Avista Corp.
1411 EastMission PO Box 3727
1

; A _ .
Spokane, Washington 99220-3727 sl v'STA

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

April 11,2008

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

Olympia, WA 98504-7250

Re:
Dear Ms. Washburn:

Enclosed are an original and five copies of Avista Corporation’s Power Cost Deferra
Report for the month of March 2008. The report includes the monthly energy
recovery mechanism (ERM) accounting journal together with backup workpapers. In
March actual net power costs were lower than authorized costs by $26,147. No
deferral was recorded as the entire amount was applied against the 2008 deadband.

Actual power supply expense was slightly lower than the authorized level due partly to
higher generation and operating margins at Coyote Springs 2. Hydro generation was 17
aMW below the authorized level. The average market purchase price was $71.60/MWh
and the average market sales price was $69.92/MWh.

Coyote Springs 2 generated 116 aMW above the authorized level. The average Coyote
Springs 2 gas price was $7.93/dth. Colstrip and Kettle Falls generated 16 aMW above
and 6 aMW below the authorized levels, respectively. Net transmission expense
(transmission expense less transmission revenue) was above the authorized level.
Washington retail sales were 52 aMW below the authorized level.

In March 2008 the deferral balance decreased by $2,439,465. The March deferral was
zero, interest amounted to $214,681 and amortization amounted to -$2,654,146. The
actual deferral balance at the end of March is $49.9 million. The deferral balance
would reach zero in the November-December 2009 timeframe based on the following
assumptions:

1.  No deferrals projected in 2008 or 2009.

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.

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

Sincerely,

W} /v/mmm—a/

Kelly Norwood

Vice President State and Federal Regulation
RM

Enclosure

C: Mary Kimbeall, S. Bradley Van Cleve
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ERM Deferral Balance (Current Year - 2008)

Account 186280.ED.WA Amount Journal ID
Balance 2/29/08 $0.00

Deferral $0.00 481 - WA ERM
Interest 0.00 481 -WAERM
Balance 3/31/08 $0.00

Year to date deferrals $0.00

Year to date interest 0.00 :

Balance in account $0.00
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ERM Deferral Balance (Prior year - 2007)
Account 186290.ED.WA

Balance 2/29/08

Interest

Balance 3/31/08

Deferrals
Interest
Balance in account

Amount
$16,705,587.00
70,346.00

$16,775,933.00

$16,343,766.00
432,167.00

$16,775,933.00

Journal 1D

481 - WA ERM
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&> Detail Bal

Recoverable Deferral Balance

Account 182350.ED.WA Amount Journal ID
Balance 2/29/08 ' $35,642,799.65

Amortization -2,654,146.00 481 - WA ERM
Interest 144,335.00 481 - WA ERM

Balance 3/31/08 $33,132,988.65
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ERM Deadband plus Amounts Absorbed

Account 186010.ED.WA
Balance 2/29/08

Current month entry
Balance 3/31/08

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
$3,440,939.00
-26,147.00 481 - WA ERM
$3,414,792.00
Total Absorbed Deferred
$3,414,792.00 $3,414,792.00 $0.00
0.00 0.00 0.00
0.00 0.00 0.00
$3,414,792.00 $3,414,792.00 $0.00
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ERM Deadband Contra Account

Account 186020.ED.WA Amount Journal ID
Balarce 2/29/08 -$3,440,939.00
Current month entry 26,147.00 481 - WA ERM

Balance 3/31/08 : -$3,414,792.00
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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

$0.00
16,775,933.00
33,132,988.65

$49,908,921.65
-35%

-$17,468,123
2

-$17,468,121
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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.
The actual cost of debt calculated at 12/31 will be used for the interest calculation from January through June.
Aterest 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 debt-at 6/30/07 is-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 | Faxrate
Account 186280 2008 Interest
12-31-2007 |GL Balance including interest $16,564,895
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 Jinterest 0 [Nonoperating 0
01-31-2008|Balance before interest 0 0 |Total 0
February DFIT Expense ADFIT
February ERM Deferral 0 Deferral 0 |Operating 0
February Interest 0 |interest 0 {Nonoperating 0
02-29-2008|Balance before interest 0 0 |Total 0
March DFIT Expense ADFIT
March ERM Deferral 0 Deferral ' 0 |Operating 0
March Interest 0 Jinterest 0 [Nonoperating 0
03-31-2008|Balance before interest 0 0 |Total 0
GL Balance Activity GL Balance
Net ERM Balance 0 02-29-08 Mar-08 03-31-08
0 0 0
ADFIT Balance 0

