Avista Corp.
1411 EastMission PO Box3727
Spokane, Washington 99220-3727 A

Telephone ~509-489-0500 ~gviISTA

TollFree  800-727-9170

December 8, 2005

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-011595, Monthly Power Cost Deferral Report
For the Month of November 2005

J—

Dear Ms. Washburn:

Enclosed are an original and five copies of Avista Corporation’s Power Cost Deferral
Report for the month of November 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 $67,953. However, no
deferral entry was recorded as the entire amount was applied toward the $9 million
deadband for 2005. The deadband has a balance at the end of November in the
surcharge direction of $4,803,235.

Actual power supply expenses were slightly higher than the authorized level.
Hydro generation was 12 aMW below the authorized levels. Coyote Springs 2
generated 75 aMW above the authorized level due primarily to the acquisition of
the second half of the plant. The average market purchase price was $67.34/MWh
compared to an authorized rate of $32.20/MWh. The average market sales price
was $69.14/MWh compared to an authorized sales price of $30.85/MWh.

Colstrip generated 12 aMW above the authorized level, and Kettle Falls generated
28 aMW above the authorized level. Due to economics gas fueled plants other
than Coyote Springs 2 generated 15 aMW below the authorized level. Thermal
fuel and natural gas fuel expense were both above the authorized level.
Washington retail sales were 43 aMW above the authorized level.

Enclosed are two forward long-term power contracts that contain confidential,
market-sensitive information. Avista and the counter-parties to the agreements might
be directly affected by disclosure of the confidential information. The first page of
each contract and the pages containing confidential information have been marked



with the designation “confidential per WAC 480-07-160.” The unredacted versions
are being filed under seal. Six copies of the unredacted versions are being submitted
in sealed envelopes, copied on yellow paper and identified as “Confidential
Attachment A” and “Confidential Attachment B.” Six copies of redacted versions are
also being submitted in sealed envelopes.

If you have any questions, please contact Bill Johnson at (509) 495-4046 or Ron
McKenzie at (509) 495-4320.

Sincerely, .
%% /l/m wrrd

Kelly Norwood
Vice President State and Federal Regulation

RM
Enclosure

C: Mary Kimball
S. Bradley Van Cleve
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=+ Summary Balances ™ o

ERM Deferral Balance (Current Year - 2005)
Account 186280.ED.WA

Balance 10/31/05

No current month entry

Amount
$0.00

Journal ID

0.00 481 - WA ERM

Balance 11/30/05

$0.00
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. Summary Balances .

ERM Deferral Balance (Prior year - 2004)
Account 186290.ED.WA

Balance 10/31/05

No current month entry

Balance 11/30/05

Amount Journal 1D
$0.00

0.00 481 - WA ERM

$0.00
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Recoverable Deferral Balance
Account 182350.ED.WA
Balance 10/31/05

Amortization

Interest

Balance 11/30/05

Amount
$96,066,543.65
-2,053,447.00 481 - WA ERM
410,393.00 481 - WA ERM

Journal ID

$94,423,489.65
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Contract Buyout Deferral Balance
Account 182360.ED.WA

Balance 10/31/05

Amortization*

Interest

Balance 11/30/05

Amount Journal 1D
$397,967.00
-29,308.00 485 - ECB AMORT
1,686.00 485 - ECB AMORT

$370,345.00

*Amount grossed-up from 90% to 100% for ERM deferral calculations $32,564
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(o JoumalDetals ] (o

ERM Deadband

Account 186010.ED.WA
Balance 10/31/05

2005 deadband accumuliation
Balance 11/30/05

Amount Journal ID
$4,735,282.00
67,953.00 481 - WA ERM

$4,803,235.00
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480323500

ERM Deadband Contra Account
Account 186020.ED.WA

Balance 10/31/05

2005 deadband contra entry

Balance 11/30/057 B

Amount
-$4,735,282.00
-67,953.00 481 - WA ERM

Journal ID

-$4,803,235.00
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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

$0.00
0.00
94,423,489.65

$94,423,489.65
-35%

-$33,048,221
-1

-$33,048,222
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DFIT Associated with Contract Buyout Deferral
Account 283360.ED.WA

