EXHIBIT 1
LOST MARGIN / DEFERRED REVENUE CALCULATION

JULY 2008 — JUNE 2009
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EXHIBIT 2
CALCULATION OF PROPOSED DECOUPLING SURCHARGE RATE

EFFECTIVE NOVEMBER 1, 2009



Avista Utilities
Calculation of Decoupling Surcharge/Amortization Rate
Effective Nov. 1, 2009 - Oct. 1, 2010

Unamortized Forecast

Balance(1) Interest(2) Sch. 101 Use
$ 0.00533 3.25%(3)

Nov '09 $683,564 15,375,000
$1,740

Dec '09 $601,615 21,716,000
$1,473

Jan "0 $485,869 23,298,000
$1,148

Feb 10 $361,691 17,824,000
$851

Mar '10 $266,689 15,150,000
$613

Apr '10 $185,939 9,697,000
$434

May 10 $134,254 5,342,000
$325

Jun'10 $105,781 3,476,000
$261

Jul 10 $87,254 2,524,000
$218

Aug 10 $73,801 3,446,000
$175

Sep "10 $55,434 2,521,000
$132

Oct 10 $41,997 7,799,000
857

Nov '10 $429
Total $7.427 128,168,000

Incremental Rate to
Recover Est. Interest $0.00006

Est. Rate to Recover
Deferral Balance $0.00533

Rate before Gross-up for
Revenue-related items $0.00539

Times: Gross-up for
Revenue-related items(4) 1.04495

[Proposed decoupling rate 0.00563 |

(1)Deferral balance at beginning of the month / Rate of $0.00533 is rate
to recover deferral balance of $683,564 over 12 months

(2)Interest computed on average balance between beginning and

end of month

(3)FERC rate @ July '09 - changes quarterly

(4)From page 2 of Exh. 2



Line
No.

10

AVISTA UTILITIES
Revenue Conversion Factor
Washington - Gas System
TWELVE MONTHS ENDED September 30, 2008
from Docket No. UG-090135

Description

Revenues

Expense:
Uncollectibles

Commission Fees
Washington Excise Tax
Franchise Fees (City of Millwood Expired in 2004)
Total Expense
Net Operating Income Before FIT
Federal Income Tax @ 35%
REVENUE CONVERSION FACTOR

Calculation of Revenue Adjustment Factor
1+(1-0.043019)

Factor

1.000000

0.002599

0.002000

0.038420

0.000000

0.043019

0.956981

0.334943

0.622038

1.044953



EXHIBIT 3

AVISTA COMMISSION BASIS REPORT FOR WASHINGTON GAS
OPERATIONS

YEAR ENDED DECEMBER 31, 2008



Avista Corp. PONAER TR L
1411 EastMission POBox3727 ' S A

: SR iR Nl E_
Spokane, Washington 99220-3727 .. . - . o0 . == ®
Telephone 5094890500 ~  ~ . oo ’“'W'STA
Tolfree 87279810 o Corp.
April 29, 2009

Mr. David W. Danner, Executive Director and Secretary
Washington Utilities and Transportation Commission
1300 S. Evergreen Park Drive, S.W.

Olympia, WA 98504-7250

RE: 2008 Gas Commission Basis Report Pursuant to WAC 480-090-257

Dear Mr. Danner:

Enclosed are two copies of the 2008 Gas Commission Basis Report for Avista Utilities. The
report is being filed pursuant to WAC 480-090-257. The report is based on the period of twelve
months ended December 31, 2008. This report is being supplied for informational purposes only.
If you have any questions, please contact me at (509) 495-8601.

