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BEFORE THE WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION

DOCKET NO. UE-08

EXHIBIT NO. (RLM-2)
RONALD L. MCKENZIE

REPRESENTING AVISTA CORPORATION




Toll Free

Exhibit No. (RLM-2)

A .
~TVISTA
Corp.

ashburn, Executive Secretary

ities and Transportation Commission
7250

WA 98504-7250

Docket No. UE-011595, Monthly Power Cost Deferral Report, December 2007

“Dear Ms. Washbum:

Enclosed are an original and five copies of Avista Corporation’s Power Cost Deferral
Report for the month of December 2007. 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 $479,911. The
year to date difference is $24,826,407 in the surcharge direction, with $16,343,766
being deferred and $8,482,641 being absorbed by the Company.

Actual power supply expense was slightly higher than the authorized level due to
higher fuel and contract power costs that offset hydro generation that was better than
normal. Hydro generation was 28 aMW above the authorized level. Both natural gas
and thermal fuel expense were above the authorized levels. The average market
purchase price was $60.23/MWh and the average market sales price was
$61.10/MWh.

Coyote Springs 2 generated 48 aMW above the authorized level. Other gas fired
resources generated 6 aMW above the authorized level due to economics. Colstrip
and Kettle Falls generated 28 aMW above and 10 aMW below the authorized levels,
respectively. Net transmission expense (transmission expense less transmission
revenue) was above the authorized level. The average price of gas for Coyote Springs
2 was $7.69/dth. Washington retail sales were 80 aMW above the authorized level.

In December 2007 the deferral balance decreased by $2,436,959. The December
deferral amounted to $431,920, interest amounted to $248,130 and amortization
amounted to -$3,117,009. The actual deferral balance at the end of December is $58.5
million. The deferral balance would reach zero in the November-December 2009
timeframe based on the following assumptions:

1. No deferrals beyond December 2007.

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-01 1595, dated June 18,
2002. Interest is applied to the average of the beginning and ending month deferral
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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 2007. If you have any questions, please contact Bill Johnson at
(509) 495-4046 or Ron McKenzie at (509) 495-4320.

Sincerely,

Dty (Jovso

Kelly Norwood A

Vice President State and Federal Regulation
RM

Enclosure -

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

DOCKET NO. UE-011595
POWER COST DEFERRAL REPORT

MONTH OF DECEMBER 2007
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ERM Deferral Balance (Current Year - 2007)
Account 186280.ED.WA

Balance 11/30/07

Deferral

Interest
Balance 12/31/07

Year to date deferrals
Year to date interest
Balance in account

Amount
$16,064,459.00
$431,920.00
68,516.00

$16,564,895.00

$16,343,766.00
221,129.00

$16,564,895.00

Deferral Report
Month of Dec ‘07
Page 2 of 18

Journal ID

481 - WA ERM
481 - WA ERM
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ERM Deferral Balance (Prior year - 2006)
Account 1 86290.ED.WA

Balance 11/30/07

No current month activity

Balance 12/31/07

Deferral Report
Month of Dec '07
Page 3 of 18

Amount - Journal ID
$0.00
0.00 481 - WA ERM
$0.00
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Recoverable Deferral Balance
Account 182350.ED.WA
Balance 11/30/07

Amortization

Interest

Balance 12/31/07

Deferral Report
Month of Dec '07
Page 4 of 18

Amount Journal ID
$44,896,242.65
-3,117,009.00 481 - WA ERM
179,614.00 481 - WA ERM
$41,958,847.65
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ERM Deadband plus Amounts Absorbed
Account 186010.ED.WA

Balance 11/30/07
Current month entry
Balance 12/31/07

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 Dec '07
Page 50f 18

Amount Journal 1D
$8,434,650.00
47,991.00 481-WAERM
$8,482,641.00
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
14,826,407.00 1,482,641.00 13,343,766.00
$24,826,407.00 $8,482,641.00 $16,343,766.00
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Deferral Report
Month of Dec '07 -
Page 6 of 18

186
7

2

R

ERM Deadband Contra Account

Account 186020.ED.WA Amount Journal 1D
Balance 11/30/07 -$8,434,650.00

Current month entry -47,991.00 481 - WA ERM
Balance 12/31/07 -$8,482,641.00
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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

$16,564,895.00
0.00
41,958,847.65

$58,523,742.65
-35%

-$20,483,310
1

-$20,483,309

Deferral Report
Month of Dec '07
Page 70f 18
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Deferral Report

