Avista Corp.

1411 EastMission PO Box 3727 premrn o

Spokane, Washington 99220-3727 T . o A== o o
Telephone 509-489-0500 ' P o 7, 's TAC
Toll Free  800-727-9170 annn e orp.

August 12, 2008

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

Olympia, WA 98504-7250

Re:  Docket No. UE-011595, Monthly Power Cost Deferral Report, July 2008
Dear Mr. Danner:

Enclosed are an original and five copies of Avista Corporation’s Power Cost Deferral
Report for the month of July 2008. The report includes the monthly energy recovery
mechanism (ERM) accounting journal together with backup workpapers. In July
actual net power costs were lower than authorized costs by $4,042,650. The year to
date difference is $10,285,794 in the surcharge direction, with $3,257,215 being
deferred and $7,028,579 being absorbed by the Company.

Actual power supply expense was lower than the authorized level due primarily
increased hydro generation and favorable power and natural gas transactions. Hydro
generation was 104 aMW above the authorized level. The average market purchase
price was $64.99/MWh and the average market sales price was $57.81/MWh.

Coyote Springs 2 generated 6 aMW below the authorized level due to economics. The
average Coyote Springs 2 gas price was $9.35/dth. Colstrip generated 19 aMW below
the authorized level. Kettle Falls generation was 42 aMW below the authorized level
due to fuel supply issues. Net transmission expense (transmission expense less
transmission revenue) was below the authorized level. Washington retail sales were 34
aMW below the authorized level.

In July 2008 the deferral balance decreased by $5,659,877. The July deferral was a
decrease of $3,638,385, interest amounted to $172,246, and amortization amounted to
-$2,193,738. The actual deferral balance at the end of July is $44.8 million. The
deferral balance would reach zero in the January 2010 timeframe based on the
following assumptions:

1.  Projected deferrals of $664,000 for the remainder of 2008. (Note: Actual
hydro generation will depend on precipitation, temperatures and other
variables during the remainder of the year.)

2. Projected deferrals of $1.9 million in 2009.

3.  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. Page 23 of the workpapers shows the calculation of the
weighted cost of debt at June 30, 2008, which is to be used for the July-December
2008 period.

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

Sincerely,

itly, 1) oo

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 Amount Journal ID

N e e e et

Balance 6/30/08 $6,962,511.00
Deferral -$3,638,385.00 481 - WA ERM

Interest 18,619.00 481 - WA ERM
Balance 7/31/08 $3,342,745.00

Year to date deferrals $3,257,215.00
Year to date interest 85,530.00
Balance in account $3,342,745.00
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ERM Deferral Balance (Prior year - 2007)
Account 186290.ED.WA

Balance 6/30/08
Transfer balance to Account 182380.ED. WA

Balance 7/31/08

Deferrals

interest

Balance before transfer

Amount
$16,986, 971 .00
-16,986,971.00

$0.00

$16,343,766.00
643,205.00

$16,986,971.00

Journal ID

481 - WA ERM
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Recov‘erab'IeA Deferral Balahce
Account 182350. ED.WA Amount Journal 1D

Balance 6/30/08 $26,548,417.65
Transfer from Account 186290.ED.WA $16,986,971.00 481 - WA ERM
Amortization -2,193,738.00 481 - WA ERM

Interest 153,627.00 481 -WAERM
Balance 7/31/08 $41,495,277.65
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ERM $4M Deadband
‘Account 186010.ED.WA
Balance 6/30/08

Current month entry
Balance 7/31/08

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
285,794.00

Amount
$4,000,000.00
0.00

$4,000,000.00

Absorbed
$4,000,000.00
3,000,000.00
28,579.00

Journal ID

481 - WA ERM

Deferred
$0.00
3,000,000.00
257,215.00

$10,285,794.00

$7,028,579.00

$3,257,215.00
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ERM $4M Deadband Contra Account

Account 186020.ED.WA Amount Journal ID
Balance 6/30/08 -$4,000,000.00

Current month entry 0.00 481-WAERM
Balance 7/31/08 -$4,000,000.00
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ERM 50%-50% Sharing Band
Account 186030.ED.WA
Balance 6/30/08

Current month entry

Balance 7/31/08

Amount Journal ID

$3,000,000.00
0.00 481-WAERM

$3,000,000.00 -

Total Absorbed Deferred
First $4,000,000 at 100% $4,000,000.00 $4,000,000.00 $0.00
$4,000,000 to $1 0,000,000 at 50% 6,000,000.00 3,000,000.00 3,000,000.00

Over $10,000,000 at 10% - 285,794.00 28,579.00 257,215.00
Total $10,285,794.00 $7.028,579.00  $3,257.21 5.00
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ERM 50%-50% Sharing Contra Account
Account 186035.ED.WA Amount Journal ID

Balance 6/30/08 -$3,000,000.00
Current month entry 0.00 481 -WAERM

Balance 7/31/08 -$3,000,000.00 -
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ERM 90%-10% Sharing Band
Account 186040.ED.WA
Balance 6/30/08

