Avista Corp.

1411 East Mission P.O. Box 3727
Spokane. Washington 99220-3727
Telephone 509-489-0500

Toll Free 800-727-9170

March 12, 2010

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, February 2010

Dear Mr. Danner:

Enclosed are an original and five copies of Avista Corporation’s Power Cost Deferral
Report for the month of February 2010. The report includes the monthly energy
recovery mechanism (ERM) accounting journal together with backup workpapers. In
February actual net power costs were lower than authorized costs by $565,370. No
deferral was recorded as the year-to-date difference is $719,496 in the surcharge
direction, which is within the $4 M deadband. The deferral related to the Lancaster
natural gas-fired generating plant amounted to $1,225,526.

Actual power supply expense was lower than the authorized level due primarily to
lower fuel prices. Lower fuel prices included lower natural gas costs and a fuel cost
true-up at Colstrip. Hydro generation was 140 aMW below the authorized level. The
average natural gas price for Coyote Springs 2 was $5.15/dth compared to an authorized
price of $5.40/dth.

Colstrip and Kettle Falls generation was 16 aMW and 36 aMW above the authorized
levels, respectively. Coyote Springs 2 generation was 57 aMW above the authorized
level. The net transmission expense (transmission expense less transmission revenue)
was below the authorized level. Washington retail sales were 47 aMW below the
authorized level due to warm weather.

In February 2010 the ERM deferral balances decreased by $2,724,990. The February
deferral was zero, interest amounted to $5,094, and amortization amounted to
$2,730,084. At the Open Meeting held on February 11, 2010, the Commission
approved the elimination of the ERM surcharge, effective February 12, 2010. At the
end of February the recoverable deferral balance account, to which surcharge
amortization applies, had a balance of $303,683. Additional amortization will be
recorded in March related to usage billed in March that occurred prior to February 12%.
When that amortization is recorded we expect the recoverable deferral balance to reach
zero and become a credit balance. On February 11, 2010, the Commission also
approved the Company’s Lancaster Accounting Petition by Order 01 in Docket UE-
100080 dated February 11, 2010. The derivation of the Lancaster deferral is shown on
page 20 of the attached report.



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 20 of the January report shows the calculation of the
weighted cost of debt at December 30, 2009, which will be used for the January-June
2010 period.

There were no forward long-term contracts of one year or longer entered into in the
month of February 2010. If you have any questions, please contact Bill J ohnson at
(509) 495-4046 or Ron McKenzie at (509) 495-4320.

Sincerely,

A o s

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 - 2010)
Account 186280.ED.WA
Balance 1/31/10

No current month entry
Balance 2/28/10

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 50%
Over $10,000,000 at 10%

Total

Deferral Report
Month of Feb '10
Page 2 of 20

Amount Journal ID
$0.00
0.00 481 -WAERM
$0.00
$0.00
0.00
$0.00
Total Absorbed Deferred
$719,496.00 $719,496.00 $0.00
0.00 0.00 0.00
0.00 0.00 0.00
$719,496.00 $719,496.00 $0.00
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ERM Deferral Balance (Prior year - 2009)

Account 186290.ED.WA Amount Journal ID
Balance 1/31/10 $29,538.00
Interest 89.00 481 -WAERM

Balance 2/28/10 $29,627.00
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Iron

10

Recoverable Deferral Balance

Account 182350.ED.WA Amount Journal ID
Balance 1/31/10 $3,028,761.65

Amortization -2,730,084.00 481-WA ERM
Interest 5,005.00 481-WAERM

Balance 2/28/10 $303,682.65
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DFIT Associated with ERM Deferrals

Account 283280.ED.WA
Account 186280.ED.WA balance - $0.00
Account 186290.ED.WA balance ) 29,627.00 ;
Account 182350.ED.WA balance 303,682.65
Total : $333,309.65
Federal income tax rate -35%
Deferred F!T related to deferrals -$116,658
Rounding 0

Balance in account -$116,658
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Lancaster Deferral Balance

Account 186312.ED.WA

Balance 1/31/10 $1,221,538.48

Deferral 1,225,526.10 481 - WA ERM
Interest 5,559.43 481 -WAERM
Balance 2/28/10 $2,452,624.01

Year to date deferrals $2,445,214.39

Year to date interest 7,409.62

Balance in account $2,452,624.01
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DFIT Associated with Lancaster Deferrals
Account 283312.ED.WA
Balance 1/31/10 -$427,538.47

