Avista Corp. A _ .
1411 East Mission P.O. Box 3727 ~IVISTA

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

June 14, 2010

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

Olympia, WA 98504-7250

S0:8 WY S1HAM 0102

Re:  Docket No. UE-011595, Monthly Power Cost Deferral Report, May 2010

Dear Mr. Danner:

Enclosed are an original and five copies of Avista Corporation’s Power Cost Deferral
Report for the month of May 2010. The report includes the monthly energy recovery
mechanism (ERM) accounting journal together with backup workpapers. In May
actual net power costs were higher than authorized costs by $2,007,272. A surcharge
deferral was recorded in the amount of $126,537 as the year-to-date difference is
$4,253,074 in the surcharge direction. The deferral related to the Lancaster natural

__gas-fired generating plant amounted to $1,471,714.

Actual power supply expense was higher than the authorized level due primarily
to low hydro generation. Hydro generation was 316 aMW below the authorized
level. Partially offsetting the increased expense due to low hydro generation was
lower natural gas prices and increased thermal generation. The average natural
gas price for Coyote Springs 2 was $3.80/dth compared to an authorized price of
$5.14/dth.

Colstrip and Kettle Falls generation was 88 aMW and 21 aMW above the
authorized levels, respectively. Coyote Springs 2 generation was 54 aMW above
the authorized level. The net transmission expense (transmission expense less
transmission revenue) was below the authorized level. Washington retail sales
were 31 aMW below the authorized level.

In May 2010 the ERM deferral balances increased by $125,094. The May deferral was
$126,537, interest amounted to -$1.443, and amortization was zero. 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 May the recoverable
deferral balance account, to which surcharge amortization had previously applied, had a
credit (over-recovered) balance of $552,965. 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 15 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 31, 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 May 2010. If you have any questions, please contact Bill Johnson at (509)
495-4046 or Ron McKenzie at (509) 495-4320.

Sincerely,

ey e

Kelly Norwood
Vice President State and Federal Regulation
RM

Enclosure
C: Mary Kimball, S. Bradley Van Cleve
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Deferral Report
Month of May '10
Page 2 of 15

M

ERM Deferral Balance (Current Year - 2010)

Account 186280.ED.WA Amount Journal |ID
Balance 4/30/10 $0.00

Deferral 126,537.00 i
Interest 192.00 481 -WAERM ;
Balance 5/31/10 $126,729.00 l
i
Year to date deferrals $126,537.00 :
Year to date interest 192.00
Balance in account $126,729.00 ’
Total Absorbed Deferred ,
First $4,000,000 at 100% $4,000,000.00 $4,000,000.00 $0.00 -
$4,000,000 to $10,000,000 at 50% 253,074.00 126,537.00 126,537.00 ]
Over $10,000,000 at 10% 0.00 0.00 0.00 :
Total $4,253,074.00 $4,126,537.00 $126,537.00 |




Deferral Report
Month of May '10
Page 3 of 15

s

ERM Deferral Balance (Prior year - 2009)

Account 186290.ED.WA Amount - -  Journal ID
Balance 4/30/10 $29,805.00 A :
Interest 89.00 481-WAERM

$29,894.00° ;

Balance 5/31/10




Recoverable Deferral Balance
Account 182350.ED.WA
Balance 4/30/10

Amortization
Interest
Balance 5/31/10

Deferral Report
Month of May '10
Page 4 of 15

Amount Journal ID
-$551,241.35
0.00 481 -WAERM
-1,724.00 481 - WA ERM

-$552,965.35




Deferral Report
Month of May '10
Page 5of 15

§ © Detail Balances (4vA CORP) - 001,26

DFIT Associated with ERM Deferrals

Account 283280.ED.WA b
Account 186280.ED.WA balance , $126,729.00
Account 186290.ED.WA balance 29,804.00
Account 182350.ED.WA balance -552,965.35
Total o -$396,342.35
Federal income tax rate -35% |
Deferred FIT related to deferrals $138,720 ‘
Rounding g 1

