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Exhibit No. __ (RLM-1T)

I. INTRODUCTION

Q. Please state your name, business address and present position with Avista
Corporation (" Avista" or "Company").

A. My name is Ronald L. McKenzie and my business address is East 1411 Mission
Avenue, Spokane, Washington. I am employed by Avista as Manager, Regulatory Accounting in
the State and Federal Regulation Department.

Q. Would you briefly describe your educational background and professional
experience?

A. I graduated from Eastern Washington University in 1973 with a Bachelor of Arts
degree in Business Administration majoring in accounting. I joined the Company in September
1974. 1 obtained a Master of Business Administration Degree from Eastern Washington
University in 1989. 1 have attended several utility accounting and ratemaking courses and
workshops. I have held various accounting positions within the Company. I have served in the

State and Federal Regulation Department for the majority of my career with the Company.

Q. Have you previously testified before this Commission?

A. Yes. Ihave testified before this Commission in several prior proceedings.

Q. What is the scope of your testimony in this proceeding?

A. My testimony addresses the accounting associated with the power cost deferrals

under the Energy Recovery Mechanism (“ERM”) approved by the Commission in Docket No.
UE-011595. 1 also explain what is contained in the monthly reports that are filed with the

Commission.

Q. Are you sponsoring any exhibits?
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A. Yes. I am sponsoring Exhibit No. __ (RLM-2), which consists of a copy of the
December 2005 monthly ERM report for informational purposes.

II. ACCOUNTING ASSOCIATED WITH ERM DEFERRALS

Q. Would you please describe the accounting associated with the Company's
ERM deferral mechanism?

A. Yes. Company witness Mr. William G. Johnson discusses, in his direct
testimony, the procedure to calculate the monthly variations between actual and authorized
power supply revenues and expenses. Monthly variations are accumulated until the “Company
Band” (deadband) of $9 million is exceeded. Once the deadband is exceeded, 90% of the
monthly variation between actual and authorized net power supply costs is deferred. When
actual net power supply costs exceed authorized costs, entries are made to record the deferral
amount by crediting Account 557.28 - Other Power Supply Expenses, thereby decreasing
recorded power supply expenses, and debiting Account 186.28 - Miscellaneous Deferred Debits.
If actual net power supply costs are less than authorized costs in a given month, an entry is made
to record the difference by debiting Account 557.28 - Other Power Supply Expenses, thereby
increasing recorded power supply expenses, and crediting Account 186.28 - Miscellaneous
Deferred Debits. An accumulated debit balance in Account 186.28 represents a surcharge
balance, while an accumulated credit balance represents a rebate balance.

Q. How is interest recorded on the deferral balances?

A. 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 balances in Account 186.28
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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 interest rate used for the period January 1, 2005 through June 30, 2005 was
8.28%, the Company’s weighted cost of debt at December 31, 2004. The interest rate used for
the period July 1, 2005 through December 31, 2005 was 8.12%, the Company’s weighted cost of

debt at June 30, 2005.

Q. How are income taxes accounted for under the deferred power cost
mechanism?
A. The power cost deferral entries are not recognized in the determination of taxable

income for federal income tax purposes. Therefore, deferred federal income taxes are recorded.
Account 283.28 — Accumulated Deferred Federal Income Tax reflects a credit balance of 35% of
the debit balances in Account 186.28. When Account 283.28 is credited, Account 410.10 —
Deferred FIT Expense in debited. Likewise, when Account 283.28 is debited, Account 410.10 is
credited.

Q. In 2005 what were the amounts deferred, absorbed by the Company, and the
balance in the 2005 deferral account, Account 186.28, at December 31, 2005?

A. During 2005 actual net power costs exceeded authorized net power costs for the
Washington jurisdiction by $13,588,374. Of that amount $4,129,537 was deferred, with the
remaining $9,458,837 being absorbed by the Company. The amount absorbed by the Company
consists of the $9,000,000 deadband plus 10% of the amount exceeding the deadband, or

$458,837 (10%*($13,588,374-$9,000,000)). There was a balance in the 2005 deferral account at
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December 31, 2005 of $4,138,618, consisting of the $4,129,537 amount that was deferred during
the year plus $9,081 of interest on the deferred costs.
IHI. ERM MONTHLY AND ANNUAL REPORTS

Q. Would you please describe the monthly reports that the Company submits to
the Commission?

A. The Company submits monthly reports to the Commission, Public Counsel, and
ICNU that include the monthly power cost deferral journal entries together with backup
workpapers and other supporting documentation. The cover letter to the monthly report contains
a brief explanation of the factors causing the variance between actual and authorized power costs.
The beginning of the month account balances, the recorded activity within the accounts, and the
ending month account balances are shown. 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. The monthly reports also include any new power contracts of one-year or longer,
entered into during the month. Attached as Exhibit No.  (RLM-2) is a copy of the December
2005 report for informational purposes.

Q. What are the requirements associated with the annual filing to review
deferrals?

A. The Company is required to make an annual filing, on or before April 1 of each
year, regarding the power costs deferred in the prior calendar year under the ERM. The filing
consists of testimony, exhibits, and supporting documentation. Since its inception in 2002, the

Company has made four such annual filings, including the present filing covering the 2005

calendar year.
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Q. What is the review period for the annual ERM filing?