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

Month of Dec '07

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

Page 8 of 18

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 current month charges ti

mes the current after tax interest rate

Actual-costei-debtat 12/31/06-i57-825%— Actual cost of debt at 6/30/07 is 7.843%
Fhe-monthlyrate-ie: 0.00652[BeioreTax _ |The monthly rate is: 0.00653583 Before Tax
00042385 |AfterTax 0.0042483 After Tax
0-35|Fax—+ate 0.35 Tax rate
Account 186280 2007 Interest
12-31-2006 |GL Balance including interest ($68,246.00)
01-31-2007 |GL Balance $68,246.00 |Transfer to 186290
01-31-2007 |GL Balance 0
Jan-07 DFIT Expense ADFIT
Jan-07 |ERM Deferral 0 Deferral 0 {Operating 0
Jan-07 | Interest 0 {interest 0 |Nonoperating 0
01-31-2007 | Balance before interest 0 . 0 [Total 0
Feb-07 DFIT Expense ADFIT
Feb-07 |ERM Deferral 10,299 Deferral 3,605 |Operating (3,605)
Feb-07 |Interest 22 |interest 8 |Nonoperating (8)
02-28-2007 |Balance before interest 10,299 3,613 |Total (3,613)
Mar-07 DFIT Expense ADFIT
Mar-07 |[ERM Deferral (10,299) Deferral (3,605)|Operating 3,605
Mar-07 |Interest 22 |interest 8 |Nonoperating (8)
03-31-2007 |Balance before interest 0 (3,597)|Total 3,597
Apr-07 DFIT Expense ADFIT
Apr-07|ERM Deferral 0 |Deferral 0 |Operating 0
Apr-07 [interest 0 Jinterest 0 |Nonoperating 0
04-30-2007 |Balance before interest 0 0 |Total 0
May-07 |DFIT Expense ADFIT
May-07 |ERM Deferral 0 Deferral 0 |Operating 0
May-07 | Interest 0 |interest 0 |Nonoperating 0
05-31-2007 |Balance before interest 0 0 {Total 0
. Jun-07 DFIT Expense ADFIT
Jun-07 |ERM Deferral 0 Deferral 0 |Operating 0
| Jun-07|interest 0 {interest 0 |Nonoperating 0
06-30-2007 | Balance before interest 0 0 {Total 0
06-30-2007 |GL Balance including interest 44 Jul-07 DFIT Expense ADFIT
Jul-07 |ERM Deferral 1,800,230 |Deferral 630,081 |Operating (630,081)
Jul-07 |Interest 3,824 |interest 1,338 [Nonoperating (1,338)
07-31-2007 |Balance before interest 1,800,274 631,419 |Total (631,419)
: Aug-07 DFIT Expense ADFIT
Aug-07 |ERM Deferral 6,051,878 |Deferral 2,118,157 |Operating (2,118,157)
Aug-07 [Interest 20,503 [interest 7,176 |Nonoperating (7,176)
08-31-2007 |Balance before interest 7,852,152 | 2,125,333 |Total {2,125,333)
Sep-07 DFIT Expense ADFIT
Sep-07|ERM Deferral 498,546 Deferral 174,491 |Operating (174,491)
| SepO7[interest 34,417 Jinterest 12,046 |Nonoperating (12,046)
09-30-2007 | Balance before interest 8,350,698 186,537 |Total {186,537)
Oct-07 DFIT Expense ADFIT
_Oct-07 [ERM Deferral 1,603,327 Deferral 561,164 |Operating (561,164)
Oct-07 |interest 38,882 {interest 13,609 [Nonoperating (13,609)
10-31-2007 |Balance before interest 9,954,025 574,773 |Total (574,773)
Nov-07 DFIT Expense ADFIT
Nov-07 |ERM Deterral 5,957,865 Deferral 2,085,253 |Operating (2,085,253)
Nov-07 [Interest 54,943 [interest 19,230 {Nonoperating (19,230)
11-30-2007 | Balance before interest 15,911,890 2,104,483 |Totat (2,104,483)

GL Balance Activity GL Balance
Net ERM Balance 16,564,895 11-30-07 Dec-07 12-31-07
16,064,459 500,436 | 16,564,895
ADFIT Balance (5,797,713)
2007 WA deferred power costs Order 03.xls 186280 WA ERM CUR YR 01-08-2008 8:11 AM
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Deferral Report

