Avista Corp.
1411 EastMission PO Box 3727

Spokane, Washington 99220-3727 i%“%’f'srA

Telephone 509-489-0500 C

Toll Free  800-727-9170 orp.
January 15, 2009 2

€me
Mr. David Danner, Executive Director and Secretary iz
Washington Utilities and Transportation Commission ™~
P.O. Box 47250 -
Olympia, WA 98504-7250 =
D

Re:  Docket No. UE-011595, Monthly Power Cost Deferral Report, Déceﬁﬁjﬁér 2@8

Dear Mr. Danner:

Enclosed are an original and five copies of Avista Corporation’s Power Cost Deferral
Report for the month of December 2008. The report includes the monthly energy
recovery mechanism (ERM) accounting journal together with backup workpapers. In
December actual net power costs were higher than authorized costs by $2,497,942.
The year to date difference is $14,498,426 in the surcharge direction, with $7,048,583
being deferred and $7,449,843 being absorbed by the Company.

Actual power supply expense was higher than the authorized level due primarily to a
settlement payment related to Colstrip fuel costs and higher loads. Avista incurred an
expense of $1.4 million (Washington allocation) for a settlement related to Federal
royalties and State of Montana production taxes on Colstrip coal transportation costs.

Because of very cold weather Washington retail sales were 51 aMW above the
authorized level.

Hydro generation was 22 aMW above the authorized level. The average market
purchase price was $60.19/MWh and the average market sales price was $50.20/MWh.
Coyote Springs 2 generated 72 aMW above the authorized level due to economics. The
average Coyote Springs 2 gas price was $7.76/dth. Colstrip and Kettle Falls generated
13 aMW above and 1 aMW below the authorized levels, respectively. Net transmission

expense (transmission expense less transmission revenue) was above the authorized
level.

In December 2008 the deferral balances decreased by $454,936. The December
deferral was an increase of $2,248,147, interest amounted to $131,571, and
amortization amounted to -$2,834,654. The actual deferral balances at the end of
December total $37.0 million. The deferral balances would reach zero in the January
2010 timeframe based on the following assumptions:

1.  Projected deferrals of -$3.960 million in 2009. (Note: Actual hydro
generation will depend on precipitation, temperatures and other variables
during the year.)

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 December 2008. If you have any questions, please contact Bill Johnson at
(509) 495-4046 or Ron McKenzie at (509) 495-4320.

Sincerely,

Ditly (o so

Kelly Norwood

Vice President State and Federal Regulation
RM

Enclosure

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

DOCKET NO. UE-011595
POWER COST DEFERRAL REPORT
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Deferral Report
Month of Dec '08
Page 3 of 23

ERM Deferral Balance (Current Year - 2008)

Account 186280.ED.WA Amount Journal ID
Balance 11/30/08 $4,953,987.00

Deferral $2,248,147.00 NSJ041-WA ERM
Interest 21,689.00 NSJ041-WA ERM
Balance 12/31/08 $7,223,823.00

Year to date deferrals $7,048,583.00

Year to date interest 175,240.00

Balance in account $7,223,823.00




Deferral Report
Month of Dec '08
Page 4 of 23

ERM Deferral Balance (Prior year - 2007)

Account 186290.ED.WA Amount Journal 1D
Balance 11/30/08 $0.00
No current month activity 0.00 481 -WAERM

Balance 12/31/08 $0.00




Deferral Report
Month of Dec ‘08
Page S of 23

Recoverable Deferral Balance

Account 182350.ED.WA Amount Journal ID
Balance 11/30/08 $32,452,955.65

Amortization -2,834,654.00 481 -WAERM
Interest 109,882.00 481 -WAERM

Balance 12/31/08 $20,728.183.65




Detail Balances

/4 CORP) - 001.186010.ED.WADL

Deferral Report
Month of Dec ‘08
Page 6 of 23

ERM $4M Deadband
Account 186010.ED.WA
Balance 11/30/08
Current month entry
Balance 12/31/08

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
$4,000,000.00
0.00 481 -WAERM
$4,000,000.00
Total Absorbed Deferred
$4,000,000.00 $4,000,000.00 $0.00
6,000,000.00 3,000,000.00 3,000,000.00
4,498,426.00 449,843.00 4,048,583.00
$14,498,426.00 $7,449,843.00 $7,048,583.00