A. The Commission Staff and interested parties have the opportunity to review the
deferral information during a 90-day review period ending June 30™ each year. The 90-day
review period may be extended by agreement of the parties participating in the review, or by
Commission order.

Q. When was the last annual ERM filing addressed by the Commission?

A. The annual ERM filing covering the 2004 calendar year was reviewed in Docket
No. UE-050492. Order No. 01 was issued in that docket on June 29, 2005, and the Commission
found that the power cost deferrals for 2004 were prudent.

Q. Have the 2005 ERM calculations and accounting entries been made in a
manner consistent with those in prior, approved ERM filings?

A. Yes.

Q. Does this conclude your pre-filed direct testimony?

A. Yes, it does.
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1411 EastMission PO Box37.
« . .
Spokane, Washington 99220-3727 A"!—

Telephone 503-489-0500 ) illi v,s TA.

TollFree  B00-727-8170
Corp.

January 12, 2006

Ms. Carole J. Washburn, Executive Secretary
Washington Utilities and Transportation Commission
1300 S. Evergreen Park Drive, S.W.

P.O. Box 47250

Olympia, WA 98504-7250

Re:  Docket No. UE-01 1595, Monthly Power Cost Deferral Report
For the Month of December 2005

Dear Ms. Washburn:

Enclosed are an original and five copies of Avista Corporation’s Power Cost Deferral
Report for the month of December 2005. The report includes the monthly energy
recovery mechanism (ERM) accounting journal together with backup workpapers.
Actual net power costs were higher than authorized costs by $8,785,139. Of that
amount, $4,196,765 was applied toward the remainder of the $9 million deadband for
2005. The 90% factor was then applied to the residual amount of $4,588,374,
resulting in a deferral in the surcharge direction of $4,129,537.

Actual power supply expenses were higher than the authorized level due in part to
low hydro generation and high electric and natural gas prices. Hydro generation was
116 aMW below the authorized levels. The average market purchase price was
$100.72/MWh compared to an authorized rate of $31.50/MWh. The average market
sales price was $92.71/MWh compared to an authorized sales price of $31.20/MWh.

Coyote Springs 2 generated 137 aMW above the authorized level due primarily to the
acquisition of the second half of the plant. Colstrip generated 14 aMW above the
authorized level, and Kettle Falls generated 25 aMW above the authorized level. Due
to economics gas fueled plants other than Coyote Springs 2 generated 3 aMW above
the authorized level. Thermal fuel and natural gas fuel expense were both above the
authorized level. Washington retail sales were 30 aMW below the authorized level.

There were no forward long-term contracts of one year or longer entered into in the
month of December 2005. If you have any questions, please contact Bill Johnson at
(509) 495-4046 or Ron McKenzie at (509) 495-4320.

Sincerely,

%ua,,ﬁnwa

Kelly Norwood
Vice President State and Federal Regulation

RM
Enclosure

C:  Mary Kimball, S. Bradley Van Cleve Page 1 of 31
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Deferral Report
Month of Dec '05
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ERM Deferral Balance (Current Year - 2005)
Account 186280.ED.WA Amount

Balance 11/30/05 $0.00
Deferral 4,226,712.00 481 - WA ERM

Interest 9,295.00 481 - WA ERM

Deferral adjustment -97,175.00 NSJ0O39
Interest adjustment -214.00 NSJ039
Balance 12/31/05 $4,138,618.00

Journal ID
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Deferral Report
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ERM Deferral Balance (Prior year - 2004)

Account 186290.ED.WA Amount Journal ID
Balance 11/30/05 $0.00

No current month entry 0.00 481 - WA ERM
Balance 12/31/05 $0.00
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 Deferral Report
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Recoverable Deferral Balance
Account 182350.ED.WA
Balance 11/30/05

Amortization

Interest

Balance 12/31/05

Amount Journal ID
$94,423,489.65
-2,771,079.00 481 - WA ERM

399,784.00 481 - WA ERM

$92,052,194.65
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Deferral Report
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Contract Buyout Deferral Balance
Account 182360.ED.WA

Balance 11/30/05

Amortization*

Interest

Balance 12/31/05

*Amount grossed-up from 90% to 100% for ERM deferral calculations

Amount Journal ID
$370,345.00
-29,308.00 485 - ECB AMORT

1,564.00 485 - ECB AMORT

$342,601.00

$32,564
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Deferral Report
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ERM Deadband

Account 186010.ED.WA
Balance 11/30/05

2005 deadband accumulation
Balance 12/31/05

Amount Journal ID
$4,803,235.00

4,196,765.00 481 - WA ERM

$9,000,000.00
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[ Summary Balances

ERM Deadband Contra Account
Account 186020.ED.WA

Balance 11/30/05
2005 deadband contra entry
Balance 12/31/05

Amount
-$4,803,235.00

Journal ID

-4,196,765.00 481 - WA ERM

-$9,000,000.00
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' Summary Balances