-Current month entry
. Balance 7/31/08

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
285,794.00

Amount
$432,844.00
-404,265.00

$28,579.00

Absorbed
$4,000,000.00
3,000,000.00
28,579.00

Journal 1D

481 - WA ERM

Deferred
$0.00
3,000,000.00
257,215.00

$10,285,794.00

$7,028,579.00

$3,257,215.00
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ERM 90%-10% Sharing Contra Account
Account 186045.ED.WA Amount Journal ID

Balance 6/30/08 -$432,844.00
Current month entry ’ 404,265.00 481 -WAERM

‘Balance 7/31/08 -$28,579.00
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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

$3,342,745.00
0.00

| 41,495,277.65
$44,838,022.65
-35%
—-$15,693,308
1

-$15,693,307




Deferral Report

Changes Semiannually on January 1 and July 1 Beginning 7/1/02 Month of Jul '08
The rate is based on Avista's actual cost of debt, updated semiannually. Page 12 of 23
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. | |
1terest is calculated using the prior month ending balance plus 172 month of current month charges times the current after tax interest rate
Actual-costof debtat12/31/07-is-7-840%— Actual cost of debt at 6/30/08 is 6.683%
The-monthly-rate-is: 0.00653|BeforeFax The monthly rate is: 0.00556917 Before Tax
0:0042467 |Atter Tax 0.0036200 After Tax
0.35|Taxrate 0.35 Tax rate
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 Inierest 0 finterest 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 [Operaiing 0
March Interest 0 Jinterest 0 |Nonoperating 0
03-31-2008|Balance before interest 0 0 |Total 0
April DFIT Expense ADFIT
April ERM Deferral 5,031,019 Deferral 1,760,857 |Operating (1,760,857)
April . Interest 10,683 Jinterest 3,739 |Nonoperating (3,739)
04-30-2008 |Balance before interest 5,031,019 | . 1,764,596 |Total (1,764,596)
May DFIT Expense ADFIT
May ERM Deferral 2,246,069 Deferral 786,124 |Operating (786,124)
May Interest 26,134 linterest 9,147 |Nonoperating (9,147)
05-31-2008 | Balance before interest 7,277,088 795,271 |Total (795,271)
June DFIT Expense ADFIT
June ERM Deferral (381,488) Deferral (133,521)|Operating 133,521
June Interest 30,094 |interest 10,533 jNonoperating (10,533)
06-30-2008|Balance before interest 6,895,600 (122,988)|Total 122,988
06-30-2008|GL Balance including interest 6,962,511 July DFIT Expense ADFIT
July ERM Deferral (3,638,385) Deferral (1,273,435)|Operating 1,273,435
July Interest 18,619 |finterest 6,517 |Nonoperating (6,517)
07-31-2008 |Balance before interest 3,324,126 (1,266,918)|Total 1,266,918
GL Balance Activity GL Balance
Net ERM Balance 3,342,745 06-30-08 Jul-08 07-31-08
6,962,511 (3,619,766)| 3,342,745
ADFIT Balance (1,169,961)

2008 WA deferred power costs Order 03.xls 186280 WA ERM CUR YR 08-07-2008 12:03 PM



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.

Deferral Report
Month of Jul '08
Page 13 of 23

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-annualiy. I

“aterest is calculated using the prior month ending balance plus 1/2 month of current month charges times the current after tax interest rate

" ctual-costof debtat12/31/07is-7840%— Actual cost of debt at 6/30/08 is 6.683%
The monthlyrate-is: 000653 |Before Fax The monthly rate is: 0.00556917 Before Tax
00042487 |After Tax 0.0036200 After Tax
0:35|Tax+ate 0.35 Tax rate
Account 186290 2008 Interest
12-31-2007 |GL Balance inciuding 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)
February DFIT Expense ADFIT
February Interest 70,346 Jinterest 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 [interest 24,621 |Nonoperating (24,621)
03-31-2008 |Balance before interest 16,564,895 24,621 |Total (24,621)
April DFIT Expense ADFIT
Deferral 0 {Operating 0
April Interest 70,346 [interest 24,621 |Nonoperating (24,621)
04-30-2008 |Balance before interest 16,564,895 24,621 |Total (24,621)
May DFIT Expense ADFIT
Deferral 0 |Operating 0
May Interest 70,346 |Interest 24,621 |Nonoperating (24,621)
05-31-2008 |Balance before interest 16,564,895 24,621 |Total (24,621)
June DFIT Expense ADFIT
Deferral 0 |Operating 0
June Interest 70,346 |interest 24,621 |Nonoperating (24,621)
06-30-2008 |Balance before interest 16,564,895 24,621 |Total (24,621)
06-30-2008|GL Balance including interest 16,986,971 July DFIT Expense ADFIT
06-30-2008|ERM Transfer to 182350 (16,986,971) Deferral 0 |Operating 0
July Interest 0 ]interest 0 |Nonoperating 0
07-31-2008|Balance before interest 0 0 |Total 0
Net ERM Balance 0 GL Balance Activity GL Balance
06-30-08 Jul-08 07-31-08
ADFIT Balance 0 16,986,971 (16,986,971) 0|~
When WUTC deems 2007 deferred power costs prudent - reclass to 182350.
Prudency granted 7/31/08 per Ron McKenzie. Order pending.