Deferral Report
Month of Dec '08
Page 7 of 23

ERM $4M Deadband Contra Account
Account 186020.ED.WA Amount Journal 1D

Balance 11/30/08 -$4,000,000.00
Current month entry 0.00 481-WAERM

Balance 12/31/08 -$4,000,000.00




Detail Balan (A4 CORP) - 001.186030

Deferral Report
Month of Dec '08
Page 8 of 23

ERM 50%-50% Sharing Band
Account 186030.ED.WA
Balance 11/30/08

Current month entry

Balance 12/31/08

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
$3,000,000.00
0.00 481-WAERM
$3,000,000.00
Total Absorbed Deferred
$4,000,000.00 $4,000,000.00 $0.00
6,000,000.00 3,000,000.00 3,000,000.00
4,498,426.00 449,843.00 4,048,583.00
$14,498,426.00 $7,449,843.00 $7,048,583.00




Deferral Report
Month of Dec '08
Page 9 of 23

YTD Converted|

a:

ERM 50%-50% Sharing Contra Account

Account 186035.ED.WA Amount Journal 1D
Balance 11/30/08 -$3,000,000.00
Current month entry 0.00 481 -WAERM

Balance 12/31/08 -$3,000,000.00




Detail Balances (/4 CORP) - 001.1 86040

Deferral Report
Month of Dec '08
Page 10 of 23

ERM 90%-10% Sharing Band
Account 186040.ED.WA
Balance 11/30/08

Current month entry

Balance 12/31/08

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
4,498,426.00

Amount Journal 1D
$200,048.00
249,795.00 NSJ041-WA ERM
$449,843.00
Absorbed Deferred
$4,000,000.00 "$0.00

3,000,000.00 3,000,000.00
449,843.00 4,048,583.00

$14,498,426.00

$7,449,843.00 $7,048,583.00




Deferral Report
Month of Dec '08
Page 11 of 23

ERM 90%-10% Sharing Contra Account

Account 186045.ED.WA Amount Journal ID
Balance 11/30/08 ' -$200,048.00
Current month entry ' -249,795.00 481 -WA ERM

Balance 12/31/08 -$449,843.00




Deferral Report
Month of Dec '08
Page 12 of 23

9,412,899.00

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

$7,223,823.00 -

0.00
29,728,183.65

$36,952,006.65
-35%

-$12,933,202
1

-$12,933,201




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.

Deferral Report
Month of Dec '08
Page 13 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. i
‘terest is calculated using the prior month ending balance plus 1/2 month of current month charges times the current after tax interest rate
stualcostof-debtat 12/31/07-is7-840%+ Actual cost of debt at 6/30/08 is 6.683%
The-monthly-rate-is: 0.00653|Before Tax  |The monthly rate is: 0.00556917 Before Tax
00042467 |After Tax 0.0036200 After Tax
0.35 | Taxrate 0.35 Tax rate
Account 186280 2008 Interest
12-31-2007 |GL Balance including interest $16,564,895
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
o March DEIT 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
April DFIT Expense ADFIT
April ERM Deferral 5,031,019 Deferral 1,760,857 |Operating (1,760,857)
April Interest 10,683 |interest 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)
lﬁay Interest 26,134 |interest 9,147 {Nonoperating (9,147)
05-31-2008 |Balance before interest 7,277,088 795,271 |Total (795,271)
June DFIT Expense ADFIT
une ERM Deferral (381,488) Deferral (133,521)|Operating 133,521
" June Interest 30,094 ]interest 10,533 |Nonoperating (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 |interest 6,517 |Nonoperating (6,517)
" 07-31-2008|Balance before interest 3,324,126 (1,266,918) | Total 1,266,918
o August DFEIT Expense ADFIT
August ERM Deferral 802,920 Deferral 281,022 |Operating (281,022)
August Interest 13,487 {interest 4,720 |Nonoperating (4,720)
08-31-2008|Balance before interest 4,127,046 285,742 |Total (285,742)
September  |DFIT Expense ADFIT
September ERM Deferral 1,552,524 Deferral 543,383 |Operating (543,383)
September Interest 17,750 |interest 6,213 |Nonoperating (6,213)
09-30-2008|Balance before interest 5,679,570 549,596 |Total (549,596)
October DFIT Expense ADFIT
October ERM Deferral (791,468) Deferral (277,014)|Operating 277,014
October Interest 19,127 |Interest 6,694 |Nonoperating (6,694)
10-31-2008|Balance before interest 4,888,102 (270,320)|Total 270,320
November DFIT Expense ADFIT
November ERM Deferral _ (20,755) Deferral (7,264)|Operating 7,264
November Interest 17,657 |interest 6,180 |Nonoperating
11-30-2008 | Balance before interest 4,867,347 (1,084) | Total
8 Balance before Interest 7115494 . (794,442)
GL Balance Activity GL Balance
Net ERM Balance 7,223,823 11-30-08 Dec-08 12-31-08
4,953,987 2,269,836 7,223,823
ADFIT Balance (2,528,338)