Deferral -430,879.94
Balance 2/28/10 -$858,418.41
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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. Page 8 of 20
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.
7 ~terest will be accrued monthly and compounded semi-annually. ] |
- ;erest Is calculated using the prior month ending balance plus 1/2 month of current month charges times the c:lrrent after tax interest rate
The-monthly rate-is:- 0.00503417|Before-Tax
0.0032722 After Tax

Account 186280 2010 Interest

12-31-2009)GL Balance including interest $29,449

01-31-2010|GL Balance ($29,449) | Transfer to 186290

01-31-2010|GL Balance 0

January DFIT Expense ADFIT

January ERM Deferral 0 Deferral 0 |Operating 0
January Interest 0 finterest 0 |Nonoperatin 0

01-31-2010)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

02-28-2010Balance before interest 0 0 |Total 0

GL Balance Activity GL Balance
Net ERM Balance 0 01-31-10 Feb-10 02-28-10
0 0 0
ADFIT Balance 0

2010 WA deferred power costs.xis 186280 WA ERM CUR YR 03-04-2010 2:46 PM
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Changes Semiannually on January 1 and July 1 Beginning 7/1/02 ] Page 9 of 20
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.
7 “terest will be accrued monthly and compounded semi-annually. |
- "prest is calculated using the prior month ending balance plus 1/2 month of current month charges times the current after tax interest rate
(AC 1097355760 : S B Aema].egst.ot_debt-at-slsomsw o
The-monthly rate-is+- 0.00603417 |Before Tax
0.0032722 |After Tax
: oy 0.35| Faxrate
Account 186290 2010 Interest
12-31-2009{GL Balance inciuding interest 0
01-31-2010|Transfer from 186280 $29,449
01-31-2010{GL Balance including interest $29,449 January DFIT Expense ADFIT
January Interest 89 finterest 31 jNonoperating (31)
01-31-2010}Balance before interest 29,449 31 [Total (31)
February DFIT Expense ADFIT
February Interest 89 Jinterest 31 jNonoperating (31)
02-28-2010iBalance before interest 29,449 31 [Total (31)
Net ERM Balance 29,627 GL Balance Activity GL Balance
01-31-10 Feb-10 02-28-10
ADFIT Balance (10,369) 29,538 89 29,627
When WUTC deems 2009 deferred power costs prudent - reclass to 182350.

2010 WA deferred power costs.xis 186290 WA ERM LAST YR 03-04-2010 2:55 PM
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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.

Month of Feb '10
Page 10 of 20

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 cur

rent month charges times the current after tax int

erest rate

33109 SI5 60195" ; i Actual-cost-of-debt-at 6/30/08-i6-6:041%
e PG % senemE Rl e dlrs 1 (ST i 0:35|Fax-rate
Account 182350 2010 Interest
12-31-2009|GL Balance including interest 6,233,995 January DFIT Expense ADFIT
January Surcharge Amortization (3,219,263) Amortization (1,126,742) |Operating 1,126,742
January Interest 14,030 jinterest 4,911 |Nonoperating (4,911)
01-31-2010|Batance before interest 3,014,732 (1,121,831) | Total 1,121,831
“February | DFIT Expense ADFIT
February Surcharge Amortization (2,730,084) Amortization (955,529) |Operating 955,529
February Interest 5,005 jinterest 1,752 |Nonoperating (1,752)
02-28-2010|Balance before interest 284,648 (953,777)|Total 953,777
GL Balance Activity GL Balance
01-31-2010 Feb-10 02-28-2010
Net ERM Balance: 303,683 3,028,762 (2,725,079) 303,683
ADFIT Balance (106,289)
2010 WA deferred power costs.xls 182350 WA ERM DEF BAL 03-04-2010 2:39 PM
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Electric Revenue Report by Revenue Class

Current Month and Year-to-Date

for Accounting Period : 201002, State Code : WA

Accounting Period 201002 | State Code WA

Usage Ytd Usage Ytd Revenue Amt

e,
ey

19,072,580 200,808] ;.. . 514,439,387 513,276
73,6598 | ensi0 8] v U765
4712136 | 7, 358,344 )0 §07R] 4 imoasodol . . LleD1e4

120,614,388 | **.10,439,015
ase0104| G 292283)
B R

Rev_RateSch_CM_YTD_RMc
01-MAR-10 01.00.08 PM
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