Account 182360.ED.WA balance

Federal income tax rate

Deferred FIT related to contract buyout deferral
Rounding

Balance in account

$370,345.00
-35%
-$129,621

0

-$129,621




Deferral Report

Changes Semiannually on January 1 and July 1 Beginning 7/1/02 Month of Nov '05
The rate is based on Avista's actual cost of debt, updated semiannually. Page 11 of 24
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. | I |
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 costof debtat12/34/04-is-8.28%— [ o . o1t .
The-monthlyfateis: 0-00690|BetoraTax 0676667 Before Tax
0-0044850 | AftorTax * 0.0043983: After Tax-
0.35|Tax+ate . 0.35-Taxrate:. -
Account 182350 2005 Interest
12-31-2004|GL Balance including 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 |interest 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 linterest 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 DFEIT Expense ADFIT
Apr-05|Surcharge Amortization (2,075,747) Amortization (726,511)|Operating 726,511
Apr-05|Interest 420,742 [Interest 147,260 |Nonoperating (147,260)
04-30-2005 |Balance before interest 92,773,008 (579,251)|Total 579,251
May-05 DFIT Expense ADEIT
May-05|Surcharge Amortization (1,936,245) Amortization (677,686)|Operating 677,686
May-05|Interest 411,745 Jinterest 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 Jinterest 141,095 [Nonoperating (141,095)
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 02:559 07 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 Jinterest 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 Jinterest 149,976 |Nonoperating (149,976)
09-30-2005 [Balance before interest 96,385,585 : (577,161)|Total 577,161
Oct-05 DE[T 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)1 Amortization (718,706)10Operating 718,706
Nov-05|interest 410,393 ]interest 143,644 |Nonoperating (143,644)
11-30-2005Balance before interest 92,280,570 (575,062)|Total 575,062
GL Balance Activity GL Balance
10-31-2005 Nov-05 11-30-2005
Net ERM Balance 94,423,490 96,066,544 (1,643,054)| 94,423,490
ADFIT Balance (33,048,222)

2005 WA deferred power costs.xls 182350 WA ERM DEF BAL 12-06-2005 11:09 AM



Deferral Report

Changes Semiannually on January 1 and July 1 Beginning 7/1/02 Month of Nov '05
The rate is based on Avista's actual cost of debt, updated semiannually. Page 12 0f 24

The actual cost of debt calculated at 6/30 will be used for the interest calcuiation 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 times the current after tax interest rate
|Actualcost-of-debtat-12/31/04-{5- 8.28%- A tual:cost.of deb 6/30/05.i5 8.12%. " .. i
The-menthly ratols: 0:00690 | BeforoTax nth © +7..0.00676667 Before Tas
0-0044850 | AftorTax 0.0043983 £ ax
0-35|Taxrate . 0.35Taxrate -
Account 186280 2005 Interest
12-31-2004 |GL Balance including interest $10,777,698.00 I
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 0 |Operating 0
Jan-05]Interest O }Interest 0 [Nonoperating 0
01-31-2005 |Balance before interest 0 0 |Total o]
Feb-05 DFIT Expense ADFIT
Feb-05|ERM Deferral 0 Deferral 0 [Operating 0
Feb-05|Interest 0 Jinterest 0 |Nonoperating 0
02-28-2005 |Balance before interest 0 0 |Total 0
Mar-05 DFIT Expense ADFIT
Mar-05|ERM Deferral 0 Deferral 0 [Operating 0
Mar-05|Interest 0 Jinterest 0 [Nonoperating 0
03-31-2005 |Balance before interest 0 0 {Total 0
Apr-05 DFIT Expense ADFIT
Apr-05|ERM Deferral 0 Deferral 0 |Operating 0
Apr-05]interest 0 Jinterest 0 {Nonoperating 0
04-30-2005 [Balance before interest 0 0 |Total 0
May-05 DFIT Expense ADFIT
May-05|ERM Deferral 0 Deferral 0 [Operating 0
May-05{Interest 0 Jinterest 0 |Nonoperating 0
05-31-2005 [Balance before interest 0 0 [Total 0
Jun-05 DFIT Expense ADFIT
Jun-05|ERM Deferral Deferral 0 [Operating 0
Jun-05|Interest 0 [Interest 0 [Nonoperating . 0
06-30-2005|Balance before interest 0 0 |Total 0
06-30-2005|GL Balance including interest 0 Jul-05 DFIT Expense ADFIT
Jul-05|ERM Deferral Deferral 0 |Operating 0
Jul-05}Interest 0 linterest 0 (Nonoperating 0
07-31-2005|Balance before interest 0 0 (Total 0
. Aug-05 DFIT Expense ADFIT
Aug-05|ERM Deferral Deferral 0 |Operating 0
Aug-05|Interest 0 |interest 0 |Nonoperating 0
08-31-2005|Balance before interest 0 0 |Total 0
Sep-05 DFIT Expense ADFIT
Sep-05|ERM Deferral Deferral 0 |Operating 0
Sep-05|Interest 0 |interest 0 |Nonoperating 0
09-30-2005 |Balance before interest 0 0 |Total 0
Oct-05 DFIT Expense ADFIT
Oct-05|ERM Deferral . Deferral 0 |Operating 0
Oct-05|Interest 0 finterest 0 |Nonoperating 0
10-31-2005 |Balance before interest 0 0 |Total 0
Nov-05 DFIT Expense ADFIT
Nov-05|ERM Deferral Deferral 0 |Operating 0
Nov-05|Interest 0 finterest 0 {Nonoperating . 0
11-30-2005|Balance before interest 0 0 |Total 0
GL Balance Activity GL Balance
Net ERM Balance 0 10-31-05 Nov-05 11-30-05
0 0 0
ADFIT Balance 0