Balance in account $138,721




Lancaster Deferral Balance
Account 186312.ED.WA-
Balance 4/30/10

Deferral

Interest

Balance 5/31/10

Year to date deferrals
Year to date interest
Balance in account

Deferral Report
Month of May '10
Page 6 of 15

$5,303,415.69
1,471,714.31
18,229.75

$6,793,359.75

$6,744,590.91
48,768.84

$6,793,359.75

. 481 - WA ERM
481 - WA ERM



Deferral Repoit
Month of May '10
Page 7 of 15

WADL

DFIT Associated with Lancaster Deferrals ‘

Account 283312.ED.WA
Balance 4/30/10 -$1,856,195.50
Deferral -521,480.42 : - -

Balance 5/31/10 -$2,377,675.92




Changes Semiannually on January 1 and July 1 Beginning 711102

Deferral Report
Month of May '10

The rate is based on Avista's actual cost of debt, updated semiannually. Page 8 of 15
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.
linterest will be accrued monthly and compounded semi-annually. | | 1
“erest Is calculated using the prior month ending balance plus 1/2 month of current month charges times the current after tax interest rate
Fhe-monthlyrate-is: 0.00503417|Before-Fax
0.0032722|AfterTax
Account 186280 2010 Interest
I | January  |DFiT Expense ADFIT
January ERM Deferral 0 |peferral 0 {Operating 0
January Interest 0 Jinterest 0 |Nonoperating 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 finterest 0 |Nonoperating 0
02-28-2010|Balance before interest 0 0 |Tofal 0
March DFIT Expense ADFIT
March ERM Deferral SR Deferral 0 |Operating 0
IMarch Interest 0 Jinterest 0 |Nonoperating’ 0
03-31-2010|Balance before interest 0 0 (Tofal 0
April DFIT Expense ADFIT
April ERM Deferral 0 Deferral 0 |Operating 0
April Interest 0 |interest 0 jNonoperating 0
04-30-2010|Balance before interest 0 0 |Total 0
May DFIT Expense ADFIT
IMay ERM Deferral 126,537 Deferral 44,288 |Operating (44,288)
May interest 192 Jinterest 67 |Nonoperating (67)
05-31-2010|Balance before interest 126,537 44,355 |Total {44,355)
GL Balance 126,537 192 |ADFIT Balance (44,355)
Update ERM balance to include Interest- 126,729 (44,355)
| Check 0
2010 WA deferred power costs.xis 186280 WA ERM CUR YR 06-04-2010 3:42 PM



Changes Semiannualiy on January 1 and July 1 Beginning 7/1/02 |

Deferral Report
Month of May '10

The rate is based on Avista's actual cost of debt, updated semiannuaily. Page 9of 15
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 caiculation from January through June.
Interest will be accrued monthly and compounded semi-annually. |
" terest is calculated using the prior month ending baiance plus 1/2 month of current month charges times the current after tax interest rate
. - > QH al cost E‘ dEb‘ at slsolgg isGO41°€
The-monthlyrate-is+ 0.00503417|BeforeFax
- 0.0032722| After Tax
g ] z 0.35|Tax+ate
Account 186290 2010 Interest
12-31-2009|GL Balance including interest 0
01-31-2010|Transfer from 186280 $29,449 ($10,307)
01-31-2010|GL Balance including interest $29,449 January DFIT Expense ADFIT
January Interest 89 Jinterest 31 |Nonoperating {31)
01-31-2010iBalance before interest 29,449 _ 31 |Total (31)
February DFIT Expense ADFIT
February Interest 89 linterest 31 |Nonoperating (31)
02-28-2010|Balance before interest 29,449 31 |Total (31)
March DFIT Expense ADFIT
March Interest 89 Jinterest 31 |Nonoperating {31)
03-31-2010 |Balance before interest 29,449 31 [Total (31)
April DFIT Expense ADFIT
|Deferral 0 [Operating 0
April Interest 89 [interest 31 |Nonoperating (31
04-30-2010|Balance before interest 29,449 31 |Total (31)
May DFIT Expense ADFIT
JDeferral 0 |Operating 0
May Interest 89 Jinterest 31 |Nonoperating (31)
05-31-2010{Balance befors interest 29,449 31 [Total (31)
GL Balance 29,449 445 {ADFIT Balance (10,462)
Update ERM balance to include Interest 29,894 (10,463
1 Check 1
2010 WA deferred power costs.xis 186290 WA ERM LAST YR 06-04-2010 3:40 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.

Deferral Report
Month of May '10
Page 10 of 15

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 pius 1/2 month of current month charges times the current after tax interest rate
eh T o > -
Account 182350 2010 Interest (2,181,898)
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|Balance 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 |Interest 1,752 |Nonoperating (1,752)
02-28-2010{Balance before interest 284,648 (953,777)|Total 953,777
March DFIT Expense ADFIT
IMarch Surcharge Amortization ", (852,770) Amortization (298,470)|Operating 298,470
March Interest (430)]Interest (151)|Nonoperating 151
03-31-2010|Balance before interest (568,122) (298,621)|Total 298,621
April DFIT Expense ADFIT
April Surcharge Amortization 0 Amortization 0 |Operating 0
April Interest (1,724)]Interest (603) |Nonoperating 603
04-30-2010|Balance before interest {568,122) (603)|Total 603
- May DFIT Expense ADFIT
IMay Surcharge Amortization 0 Amortization 0 |Operating 0
May Interest (1,724)}interest (603){Nonoperating 603
05-31-2010|Balance before interest .(568,122) (603){Total 603
GL Balance (568,122) 15,157 ADFIT Balance 193,537
Update ERM balance to include Interest (552,965) 193,538
Check (1)

2010 WA deferred power costs.xis

182350 WA ERM DEF BAL

06-04-2010 3:39 PM
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Month of May '10

Deferral Report
Page 12 of 15
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