Sincerely,

% /1. frdrorso

Liz M. Andrews
Manager, Revenue Requirements

Enclosure



AVISTA UTILITIES

Restatement Summary
‘Washington Gas
Twelve Months Ended December 31. 2008

Column Description

m o= 0o o o

m"',_Q"OO{jE.—PL"'l_...—.D‘

Per Results Report

Deferred FIT Rate Base

Deferred Gain on Office Building
Gas Inventory

Weatherization and DSM Investment
Customer Advances

Actual

Weather Normalization & Gas Cost Adjust
Eliminate B & O Taxes
Property Tax
Uncollectible Expense
Regulatory Expense Adjustment
Injuries and Damages
FIT
Net Gains & Losses
Eliminate A/R Expenses
Office Space Charges to Subs
Restate Excise Taxes
Restate Debt Interest

Restated Total

Washington Gas
NOI Rate Base ROR

$12,726 $182,999

0 (28,945)

0 99)

0 15,327

0 448

0 (49)
12,726 169,681  7.50%

(1,126) 0

4) 0

93 0

89 0

(7) 0

214 0

(10) 0

8 0

60 0

1 0

9 0

(128) 0
$11,925 $169,681  7.03%




EM File: CBGASsumm2008CB xls

AVISTA UTILITIES
GAS RESULTS OF OPERATION
WASHINGTON RESTATED RESULTS

TWELVE MONTHS ENDED DECEMBER 31, 2008

A

Page 1 of 4 4/29/2009

(000'S OF DOLLARS)
Per Deferred Deferred Gain Weatherization
Line Results FIT on Office Gas and DSM Customer
No. DESCRIFTION Report Rate Base Building Inventory Investment Advances
a b c d e f £
REVENUES
1 Total General Business $221,067
2 Total Transportation 3,443
3 Other Revenues 153,083
4 Total Gas Revenues 377,603 0 0 0 0 0
EXPENSES
5 Exploration and Development 0
Production
6 City Gate Purchases 317,896
7 Purchased Gas Expense (8,103)
8 Net Nat Gas Storage Trans 2
9 Tetal Production 308,795 0 0 0 1] 0
Underground Storage
10 Operating Expenses 436
11 Depreciation 276
12 Taxes 126
13 Total Underground Storage 838 0 0 0 0 0
Distribution
14 Operating Expenses 6,123
15 Depreciation 5,686
16 Taxes 17,092
17 Total Distribution 28,901 0 0 0 ] 0
18 Customer Accounting 4,949 0 0
19 Customer Service & Information 5,169
20  Sales Expenses 442
Administrative & General
21 Operating Expenses 10,045
22 Depreciation 1,561
23 Taxes 19
24 Total Admin. & General 11,625 0 0 0 0 0
25  Total Gas Expense 360,719 0 0 0 0 0
26 OPERATING INCOME BEFORE FIT 16,884 0 0 0 0 0
FEDERAL INCOME TAX
27 Cuomrent Accrual 1,125
28 Deferred FIT 3,064
29 Amort ITC (31)
30 NET OFERATING INCOME $12,726 30 30 50 30 30
RATE BASE: PLANT IN SERVICE
31 Underground Storage 15,260
32 Distribution Plant 240,778 448 (49)
33 General Plant 24,256
34 Total Plant in Service 280,294 0 0 0 448 (49)
ACCUMULATED DEPRECIATION
35 Underground Storage 7,581
36 Distribution Plant 81,405
37 General Plant 8,309
38 Total Accum. Depreciation 97,295 0 0 0 0 0
39 DEFERRED FIT 0 (28,945) 53
40  GAS INVENTORY 0 15,327
41  GAIN ON SALE OF BUILDING 0 (152)
42  TOTALRATE BASE $182,998 ($28,945) (399) §15,327 5448 *(349)
43 RATE OF RETURN



