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A pre-hearing conference in the above matter
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206, O ynpia, Washington, before Adm nistrative Law
Judge KAREN CAI LLE.

The parties were present as follows:

THE COWM SSI ON, by DONALD T. TROTTER, Seni or
Assi stant Attorney General, 1400 South Evergreen Park
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dtrotter @utc. wa. gov.

AVI STA CORPORATI ON, by DAVID J. MEYER,
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by MATTHEW PERKI NS, Attorney at Law, Davison Van Cl eve,
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E-Mail mail @vcl aw. com

Joan E. Kinn, CCR, RPR
Court Reporter
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THE PUBLI C, by ROBERT W CROWELL, JR.,
Assi stant Attorney General, 900 Fourth Avenue, Suite
2000, Seattle, Washington, 98164-1012, Tel ephone (206)
464- 6595, Fax (206) 389-2058, E-Muil
robertcl@tg. wa. gov.

CI TI ZENS UTI LI TY ALLI ANCE AND SPOKANE
NEI GHBORHOOD ACTI ON PROGRAM via bridge |ine by DON
ANDRE and JOHN O ROURKE, 212 West Second Avenue, Suite
100, Spokane, Washi ngton 99201, Tel ephone (509)
744-3370, Fax (509) 744-3374, E-Mi
o' rour ke@napwa. or g.
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PROCEEDI NGS

JUDGE CAI LLE: Good afternoon, we are here
for a pre-hearing conference that has been schedul ed
pursuant to a notice dated November 26th. This
pre-hearing conference is being held in O ynpia,

Washi ngton at the Conmm ssion's headquarters in one of
their hearing roons. M nane is Karen Caille, and I am
the Adm nistrative Law Judge assigned to this

pr oceedi ng.

The pre-hearing conference for today was
intended to mark exhibits and cross exhibits and take
care of any other procedural matters we woul d have
bef ore our hearings began on Monday, Decenber 15th, but
the parties have, three of the four parties have reached
a settlenent stipulation, and we are now in a settlenent
node. So what we are going to be discussing this
afternoon is the process for the settlement hearing on
Monday, and then we'll go to taking care of the exhibits
and any ot her housekeeping nmatters.

So let's begin with appearances, and we'l
begin with you, M. Meyer.

MR. MEYER If | might do the short form of
appear ance?

JUDGE CAILLE: Sure.

MR, MEYER: David Meyer for Avista.
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MR. PERKINS: Matt Perkins here for the
I ndustrial Customers Northwest Uilities.

JUDGE CAI LLE: Thank you.

MR. CROWELL: Robert Crommell on behal f of
Public Counsel. | do not know whether M. Andre or
M. O Rourke m ght be on the bridge |ine for SNAP and
CUA.

JUDGE CAILLE: Is there anyone on the bridge
line?

Maybe | shoul d make sure that the bridge line
is on.

(Di scussion off the record.)

JUDGE CAILLE: M. Trotter.

MR, TROTTER: Thank you, |'m Donald T.
Trotter, Assistant Attorney General for the Commi ssion.

JUDGE CAILLE: All right, the signing parties
to the settlenment are Avista, |ICNU, and Conmi ssion
Staff, and those parties have submitted a settl enment
stipulation which the Conmi ssion will review with
Wi t nesses on Monday, Decenber 15th. Perhaps since |
have recently talked with Public Counsel about the
agreed process by the parties, would you m nd,
M. Crommel |, just putting that on the record for us.

MR. CROWELL: Not at all. Your Honor, after

the settlenent stipulation was filed by M. Trotter, |
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believe it was Wednesday the 10th, | contacted --

(Bridge interruption.)

JUDGE CAILLE: Hello, you are at the Avista
ERM pr e- heari ng conference.

MR. ANDRE: Yes, good.

JUDGE CAILLE: Who is on the line, please?

MR. ANDRE: This is Don Andre and John
O Rour ke.

JUDCGE CAILLE: Thank you. Do you want to
enter your appearance?

MR, ANDRE: Yes.

JUDGE CAILLE: Okay, if you will just state
your name and whom you represent.

