. Avista Corp. A“!=

1411 East Mission P.O. Box 3727 ~IVISTA

Spokane. Washington 99220-3727 Cor,
Telephone 509-489-0500 p-
Toll Free 800-727-9170

June 13, 2011

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

Olympia, WA 98504-7250

Dear Mr. Danner:

6%:8 KV S1KNAr 102

Enclosed are an original and five copies of Avista Corporation’s Power Cost Deferral
Report for the month of May 2011. 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 $1,437,679. The year-to-
date difference is $7,921,600 in the rebate direction. A deferral of $1,078,259 was
recorded in the surcharge direction. The year-to-date deferral balance is $2,941,200
in the rebate direction, which represents 75% of the amount above the $4 M
deadband.

Actual power supply expense was higher than the authorized level due primarily
to low market power prices. Avista is normally a wholesale power seller in May
because of surplus hydroelectric generation. The low power prices this May
reduced wholesale revenue. The average actual wholesale power sales rate was
$14.08/MWh compared to an authorized rate of $25.94/MWh. Hydro generation
was 41 aMW above the authorized level.

Colstrip and Kettle Falls generation was 41 below and 43 aMW above the
authorized levels, respectively. Gas-fired generation was 37 aMW below the
authorized level. The net transmission expense (transmission expense less
transmission revenue) was above the authorized level. Washington retail sales
were 11 aMW above the authorized level.

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 S of the January 2011 report shows the calculation
of the weighted cost of debt at December 31, 2010, which will be used for the
January-June 2011 period.



There were no forward long-term contracts of one year or longer entered into in the
month of May 2011. If you have any questions, please contact Bill Johnson at (509)
495-4046 or Ron McKenzie at (509) 495-4320.

Sincerely,
Ttly ) rserd
Kelly Norwood
Vice President State and Federal Regulation
RM
Enclosure

C: Mary Kimball, S. Bradley Van Cleve
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1,221,123.00

-2,106,892.00 |

Summary Balances

ERM Deferral Balance (Current Year - 2011)

Account 186280.ED.WA Amount Journal ID
Balance 4/30/11 -$4,037,508.00
Deferral 1,078,259.00 481 - WA ERM
Interest -10,583.00 481 - WA ERM
Balance 5/31/11 -$2,969,832.00
Year to date deferrals -$2,941,200.00
Year to date interest -28,632.00

Balance in account -$2,969,832.00

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 75% -3,921,600.00 -980,400.00 -2,941,200.00
Over $10,000,000 at 10% 0.00 0.00 0.00

Total -$7,921,600.00 -$4,980,400.00 -$2,941,200.00
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PTD Converted]| = __YTD Converted

1

ERM Deferral Balance (Prior year - 2010)

Account 186290.ED.WA Amount Journal ID
Balance 4/30/11 $0.00
Interest 0.00 481 -WAERM

Balance 5/31/11 $0.00
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Recoverable Deferral Balance

Account 182350.ED.WA Amount ‘ Journal ID
Balance 4/30/11 $0.00
Interest ' 0.00 481 -WAERM

Balance 5/31/11 $0.00
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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

-$2,969,832.00
0.00
0.00

-$2,969,832.00
-35%

$1,039,441
1

$1,039,442




Changes Semiannually on January 1 and July 1

|

The rate is based on Avista's actual cost of debt, updated semiannualiy.
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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 time:

Account 186280

5

s the current after tax intere

0
January DFIT Expense ADFIT
January ERM Deferral 0 Deferral 0 |Operating 0
January Interest 0 Jinterest 0 |Nonoperating 0
1/31/2011|Balance before interest 0 0 |Total 0
February DFIT Expense ADFIT
February ERM Deferral (1,226,791) Deferral (429,377)|Operating 429,377
February Interest (1,865)]interest (653)|Nonoperating 653
2/28/2011 |Balance before interest (1,226,791) (430,030){Total 430,030
March DFIT Expense ADFIT
March ERM Defeiral (1,472,267) Deferral (515,293) |Operating 515,293
March Interest (5,969)]Interest (2,089) {Nonoperating 2,089
3/31/2011 {Balance before interest (2,699,058) (517,382)|Total 517,382
April DFIT ense ADFIT
April ERM Deferral (1,320,401) Deferral (462,140) | Operating 462,140
April Interest (10,215)}Interest (3,575)|Nonoperating 3,575
4/30/2011|Balance before interest (4,019,459) (465,715)| Total 465,715
May DFIT Expense ADFIT
May ERM Deferral 1,078,259 Deferral 377,391 |Operating (377,391)
May Interest (10,583)}interest (3,704) {Nonoperating 3,704
5/31/2011 |Balance before interest (2,941,200) 373,687 |Total (373,687)

2011 DJ481 WA ERM.xIsx

186280 WA ERM DEF

6/6/2011 3:34 PM
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