2005 WA deferred power costs.xls 186280 WA ERM CUR YR 12-06-2005 10:47 AM



Deferral Report
Month '
Changes Semiannually on January 1 and July 1 Beginning 7/1/02 | onth of Nov 05 [
The rate is based on Avista's actual cost of debt, updated semiannually. P age 13 of 24

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-annuaily. ] 1 [
Interest is calculated using the prior month ending balance plus 1/2 month of current month charges times the current after tax mterest rate
Actual-cost-otdobt-at12/34+/04-is-828%~ . Actual:cost of debtat 6/30/05:is 8. 12% ;
The-monthly-rate-is: 0506890 | BeforoTFax .'I_'h | onthly rate ls S - ) 0‘00676667 Befor Tax
0-0044850 |AfterTFax i e -0 0043983 A_fter Tax:
0-35|Faxrate : 0.35 Taxrate .
Account 186290 2005 Interest
01-01-2005|GL Balance including interest $10, 777 698 00 Jan-05 DFEIT Expense ADFIT
Jan-05|ERM Transfer to 182350 0 Deferral .. 0 |Operating o]
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-05|ERM Transfer to 182350 0 Deferral 0 [Operating 0
Feb-05|Interest 48,338 |interest 16,918 {Nonoperating (16,918)
02-28-2005|Balance before interest 10,777,698 16,918 |Total (16,918)
Mar-05 DFIT Expense ADFIT
Mar-05|ERM Transfer to 182350 0 Deferral 0 [Operating 0
Mar-05|Interest 48,338 |Interest 16,918 |Nonoperating (16,918)
03-31-2005|Balance before interest 10,777,698 16,918 |Total (16,918)
Apr-05 DFIT Expense ADFIT
Apr-05|ERM Transfer 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 Deferral 0 |Operating )
] Jun-05|Interest 48,338 |Interest 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 |Nonaperating 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 [interest 0 |Nonoperating 0
08-31-2005Balance belore 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 Jinterest 0 |Nonoperating 0
09-30-2005 |Balance before interest 0 0 |Total 0
Qct-05 DFIT Expense ADFIT '
Oct-05|ERM Transfer to 18235 0 Deferral 0 |Operating 0
Qct-05|interest 0 jinterest 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 [interest 0 |Nonoperating 0
11-30-2005 |Balance before interest 0 0 [Total 0
Net ERM Balance 0 GL Balance Activity GL Balance
10-31-05 Nov-05 11-30-05
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

2005 WA deferred power costs.xls 186290 WA ERM LAST YR 12-06-2005 10:47 AM
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“[Tax Rate 35%] DJ481LTD DJ481 LTD DJ481 LTD DJ481 CURMO
1 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) 0 (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) 509,103 | (35,895,787)
07-31-2005 (35,895,787) (35,370,871) 1] 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) §77,161 | (34,194,536)
10-31-2005 (34,194,536)| (33,623,290) [1] 0 (33,623,290) 571,252 | (33,623,284)
11-03-2005 (33,623,284)| (33,048,222) 0 0 (33,048,222) 575,062 | (33,048,222)
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) 175,599 764,561
02-28-2005 182350 (917,095) 154,516 762,579 441,475 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)
186280 0 0 0
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 0
186290 0 16,918 (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 0
186290 0 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 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 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 (718,706) 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
True up non op ADFIT in Nov + $6
Total interest 2005 4,993,912
Total non op DFIT 2005 1,747,869
Total 410200 2005 1,747,869