MR. ANDRE: Don Andre, Spokane Nei ghborhood
Action Program

JUDGE CAILLE: And M. is it O Rourke?

MR. O ROURKE: Yeah, John O Rourke, Citizens
Utility Alliance of Washington

JUDGE CAI LLE: Thank you.

Al right, go ahead, M. Cromnell.

MR, CROWELL: Thank you, Your Honor. As |
said, Thursday | contacted the respective settling
parties, of whom Public Counsel was not a nenber, as
wel | as contacting SNAP/ CUA, and proposed that for

ef ficiency we mght focus the Conmi ssion's review of the
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settlenent, and by doing so we would enable this

Conmi ssion to make a determ nation of whether it
believes the settlenent is in the public interest. |If
thereafter it found that it was not or was not in whole,
then the parties could go back to a |litigated proceedi ng
and we would bring the case before you.

But at this point intine, it's ny
understanding that all the parties have agreed to the
following three principles. First, that we would
stipulate into the record the pre-filed testinony and
exhibits of the witnesses which have been already filed
with the Comr ssion previously as well as any exhibits
identified today. | believe | have maybe a dozen or a
few nore that | have proffered. | don't believe any
ot her party has proffered any exhibits. W would also
wai ve cross-exam nation of our respective w tnesses for
purposes of the settlenment hearing only. A consequence
of that, of course, would be that Ms. Elder would not be
brought up fromCalifornia to testify. And then finally
Publi ¢ Counsel as well as SNAP and CUA would orally
present their objections to the Comr ssion at the
settlenent review hearing on Monday.

If the Conm ssion wanted a filing of sone
sort before then, we could attenpt to do so, or

certainly if the Comm ssion requested briefing after the
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hearing, we could certainly accompdate that as
requested, but we wouldn't be proposing it at this tine.
Those were the three concepts that | had shared with the
other parties, and it's ny understanding that we had a
consensus on that.

JUDGE CAILLE: M. Meyer.

MR, MEYER: It is, but | think also in your
comuni cation with the other parties, and I would like
this clarified, you indicated in your E-mail to us that
fromyour perspective, M. Cromnell, if the settlenent
is approved, we are done with the docket. And if the
settlenent is not approved or partially approved, the
case reverts to litigation depending on the parties
respective positions on the orders. [Is that your
position?

MR, CROWELL: That is my position, although
I don't believe under ER 408 it's appropriate for ne to
conment on conmuni cations that mght have occurred in
the context of settlenent discussions, but that is the
position that we're taking and | think was the principle
by which the three concepts that | have outlined cane
forward. It was that obviously the Commi ssion has a
non- unani nous settlenment before it in this matter.
think it's in everyone's interests as well as the

ef ficiency of the Comm ssion's own operations for the
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Commi ssion to deternmi ne whether it's going to adopt that
settlenent. |f it chooses not to adopt that settlenent
or to only adopt it in part, then the respective parties
are going to need to determine their position. It may
be that we're back to square one as we were recently in
another matter, and we set it to litigation, we go
forward on that track, or alternatively the Com ssion
accepts the settlenent and that resolves the matter

JUDGE CAILLE: M. Crommell, there's no need
to file anything witten, but the Commi ssion, of course,
will want to hear your objections on Monday, and ny
understanding i s your objections are going to be to the
settlenent in total

MR. CROWELL: Correct.

JUDGE CAILLE: So did | hear from everyone
that wanted to be heard from about the procedure, agreed
procedure?

Do you have anything, M. Trotter?

MR, TROTTER: Thank you, Your Honor. Just in
terms of waiving cross of the witnesses, just as
clarification, | assume that meant that the w tnesses
woul d not be subject to cross on their testinony, but
obvi ously there would be questions and answers rel ated
to the settlenent stipulation, and we would intend to

provi de M. Buckley to respond on behalf of Conmm ssion
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Staff to any questions that the Comm ssioners have about
that with respect to the Staff's view of the settlenent.

JUDGE CAILLE: Thank you, that's what we were
expecting.

MR, CROWELL: That was my assunption as
wel I, Your Honor.