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

$4,138,618.00
0.00
92,052,194.65

$96,190,812.65
-35%

-$33,666,784
0

-$33,666,784

Page 9 of 31



Deferral Report
Month of Dec '05
Page 8 of 29

T Detail Balances /4 CORF) - D01, 283560 EDWADL

Currency Type |Entered
Factor ]Units

Balance Type

i

iPerioEi_m ' ,,,.”‘?UYF?“Mi . F’TD,I _ PTD Conveneﬁég YTDH YTD Convertecli

924100,

\
PR

EXZD-
[ 19s.399.00 |
[ ssgsron

{00502
|200503
200504
ooses
200506
[pooso7
200508 J
foosos  Husp
B
200511 Jusp
200512 1lusp

o espateoy
15849900

1 "~ 9,500.00
i 9,542.00 |
‘ 9,584.00; |

eee00]
_oes8o0|

R

Summaiy Balances - |

DFIT Associated with Contract Buyout Deferral

Account 283360.ED.WA

Account 182360.ED.WA balance $342,601.00
Federal income tax rate -35%
Deferred FIT related to contract buyout deferral -$119,910
Rounding 0
Balance in account -$119,910

Page 10 of 31



. 8 1Jo | a8eq
(=}
8 8 o
AR
= o O
e
§E
(alp=.v
AjuQ osn Bununosoy sjesodion
areq Anug 10} paaoaddy
Aed zﬁw%oao{?m
&O\ D\\ | —IEJIRX) J\A\Qﬂu
ae( uoyiwey] oy £q pateds1y
\S\Q \\\ Dﬁg |
: 00°SLYIET 00°SLPIET ‘STVIOL .
s1eaf Jo1d pue Juonnd NI VA LIAQY 00'980°v€ 10 vmM ad
SwIodul 521Ul 50§ ANud 11 do-uoN (0°SL a 27 772
[enoyep Addns yomod 1oy Anus 11400 00°110°%€ 1a vM ad
awoedul Jsarayut Apfn-uoN 00'71C 1 vM a4
[B113]0P 1224 JUSLINO WO JSAIBUI ANINY (0P 1d vM aF
[eL1339p 1eak Juarma JAIH VM 00°SLI‘L6 1 vM a4
[B1ISJp puow Jus1md AT VM 00°SLI‘L6 1 vM ad
NHBUIeY JIpa1) pRa TS "f “135
uojiuey woy :£q papnuqng
Wd £5:F 900T/60/10 ‘P3res 1se] uo)IwEH U0 :4q paAeg 1seT]
C1S00T ‘91 °And3y
WegpiL ¥ Z/01/10 panng

Page 11 of 31

*A1ddng sen auiqunj, 03 pajesoe 90UBIdJJIP
PURgal [ SO 10y S3Xe} pal1ajap pue ‘sa1ajut ‘osuadxa pariayop sjeisay

:uoneue|dxyg

W9E LAY - 087687 0L

(4@ YHIONON-IXH 11Ad - 00201+ 09

A 11Ad AMd - 00101F  0S

STVIIIIdd ADYANT NO LSHIFLNI - 00961  OF

INTTIND AIIIa49d WA LSSV AJOLVINOTY - 082981  0€
LNTIND ATTYHA9d WAH LASSVY AJOLVINODA - 082981 02
HSNHIXH A1ddNS YIMOd ATTIFATA - 08ZLSS 01

J¥dd "b3§
SN :A108212)
D 2adA 1,
Sununosoy aomossy ‘weay
W VM 12qUISdS( 91RISSY - 6EOFSN ‘Jewnof

Anyug rewamop uone ™ Y100 vISIAY



Deferral Report
Month of Dec *
Changes Semiannually on January 1 and July 1 Beginning 7/1/02 Page 10 of Zeg 05
The rate is based on Avista's actual cost of debt, updated semiannually. ge 1vo

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.

Alnterest will be accrued monthly and compounded semi-annually. T [
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-debt-at12/34/04-i5-8.28%- Actual cost of debt at 6/30/05 is 8.12%
[ Tho-rmonthly-rata-s: 0-00690 |BeforgTax  {The monthly rate is: 0.00676667 Before Tax
0-0044850 | AfterTax e o ~0.0043983 After Tax
0-35Tax+ate I ' g 0.35 Tax rate

Account 186280 2005 Interest
12-31-2004 |GL Balance inciuding interest $10,777,698.00 ’
01-01-2005|GL Balance ($10,777,698.00) | Transfer to 186290

01-01-2005|GL Balance 0

Page 12 of 31
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Tax Rate 35%| 0DJ4B1LTD | DJ4B1LTD Du481 LTD DJ481 CURMO
] 283280 283280 283280 283280 283280 283280 283280
|DJ702 BEGINNING ADFIT ADFIT ADFIT BALANCE FOR ALL ENDING
/ BALANCE 182350 186280 186290 COMPONENTS| ACCOUNTS BALANCE