2005 WA deferred power costs.xls

Interest and DFIT Summary

12-06-2005 11:06 AM
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YTD YTD
WA ERM WA ERM
Company Contra Total
Band Account GL
186010 186020 Impact
12-31-2004 |Balance - $9,000,000 ($9,000,000) $0
2004 Requirement $9,000,000
Jan-05|Reverse 2004 ($9,000,000) $9,000,000 $0
Jan-05|Activity ($31,191) $31,191
01-31-2005 |Balance ($31,191) $31,191 $0
Feb-05 | Activity ($1,979,851) $1,979,851
02-28-2005|Balance ($2,011,042) $2,011,042 $0
Mar-05| Activity $2,238,349 ($2,238,349)
03-31-2005 [Balance $227,307 ($227,307) $0
Apr-05|Activity $1,405,401 ($1,405,401)
04-30-2005|Balance $1,632,708 ($1,632,708) $0
May-05 |Activity ($3,247,308) $3,247,308
05-31-2005|Balance ($1,614,600) $1,614,600 $0
Jun-05|Activity $905,444 ($905,444)
06-30-2005|Balance ($709,156) $709,156 $0
Jul-05 | Activity $3,131,961 ($3,131,961)
07-31-2005|Balance $2,422,805 ($2,422,805) $0
Aug-05|Activity $3,859,160 ($3,859,160)
08-31-2005|Balance $6,281,965 ($6,281,965) $0
Sep-05|Activity $1,254,523 ($1,254,523)
09-30-2005 Balance $7,536,488 ($7,536,488) $0
Oct-05| Activity ($2,801,206) $2,801,206
10-31-2005|Balance $4,735,282 ($4,735,282) $0
Nov-05|Activity - $67,953 ($67,953)
11-30-2005|Balance $4,803,235 ($4,803,235) $0
2005 WA deferred power costs.xls Company Band 12-06-2005 11:07 AM
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Electric Revenue Report by Revenue Class
Current Month and Year-to-Date
for Accounting Period : 200511 , State Code : WA

|
Accounting Period: 200511 | State Code: WA |

26,714,768 | 26918044

| 6,997| 3,078,960

3,232,906

| 123,663,006

433,000

, 3,6'21,80‘4_ L

94,174

16| 181,239

.:5,566,082

0| -, 505915

314,711 0| 34733510 610,828

0 of - 9,787,615

of e 62814

lev_RateSch_CM_YTD_RMc Accounting Period LIKE :Report

05-Dec-05 8:26 AM : Period, Electric, Source Id IN
('REVCSS''REVCORR','/REVHBL',

'REVCAE'), Rate Schedule Num LIKE :
Rate Schedule

Page 1 of
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Electric Revenue Report by Revenue Class
Current Month and Year-to-Date
for Accounting Period : 200511, State Code : WA

* Atéouinting Period: 200511 | State Code: WA

Reveﬁt_xe'Aﬁit _YTD Average Meters| - Ytd Us:li.ge. | yed Revénhe'_Aiht

Total WA 222,457|412,177,538 | 25,656,428 219,995 14,699,004274 | 293,504,435

Total WA 222,457 412,177,538 | 25,656,428 219,995 4,699,004,274 293,594,435
tev_RateSch_CM_YTD_RMc Accounting Period LIKE :Report
05-Dec-05 8:26 AM Period, Electric, Source Id IN
Page 2 of ('REVCSS','/REVCORR','/REVHBL',

'REVCAE'), Rate Schedule Num LIKE :
Rate Schedule
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“Redacted Attachment A”

Avista Corporation
Monthly Power Cost Deferral Report
Month of November 2005

Long-term Power Transaction
(See attached)



“confidential per WAC 480-07-160"
AGREEMENT FOR PURCHASE AND SALE OF POWER

This agreement, dated as of January 1, 2006, is made by and
between Public Utility District No. 1 of Douglas County, a
Washington Municipal Corporation acting through its Electric
Distribution System (the "District") and Avista Corporation, a
Washington Corporation ("Avista Corp."). The District and Avista
Corp. agree as follows:

Section 1. Definitions

Whenever used in this Agreement, the following terms will
have the following specified meanings:

1.1 "Delivering Party" means the party obligated to deliver
energy to the other party under this Agreement.

1.2 "Enerqgy" and "Capacity" means energy or capacity, as
the case may be, which is made available or sold by the District
from a District resource for the account of the District's

Electric Distribution system.

1.3 "Heavy Load Hours" means the hours ending from 0800 to
2200 on any Monday, Tuesday, Wednesday, Thursday, Friday and
Saturday.

1.4 "Hours" means hours measured by Pacific Time, Standard
or Daylight, whichever is in effect at the pertinent time.

1.5 "Month" means a calendar month.

1.6 "Person" means any corporation, municipal corporation,
cooperative, partnership, association, agency, firm,

organization, individual, governmental authority or other entity.

1.7 "Point of Delivery" means the 230-kV bus in the Douglas
Switchyard or such other point as the parties may agree upon for
the delivery or return of energy under this Agreement.

1.8 "Receiving Party" means the party entitled to receive
the delivery of energy by the other party under this Agreement.

1.9 "Term" means the period commencing at 0000 Hours on
January 1, 2006 and ending at 2400 Hours on December 31, 200s6.