JUDGE CAILLE: So just so | -- let ne just
clarify something you said, M. Trotter. So will the
parties be cross examning at all on the settlenent?

MR, TROTTER: | will have no questions of any
Wi t ness perhaps other than clarification of another
guestion that sonmeone asks regarding the settlenent, but
I don't intend to cross exam ne the conpany w tnesses or
any witness for ICNU on the settlenent.

MR. MEYER  Sanme holds true with us.

JUDGE CAILLE: Okay. So essentially what we
need are a panel of witnesses for the Conm ssioners to
don't want to say cross exam ne but | guess that's what
they woul d be doing on the settlenent.

M. Meyer, were you intending to bring
everyone with you?

MR. MEYER. We will have -- | don't know that
we're going to bring all four or five of our w tnesses.
W were going to make M. Norwood avail able as the

sponsor for the conpany of the settlenent. W nay have
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1 one or two others in attendance who had ot herw se

2 provi ded technical testinmony in the case.

3 JUDGE CAILLE: And will M. Schoenbeck be
4 here?
5 MR. PERKINS: Yes, we intend to make

6 M. Schoenbeck avail abl e.

7 JUDGE CAILLE: And M. Buckl ey.

8 As far as further process, do the parties

9 want to present the settlement first and then have

10 Publi ¢ Counsel state the objections, or shall we go with
11 Publ i c Counsel first?

12 MR, MEYER: | think my preference would be to
13 have Public Counsel go first, and that would allow to

14 the extent that there is sonme followup that the

15 Conmi ssion wants to pursue with the panel of witnesses,
16 gi ven what conments may have been nade, they can do

17 t hat .

18 MR. CROWELL: M expectation was that

19 M. Trotter would be presenting the settlenent as he

20 typically does on behalf of Staff, and then | would

21 respond to that.

22 JUDGE CAILLE: I'mjust trying to think of

23 the nost efficient way to handle this, and that was one
24 of the things that we discussed.

25 MR, TROTTER: Yes, typically, | shouldn't say
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typically because it's done many different ways, but if
t he Commi ssion wants an overvi ew of the settlenent, |
think in this particular one it's fairly straightforward
in terms of specific nunber of issues, a specific
resolution of those issues, so I'mnot sure it's that --
that it requires extensive introduction, | would be
happy to do that if it's necessary. Oherwi se, it does
make sense, | mean whether the other parties go first,
Publ i ¢ Counsel and then other parties have a chance to
respond doesn't matter so nmuch to ne. Just
efficiencywise it probably nmakes sense for Public
Counsel to state its objections and SNAP and CUA to
state their objections, and then that will tend to focus
per haps sone of the questioning later. But whether it's
done in that way or a rebuttal kind of way doesn't
matter to ne.

JUDGE CAILLE: Okay. As an aside, M. Andre
and M. O Rourke, were you going to participate on
Monday in this, or is Public Counsel your spokesperson?

MR, ANDRE: We're still considering that, we
haven't deci ded.

JUDGE CAILLE: Well, | think that the
Commi ssi oners have a pretty good idea of the settlenent
in terms of the settlenent, so why don't we go with a

hearing from Public Counsel and SNAP and CUA first, and
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then we'll have a panel of wi tnesses to be questioned if
for whatever reason the Conmm ssion m ght need to.
I have a question about an exhibit,

M. Meyer, M. MKenzie's confidential exhibits. You

will find that on page 5, and it's RLMCI. | don't have
a description for that exhibit, and | just wasn't sure
how to describe it, because | don't know, |'m not sure

if it's the same as RLM1 or in addition to, so naybe we
could go off the record for a mnute.

(Di scussion off the record.)

JUDGE CAI LLE: Does everyone el se understand
that that was just a continuation of the -- I'mthe only
one who didn't understand | guess. So on
M. MKenzie's, on page 5 of the exhibit list, there's
RLM1 and RLM1C. Maybe | will just put the pages in
there, and that way it will explain itself. 1'm
thinking that I1'mgoing to give that a separate exhibit
nunber, however, since in other areas where we have
redacted and confidential, |I'mgiving themthe sane
exhi bit number except -- well, | guess, yeah, because
this isn't exactly the sanme, it's a continuation.