10-31-2004 (40,666,732)! (37,116,384)| (3,550,347) 0 (40,666,731) 1 | (40,666,731)
11-30-2004 (39,862,249)| (36,564,060)| (3,298,189) Y (39,862,249) 0 | (39,862,249)
12-31-2004 (39,622,681)| (35,850,488)| (3,772,194) 0 (39,622,682) 0 | (39,622,681)
01-31-2005 (39,622,681)| (35,069,014) 0 (3,789,113) (38,858,127) 764,554 | (38,858,127)
02-28-2005 (38,858,120)| (34,306,429) 0 (3,806,031) (38,112,460) 745,660 | (38,112,460)
03-31-2005 (38,112,459)| (33,660,936) 0 (3,806,031) (37.466,967) 645,492 | (37,466,967)
04-30-2005 (37,466,966)| (33,081,684) 0 (3,839,868) (36,921,552) 545,414 | (36,921,552)
05-31-2005 (36,921,547)| (32,548,109) 0 (3,856,786) (36,404,895) 516,657 | (36,404,890)
06-30-2005 (36,404,890)| (32,022,088) 0 (3,873,704) (35,895,792) 508,103 | (35,895,787)
07-31-2005|  (35,895,787)| (35,370,871) 0 0 (35,370,871) 524,922 | (35,370,865)
08-31-2005 (35,370,865)| (34,771,703) 0 0 (34,771,703) 599,168 | {34,771,697)
09-30-2005|  (34,771,697)] (34,194,542) 0 0 (34,194,542) 577,161 | (34,194,536)
10-31-2005 {34,194,536)| (33,623,290} 0 0 (33,623,290) 571,252 | (33,623,284)
11-30-2005 (33,623,284)| {33,048,222) 0 0 (33,048,222) 575,062 | (33,048,222)
12-31-2005 (33,048,222); (32,218,268)) (1,482,602) 0 {33,700,870) (652,648)| (33,700,870)
ADFIT Interest
. 410100 410200 283280 182350 186280 186290 419600
01-31-2005 182350| (940,160)| 158,681 781,479 453,375 0 48,338 (501,713)
186280 0 0 ] 0
186290 0 16,918 (16,918)
Total (940,160)| 175,598 764,561
02-28-2005 182350 (917,095)] 154,516 762,579 441,475 0 48,338 (489,813)
186280 0 0
) 186290 0 16,918
Total (917,095)] 171,434
03-31-2005 182350 (796,167){ 150,674 430,498 0 48,338 (478,836)
186280 0 0
186290 0 16,918

Total (796,167) 167,592 .

04-30-2005 182350] (726,511)] 147,260 420,742 0 48,338 (469,080)

3 186280 0 0
I 186290 0 16,914

Total (726,511)] 164,174

05-31-2005 182350 (677,686) 144,111 411,745 0 48,338 (460,083)
186280 0 0
186290 0 16,918
Total {677,686){ 161,029 516,657
06-30-2005 182350 (667,116)] 141,095 526,021 403,129 0 48,338 (451,467)
186280 0 0
186290 0 16,918
Total (667,116)] 158,013 509,103
07-31-2005 182350/ (681,304)| 156,382 524,922 446,806 0 0 (446,806)
186280 0 0
186290 0 0
Total (681,304)] 156,382 524,922
08-31-2005 182350] (752,397)] 153,229 599,168 437,798 0 0 (437,798)
186280 0 0
186290 0 0
Total (752,397)| 153,229 599,168
09-30-2005 182350 (727,137)] 149,976 577,161 428,502 0 0 (428,502)
186280 0 0 0
186290 0 0 0
Total (727,137)| 149,976 577,161
10-31-2005 182350 (718,049)] 146,797 571,252 419,421 0 0 (419,421)
186280 0 0 0
186290 0 0 0
Total (718,049)| 146,797 571,252
11-30-2005 182350| (718,708)] 143,644 575,062 410,393 0 0 (410,393)
186280 0 0 0
186290 0 0 0
Total . (718,706)| 143,644 575,062
12-31-2005 182350 (969,878)] 139,924 829,954 399,784 9,081 0 (408,865)
: 186280{ 1,445,338 3,178 (1,448,516)
. 186290 0 0 0
_otal 475,460 143,102 (618,562)
Total interest 2005 5,402,777
Total non op DFIT 2005 1,880,972
Total 410200 2005 1,890,971

2005 WA deferred power costs.xis

Interest and DFIT Summary
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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.