Section 2. Capacity and Energy

2.1 Minimum Capacity. The District shall make available to
Avista Corp., and Avista Corp. shall purchase from the District,
Capacity at the Point of Delivery during Heavy Load Hours at the
following demand levels for each Month included in the Term:
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“confidential per WAC 480-07-160"

Month Capacity (kW)

January 2006
February 2006
March 2006
April 2006
May 2006

June 2006
July 2006
August 2006
September 2006
October 2006
November 2006
December 2006

2.2 Additional Capacity. If and to the extent that the
District determines that it has Capacity in excess of (a) the
District's contractual commitments in effect on the date of this
Agreement, (b) the District's needs to service its own service
area loads, and (c) the amount of Capacity required to be made
available to Avista Corp. under paragraph 2.1, then the District
will offer to make such Capacity available to Avista Corp. under
this Agreement prior to offering such excess Capacity to any
other Person. The District will make available to Avista Corp.,
and Avista Corp. will purchase from the District, at the point of
Delivery so much of such excess Capacity as Avista Corp. agrees
to purchase.

2.3 Estimates of Additional Capacity. Upon execution of
this Agreement, the District will deliver to Avista Corp. the
District's best estimate of the amount of excess Capacity that it
will offer to Avista Corp. under paragraph 2.2 for each Month
included in the Term. The District will notify Avista Corp. of
the amount of such excess Capacity that it has to offer for each
Month included in the Term on or before the twentieth (20th) day
of the preceding Month. Avista Corp. will notify the District of
Avista Corp.'s intent to purchase all, none or a portion of such
excess Capacity offered by the District for any Month included in
the Term on or before the twenty-fifth (25th) day of the

preceding Month.

2.4 Delivery of Energy by the District. The District will
deliver to Avista Corp. Energy associated with the Capacity made
available to Avista Corp. pursuant to paragraphs 2.1 and 2.2 if
and to the extent that such energy is scheduled by Avista Corp.
pursuant to paragraph 2.6. The District shall not be obligated
to deliver Energy during any continuous Heavy Load Hour period in
excess of the product of nine (9) hours and the Capacity made
available to Avista Corp. pursuant to paragraphs 2.1 and 2.2.

2.5 Return. If and to the extent any Energy is delivered
by the District pursuant to paragraph 2.4, Avista Corp. will
return an equivalent amount of energy to the District. Subject

to the following, all energy to be returned to the District shall
be scheduled by the District pursuant to paragraph 2.6. Upon

Page - 2



Avista Corp.'s request, the District will schedule the return of
all or any portion of such energy within twenty-four (24) hours
after delivery of the energy to Avista Corp.. The District may,
however, limit the return of such energy to seventy-five percent
(75%) of the energy delivered to Avista Corp. within the previous
twenty-four (24) hours. Upon the District's request, Avista
Corp. will return up to fifty percent (50%) of such energy within
twenty four (24) hours after delivery of the energy to Avista
Corp.. Unless otherwise agreed, the balance will be returned
within 168 hours after delivery to Avista Corp.. Unless
otherwise agreed, the aggregate quantity of energy not returned
within twenty-four (24) hours after delivery to Avista Corp.
shall not exceed the product of twenty-four (24) hours and the
Capacity made available to Avista Corp. pursuant to paragraphs
2.1 and 2.2 as of 2400 hours on any Saturday over the Term
hereof. Notwithstanding the foregoing provisions, Avista Corp.
will not have any obligation to return or pay for energy not
scheduled by the District for return within 168 hours after
delivery to Avista Corp.. Unless otherwise agreed by Avista
Corp., the District shall not schedule the return of any energy
during Heavy Load Hours or at a rate in excess of the sum of the
demand levels specified in paragraph 2.1 and 2.2 for the month in
which such energy is to be returned.

2.6 Schedules. The Receiving Party shall submit to the
Delivering Party schedules for the delivery or return of energy
pursuant to this Agreement no later than 0730 hours on each
preschedule day common to both parties consistent with standard
utility practice for prescheduling on a five (5) day per week
basis. The Receiving Party may at any time revise any such
schedule; provided that any revision after 0730 Hours on the
aforementioned preschedule day shall be subject to the approval
of the Delivering Party, which approval shall not be unreasonably
withheld. The Avista Corp. shall be responsible for providing
all required interchange schedule "tags"; provided, further, that
said "tags" are also required to have "implement" status by 1500
Hours on the aforementioned preschedule day.

2.7 Point of Delivery. All energy to be delivered or
returned under this Agreement shall be delivered or returned, as
the case may be, at the Point of Delivery.