2008 WA deferred power costs Order 03.xIs 186280 WA ERM CUR YR 04-07-2008 11:47 AM



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

Deferral Report
Month of Mar '08

The rate is based on Avista's actual cost of debt, updated semiannually. Page 9 of 18
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.
terest will be accrued monthly and compounded semi-annually. ]
.nierest is calculated usirgihe prior month ending balance plus 1/2 month of current month charges times the current after ax interest rate
Actual cost of debt at 12/31/07 is 7.840%. . b %
The monthly rate is: 0.00653 Before Tax  [The-monthly rateis: 0.00653583 | BeforeTax
0.0042467 After Tax 0.0042483 |AfterTax
0.35 Tax rate 0.35|Faxrate
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 24,621 |Nonoperating (24,621)
01-31-2008|Balance before interest 16,564,895 24,621 |Total (24,621)
February DFIT Expense ADFIT
February Interest 70,346 24,621 |Nonoperating (24,621)
02-29-2008 |Balance before interest 16,564,895 24,621 |Total (24,621)
March DFIT Expense ADFIT
Deferral 0 |Operating 0
March Interest 70,346 24,621 |Nonoperating (24,621)
03-31-2008|Balance before interest 16,564,895 24,621 |Total (24,621)
Net ERM Balance 16,775,933 GL Balance Activity GL Balance
02-29-08 Mar-08 03-31-08
ADFIT Balance (5,871,577) 16,705,587 70,346 16,775,933
2008 WA deferred power costs Order 03.xIs 186290 WA ERM LAST YR 04-04-2008 1:44 PM
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Changes Semiannually on January 1 and July 1 Beginning 7/11/02 Page 10 of 18
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 12/31/07 is 7.840%. Actuat-cost-of-debtat-6/30/07i57843%
The monthly rate is: 0.00653 Before Tax |The-monthly-rate-e- 0:00653583|BeloreFax
0.0042467 After Tax 0.0042483 |AfterFax
0.35 Tax rate 035|Faxrate
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
February DFIT Expense ADFIT
February Surcharge Amortization (3,344,459) Amortization (1,170,561) |Operating 1,170,561
February Interest 157,072 |Interest 54,975 |Nonoperating (54,975)
02-29-2008|Balance before interest 35,314,548 (1,115,586)|Total 1,115,586
March DFIT Expense ADFIT
March Surcharge Amortization (2,654,146) Amortization (928,951)|Operating 928,951
March Interest . - 144,335 [interest 50,517 |Nonoperating (50,517)
03-31-2008|Balance before interest 32,660,402 (878,434)|Total 878,434
GL Balance Activity GL Balance
02-29-2008 Mar-08 03-31-2008
Net ERM Balance 33,132,989 35,642,800 (2,509,811)| 33,132,989
ADFIT Balance (11,596,546)

2008 WA deferred power costs Order 03.xls 182350 WA ERM DEF BAL 04-04-2008 1:42 PM
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Tax Rate 35%] DJ481LTD | DJ481 LTD DJ481 LTD DJ481 CURMO|
283280 283280 283280 283280 283280 283280 283280
2J4as1 BEGINNING ADFIT ADFIT ADFIT BALANCE FOR ALL ENDING
BALANCE 182350 186280 186290 COMPONENTS! ACCOUNTS BALANCE
12-31-2007 (21,336,244)| (14,685,597)| (5,797,713) 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)
02-29-2008 (19,412,899)| (12,474,980) 0 {5,846,955) (18,321,935)| 1,090,964 | (18,321,935)
03-31-2008 (18,321,834)| (11,596,546) 0 (5,871,577) (17,468,123) 853,813 | (17,468,121)
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
02-29-2008 182350 (1,170,561) 54,975 1,115,586 157,072 0 70,346 (227,418)
186280 0 0 0 .
186290 0 24,621 (24,621)
Total (1,170,561) 79,596 1,090,965
- 03-31-2008 182350 (928,951) 50,517 878,434 144,335 0 70,346 (214,681)
186280 0 0 0
186290 0 24,621 (24,621)
Total (928,951) 75,138 853,813
Recon: Total interest 2008 683,625
Calc non op DFIT 2008 239,269
Total 410200 2008 239,268

2008 WA deferred power costs Order 03.xls  Interest and DFIT Summary 04-07-2008 11:47 AM
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Electric Revenue Report by Revenue Class
Current Month and Year-to-Date

for Accounting Period : 200803 , State Code : WA

Accounting Period 200803 .| State Code' WA -

Meters - Usage’ Revenue Amt. _YTDAvg Meters =~ YtdUsage _Ytd Revenue Amt

“Tooias| 220047820| - 16342,9%9] . 199130 785365200 . 57,772,462
T1o,144| 31,467487|  3208519) T 19,166| 107,381,556 10,630,679
T.648) . 4371,545| - 473242) oe42] L 15,107385) 1,585,684
3244 122325,714| 5379671 - 3227 - 397.946300) - . 29,594,388
| 7a619676] 3,787,969 T 2| 230564411 - 11,313,997.
T3] 338000] 53313 R ~ 362,000 89,078
o370 8,280 710 - 38 55,020 489
T 1000 3202276 236443 - LO83 - 10,727,123 747,149
T3\ ssigen| 31741 B 1,151,207 99,136
- Ty R .

64,342 T -
1500349) . 283,325
000214 = 193,795
3,983,181
-28,525

0

rh e 41,805

h18g512|l 15892
T a99,710] 96,131
1300,683]° 65501}
1,190,697
8,153}

oclolololel]lo

Dlolo|jelololololo]elviw:

Rev_RateSch_CM_YTD_RMc
01-APR-08 01.18.41 PM
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