Deferral Report
Month of Dec '05
Page 16 of 29

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 usIrLgf the prior month ending balance plus 1/2 month of current month charges times the current after tax interest rate
Asctual-cost-of-debt-at12/31/04-i5-8-28%- AciL stof debtat-6/30/05is'8:12% . .
The-monthly-rate-is: 0.00690/BoforeFax [ ~ " 0.00676667 Before Tax
0-0044850]After Tax 0.0043983 After Tax
0-35|Taxrate - 0.85 Tax rate
Account 182350 2005 Interest
12-31-2004|GL Balance inciuding interest 102,429,967 Jan-05 DFIT Expense ADFIT
Jan-05|Surcharge Amortization (2,686,159) Amortization (940,160) |Operating 940,160
Jan-05|interest 453,375 jinterest 158,681 {Nonoperating (158,681)
01-31-2005|Balance before interest 99,743,808 (781,479)|Total 781,479
Feb-05 DFIT Expense ADFIT
Feb-05|Surcharge Amortization (2,620,290) Amortization (917,095) |Operating 917,095
Feb-05|Interest 441,475 Jinterest 154,516 |Nonoperating (154,516)
02-28-2005|Balance before interest 97,123,518 (762,579)| Total 762,579
Mar-05 DFIT Expense ADFIT
Mar-05|Surcharge Amortization (2,274,763) Amortization (796,167){Operating 796,167
Mar-05|interest ) 430,498 |interest 150,674 |Nonoperating (150,674)
03-31-2005|Balance before interest 94,848,755 (645,493)|Total 645,493
. ’ Apr-05 " DFIT Expense ADFIT
Apr-05|Surcharge Amortization (2,075,747) Amortization (726,511)|Operating 726,511
Apr-05|interest 420,742 finterest 147,260 |Nonoperating (147,260)
04-30-2005 Balance before interest 92,773,008 (579,251)|Total 579,251
May-05 DFIT Expense ADFIT
May-05|Surcharge Amortization (1,936,245) Arnortization (677,686)|Operating 677,686
May-05 [Interest 411,745 finterest 144,111 |Nonoperating (144,111)
05-31-2005 |Balance before interest 90,836,763 (533,575) | Total 533,575
Jun-05 DFiT Expense ADFIT
Jun-05|Surcharge Amortization (1,906,046) Amortization (667,116)|Operating 667,116
Jun-05|Interest 403,129 finterest 141,095 |Nonoperating (141,085)
06-30-2005 |Balance before interest 88,930,717 (526,021)|Total 526,021
06-30-2005 | Transfer from 186290 11,067,726
06-30-2005|GL Balance including interest .102,555,407 Jul-05 DFIT Expense ADFIT
Jul-05|Surcharge Amortization (1,946,582) Amortization (681,304)|Operating 681,304
Jul-05{Interest 446,806 |Interest 156,382 |Nonoperating {156,382)
07-31-2005|Balance before interest 100,612,825 (524,922) | Total 524,922
Aug-04 DFIT Expense ADFIT
Aug-04{Surcharge Amortization (2,149,705) Amortization (752,397) |Operating 752,397
Aug-04{interest 437,798 [interest 153,229 |Nonoperating (153,229)
08-31-2005|Balance before interest 98,463,120 (599,168)| Total 599,168
Sep-05 DFIT Expense ADFIT
Sep-05{Surcharge Amortization (2,077,535) Amortization . (727,137) |Operating 727,137
Sep-05|interest 428,502 [Interest 149,976 |Nonoperating (149,976)
09-30-2005 |Balance before interest 96,385,585 (577,161)| Total 577,161
Oct-05 DFIT Expense ADFIT
Oct-05|Surcharge Amortization (2,051,568) Amortization (718,049) |Operating 718,049
Oct-05|Interest 419,421 |interest 146,797 |Nonoperating (146,797)
10-31-2005 [Balance before interest 94,334,017 (571,252) | Total 571,252
Nov-05 DFIT Expense ADFIT
Nov-05{Surcharge Amortization (2,053,447) Amortization (718,706) |Operating 718,706
Nov-05|Interest 410,393 {Interest 143,644 |Nonoperating (143,644)
11-30-2005 |Balance before interest 92,280,570 _ (575,062)| Total 575,062
G R R L " .Dec-05 ' DFIT Expense ' ADFIT
'Dec-05 Surcharge Amortization {2;771,079) Amortization " (969,878) Operating 969,878
Dec.-OS Interest . 399,784 {interest 139,924 Nonoperating (139,924)
12-31-2005 Balance before Interest - 89,509,491 (829,954) Total 829,954
GL Balance Activity GL Balance
11-30-2005 Dec-05 12-31-2005
Net ERM Balance 92,052,195 94,423,490 (2,371,295)] 92,052,195
ADFIT Balance (32,218,268)