MR. MEYER: Yeah.

JUDGE CAILLE: Al right. GCkay, | amready
to begin marking exhibits. |Is there anything before we

begin that process that parties need to discuss?
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Ckay, you shoul d have before you this exhibit
list that is a draft exhibit list. As soon as we get
these marked, | will get an electronic copy to you. And
the only cross exhibits that we have are cross exhibits
fromPublic Counsel for M. Storro, so you will find
after page 2 those cross exhibits in your packet.

So let's begin with M. Norwood. Then the
first exhibit will be T1, second T2, and third exhibit
is 3, and that covers M. Norwood's direct and rebutta
testi mony and one exhibit.

Then for M. Storro |I'mjust going to go
ahead with the numbering straight, so T4, will be T4, 5,
6, 7, 8 and C9, so T4 through C9 are the direct,
rebuttal, supplenental rebuttal of M. Storro.

MR. TROTTER: Excuse me, Your Honor, there
was | think RLS-4.

JUDGE CAILLE: Onh, thank you, 10, yes, thank
you. So let nme correct that for the record, T4 through
10 are the direct, rebuttal, and supplenental exhibits
for M. Storro.

Then we begin with the cross-exani nation
exhibits for M. Storro, this is Public Counsel's
cross-exam nation exhibits, and let's begin the marking
with 11, so did everyone cone out with 25 at the bottonf?

So exhibits 11 through 25 are Public Counsel's
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cross-exam nation exhibits for M. Storro.

For M. Carlberg, 26, 27, so T26 through C28
will be the direct testinony and exhibits of
M. Carl berg.

T29 is the direct testinony of M. Johnson.

T30 through C32 are the direct testinony and
exhibits for M. Ronald MKenzie.

Begi nning with TC33 through Exhibit Number
48, those are the testinony and suppl emental testinony
and exhibits of Catherine M Elder.

TC49 through 55 are the testinmony and
exhi bits of Donal d Schoenbeck.

And T56 through 59 are the testinony and
exhi bits of M. Buckley.

| just thought of something. |If you will
return to Public Counsel's cross-exam nation exhibits,
that's the third page in your packet, the last exhibit
is a confidential exhibit. The one DR-180 is a
confidential exhibit. I'mstarting fromthe bottom
wor ki ng up. And DR-179. So that would be C22, C23, and
C25.

MR. CROWELL: Your Honor, | was going to say
I think C19 and C21 woul d be the sanme designation
according to your system

JUDGE CAILLE: Onh, Cl19 and C21 are the sane?
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MR, CROWELL: Well, they're also Cs, as is
12 up at the top, the one that's a CD-ROM as wel |l as
paper docunents.

JUDGE CAILLE: Al right, so |l will recap
this for everyone. There are a few that didn't have the
confidential designation, and then there were sone that
did, so here are the ones that -- here's everything. It
woul d be C12, C 19, C21, C22, C23, and C25.

Now | did have, as | said, as soon as this is
over | will get to work on an electronic copy of this so
that it's all nice and pretty and ready for Monday.
do have a question about a couple. Does anyone have any
objection to M. Crommel|'s proposal to subnmit the
CD-ROM well, it was the excerpts that | thought |
shoul d get everyone's buyoff on.

Whi ch exhibits were those, M. Crommel | ?

MR. CROWELL: Your Honor, | believe it's
what has been marked as C21.

