Avista Corp.
1411 EastMission PO Box 3727 A

Spokane, Washington 99220-3727 =] v,s TAa

Telephone 509-489-0500
Toll Free  800-727-9170

February 12, 2008

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

Olympia, WA 98504-7250

o

Re:  Docket No. UE-011595, Monthly Power Cost Deferral Report, January 2008“
Dear Ms. Washburn:

Enclosed are an original and five copies of Avista Corporation’s Power Cost Deferral
Report for the month of January 2008. The report includes the monthly energy
recovery mechanism (ERM) accounting journal together with backup workpapers. In
January actual net power costs were higher than authorized costs by $940,109. No
deferral was recorded as the entire amount was applied against the 2008 deadband.

Actual power supply expense was higher than the authorized level primarily due to
lower than authorized hydro generation and higher market power prices. Hydro
generation was 28 aMW below the authorized level. The average market purchase
price was $71.92/MWh and the average market sales price was $62.99/MWh.

Coyote Springs 2 generated 137 aMW above the authorized level. Other gas fired
resources generated 11 aMW above the authorized level due to economics. Colstrip
and Kettle Falls generated 12 aMW above and 5 aMW below the authorized levels,
respectively. Net transmission expense (transmission expense less transmission
revenue) was above the authorized level. The average price of gas for Coyote Springs 2
was $7.42/dth. Washington retail sales were 4 aMW below the authorized level.

In January 2008 the deferral balance decreased by $3,058,315. The January deferral
was zero, interest amounted to $241,526 and amortization amounted to -$3,299,841.
The actual deferral balance at the end of January is $55.5 million. The deferral balance
would reach zero in the November-December 2009 timeframe based on the following
assumptions:

1.  No deferrals beyond January 2007.

2.  Forecasted amortizations of approximately $31 million annually assuming

no change in the existing surcharge rate.

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. Pages 20-22 of the workpapers show the calculation of
the weighted cost of debt at December 31, 2007, which is to be used for the January-
June 2008 period.

There were no forward long-term contracts of one year or longer entered into in the
month of January 2008. If you have any questions, please contact Bill Johnson at
(509) 495-4046 or Ron McKenzie at (509) 495-4320.

Sincerely,

itly ) vsrerd

Kelly Norwood

Vice President State and Federal Regulation
RM

Enclosure

C: Mary Kimball, S. Bradley Van Cleve
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ERM Deferral Balance (Current Year - 2008)
Account 186280.ED.WA

Balance 12/31/07

Transfer 12/31/07 balance to 186290.ED.WA
Deferral

Interest
Balance 1/31/08

Year to date deferrals
Year to date interest
Balance in account

Amount Journal 1D
$16,564,895.00
-$16,564,895.00 481 - WA ERM
$0.00 481 -WAERM
0.00 481 -WAERM

$0.00

$0.00
0.00

$0.00

Deferral Report
Month of Jan '08
Page 3 of 22




'ERM Deferral Balance (Prior year - 2007)
Account 186290.ED.WA

Balance 12/31/07

Transfer 12/31/07 balance from 186280.ED.WA
Interest

Balance 1/31/08

Deferrals
Interest
Balance in account

Amount
$0.00
$16,564,895.00
70,346.00

$16,635,241.00

$16,343,766.00
291,475.00

$16,635,241.00

Journal ID

481 - WA ERM
481 - WA ERM

Deferral Report
Month of Jan '08
Page 4 0f 22



Recoverable Deferral Balance
Account 182350.ED.WA

Balance 12/31/07
Amortization
Interest

Balance 1/31/08

Amount Journal 1D
$41,958,847.65
-3,299,841.00 481 - WA ERM
171,180.00 481 - WA ERM

$38,830,186.65

Deferral Report
Month of Jan '08
Page 5 of 22
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Deferral Report
Month of Jan '08
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ERM Deadband plus Amounts Absorbed
Account 186010.ED.WA

Balance 12/31/07

Reverse prior year balance

Current month entry

Amount
$8,482,641.00

Journal ID'

-$8,482,641.00 481 - WA ERM
940,109.00 481 - WA ERM

Balance 1/31/08 $940,109.00
Total Absorbed Deferred
First $4,000,000 at 100% $940,109.00 $940,109.00 $0.00
$4,000,000 to $10,000,000 at 50% 0.00 0.00 0.00
Over $10,000,000 at 10% 0.00 0.00 0.00
Total o $940,109.00 $940,109.00 $0.00




ERM Deadband Contra Account
Account 186020.ED.WA

Balance 12/31/07

Reverse prior year balance
Current month entry

Balance 1/31/08

Amount Journal ID
-$8,482,641.00
$8,482,641.00 481 - WA ERM
-940,109.00 481 - WA ERM

-$940,109.00

Deferral Report
Month of Jan '08
Page 7 of 22
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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

$0.00
16,635,241.00
38,830,186.65

$55,465,427.65
-35%

-$19,412,900
1

-$19,412,899

i

Deferral Report
Month of Jan '08
Page 8 of 22



Deferral Report

Changes Semiannually on January 1 and July 1 Beginning 7/1/02 II:/I onth of Jan '08
The rate is based on Avista's actual cost of debt, updated semiannually. age 9 of 22