2005 WA deferred power costs.xis

182350 WA ERM DEF BAL
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Deferral Report

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 17 of 29

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.
nterest 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-debi-at 123404 8-28%— Actual cost of debt at 6/30/05 is 8.12% :
The-rmonthlyrate-is: 000690 |BeforeTax ate’is;- - 0.00676667 Before Tax
00044850 | After-Tax 0.0043983 After Tax
0-35|Faxrate 0.35 Tax rate
Account 186280 2005 Interest
12-31-2004|GL Balance including interest $10,777,698.00 [
01-01-2005|GL Balance ($10,777,698.00) | Transfer to 186290
01-01-2005|GL Balance 0
Jan-05 DFIT Expense ADFIT
Jan-05/ERM Deferral 0 Deferral Operating 0
Jan-05|Interest 0 {Interest Nonoperaling 0
01-31-2005|Balance before interest 0 _ Total 0
Feb-05 DFIT Expense ADFIT
Feb-05|ERM Deterral 0 Deferral Operating 0
Feb-05|Interest 0 }Interest Nonoperating 0
02-28-2005 |Balance before interest 0 Total - 0
o Mar-05 DFIT Expense ADFIT
Mar-05}ERM Deferral 0 Deferral Operating 0
Mar-05|Interest 0 [interest Nonoperating 0
03-31-2005|Balance before interest 0 Total 0
Apr-05 DFIT Expense ADEIT
Apr-05{ERM Deferral 0 Deferral Operating 0
Apr-05|Interest 0 Jinterest Nonoperating 0
04-30-2005 |Balance before interest 0 Total 0
May-05 DFIT Expense ADFIT
May-05{ERM Deferral 0 Deferral Operating 0
May-05| Interest 0 [Interest Nonoperating 0
Y 05-31-2005/Balance before interest 0 Total 0
/ Jun-05 DFIT Expense ADFIT
Jun-05/ERM Deferral Deferral Operating 0
Jun-05|Interest 0 Jinterest Nonoperating 0
06-30-2005|Balance before interest 0 Total 0
06-30-2005|GL Balance including interest 0 Jul-05 DFIT Expense ADFIT
Jul-05(ERM Deferral Deferral Operating 0
Jul-05|[interest 0 Jinterest Nonoperating 0
07-31-2005{Balance before interest 0 Total 0
Aug-05 DFIT Expense ADFIT
Aug-05|ERM Delerral Deferral Operating 0
Aug-05|Interest 0 |Interest Nonoperating 0
08-31-2005|Balance before interest 0 Total 0
Sep-05 DFIT Expense ADFIT
Sep-05|ERM Deferral Deferral Operating 0
Sep-05|Interest 0 [interest Nonoperating 0
09-30-2005 |Balance before interest 0 Total 0
Oct-05 DFIT Expense ADFIT
Oct-05/ERM Deferral Deferral Operating 0
Qct-05|Interest 0 |interest Nonoperating 0
10-31-2005|Balance before interest 0 Total 0
Nov-05 DFIT Expense ADFIT
Nov-05(ERM Deferral Deferral Operating
Nov-05|Interest 0 |Interest Nonoperating
11-30-2005|Balance before interest Total
i e : DEFR EXpEns SR
B D eral; % 3 s C
DEE-05F e
121312005 Bilanc: before Interest
GL Balance Activity GL Balance
Net ERM Balance 4,236,007 11-30-05 Dec-05 12-31-05
0 4,236,007 4,236,007
ADFIT Balance (1,482,602)
Page 19 of 31
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Changes Semiannually on January 1 and July 1 Beginning 7/1/062 l