2008 WA deferred power costs Order 03.xls

186280 WA ERM CUR YR

01-09-2009 12:52 PM



Deferral Report
Month of Dec '08
Page 14 of 23

Changes Semiannually on January 1 and July 1 Beginning 7/1/02 I
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.
~terest is calculated using the prior month ending balance pius 1/2 month of current month charges times the current after tax interest rate
‘ctual-costof debiat12/31/071s7-840%-— Actual cost of debt at 6/30/08 is 6.683%
|[Fhe-monthlyratedsr 0-:00653 |BeforsTFax The monthly rate is: 0.00556917 Before Tax
0.0042467 |After Fax 0.0036200 After Tax
0.35|Faxrate 0.35 Tax rate
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 Jinterest 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)
L March DFIT Expense ADFIT
o Deferral 0 |Operating 0
Maich interest 70,346 [interest 24,621 |Nonoperating (24,621)
03-31-2008 |Batance before interest 16,564,895 24,621 |Total (24,621)
- April DFIT Expense ADFIT
L |oeterrat 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
E 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 Jinterest 0 [Nonoperating 0
07-31-2008 |Balance before interest 0 0 |Total 0
August DFIT Expense ADFIT
Deferral 0 |Operating 0
August Interest 0O finterest 0 |Nonoperating 0
08-31-2008 |Balance before interest 0 0 |Total 0
September DFIT Expense ADFIT
8 Deferral 0 {Operating 0
September Interest 0 Jinterest 0 |Nonoperating 0
09-30-2008|Balance before interest 0 0 |Total 0
o October DFIT Expense ADFIT
o Deferral 0 [Operating 0
October Interest 0 Jinterest 0 [Nonoperating 0
10-31-2008 |Balance before interest 0 0 |Total 0
November DFIT Expense ADFIT
0 Deferral 0 |Operating 0
November interest 0 [interest 0 |Nonoperating 0
11-30-2008 |Balance before interest 0 _0_ Total 0
alari al
Net ERM Balance 0 GL Balance Activity GL Balance
11-30-08 Dec-08 12-31-08
ADFIT Balance 0 0 0
When WUTC deems 2007 deferred power costs prudent - reclass to 182350.
Prudency granted 7/31/08. |

2008 WA deferred power costs Order 03.xls

186290 WA ERM LAST YR

01-07-2009 3:44 PM




Deferral Report

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

Month of Dec '08

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

Page 15 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 calcutation 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 dobt-at 12/31/07i57-840%~— Actual cost of debt at 6/30/08 is 6.683%
The-monthly rate-s: 0:00653 |BeforeTax The monthly rate is: 0.00556917 Before Tax
0.0042467 |AfterTax 0.0036200 After Tax
0:35|Fax+aie 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 JInterest 58,913 |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
April DFIT Expense ADFIT
April Surcharge Amortization (2,570,506) Amortization (899,677) | Operating 899,677
April Interest 133,241 HInterest 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 Jinterest 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
August DFIT Expense ADFIT
JAugust Surcharge Amortization (2,523,291) Amortization (883,152) | Operating 883,152
August Interest 145,090 jinterest 50,782 [Nonoperating (50,782)
08-31-2008|Balance before interest 38,818,360 (832,370) | Total 832,370
o September | DFIT Expense ADFIT
September Surcharge Amortization (2,491,067) Amortization (871,873)|Operating 871,873
September Interest 136,014 Jinterest 47,605 |Nonoperating (47,605)
09-30-2008 | Balance before interest 36,327,293 (824,268) [Total 824,268
October DFIT Expense ADFIT
October Surcharge Amortization (2,245,950) Amortization (786,083) |Operating 786,083
October Interest 127,440 jinterest 44,604 |Nonoperating (44,604)
10-31-2008|Balance before interest 34,081,343 (741,479)|Total 741,479
November DFIT Expense ADEIT
November Surcharge Amortization (2,309,752) Amortization (808,413) |Operating 808,413
November Interest : 119,194 linterest 41,718 [Nonoperating (41,718)
11-30-2008|Balance before interest 31,771,591 | (766,695) [Total 766,695
1/ December | DFIT Expense ADFIT
December Surcharge Amortization (2,834,654) \/ Amortization (992,129)|Operating 982,129
December Interest 109,882 YYnterest 38,459 |Nonoperating (38,459)
12-31-2008|Balance before interest 28,936,937 (953,670)|Total 953,670
GL Balance Activity GL Balance
11-30-2008 Dec-08 12-31-2008
Net ERM Balance 29,728,184 32,452,956 (2,724,772) 29,728,184
ADFIT Balance (10,404,864)

2008 WA deferred power costs Order 03.xlIs

182350 WA ERM DEF BAL
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Revenue Amt
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