BEFORE THE WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION

DOCKET NO. UE-12

EXHIBIT NO. (RLM-2)

RONALD L. MCKENZIE

REPRESENTING AVISTA CORPORATION




Exhibit No.__ (RLM-2)

Avista Corp. AW _

1411 East Mission P.O. Box 3727 ~IVISTA

Spokane. Washington 99220-3727 Cor
Telephone 509-489-0500 P-
Toll Free 800-727-9170

January 13, 2012

Mr. David Danner, Executive Director and Secretary
Washington Utilities and Transportation Commission
P.O. Box 47250

Olympia, WA 98504-7250

Re:  Docket No. UE-011595, Monthly Power Cost Deferral Report, December 2011
Dear Mr. Danner:

Enclosed are an original and five copies of Avista Corporation’s Power Cost Deferral
Report for the month of December 2011. The report includes the monthly energy
recovery mechanism (ERM) accounting journal together with backup workpapers. In
December actual net power costs were lower than authorized costs by $2,604,847.
The year-to-date difference is $19,208,401 in the rebate direction. A deferral of
$2,344,362 was recorded in the rebate direction. The year-to-date deferral balance,
excluding interest, is $12,787,561 in the rebate direction.

Actual power supply expense was lower than the authorized level due primarily to
low power and natural gas prices. Wholesale power and natural gas prices were
both lower than expected with the actual wholesale power purchase price at
$37.27/MWh compared to an authorized rate of $54.80/MWh, and the actual
natural gas price at $3.27/dth compared to an authorized price of $5.71/dth.

Hydro generation was 37 aMW below the authorized level.

Colstrip and Kettle Falls generation was 9 aMW above and 1 aMW above the
authorized levels, respectively. Gas-fired generation was 29 aMW above the
authorized level. The net transmission expense (transmission expense less
transmission revenue) was below the authorized level. Washington retail sales
were 8 aMW above the authorized level.

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. Page 12 of the July 2011 report shows the calculation of
the weighted cost of debt at June 30, 2011, which was used for the July-December
2011 period.
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Attachments A, B, C, and D each consist of a non-confidential, forward long-term
contract of one year or longer entered into in the month of December 2011. If you

have any questions, please contact Bill Johnson at (509) 495-4046 or Ron McKenzie
at (509) 495-4320.

Sincerely,
Aty ovurerd
Kelly Norwood
Vice President State and Federal Regulation
RM
Enclosure

C: Mary Kimball, S. Bradley Van Cleve
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AVISTA CORPORATION
STATE OF WASHINGTON

DOCKET NO. UE-011595
POWER COST DEFERRAL REPORT

MONTH OF DECEMBER 2011
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Deferral Report
Month of Dec '11
Page 2 of 11

ERM Deferral Balance (Current Year - 2011)
Account 186280.ED.WA

Balance 11/30/11
Deferral
Interest
Balance 12/31/11

Year to date deferrals
Year to date interest
Balance in account

First $4,000,000 at 100%
$4,000,000 to $10,000,000 at 75%
Over $10,000,000 at 10%

Total

Total
-$4,000,000.00
-6,000,000.00
-9,208,401.00

Amount
-$10,567,816.00
-2,344,362.00
-35,450.00

-$12,947,628.00

-$12,787,561.00
-160,067.00

-$12,947,628.00

Absorbed
-$4,000,000.00
-1,500,000.00
-920,840.00

Journal ID

Deferred

481 - WA ERM
481 - WA ERM

$0.00
-4,500,000.00
-8,287,561.00

-$19,208,401.00

-$6,420,840.00

-$12,787,561.00
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Deferral Report
Month of Dec '11
Page 3of 11

ERM Deferral Balance (Prior year - 2010)

Account 186290.ED.WA Amount Journal ID
Balance 11/30/11 . $0.00
Interest 0.00 481-WAERM

Balance 12/31/11 $0.00
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Deferral Report
Month of Dec '11
Page 4 of 11

Recoverable Deferral Balance

Account 182350.ED.WA Amount Journal 1D
Balance 11/30/11 $0.00

interest 0.00 481 -WAERM
Balance 12/31/11 $0.00
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Deferral Report
Month of Dec '11
Page 5of 11