Deferral Report
Month of Dec '05
Page 18 of 29

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

2005 WA deferred power costs.xis

186290 WA ERM LAST YR

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.
Iinterest 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
Actualcost-of dabt-at12/31/04-i5-8.28%— Actual cost of debt af 6/30/05 is 8.12%
Tho-monthly-rate-ie: 0-00690|Before-Tax  |The monthiy rate is; | 0.00676667 Before Tax
0-0044850|AfterTax ST 0.0043983 After Tax
0-35 | Faxrate 0.35 Tax rate
Account 186290 2005 Interest
12-31-2004 | GL Balance including interest y 0]
& 12312004 Translorinin 918628 = S
01-01-2005|GL Balance including interest 10,777,698.00 Jan-05 DFIT Expense ADFIT
Jan-05(ERM Transfer to 182350 0 Deferral 0 |Operating 0
Jan-05|Interest 48,338 |interest 16,918 |Nonoperating (16,918)
01-31-2005|Balance before interest 10,777,698 16,918 |Total (16,918)
Feb-05 DFIT Expense ADFIT
Feb-05ERM Transfer to 182350 0 Deferral 0 |Operating 0
Feb-05|Interest 48,338 linterest 16,918 |Nonoperating (16,918)
02-28-2005|Balance before interest 10,777,698 16,918 |Total (16,918)
] . Mar-05 DEIT Expense ADFIT
Mar-05}ERM Transfer to 182350 0 Deferral 0 [Operating 0
Mar-05|Interest ' 48,338 linterest 16,918 |Nonoperating (16,918)
03-31-2005Bdlance before interest 10,777,698 16,918 |Total (16,918)
Apr-05 DFEIT Expense ADFIT
Apr-05|{ERM Transier to 18235 0 Deferral 0 |Operating 0
Apr-05/|Interest 48,338 |interest 16,914 |Nonoperating (16,914)
04-30-2005 |Balance before interest 10,777,698 16,914 |Total (16,914)
May-05 DFIT Expense ADFIT
May-05|ERM Transfer to 18235 0 Deferral 0 [Operating 0
May-05 |Interest 48,338 Jinterest 16,918 |Nonoperating (16,918)
05-31-2005 |Balance before interest 10,777,698 16,918 |Total (16,918)
Jun-05 DFIT Expense ADFIT
: Jun-05|ERM Transfer to 18235 0 [Deferal 0 |Operating 0
’ Jun-05/Interest 48,338 Jinterest 16,918 |Nonoperating (16,918)
06-30-2005 |Balance before interest 10,777,698 16,918 [Total (16,918)
06-30-2005|GL Balance including interest 11,067,726 Jun-05 DFIT Expense ADFIT
06-30-2005{ERM Transfer to 182350 (11,067,726) Deferral 0 |Operating 0
Jul-05|Interest 0 [Interest 0 [Nonoperating 0
07-31-2005 |Balance before interest 0 0 |Total 0
Aug-05 DFIT Expense ADFIT
Aug-05|ERM Transfer to 18235 Deferral 0 {Operating 0
Aug-05|Interest 0 jInterest 0 |Nonoperating 0
08-31-2005|Balance before interest 0 0 |Total 0
Sep-05 DFIT Expense ADFIT
Sep-05/ERM Transfer to 18235 0 Deferral ) 0 |Operating 0
Sep-05|Interest 0 [interest 0 |Nonoperating 0
09-30-2005Balance before interest 0 0 |Total 0
Oct-05 DFIT Expense ADFIT
Oct-05|ERM Transfer to 18235 0 Deferral 0 [Operating 0
Oct-05{Interest 0 ]Interest 0 {Nonoperating 0
10-31-2005|Balance before interest 0 0 {Total 0
Nov-05 DFIT Expense ADFIT
Nov-05|ERM Transfer to 18235 0 Deferral 0 [Operating 0
Nov-05|Interest 0 finterest 0 |Nonoperating 0
11-30-2005|Balance before interest 0 0 |Total 0
: s - e e B DECH05] DRI EXpensat i s nle R AD|
& Sec.05 ERM Tian 1c B~2’* == z &%Bee < i ; s
- e . - = Ofintee ot
Net ERM Balance 0 GL Balance Activity GL Balance
11-30-05 Dec-05 12-31-05
ADFIT Balance 0 0.00 0.00 0.00
Annual Filing for Prudency Review made March 30, 2005
Order received 6/29/2005 per Ron Mckenzie |
Transfer $11,067,726 to 182350 after interest calculation is made
Page 20 of 31
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Tax Rate 35%|] DJ481LTD | DJ481LTD DJ481 LTD DJ481 CURMO
. 283280 283280 283280 283280 283280 283280 283280
2J702 BEGINNING ADFIT ADFIT ADFIT BALANCE FOR ALL ENDING
BALANCE 182350 186280 - 188290 COMPONENTS| ACCOUNTS BALANCE
10-31-2004 (40,666,732)| (37,116.384)| (3.550,347) 0 (40,666,731) 1 | (40,666,731)
11-30-2004 (39,862,249){ (36,564,060)| (3,298,189) 0 {39,862,249) 0 | (39,862,249)
12-31-2004 (39,622,681)( (85,850,488)| (3,772,194) 0 (39,622,682) 0 | (39,622,681)
01-31-2005 (39,622,681)| (35,068,014) 0 (3,789,113) (38,858,127) 764,554 | (38,858,127)
02-28-2005 {38,858,120)| (34,306,429) 0 (3,806,031) (38,112,460) 745,660 | (38,112,460)
03-31-2005 (38,112,459)| (33,660,936) 0 (3,806,031) (37,466,967) 645,492 | (37,466,967)
04-30-2005 (37,466,966)| (33,081,684) 0 (3,839,868) (36,921,552) 545,414 | (38,921,552)
05-31-2005 (36,921,547)} (32,548,109) 0 (3,856,786) (36,404,895) 516,657 | (36,404,890)
06-30-2005 (36,404,890)| (32,022,088) 0 (3,873,704) (35,895,792) 509,103 | (35.895,787)
07-31-2005 (35,895,787)! (35,370,871) 0 0 (35,370,871) 524,922 | (35,370,865)
08-31-2005 (35,370,865)| (34,771,703) 0 0 (34,771,703) 599,168 | (34,771,697)
09-30-2005 (34,771,697)| (34,194.542) 0 0 (34,194,542) 577,161 | (34,194,536)
10-31-2005 (34,194,536)| (33,623,290) 0 0 (33,623,290) 571,252 | (383,623,284)
11-30-2005 (33,623,284){ (33,048,222) 0 0 (33,048,222) 575,062 | (33,048,222)
12-31-2005 (33,048,222)( (32,218,268) (1,482,602) 0 (33,700,870) (652,648)| (33,700,870)
ADFIT Inlerest
410100 410200 283280 182350 186280 186290 419600
01-31-2005 182350 (940,160)| 158,681 | 781,479 453,375 0 48,338 (501,713
186280 0 0 0
186290 0 16,918 (16,918)
Total (940,160){ 175,599 764,561
02-28-2005 182350] (917,095)| 154,518 762,579 441,475 0 48,338 (489,813)
186280 0 0 0
186290 0 16,918 (16,918)
Total (917,095)] 171,434 745,661
03-31-2005 182350{ (796,167)| 150,674 645,493 430,498 0 48,338 (478,836)
186280 0 0 0
186290 0 16,918 (16,918)
Total (796,167)| 167,592 628,575
04-30-2005 182350 (726,511){ 147,260 579,251 420,742 0 48,338 (469,080}
A 186280 0 1] 0
J 186290 0 16,914 (16,914)
Total (726,511)| 164,174 562,337
05-31-2005 182350| (677,686)] 144,111 533,575 411,745 0 48,338 (460,083)
186280 0 0 0
186290 0 16,918 (16,918)
Total (677,686)] 161,029 516,657
06-30-2005 182350| (667,116)] 141,095 526,021 403,129 0 48,338 (451,467)
186280 0 0
186290 0 16,918
Total (667,116 158,013
07-31-2005 182350| (681,304)] 156,382 446,806 0 0 (446,806)
i 186280 0 0
186290 0 0
Total (681,304)] 156,382
08-31-2005 182350| (752,397)] 153,229 599,168 &b 437,798 0 0 (437,798
186280 0 0 0 ==
186290 0 0 0
Total (752,397)] 153,229 599,168
09-30-2005 182350| (727,137)] 149,976 577,161 428,502 ] 0 (428,502)
186280 0 0 0
186290 0 0 0
Total (727,137){ 149,976 577,161 3
10-31-2005 182350 (718,049)| 146,797 571,252 1 419,421 0 1] (419,421)
186280 0 0 [l
186290 0 0 0
Total (718,049)] 146,797 571,252 &
11-30-2005 182350| (718,706)] 143,644 £ 410,393 0 0 (410,393)
186280 0 0
186290 0 0
Total (718,706)] 143,644
12-31-2005 182350 (969,878)] 139,924 399,784 9,295 0 (409,079)
186280| 1,479,349 3,253
186290 0 0
tal 509,471 143,177
Total interest 2005 5,402,991
Total non op DFIT 2005 1,891,047
Total 410200 2005 1,891,046