Section 3. Compensation

3.1 Capacity. Avista Corp. will pay the District for
Capacity made available by the District pursuant to paragraph 2.1
and for any Capacity made available by the District and purchased
by Avista Corp. pursuant to paragraph 2.2 at the following rates
for each Month included in the Term (if this Agreement commences
or is terminated on other than the first or last day of a month,
such rates shall be prorated on a daily basis for the Month) :
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Month Rate ($/kW)

January 2006
February 2006
March 2006
April 2006
May 2006

June 2006
July 2006
August 2006
September 2006
October 2006
November 2006
December 2006

3.2 Billing and Pavyment. The District shall render
billings to Avista Corp. for Capacity purchased by Avista Corp.
under this Agreement during any Month on .or about the tenth
(10th) day following the end of such Month. Avista Corp. shall
pay the amount owing within twenty (20) days after Avista Corp.'s
receipt of the District's billing. All payments are acknowledged
to be moneys of the District, derived through ownership of the
District's Electric Distribution System and shall accrue to the
District's Electric Distribution System Revenue Fund.

Section 4. Miscellaneous

4.1 Force Maijeure. Neither party shall be liable to the
other for, or be considered to be in breach of or default under
this agreement on account of, any delay in performance of its
obligations under this Agreement if such delay is due to any
cause beyond the control of the party claiming force majeure,
including but not restricted to: failure or threat of failure of
facilities; flood; earthguake; geohydrolic subsidence; tornado;
storm; fire; civil disturbances or disobedience; labor dispute;
labor or material shortage; sabotage; restraint by court order or
public authority (whether valid or invalid); action or non-action
by or inability to obtain or keep the necessary authorizations or
approvals from any governmental agency or authority; reductions
or interruptions in services which, in a party's reasonable
judgment, are necessary to protect generation or transmission
facilities; curtailments or interruptions of third party
transmission service which is being used for transmitting energy
hereunder; and necessary maintenance, repairs, replacements or
installations of equipment or the investigation of such
equipment. Nothing contained herein shall be construed so as to
require a party to settle any strike or labor dispute in which it
may be involved. Either party rendered unable to fulfill any of
its obligations under this Agreement by reason of force majeure
shall give prompt written notice of such fact to the other party
together with the particulars of the occurrence and shall
exercise due diligence to remove its inability to perform with
all reasonable dispatch.
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4.2 Payment during Force Maijeure. If, because of force
majeure, either party is unable to fulfill its obligations under
Sections 2.4 or 2.5 above, the Delivering Party shall immediately
notify the Receiving Party of such interruption, the cause of the
interruption, and the expected duration of such reduction or
nondelivery, and at such - time the District may suspend its
obligation under section 2.4 to deliver Energy associated with
Capacity to Avista Corp.. If, because of force majeure, the
District is unable to deliver Energy and Capacity as provided in
section 2.4, the District shall, at its option and upon written
notice within 24 hours of the force majeure, deliver such Energy
and Capacity as soon as practical thereafter to Avista Corp., or,
adjust payments due under this agreement for such prorata
Capacity and Energy not delivered. If, because of force majeure,
Avista Corp. is wunable to return any Energy to the District
within 168 hours as required in section 2.5, Avista Corp.'s
obligation to return any such outstanding balance of Energy to
the District shall remain until satisfied.

4.3 Invalid Provision. If this Agreement is determined by
any court or regulatory authority having jurisdiction to be
invalid in whole or in part or to place either party in violation
of other agreements to which either the District or Avista Corp.
is a party, this Agreement may be canceled by either party giving
the other party at least 30 days advance written notice of such
cancellation. In the event of such cancellation, neither party
shall have any claim of any nature whatsoever against the other
on account of the cancellation; provided, however, that the right
to receive payment for capacity delivered prior to cancellation
will survive such cancellation.

4.4 Survival. The provisions of Section 3 and 4 of this
Agreement (together with any other provisions which may

reasonably be interpreted or construed to survive the expiration,
termination or cancellation of this Agreement) shall survive the
expiration, termination or cancellation of this Agreement.

4.5 Amendment . No change, modification or amendment of
this Agreement shall be wvalid unless set forth in a written
instrument signed by the Party to be bound thereby.

4.6 Assignment. Neither Party shall assign this Agreement
without the prior written consent of the other Party. Subject to
the foregoing restriction on assignment, this Agreement shall be
binding upon, inure to the benefit of and be enforceable by the
Parties and their successive successors and assigns.

4.7 No Third-Party Beneficiary. There are no third-party
beneficiaries of this Agreement. This Agreement shall not confer
any right or remedy upon any Person other than the parties and
their respective successors and assigns permitted under paragraph

4.5. No action may be commenced or prosecuted against any party
by any third party claiming as a third party beneficiary of this
Agreement or the transactions contemplated hereby. This

Agreement shall not release or discharge any obligation or
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liability of any third party to any party or give any third party
any right of subrogation or action over or against any party.