Changes Semiannually on January 1 and July 1 Beginning 71102 | Month of Dec '07
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 caiculation from July through December. Page 9of18
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 current month charges times the current after tax interest rate
Actualcostof debt at-12/31/06i57-826%— Actual cost of debt at 6/30/07 Is 7.843%
Tho-ronthiyrateis: 0-60652|BaforeTax The monthly rate is: 0.00653583 Before Tax
00042385 [AfterFax 0.0042483 After Tax
0-35|Faxrate 0.35 Tax rate
Account 186290 2007 Interest
12-31-2006 |GL Balance including interest 0
01-31-2007 | Transfer from 186280 ($68,246)
01-31-2007 |GL Balance including interest ($68,246) Jan-07 DFIT Expense ADFIT
Jan-07 |Interest {289) jinterest (101){Nonoperating 101
01-31-2007 |Balance before interest (68,246) . (101)|Total 101
Feb-07 DFIT Expense ADFIT
Feb-07 {interest (289)}Interest (101) {Nonoperating 101
02-28-2007 |Balance before interest (68,246) (101)|Total 101
Mar-07 DFIT Expense ADFIT
Mar-07 Deferral 0 |Operating 0
Mar-07 | Interest (289)[interest (101) |Nonoperating 101
03-31-2007 | Balance before interest (68,246) (101)(Total 101
Apr-07 DFIT Expense ADFIT
Apr-07 0 Deferral 0 {Operating 0
Apr-07 |Interest (289)|interest (101)|Nonoperating 101
04-30-2007 |Balance before interest (68,246) (101){Total 101
May-07 DFIT Expense ADFIT
May-07 0 Deferral 0 {Operating 0
May-07 |interest (289)]Interest (101){Nonoperating 101
05-31-2007 |Balance before interest (68,246) (101)|Total 101
Jun-07 DFIT Expense ADFIT
Jun-07 0 Deferral 0 {Operating 0
Jun-07 |Interest (289)]interest (101) [Nonoperating 101
06-30-2007 |Balance before interest (68,246) (101)|Total 101
06-30-2007 | GL Balance including interest (69,980) Jun-07 DFIT Expense ADFIT
06-30-2007 |ERM Transfer to 182350 69,980 Delferral 0 |Operating 0
Jul-07 [Interest 0 ]interest 0 [Nonoperating 0
07-31-2007 |Balance before interest 0 0 |Total 0
Aug-07 DFIT Expense ADFIT
Aug-07 Deferral 0 {Operating 0
Aug-07 [Interest 0 Jinterest 0 {Nonoperating 0
08-31-2007 {Balance before interest 0 0 jTotal 0
Sep-07 DFIT Expense ADFIT
Sep-07 0 Deferral 0 Operating 0
Sep-07 [Interest 0 [interest 0 |Nonoperating 0
09-30-2007 |Balance before interest 0 0 |Total 0
Oct-07 DFIT Expense ADFIT
Oct-07 0 Deferral 0 |Operating 0
Oct-07 [Interest 0 JInterest 0 [Nonoperating 0
10-31-2007 |Balance before interest 0 0 {Total 0
Nov-07 DFIT Expense ADFIT
Nov-07 0 Deferral 0 [Operating 0
Nov-07 |Interest 0 Jinterest 0 |Nonoperating 0
11-30-2007 {Balance before interest 0 0 |Total 0
= - e
alance beforainlerestries ==t
Net ERM Balance 0 GL Balance Activity GL Balance
11-30-07 _Dec-07 12-31-07
ADFIT Balance 0 0 0 0
When WUTC deems 2006 deferred power costs prudent - reclass to 182350 after interest calculation.
Order granting prudency received 6/27/07 |

2007 WA detferred power costs Order 03.xls 186290 WA ERM LAST YR 01-07-2008 2:34 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.

The actual cost of debt calculated at 6/30 will be used for the interest calculation fr
The actual cost of debt calculated at 12/31 will be used for the interest calculation from J

om July through December.

Deferral Report
Month of Dec '07
Page 10 of 18

anuary through June.

Interest will be accrued monthly and compounded semi-annually.

I |

Interest is calculated using the prior month ending balance plus 1/2 month of curr