2005 WA deferred power costs.xls

Interest and DFIT Summary

Deferral Report
Month of Dec '05
Page 19 of 29

Page 21 of 31

01-06-2006 4.06 PM



YTD YTD
WA ERM WA ERM
Company Contra Total
Band Account GL
186010 186020 Impact

Balance $9,000,000 ($9,000,000) $0
2004 Requirement $9,000,000

Reverse 2004 ($9,000,000) $9,000,000 $0

Activity ($31,191) $31,191
01-31-2005|Balance ($31,191) $31,191 $0

Activity ($1,979,851) $1,979,851
02-28-2005|Balance ($2,011,042) $2,011,042 $0

Activity $2,238,349 ($2,238,349)
03-31-2005Balance $227,307 ($227,307) $0

Activity $1,405,401 ($1,405,401)
04-30-2005|Balance $1,632,708 ($1,632,708) $0

Activity ($3,247,308) $3,247,308
05-31-2005|Balance ($1,614,600) $1,614,600 $0

Activity $905,444 ($905,444)
06-30-2005,Balance ($709,156) $709,156 $0

Activity $3,131,961 ($3,131,961)
07-31-2005|Balance $2,422,805 ($2,422,805) $0

Activity $3,859,160 ($3,859,160)
08-31-2005|Balance $6,281,965 ($6,281,965) $0

Activity $1,254,523 ($1,254,523)
09-30-2005{Balance $7,536,488 ($7,536,488) $0

Activity ($2,801,206) $2,801,206

Balance $4,735,282 ($4,735,282) $0

Activity $67,953 ($67,953)

Balance $4,803,235 ($4,803,235) $0

Activity $4,196,765 ($4,196,765)
12-31-2005Balance $9,000,000 ($9,000,000) $0

2005 WA deferred power costs.xls

Company Band

Deferral Report
Month of Dec '05
Page 20 of 29
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Deferral Report
Month of Dec '05
Page 22 of 29

Electric Revenue Report by Revenue Class
Current Month and Year-to-Date
for Accounting Period : 200512 , State Code : WA

Accounting Period: 200512 | State Code: WA

YTD Average Meters| Yid .Usa;ge . Ytd Rgiwﬁﬁe Amt

504,120

|- 3147m1

3v_RateSch_CM_YTD_RMc Accounting Period LIKE :Report
v4-Jan-06 7:56 AM Period, Electric, Source Id IN
Page 1 of ('REVCSS','REVCORR','/REVHBL',
'REVCAE"), Rate Schedule Num LIKE :
Rate Schedule
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Deferral Report
Month of Dec '05
Page 23 of 29

Electric Revenue Report by Revenue Class
Current Month and Year-to-Date
for Accounting Period : 200512, State Code : WA

Accounting Périod: 200512 | State Code: WA

| Revenue Anit YTD Average Meters Ytd'Us_a'ge Ytd Revenue Amt

C e

Total WA 223,3101514,860,431 1 32,369,944 220,271 . 5,213,864,705 325,964,379
Total WA 223,310 514,860,431 | 32,369,944 220,271 5,213,864,705 | 325,964,379
J
v_RateSch_CM_YTD_RMc Accounting Period LIKE :Report
« ~Jan-06 7:56 AM Period, Electric, Source Id IN
Page 2 of ('REVCSS','/REVCORR','/REVHBL"',
'REVCAE'), Rate Schedule Num LIKE :
Rate Schedule
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