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

-$12,947,628.00
0.00
0.00

-$12,947,628.00
-35%

$4,531,670
1

$4,531,671
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Deferral Report
Month of Dec '11

Changes Semiannually on January 1 and July 1 ] Page 60f 11
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. ]
.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 12/31/10 is 5.614% Actual cost of debt at 06/30/11 is 5.617%
The monthly rate is: 0.00468|Before Tax The monthly rate is: 0.00468|Before Tax
0.0030409 |After Tax 0.0030425|After Tax
0.35|Tax rate 0.35|Tax rate
Account 186280 0
January DFIT Expense ADFIT
January ERM Deferral 0 Deferral 0 [Operating 0
January Interest 0 Jinterest 0 {Nonoperating 0
1/31/2011Balance before interest 0 0 [Total 0
February DFIT Expense ADFIT
February ERM Deferral (1,226,791) Deferral (429,377)|Operating 429,377
February Interest (1,865)}Interest (653)|Nonoperating 653
2/28/2011|Balance before interest (1,226,791) (430,030)|Total 430,030
March DFIT Expense ADFIT
March ERM Deferral (1,472,267) Deferral (515,293)|Operating 515,293
March Interest (5,969)]Interest (2,089)|Nonoperating 2,089
3/31/2011|Balance before interest (2,699,058) (517,382)|Total 517,382
April DFIT Expense ADFIT ...
April ERM Deferral {1,320,401) Deferral (462,140)|Operating 462,140
April Interest (10,215)]Interest (3,575)|Nonoperating 3,575
4/30/2011|Balance before interest (4,019,459) (465,715){Total 465,715
May DFIT Expense ADFIT
May ERM Deferral 1,078,259 Deferral 377,391 |Operating (377,391)
May Interest (10,583) Interest (3,704){Nonoperating 3,704
5/31/2011|Balance before interest (2,941,200) 373,687 |Total (373,687)
June DFIT Expense ADFIT
June ERM Deferral 795,940 Deferral 278,579 |Operating (278,579)
June Interest (7,734)]interest (2.707)|Nonoperating 2,707
6/30/2011|Balance before interest (2,145,260) 275,872 iTotal (275,872)
GL Balance including interest (2,181,626) July DFIT Expense ADFIT
July ERM Deferral (343,152) Deferral (120,103)|Operating 120,103
July Interest (7,160)]Interest (2,506)|Nonoperating 2,506
7/31/2011|Balance before interest (2,524,778) (122,609)| Total 122,609
August DFIT Expense ADEIT . .
August ERM Deferral (3,089,093) Deferral (1,081,183)|Operating 1,081,183
August Interest (12,381)]Interest (4,333){Nonoperating 4,333
8/31/2011{Balance before interest (5,613,871) (1,085,516)| Total 1,085,516
September |DFIT Expense ADFIT
September ERM Deferral (524,126) Deferral (183,444)|Operating 183,444
September Interest (17,878)]interest (6,257)|Nonoperating 6,257
9/30/2011 |Balance before interest (6,137,997) (189,701)|Total 189,701
October DFIT Expense ADFIT .
October ERM Deferral (2,260,565) Deferral (791,198)|Operating 791,198
October Interest (22,114)|Interest (7,740)|Nonoperating 7,740
10/31/2011 |Balance before interest (8,398,562) (798,938)|Total 798,938
November DFIT Expense ADFIT =
November ERM Deferral (2,081,003) Deferral (728,351)|Operating 728,351
November Interest (28,718)Interest (10,051){Nonoperating 10,051
11/30/2011}Balance before interest (10,479,565) (738,402)|Total 738,402
December DFIT Expense ADFIT -2
December ERM Deferral (2,344,362) Deferral (820,527)|Operating 820,527
December Interest (35,450)}Interest (12,408)|Nonoperating 12,408
12/31/2011|Balance before interest (12,823,927) (832,935)| Total 832,835

2011 DJ481 WA ERM.xlsx

186280 WA ERM DEF
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