JUDGE CAILLE: C21

MR. CROWELL: And | believe there's one
ot her one where we have only included an excerpt, and
don't think it's marked on this list. Let ne |ook. |
think it is C25. For the record, w thout describing the
contents thereof, what has been marked as C21 | believe

is a one nonth excerpt of the records that Avista
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produced in response to that data request. C25
simlarly is, let ne just make sure it's one day, |
believe it is one day. It is one day's excerpt from
believe what is colloquially called the deal tickets
that were produced in response to | CNU Data Request 2. 1.
The reason for excerpting those was that the actua
docunents are vol um nous, and we felt for purposes of
t he Conmi ssioners' review and the record in the
proceedi ng, a representative exanple would be good for
the record to have. The issue with C12 which | believe
conprises both printed docunents as well as a CD ROM
there was a suppl enental response that was al so
produced, again that was vol um nous and was produced in
di scovery on a CD-ROM originally. W have subnmitted to
the Commi ssion a copy of the CD-ROM we received fromthe
conpany under the assunption that one versus seven
copies of that would be sufficient. |Is that a
sufficient description?

JUDGE CAILLE: Yes, it is, thank you.

As far as | can tell, fromthe Conm ssion's
perspective the Comi ssion doesn't have a problemwith
t he excerpts. |If the Conmmi ssion does, then they can ask
for a conplete set.

Is there anything fromany of the parties?

MR, MEYER: W don't object.
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JUDGE CAI LLE: Okay.

MR, CROWELL: Your Honor, | suppose while
we're on it, we could nove all the exhibits.

JUDGE CAILLE: Into evidence.

MR, CROWELL: And just have that done on the
record.

JUDGE CAILLE: Al right, why don't we do
t hat .

Shall | just read it in, or do you each want
to offer your own?

MR, MEYER. Can we just say as nmarked on the
record?

JUDGE CAILLE: All right.

MR, MEYER:. W don't object to the adm ssion
of the exhibits as marked on the record.

JUDGE CAI LLE: Okay.

MR TROTTER  Sane.

MR. CROWELL: Public Counsel has no
objection to any of the exhibits marked on the record.

MR, PERKINS: | CNU has no objection.

JUDGE CAILLE: M. O Rourke and M. Andre?

MR. ANDRE: This is Don Andre, Spokane
Nei ghbor hood Action Program has no objection to the
admi ssion of the exhibits on the record.

JUDGE CAILLE: And M. O Rourke?
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MR O ROURKE: Citizens Uility Alliance has
no obj ecti ons.

JUDGE CAI LLE: Thank you.

(Exhibits Tl through 59 adnmitted.)

JUDGE CAILLE: All right, is there anything
further from anyone?

MR. MEYER: Not from us.

JUDGE CAILLE: All right.

Anything from M. O Rourke or M. Andre?

MR, ANDRE: No.

JUDGE CAILLE: Al right, thank you everyone,
and 1: 30 on Monday.

(Hearing adjourned at 2:00 p.m)
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C12

EXHI BI T LI ST

KELLY O. NORWOCD
(KON-T) Direct Testinony filed June 23, 2003.
(KON-T) Rebuttal Testinony filed Septenber 18,
2003.
(KON-1) Docket No. UE-011595, pages 14-16 of
the Fifth Suppl enental Order and pages 4-8 of

the Settlement Stipulation.

RI CHARD L. STORRO
(RLS-T) Direct Testinony filed June 23, 2003.
(RLS-T) Rebuttal Testinmony filed Septenber 18,
2003.
(RLS-T) Supplenmental Rebuttal Testinmony filed
Decenber 8, 2003.
(RLS-1) Natural Gas Sal e Benefit Exanple.
(RLS-2) Summary of Fixed Priced Gas Sal es,
July 2002-Dec 2002.
(RLS-3C) Confidential Ex. Position Report.
(RLS-4) Natural Gas Sales Timng Analysis
Publ i ¢ Counsel Cross Exhibits.
Avi sta Response to PC DR 157.

Confidential --Avista Response to PC DR 170C

[ CD- ROM .
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1 13 Avi sta Response to PC DR 172.

2 14 Avi sta Response to PC DR 173.

3 15 Avi sta Response to PC DR 174.

4 16 Avi sta Response to PC DR 176.

5 17 Avi sta Response to PC DR 177.

6 18 Avi sta Response to PC DR 178.

7 C19 Confidential --Avi sta Response to PC DR 182C.

8 20 Avi sta Response to PC DR 184.