KM File: CBGASsumm2008CB.xls

AVISTA UTILITIES
GAS RESULTS OF OPERATION
WASHINGTON RESTATED RESULTS

TWELVE MONTHS ENDED DECEMBER 31, 2008

Page 2 of 4 4/28/2009

(000'S OF DOLLARS)
Weather Eliminate Regulatory
Line Subtotal Normalization & B&O Property Uncollectible Expense
No. DESCRIPTION Actual Gas Cost Adjust Taxes Tax Expense Adjustment
a - h i j k 1
REVENUES
1 Total General Business $221,067 5(9,775) $(7,565)
2 Total Transportation 3,443 (74)
3 Other Revenues 153,093
4 Total Gas Revemues 377,603 (9,775) (7,639) 0 0 0
EXPENSES
5 Exploration and Development 0
Production
6 City Gate Purchases 317,396 (7,620
7 Purchased Gas Expense (9,103)
8 Net Nat Gas Storage Trans 2
9 Total Production 308,795 (7.620) 0 0 0 0
Underground Storage
10 Operating Expenses 436
11 Depreciation 276
12 Taxes 126 (13)
13 Total Underground Storage 838 0 1] (13) 0 0
Distribution
14 Operating Expenses 6,123
15 Depreciation 5,686
16 Taxes 17,092 (375) (7,634) (128)
17 Total Distribution 28,901 (375) (7,634) (128) 0 0
18 Customer Accounting 4,949 (28) 0 0 {137) 0
19 Customer Service & Information 5,169
20  Sales Expenses 442
Administrative & General
21 Operating Expenses 10,045 (20) 1 11
22 Depreciation 1,561
23 Taxes 19 (2)
24 Total Admin. & General 11,625 (20) 1 (2) 0 11
25  Total Gas Expense 360,719 (8,043) (7,633) (143) (137) 11
26 OPERATING INCOME BEFORE FIT 16,884 (1,732) (8) 143 137 (11)
FEDERAL INCOME TAX
27 Current Accrual 1,125 (606) {2) 50 48 (4)
28 Deferred FIT 3,064
29 Amort ITC (31)
30 NET OPERATING INCOME $12,726 ($1,126) (34) $93 §89 ($7)
EATE BASE: PLANT IN SERVICE
31 Underground Storage 15,260
32 Distribution Plant 241,177
33 General Plant 24,256
34 Total Plant in Service 280,693 0 0 0 0 0
ACCUMULATED DEFRECIATION
35 Underground Storage 7,581
36 Distribution Plant 81,405
37 General Plant 8,309
38 Total Accum. Depreciation 97,295 0 0 0 0 0
39 DEFERRED FIT (28,892)
40 GASINVENTORY 15,327
41 GAIN ON SALE OF BUILDING (152)
42 TOTALRATE BASE $169,681 30 30 50 30 30
43 RATE OF RETURN 7.50%



KM File: CBGASsumm2008CB.xls

AVISTA UTILITIES
GAS RESULTS OF OPERATION
WASHINGTON RESTATED RESULTS

TWELVE MONTHS ENDED DECEMBER 31, 2008

(000'S OF DOLLARS)

Page 3 of 4 4/29/2009

Injuries Net Eliminate Office Space Restate
Line and Gains & AR Charges to Excise
No. DESCRIPTION Damages FIT Losses Expenses Subs Taxes
a m n o P q T
REVENUES
1 Total General Business
2 Total Transportation
3 Other Revenues
4 Total Gas Revenues 0 0 0 0 0
EXFPENSES
5 Exploration and Development
Production
3 City Gate Purchases
7 Purchased Gas Expense
8 Net Nat Gas Storage Trans
9 Total Production 0 ] 0 0 0
Underground Storage
10 Operating Expenses
11 Depreciation
12 Taxes
13 Total Underground Storage 0 0 0 0 0
Distribution
14 Operating Expenses
15 Depreciation (13)
16 Taxes (14)
17 Total Distribution 0 {13) 0 0 (14)
18 Customer Accounting 0 (92) 0 0
19  Customer Service & Information
20 Sales Expenses
Administrative & General
21 Operating Expenses (329) (2)
22 Depreciation
23 Taxes
24 Total Admin. & General (329) 0 0 0 (2) 0
25  Total Gas Expense (329) 0 (13) (92) (2) (14)
26 OPERATING INCOME BEEFORE FIT 329 0 13 92 2 14
FEDERAL INCOME TAX
27 Current Accrual 115 (246) 5 32 1 5
28 Deferred FIT 256
29 Amort ITC
30 NET OPERATING INCOME §214 (310) 58 360 51 39
RATE BASE: PLANT IN SERVICE
31 Underground Storage
32 Distribution Plant
33 General Plant
34 Total Plant in Service 0 0 0 0 0
ACCUMULATED DEFRECIATION
35 Underground Storage
36 Distributicn Flant
37 General Plant
38 Total Accum. Depreciation 0 0 0 0 0
39 DEFERRED FIT
40  GAS INVENTORY
41 GAIN ON SALE OF BUILDING
42 TOTALRATE BASE 30 30 $0 30 30
43 RATE OF RETURN

s



KM File: CBGASsumm2008CB.xls

AVISTA UTILITIES
GAS RESULTS OF OPERATION
WASHINGTON RESTATED RESULTS

TWELVE MONTHS ENDED DECEMBER 31, 2008

(000'S OF DOLLARS)