ent month charges times the current after tax interest rate

Actualcostof-debtat-12/31/06s#-825%- Actual cost of debt at 6/30/07 is 7.843%
The-monthly-rate-is: 0.00652|BeforaTax  |The monthly rate is: 0.00653583 Before Tax
0.0042385 |AfterTax 0.0042483 After Tax
035 |Faxraie 0.35 Tax rate
Account 182350 2007 Interest
12-31-2006|GL Balance including interest 70,227,235 January DFIT Expense ADFIT
January Surcharge Amortization (3,270,611) Amortization (1,144,714)|Operating 1,144,714
January Interest 290,727 |interest 101,754 |Nonoperating (101,754)
01-31-2007 |Balance before interest 66,956,624 (1,042,960)| Total 1,042,960
February DFIT Expense ADFIT
February Surcharge Amortization (3,241,530) Amortization (1,134,536)|Operating 1,134,536
February Interest 276,926 |interest 96,924 |Nonoperating (96,824)
02-28-2007 | Balance before interest 63,715,094 (1,037,612)|Total 1,037,612
March DFIT Expense ADFIT
March Surcharge Amortization (2,627,640) Amortization (919,674)|Operating 919,674
March Interest 264,488 {interest 92,571 |Nonoperating (92,571)
03-31-2007 | Balance before interest 61,087,454 (827,103)|Total 827,103
April DFIT Expense ADFIT
April Surcharge Amortization (2,349,050) Amortization (822,168)|Operating 822,168
April Interest 253,941 ]interest 88,879 |Nonoperating (88,879)
04-30-2007 | Balance before interest 58,738,404 (733,289)|Total 733,289
May DFIT Expense ADFIT
May Surcharge Amortization (2,149,145) Amortization (752,201){Operating 752,201
May Interest 244,408 {interest 85,543 |Nonoperating (85,543)
05-31-2007 | Balance before interest 56,589,259 (666,658) | Total 666,658
June DFIT Expense ADFIT
June Surcharge Amoriization (2,245,643) Amortization (785,975)|Operating 785,975
June Interest 235,094 §interest 82,283 |Nonoperating (82,283)
06-30-2007 |Balance before interest 54,343,616 (703,692){Total 703,692
06-30-2006 | Transfer from 186280 (69,980) :
06-30-2007|GL Balance including interest 55,839,220 July DFIT Expense ADFIT
July Surcharge Amortization ' (2,269,218) Amortization (794,226) |Operating 794,226
July Interest 232,402 |interest 81,341 |Nonoperating (81,341)
07-31-2007 | Balance before interest 53,570,002 (712,885)|Total 712,885
) August DFIT Expense ADFIT
August Surcharge Amortization (2,622,613) Amortization (917,915)|Operating 917,915
August Interest 222,011 Jinterest 77,704 |Nonoperating (77,704)
08-31-2007 |Balance before interest 50,947,389 (840,211)|Total 840,211
September DFIT Expense ADFIT
September Surcharge Amortization (2,413,667) Amortization (844,783) |Operating 844,783
September Iinterest 211,313 |Interest 73,960 {Nonoperating (73,960)
09-30-2007 |Balance before interest 48,533,722 (770,823)|Total 770,823
October DFIT Expense ADFIT
October Surcharge Amortization (2,240,088) Amortization (784,031)|Operating 784,031
October Interest 201,428 Jinterest 70,500 |Nonoperating (70,500)
10-31-2007 | Balance before interest 46,293,634 (713,531) | Total 713,531
November DFIT Expense ADFIT
November Surcharge Amortization (2,455,997) Amortization (859,599)|Operating 859,599
November Interest 191,452 jinterest 67,006 |Nonoperating (67,006)
11-30-2007 |Balance before interest 43,837,637 (792,593)| Total 792,593
December DFIT Expense ADFIT
December _ |Surcharge Amortization (3,117,009) Amortization (1,090,953)|Operating 1,090,953
December Interest 179,614 Jinterest 62,865 |Nonoperating (62,865)
12-31-2007 |Balance before interest 40,720,628 (1,028,088) | Total 1,028,088
GL Balance Activity GL Balance
11-30-2007 Dec-07 12-31-2007
Net ERM Balance 41,958,848 44,896,243 (2,937,395)| 41,958,848
ADFIT Balance (14,685,597)
2007 WA deferred power costs Order 03.xIs 182350 WA ERM DEF BAL 01-07-2008 2:34 PM
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Tax Rate 35% DJ481LTD DJ481LTD DJ481 LTD DJ481 CU RMOJ
283280 283280 283280 283280 283280 2B3280 283280