4.8 No Dedication of Facilities. No undertaking by either
party to the other party under any provision of this Agreement
shall constitute a dedication of the electric system of such
party (or any portion thereof) to the public or to the other

party.

4.9 Governing Law. This Agreement shall be interpreted,
construed and enforced in accordance with the laws of the State
of Washington or the laws of the United States of America,
whichever is applicable, as if executed and to be performed
wholly within the State of Washington. Venue of any legal action
arising out of this Agreement shall be exclusively in a court of
competent jurisdiction of Douglas County, State of Washington, or
U.S. District Court for the Eastern District of Washington.

4.10 Entire Agreement. This Agreement sets forth the
entire agreement of the parties with regard to the purchases and
sales of Capacity described herein. There exists no promises,
terms or conditions with regard to such purchases and sales other
than those contained herein; all prior communication and
negotiations between the parties, either verbal or written,
relating to the subject matter of this Agreement, not herein
contained, are hereby withdrawn and annulled.

4.11 Binding Agreement. Each party warrants to the other
that it has duly entered into this Agreement and that this
Agreement constitutes the valid, legal and binding obligation of
such party, enforceable strictly against such party in accordance
with its terms. If any court or regulatory authority having
jurisdiction determines that either party is in breach of this
warranty, this Agreement may be canceled by either party giving
the other party at least thirty (30) days advance written notice
of such cancellation. In the event of such cancellation, neither
party shall have any claim of any nature whatsoever against the
other on account of this breach or cancellation; provided,
however, that the right to receive payment for Capacity or Energy
delivered prior to cancellation will survive such cancellation.

AVISTA CORPORATION
By ﬂ’WbQQ W P/\/C\Mu/.
Title: Vice Prees e

Date Signed: [(~d-o$

PUBLIC UTILITY DISTRICT NO. 1
OF DOUGLAS COUNTY

By \}-/Q\C QTHK——

William C. Dobbins
CEO/Manager -
Date Signed: ll-|d—0&
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“Redacted Attachment B”

Avista Corporation
Monthly Power Cost Deferral Report
Month of November 2005

Long-term Power Transaction
(See attached)
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TRANSACTION RECORD
BETWEEN
NORTHWESTERN CORPORATION
AND

AVISTA CORPORATION
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TRANSACTION RECORD

This Transaction Record ("Transaction") shall serve to confirm a transaction made between
NorthWestern Corporation (“NWE”), and Avista Corporation ("Avista Corp" or "AVA"),
sometimes hereinafter referred to individually as "Party" and collectively as "Parties” under Avista
Corp’s FERC Electric Tariff, Fifth Revised Volume No. 9 and FERC Electric Tariff, Original
Volume No. 10. '

WHEREAS, NWE currently supplies its annual Load requirements from a combination of
contracted Resources and power purchases from capacity and electric suppliers in the region;

WHEREAS, the Hot Springs substation, located near Hot Springs, MT, establishes an
Interchange Point between the electrical systems that are separately owned and operated by NWE
and Avista Corp;

WHEREAS, NWE desires to purchase from Avista Corp an amount of Dynamic Capacity
and Energy Service that shall follow a portion of the instantaneous variations resulting from the
difference between NWE’s electrical Loads and Resources within a specified bandwidth;

WHEREAS, NWE is responsible for ensuring capacity and energy Resources meet NWE’s
estimated Load on an hourly basis;

WHEREAS, the Parties intend this contract to assist NWE in balancing its Resources with
its Load requirements and ensuring control area reliability and WECC compliance through this
energy neutral capacity service. Neither NWE nor Avista Corp shall intentionally use energy from
or return energy to the other’s system in a manner that creates an economic advantage to the using

Party.

WHEREAS, the Parties shall maintain interchange points and associated metering and
communication systems necessary to provide signals usable by Avista Corp in order to provide the
services under this Transaction;

WHEREAS, both Parties desire to continue to transact business between them in a manner
that exposes no Party or its customers to significant financial risks associated with variations in the
price of electric power in the wholesale markets.

NOW, THEREFORE, in consideration of the mutual agreements contained herein, NWE
and Avista Corp agree as follows:

Issned by: Clark D. Spannagel, Manager Colstrip Fuel & Wholesale Contracts Effective Date: December 1, 2005
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1. DEFINITIONS

Except as modified herein, capitalized terms appearing in Vol. No. 9 and Vol. No. 10 as
applicable shall have the meanings specified therein. The following terms, when used herein with
initial capitalization, whether in the singular or the plural, shall have the meaning specified:

1.1  Balancing Account: An account established between Avista Corp and NWE for
the purpose of accounting for any accumulated hourly-integrated energy as further described in
Exhibit B.