Restate
Line Debt Restated
No. DESCRIFTION Interest Total
a 8
REVENUES
1 Total General Business 5203727
2 Total Transpartation 3,369
3 Other Revenues 153,093
4 Total Gas Revenues 0 360,189
EXPENSES
5 Exploration and Development 0
Production
6 City Gate Purchases 310,276
¥ Purchased Gas Expense (9,103)
8 Net Nat Gas Storage Trans 2
g Total Production 1] 301,175
Underground Storage
10 Operating Expenses 436
11 Depreciation 276
12 Taxes 113
13 Total Underground Storage ] 825
Distribution
14 Operating Expenses 6,123
15 Depreciation 5,673
16 Taxes 8,941
17 Total Distribution 0 20,737
18 Coustomer Accounting 4,692
19 Customer Service & Information 5,169
20  Sales Expenses 442
Administrative & General
21 Operating Expenses 9,706
22 Depreciation 1,561
23 Taxes 17
24 Total Admin. & General 0 11,284
25  Total Gas Expense 0 344,324
26 OPERATING INCOME BEFORE FIT 0 15,865
FEDERAL INCOME TAX
27 Current Accrual 128 651
28 Deferred FIT 3,320
29 Ameort ITC (31)
30 NET OPERATING INCOME (5128) $11,925
RATE BASE: PLANT IN SERVICE
31 Underground Storage 15,260
32 Distribution Plant 241,177
33 General Plant 24,256
34 Total Plant in Service 0 280,693
ACCUMULATED DEFRECIATION
35 Underground Storage 7,581
36 Distribution Plant 81,405
37 General Plant 8,309
38 Total Accum, Depreciation 0 97,295
39 DEFERRED FIT (28,892)
40 GASINVENTORY 15,327
41 GAIN ON SALE OF BULDING (152)
42 TOTAL RATE BEASE 30 $160,681
43 RATE OF RETURN 7.03%

Page 4 of 4 4/29/2009

Ay



EXHIBIT 4

SUMMARY OF INDEPENDENT VERIFICATION REPORT FOR AVISTA’S
NATURAL GAS DSM SAVINGS

YEAR ENDED DECEMBER 31, 2008



Summary of the Independent Verification of Avista's 2008 Completed Natural Gas-Efficiency Claims

Therms contained Therms in Therms
within verification  related overall independently % of claimed Adjusted therm
Project sample population verified therms verified claim
Residential projects 11,442 700,502 12,463 108.9% 763,010
High Efficiency Furnaces 615 615
Insulation 6,281 7,213
Windows 4,238 4,327
Other Res Sampled 308 308
Limited Income 7,435 109,753 6,068 81.6% 89,574
Air Infiltration 1,391 840
Insulation 2,732 2,079
Windows/Doors 1,843 1,717
Furnaces/Water Heaters 1,469 1,432
Large Non-Res site-specific 149,617 149,617 135,641 90.7% 135,641
Intermountain Community Bancorp 25771 25,771 24,033 93.3% 24,033
Kellogg School District 391 23,894 23,894 8,550 35.8% 8,550
Avista Corp 18,679 18,679 18,682 100.0% 18,682
City of Post Falls 18,315 18,315 12,659 69.1% 12,659
Kellogg School District 391 14,303 14,303 26,003 181.8% 26,003
Avista Corp 19,647 19,647 17,238 87.7% 17,238
Mead School District 354 14,703 14,703 14,171 96.4% 14,171
Mountain Gear 14,305 14,305 14,305 100.0% 14,305
Other non-res site-specific 180,837 902,724 164,101 90.7% 819,180
Nonres prescriptive programs 12,235 25,057 6,784 55.4% 13,893
361,566 1,887,653 325,057 1,821,298

