481LTD |.DJ481LTD DJ481 LTD DJ481 CURMO|
' 283280 283280 283280 283280 283280 283280 283280
DJ481 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)
08-31-2007|  (19,462,276)| (17,990,631)| (2,756,768) 0 (20,747,399),  (1,285,123)| (20,747,399)
. 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)] (253,652)
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 0 -
186290 0 (101) 101 - -
Total (752,201) 85,442 666,759 -
06-30-2007 182350 (785,975) 82,283 703,692 235,094 0 (289)| (234,805)
186280 0 0 0- . '
186290 0 (101) 101 -
Total (785,975) 82,182 703,793 © -
07-31-2007 182350]  (794,226) 81,341 712,885 232,402 3,824 0 (236,226)
186280 630,081 1,338 (631,419) ]
186290 0 0 0
Total (164,145) 82,679 81,466
08-31-2007 182350 (917,915) 77,704 840,211 222,011 20,503 0| (242,514)
| 186280| 2,118,157 7,176 (2,125,333)
186290 0 0 0 .
Total 1,200,242 84,880 (1,285,122)
_Recon: _|Total interest 2007 2,042,634
Calc non op DFIT 2007 714,922
Total 410200 2007 714,923

2007 WA deferred power costs Order 03.xls

Interest and DFIT Summary

09-07-2007 3:55 PM
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~ Accounting Period: 200708 | State Code: WA. -

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

for Accounting Period : 200708 , State Code : WA

Deferral Report
Month of August '07
Page 15 of 20

Meters |-

" | Revenue Amt

YTD Avereige Meters

Yid Usage

Ytd Revenue Amt

195,635

195,845

1,611,120,982 |

18895

249,775,169 [ - - 23,123,027

T

129,698,884 | .

2,860,485,

116,619,670 |

71,020,203

7, 698229

476429

L8143

8,427,033

S 501

‘ev_RateSch_CM_YTD_RMc

05-Sep-07 8:05 AM
Page 1 of

Accounting Period LIKE :Report

Period, Electric, Source Id IN
(REVCSS''REVCORR','REVHBL',

'REVCAE'), Rate Schedule Num LIKE :

.Rate Schedule



Electric Revenue Report by Revenue Class

Current Month and Year-to-Date

for Accounting Period : 200708 , State Code : WA

Accounting Period: 200708 | State Code: WA

Deferral Report
Month of August ‘07
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U'sage

» Ré{/enué Amt

YTD Average Meters|'

Ytd Usage

| Ytd Revenue Amt

454970

Total WA

6,004 e
Totl WA . |227,950| 470,746,378 | 32,447,400 228,020 3,658,247,064 | 247,631,920
227,950 | 470,746,378 | 32,447,400 228,020 3,658,247,064 | 247,631,920

3v_RateSch_CM_YTD_RMc
u5-Sep-07 8:05 AM
Page 2 of

Accounting Period LIKE :Report

Period, Electric, Source Id IN
('REVCSS''REVCORR','REVHBL',

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