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.
nterest will be accrued monthly and compounded semi-annually. | |
nterest 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 12/31/07 is 7.840%. ' | Actual-cost-of debt-at-6/30/07i6-7-843%
The monthly rate is: 0.00653 Before Tax |The-monthlyrate-is: 0.00653583 | Before Fax
- ’ - - 0.0042467 After Tax 0.0042483 | AfterTax
. . 0.35 Tax rate 0.35|Taxrate
Account 186280 2008 Interest
12-31-2007 |GL Balance including interest $16,564,885
01-31-2008|GL Balance ($16,564,895) | Transfer to 186290
01-31-2008|GL Balance 0
January DFIT Expense ADFIT
January ERM Deferral 0 Deferral 0 |Operating 0
January Interest 0 {interest 0 |Nonoperating 0
01-31-2008 |Balance before interest 0 0 |Total 0
GL Balance Activity GL Balance
Net ERM Balance 0 12-31-07 Jan-08 01-31-08
16,564,895 (16,564,895) 0
ADFIT Balance 0

2008 WA deferred power costs Order 03.xls 186280 WA ERM CUR YR 02-08-2008 10:05 AM



Deferral Report

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

Month of Jan '08 1

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

Page 10 of 22

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. I
1terest 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 12/31/07 is 7.840%. Actual-cost-of-debt-at-6/30/07is7843%
The monthly rate is: 0.00653 Before Tax |Fhe-monthlyrateis: 0.00653583 | BeforeTax
0.0042467 After Tax 0.0042483 |AfierTax
0.35 Tax rate 0.35 | Taxrate
Account 186290 2008 Interest
12-31-2007 |GL Balance including interest 0
01-31-2008 |Transfer from 186280 $16,564,895
01-31-2008|GL Balance including interest $16,564,895 January DFIT Expense ADFIT
January Interest 70,346 [interest 24,621 |Nonoperating (24,621)
01-31-2008|Balance before interest 16,564,895 24,621 |Total (24,621)
Net ERM Balance 16,635,241 GL Balance Activity GL Balance
12-31-07 Jan-08 01-31-08
ADFIT Balance (5,822,334) 0 16,635,241 16,635,241
2008 WA deferred power costs Order 03.xIs 186290 WA ERM LAST YR 02-08-2008 10:06 AM



Deferral Report

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

Month of Jan '08

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

Page 11 of 22

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 12/31/07 is 7.840%. Actual-costof-debtat-6/36/074s7843%
The monthly rate is: 0.00653 Before Tax |The-monthly-rateds- 0-00653583|BetoreFax
0.0042467 After Tax 00042483 |AlterFax
0.35 Tax rate ] 835 |Fax+ate
Account 182350 2008 Interest
12-31-2007|GL Balance including interest 41,958,848 January DFIT Expense ADFIT
January Surcharge Amortization (3,299,841) Amortization (1,154,944)|Operating 1,154,944
January Interest 171,180 [Interest 59,913 |Nonoperating (59,913)
01-31-2008|Balance before interest 38,659,007 (1,095,031) |Total 1,095,031
GL Balance Activity Gl Balance
12-31-2007 Jan-08 01-31-2008
Net ERM Balance 38,830,187 41,958,848 (3,128,661)] 38,830,187
ADFIT Balance (13,590,565)

2008 WA deferred power costs Order 03.xis

182350 WA ERM DEF BAL

02-08-2008 10:05 AM



Tax Rate

Deferral Report
Month of Jan '08
Page 12 of 22

35%| DJ481LTD DJ481 LTD 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
12-31-2007 (21,336,244), (14,685,597)( (5,797,71 3) 0 (20,483,310) 852,935 | (20,483,309)
01-31-2008 (20,483,309)| (13,590,565) 0 (5,822,334) {19,412,899) 1,070,410 | (19,412,899)
ADFIT Interest
410100 410200 283280 182350 186280 "~ 186290 419600
01-31-2008 182350| (1,154,944) 59,913 |- 1,095,031 171,180 0 70,346 (241,526)
186280 0 0 0
186290 0 24,621 (24,621)
Total (1,154,944) 84,534 1,070,410
Recon: Total interest 2008 241,526
Calc non op DFIT 2008 84,534
Total 410200 2008 84,534

2008 WA deferred power costs Order 03.xls

Interest and DFIT Summary

02-08-2008 10:06 AM
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Electric Revenue Report by Revenue Class

Current Month and Year-to-Date

for Accounting Period : 200801, State Code : WA

Accounting Period * 200801

State Code. WA

" Usage

A Meters _

Revenue Amt . YTD Avg Meters_'

Ytd Uéage L p _Ytd Revenue Amt’

20,097,366

EE

' 37,601,00

| 282,820,320

13570789

5,267,702

_.534100]

5,267,702

. 9731117

136,351,586

S 9BLILT

136,351,586

s 259,599

73959

- 3,445,633

T 74,764,723 .

Rev_RateSch_CM_YTD_RMc

01-FEB-08 01.04.54 PM
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