DJ481 BEGINNING ADEIT ADFIT ADFIT BALANCE FORALL ENDING
BALANCE 182350 186280 186280 COMPONENTS| ACCOUNTS BALANCE
12-31-2006 (25,510,633)| (24,579,532) 23,886 0 (24,555,646) 954,987 | (24,555,646)
01-31-2007 (24,555,646)|  (23,536,573) 0 23,987 (23,512,586) 1,043,060 | (23,512,586)
02-28-2007 (23,512,585)| (22,498,961) (3,612) 24,088 (22,478,485} 1,034,100 | (22,478,485)
03-31-2007 (22,478,485)| (21,671,858) (15) 24,190 (21,647,683) 830,802 | (21,647,683)
04-30-2007 (21,647,684)|  (20,938,570) (15) 24,291 (20,914,294) 733,390 | (20,914,294)
05-31-2007 (20,914,294)| (20,271,912) (15) 24,392 (20,247,535) 666,759 | (20,247,535)
06-30-2007 (20,247,535)|  (19,568,220) {15) 24,493 (19,543,742) 703,793 | (19,543,742)
07-31-2007 (19,543,742)] (1 8,830,841) (631,434) 0 (19,462,275) 81,467 | (19,462,275)
08-31-2007 (19,462,276)| (17,990,631 ) (2,756,768) 0 (20,747,399)] (1,285,1 23){ (20,747,399)
09-30-2007 (20,747,398)|  (17,219,807) {2,943,305) 0 (20,163,112) 584,286 | (20,163,112)
10-31-2007 (20,163,112)|  (16,506,276) (3,518,078) 0 (20,024,354) 138,758 | (20,024,354)
11-30-2007 (20,024,354)|  (15,713,685) (5,622,561) 0 (21,336,246)| (1,311,892) (21,336,246)
12-31-2007 (21,336,244)} (1 4,685,597)| (5,797,713) 0 (20,483,310) 852,935 | (20,483,309)
ADFIT Interest
410100 410200 283280 182350 186280 186290 419600
01-31-2007 182350 (1,144,714)| 101,754 1,042,960 290,727 0 (289) (290,438)
186280 0 0 0
186290 0 (101) 101
Total (1,144,714)] 101,653 1,043,061
02-28-2007 182350| (1,134,536} 96,924 1,037,612 276,926 22 (289) (276,659)
186280 3,605 8 (3,613)
186290 0 (101) 101
Total (1,130,931) 96,831 1,034,100
03-31-2007 182350 (919,674) 92,571 827,103 264,488 22 (289) (264,221)
186280 (3,605) 8 3,597
186290 0 (101) 101
Total (923,279) 92,478 830,801
04-30-2007 182350 (822,168) 88,879 253,941 0 (289) (253,652)
186280 0 0
186290 0 (101)
Total (822,168) 88,778
05-31-2007 182350 (752,201} 85,543 244,408 0 (289) (244,119)
186280 0 0
186290 0 (101)
Total (752,201) 85,442
06-30-2007 182350 (785,975) 82,283 235,094 0 (289) (234,805)
186280 0 0
186290 0 (101)
Total (785,975) 82,182 703,793
07-31-2007 182350 (794,226) 81,341 712,885 - 232,402 3,824 0 (236,226)
186280 630,081 1,338 (631,419)
186290 0 0 0
Total (164,145) 82,679 81,466
08-31-2007 182350 (917,915) 77,704 840,211 222,011 20,503 0 (242,514)
186280 2,118,157 7,176 (2,125,333)
186290 0 0 0
Total 1,200,242 84,880 (1,285,122) .
09-30-2007 182350 (844,783) 73,960 770,823 . 211,313 34,417 0 (245,730)
186280 174,491 12,046 (186,537)
186290 0 0
Total (670,292) 86,006
10-31-2007 182350 (784,031) 70,500 201,428 38,882 0 (240,310)
186280 561,164 13,609
186290 0 0 :
Total (222,867) 84,108 138,758 °
11-30-2007 182350 (859,599) 67,006 792,593 ; 191,452 54,943 0 (246,395)
186280 2,085,253 19,230 (2,104,483)
186290 0 0 0 %
Total 1,225,654 86,236 (1,311,890) =
| 12-31-2007 182350| (1,090,853) 62,865 1,028,088 179,614 68,516 0 (248,130)
186280 151,172 23,981 (175,153)
186290 0 0 o
Total (939,781) 86,846 852,935 .-
Recon: Total interest 2007 2,775,069
Calc non op DFIT 2007 971,274
Total 410200 2007 971,274

2007 WA deferred power costs Order 03.xls

Interest and DFIT Summary

Deferral Report

Month of Dec '07

Page 11 of 18

01-08-2008 8:20 AM
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Deferral Report

Month of Dec '07
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for Accounting Period : 200712, State Code : WA

Electric Revenue Report by Revenue Class

Current Month and Year-to-Date

Accounting Period 200712

‘St Code . WA

Deferral Report
Month of Dec '07
Page 14 0f 18

Mot Ussgel, | Revenie Amy | YTD Avg Meters - "Y1d Usagg

?—é I aediat B HE L B
231,078 | 527,494,055 36,918,432 28,739 5,482,502,967 373,946,530
231,078 | 527,494,055 36,918,432 228,739 5,482,502,967 373,946,530

Rev_RateSch_CM_YTD_RMc
03-JAN-08 07.56.42 AM
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