2008 WA deferred power costs Order 03.xls

186290 WA ERM LAST YR

08-07-2008 12:20 PM
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Changes Semiannually on January 1 and July 1 Beginning 7/1/02

Month of Jul '08

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

Page 14 of 23

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-costof dabt-at12/3107is7-840%- Actual cost of debt at 6/30/08 is 6.683% -
TFhe-monthlyrate-is: 0.00653|Before-Fax | The monthly rate is: 0.00556917 Before Tax
00042467 |AHterTax 0.0036200 After Tax
0:35|Taxrale 0.35 Tax rate
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 Jinterest 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 jinterest 50,517 |Nonoperating (50,517)
03-31-2008|Balance before interest 32,660,402 (878,434){Total 878,434
April DFIT Expense ADFIT
April Surcharge Amortization (2,570,506) Amortization (899,677) |Operating 899,677
April Interest 133,241 |interest 46,634 |Nonoperating (46,634)
04-30-2008|Balance before interest 30,089,896 (853,043) | Total 853,043
May DFIT Expense ADFIT
May Surcharge Amortization (2,248,832) Amortization (787,091) |Operating 787,091
May Interest 123,008 |Interest 43,053 |Nonoperating (43,053)
05-31-2008 |Balance before interest 27,841,064 (744,038) | Total 744,038
June DFIT Expense ADFIT
June Surcharge Amortization (2,135,181) Amortization (747,313) |Operating 747,313
June Interest 113,699 |interest 39,795 [Nonoperating (39,795)
06-30-2008|Balance before interest 25,705,883 (707,518)|Total 707,518
06-30-2008 | Transfer from 186290 16,986,971
06-30-2008|GL Balance including interest 26,548,418 July DFIT Expense ADFIT
July Surcharge Amortization (2,193,738) Amortization (767,808) |Operating 767,808
July Interest 153,627 {interest 53,769 |Nonoperating (53,769)
07-31-2008|Balance before interest 41,341,651 (714,039)|Total 714,039
GL Balance Activity GL Balance
06-30-2008 Jul-08 07-31-2008
Net ERM Balance 41,495,278 26,548,418 14,946,860 | 41,495,278
ADFIT Balance (14,523,347)
2008 WA deferred power costs Order 03.xIs 182350 WA ERM DEF BAL 08-07-2008 11:56 AM
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Electric Revenue Report by Revenue Class
Current Month and Year-to-Date

for Accounting Period : 200807 , State Code : WA

Accounting Period 200807 State Code WA

[_ Meters Usage Revenue Amt YTD Avg Meters Ytd Usage Yid Revenue Amt

Rate Scheduie Num~ | | = | ]
001 o | 197,533| 150473742 10,588,362 108,537|  1,466,786,145 106,468,925
o117 .| 19131] 27474605) 2820115 19,170| 219,044,143 22,084,790
012, - ] 7726 2689463 302,183 7,676 27,997,879 3,008,566
021 i 3237| 123,193,603| 9,527,201 3237| 878,883,795 66,841,507
022 75| 2,350,936 176,221 72 22,962,459 1,659,930
0250 22| 75996,871|  3.865436 22| 538,287,382 26,876,449
028 . 1 84,000 23,178 1 467,000 165,763
030, < 39| 5,203,300 307,136 39 13,401,600 792,365
031 1,006 13,887,867 927,347 1,087 44,297,208 3,061,780
032 . - 1,191 1,990,792 137,607 1,177 5,881,308 441,876
q 11 8,720 1,671 11 61,040 11,695

w2 el o) 1115101 305,115 , 262 7,778,337 2,126,336
oaa e 13 21,203 2,244 13 149,277 15,785
045 T 3 88,130 5,492 3 618,569 38,491
046 - " 18 189,217 15,949 18 1,320,247 110,722
047 0 503,872 96,921 0 3,489,577 666,505
048", 0 300,256 64,591 0 2,114,183 453,766
058 .t 0 o]  1,028425 0 0 8,255,547
058A L 0 0 5,600 0 0 54,151
063, 0 0 0 0 0 0
090 - . 0 0 4 0 0 28
095 Lo el 0 0 14,803 0 0 99,687
009 1 o i 0 0 66,998 0 0 404,536
© sm Tl 230364] 40ss7i768| - 30271308] 231324 ©3,233,540,149 T 243,530,900

Rev_RateSch_CM_YTD_RMc
01-AUG-08 12.41.28 PM
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