9 c21 Confidential --Avista Response to WJTC DR 178C
10 (representative excerpt only) (one nonth
11 excerpt of records).
12 c22 Confidential --Avi sta Response to WJTC DR 179.
13 c23 Confidential --Avi sta Response to WJTC DR 180.
14 24 Avi sta Response to WJUTC DR 181.
15 C25 Confidential--Avista's Response to ICNU DR 2.1
16 (representative excerpt only) (one day excerpt
17 of deal tickets).
18
19 TI MOTHY J. CARLBERG
20 T26 (TJC-T) Direct Testinony filed June 23, 2003.
21 27 (TJC- 1) Manufacturer GSU Transformer List.
22 c28 (TJC-2C) Confidential Ex. Coyote Springs 2
23 GSU Al ternati ves.
24

25
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T29

T30

31

TC33

T34

TC35

T36

37

38

39

WLLIAM G JOHNSON

(WEJ-T) Direct Testinony filed June 23, 2003.

RONALD L. MCKENZI E
(RLMT) Direct Testinony filed June 23, 2003.
(RLM -1) Monthly reports July through Decenber
2002 and copy of Conmpany's Annual Filing to
Revi ew Deferrals, pp. 1-131 of 157.

(RLM C1) Confidential Ex. pp. 132-157.

CATHERI NE M ELDER
(CME- 1TC) Confidential Testinony filed August
25, 2003.
(CME 1T) Redacted Version of Testinmony filed
August 25, 2003.
(CME- STC) Confidential Supplenental Testinony
filed Decenber 3, 2003.
(CME- ST) Redacted Version of Suppl enment al
Testinmony filed Decenber 3, 2003.
(CME-2) CurriculumVitae.
(CME-3) Matrix of Gas Sal es during Avista ERM
Period July 2002 - Decenber 2002 (From Ex
RLS-2).
(CME- 4) Avista response to Public Counsel DR

164.
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40

1

42

43

44

45

47

48

TC49

(CME-5) Avista response to Public Counsel DR
169.

(CME-6C) Confidential Ex. - Avista Forward Gas
Sal es and Wei ghted Average Market | ndex Heat
Rate (M HR).

(CME-7) Avista Response to Public Counsel DR
167.

(CME-8) Avista Response to Public Counsel DR
168.

(CME-9) Avista Response to Public Counsel DR
158.

(CME- 10) Avista Response to Public Counsel DR
159.

(CME-11C) Confidential Ex. - Analysis of
Potential Savings Resulting fromthe
Availability of Coyote Springs Il during the
2002 ERM Revi ew Peri od.

(CME-12) Avista Response to Public Counsel DR
170.

(CME- 13) Avista Response to Public Counsel DR

180.

DONALD W SCHOENBECK
(DWs-T) Confidential Testinony filed August

25, 20083.
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T50

51

52

53

54

55

T56

57

58

(DWs-T) Redacted Version of August 25, 2003
testi nony.

(DW5-1) CurriculumVitae.

(DW5-2) ERM - WA Jurisdiction; Actual vs

Aut hori zed Net Expenses, Load and Generati on,
July 2002 - Decenber 2002 Renpbve Enron
Buy-out and Coyote Springs 2 Credit.

(DW5-3) ERM - WA Jurisdiction; Actual vs

Aut hori zed Net Expenses, Load and Cenerati on,
July 2002 - Decenber 2002 Renpbve Enron

Buy- out .

(DWs-4) Avista - Coyote springs Gas Sal es
Anal ysis, Forward vs Spot Market Val uation.
(DWs-5) ERM - WA Jurisdiction; Actual vs

Aut hori zed Net Expenses, Load and Cenerati on,
July 2002 - Decenber 2002 | CNU Coyote Springs

2 Credit.

ALAN P. BUCKLEY
(APB- 1T) Testinony filed August 25, 2003.
(APB-2) Avista Monthly Gas Sales - March 2002
t hrough Oct ober 2003.
(APB-3) Operating Costs of Coyote Springs |1
Included in rates for total system and WA

jurisdiction.
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1 59 Revi sed (APB-4) Sunmary of Gas Sal es vs.
2 El ectric Sales with Coyote Springs |1
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