1,887,653 Original Avista estimate of savings
1,821,298 Revised claim per independent verification and Avista's modification of claim
(66,356) Adjustment in claimed therm savings
-4.7% Percentage adjustment in claimed therm savings

1,821,298 Revised claim per independent verification and Avista's modification of claim
1,425,070 |IRP goal for 2008
127.8% Revised claim as a percentage of Avista's 2008 IRP goal of 1,425,070 therms




Results of the Independent Verification of
Avista 2008 Claimed DSM Natural Gas Savings

The Company, in consultation with key external parties, retained the services of Research
Into Action and their subcontractor Nexant, Inc. to perform an independent verification of
2008 completed natural gas-efficiency projects. During the independent verification of
2006, the consultants established a basis for a project plan to be executed over the three-
year pilot period of the Company’s decoupling mechanism. Based on this project plan,
the scope of the year three independent verification was to verify Avista’s 2008 results.

The independent verification consisted of a review of the engineering calculations
associated with key residential and non-residential prescriptive programs, as well as a
review of customized all-inclusive programs available through the Company’s limited
income and site-specific portfolio. Further review of project documentation and
verification was applied to all programs.

A total of 222 individual projects were reviewed. Eight of the largest projects in the 2008
completed project portfolio were reviewed in detail and the remaining 214 were random
samples from various portfolios.

The review of residential measures was based upon a random sample of 111 individual
projects from that portfolio. A total of 45 projects reviewed received an increase in the
therms verified, 60 were reviewed and verified without revision and 6 were verified with
a reduced therm impact. Overall, 108.9% of Avista’s claimed residential therm savings
were verified through this process. The results of this sample were extrapolated to the
total population and as a result, Avista’s residential first-year therm savings increased by
02,508, from 700,502 claimed first-year therm savings to 763,010.

Avista’s limited income program provides considerable implementation flexibility to the
community action agency programs. As a result, these projects do not necessarily fit
within any prescriptive guidelines on a project-by-project basis. A random sample of 68
projects resulted in a verification of 81.6% of the originally claimed savings. As a result
of these findings, Avista has reduced the claimed savings from 109,753 to 89,574 first-
year therms.

The non-residential verification was subdivided into: () a detailed audit of the eight
largest site-specific projects, (b) a random sample of the prescriptive projects within the
portfolio, and (c) a review of the remaining projects within the site-specific portfolio.

For the eight largest site-specific projects, the verified energy savings were 135,641
therms compared to Avista’s claimed savings of 149,617, or a decrease in claimed
savings of 13,976 therms (9.3%). The random review of non-residential prescriptive
programs included three food service projects, two demand control ventilation projects
and one steam-trap replacement project. As a result of this portion of the review,
Avista’s claimed therm savings were reduced by 11,164 therms.



The final non-residential stratum included all other site-specific projects such as HVAC,
shell, rooftop HVAC (program implemented within the Avista service territory by
Portland Energy Conservation, Inc. (PECI)) and appliances. Of the 29 projects in this
stratum, 14 projects were HVAC, 2 were appliances, 6 were rooftop HVAC, and the 7
remaining projects were shell. The majority of the randomly selected projects were
HVAC. The verified therms saved were 164,101, a decrease 16,736 therms from the
claimed savings of 180,837 therms. As a result, the entire savings claimed on all other
site-specific projects were reduced by this same percentage decrease (9.3%) based on the
verification results of these randomly selected projects. This resulted in a decrease to
claimed savings of 83,545 therms for these projects.

The aggregate impact of the findings of the independent verification as applied to the
overall population of Avista programs was a decrease of 66,356 therms, or 3.5%, from
the original claim of 1,887,653 therms. The verified therm savings of 1,821,298 is
127.8% of the Company’s 1,425,070 therm goal established in the 2007 Integrated
Resource Plan.

A numerical summary of the results of the verification report is attached, with customer
names removed for the large site-specific projects.