1.2 Control Area: The electrical (not necessarily gebgraphical) area within which a
controlling electric utility has the responsibility to adjust its generation to match internal Load
and power flows across Interchange Points to other areas controlled by other electric utilities.

1.3  Delivery Points: The point(s) at which Avista Corp shall make available to NWE
Dynamic Capacity and Energy Service under this Transaction, which Delivery Points are set
forth in Section 6.

1.4  Dynamic Capacity and Energy Service: The electric generating capability,

expressed in Megawatts and associated megawatt-hours, made available to NWE by Avista Corp
at the Delivery Point(s) pursuant to this Transaction.

1.5 FEERC: The Federal Energy Regulatory Commission or the successor to its
regulatory powers and duties.

1.6  Firm Energy Index Rate: The daily weighted average electricity price reported in
the Dow Jones Mid-Columbia Electricity Index for firm energy delivered On-Peak and/or Off-

Peak expressed in dollars per megawatt-hour. In the absence of the Dow Jones Mid-Columbia
Electricity Index for firm energy delivered On Peak and/or Off Peak, a comparable publication of
firm energy prices at the Mid-Columbia as agreed to by the Parties shall be the Firm Energy
Index Rate.

1.7  Good Utility Practice: The practices, methods and acts engaged in or approved by
a significant portion of the electric utility industry during the relevant time period, or any of the
practices, methods and acts which, in the exercise of reasonable judgment in light of the facts
known at the time the decision was made, could have been expected to accomplish the desired
result at a reasonable cost consistent with good business practices, reliability, safety and
expedition. Good Utility Practice is not intended to be limited to the optimum practice, method,
or act to the exclusion of all others, but rather includes all acceptable practices, methods, or acts
generally accepted in the region, including all applicable and generally followed standards,
guidelines, criteria, practices and methods established by FERC, NERC, the WECC and the
NWPP, and including design methods, equipment specification methods, manufacturer quality
assurance screening and ordering practices, maintenance practices and the like.

Issued by: Clark D. Spannagel, Manager Colstrip Fuel & Wholesale Contracts Effective Date: December 1, 2005
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1.8  Interchange Point: The electrical interconnection point between two electrical
systems that is established and metered for the purpose of defining Control Area boundaries.

1.9  Load: The total energy supply requirements within the NWE control area.

1.10 Load-Following: The incorporation of the NWE Dynamic Capacity and Energy
Service request signal into Avista's Control Area load-following calculations on a continuous and
instantaneous basis and the maintenance of electrical system frequency.

1.11  Megawait (MW): 1000 kilowatts.

1.12  NERC: The North American Electric Reliability Council, or its successor.
1.13 NWPP: The Northwest Power Pool, or its successor.
1.14 Off-Peak: All hours other than On-Peak hours.

1.15 QOn-Peak: The hours ending 0700 through 2200 Pacific Prevailing Time, Monday
through Sunday inclusive, including NERC holidays.

1.16 Pacific Prevailing Time: The Pacific Time, either standard or daylight, whichever
is in effect at the pertinent time.

1.17 Resources: The total electric output of NWE’s electric generation resources,
contracts, and power schedules dedicated to serving NWE Load.

1.18 Safety and Reliability Requirements: All requirements of Good Utility Practice,

all applicable mandatory requirements concerning levels of reserves and provisions for
contingencies, all applicable mandatory laws, governmental rules, regulations, and orders, and all
applicable mandatory reliability criteria, standards, guidelines and operating procedures of
NERC, FERC, WECC, NWPP and other organizations that apply to the planning, design and
operation of a Party’s electrical system.

1.19 Telemetering Equipment: The instantaneous and hourly power flow metering,

transducers, communication equipment and communication circuits necessary to provide Avista
Corp with a signal usable by Avista Corp for the purpose of meeting NWE’s Dynamic Capacity
requirements and to provide the signal or signals usable by any third party operator of adjacent
Control Areas.

1.20 Term: As defined in Section 2.1.

1.21 Vol No. 9: Avista Corp’s FERC Electric Tariff Fifth Revised Volume No. 9
pursuant to FERC Order with effective date of December 8, 2004.

Issued by: Clark D. Spannagel, Manager Colstrip Fuel & Wholesale Contracts Effective Date: December 1, 2005
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1.22  Xol No. 10: Avista Corp's FERC Electric Tariff Original Volume No. 10
pursuant to FERC Order dated November 16, 1998.

1.23  WECC: The Western Electric Coordinating Council, or its successor.

2. TERM

2.1 Term of Transaction - The Term of this Transaction shall commence on
, and continue through , unless terminated
earlier pursuant to Section 2.2 or Section 9 of this Transaction.

2.2 Appravals - This Transaction shall terminate unless the execution and delivery
hereof are authorized and approved before December 1, 2005, by NWE’s Vice
President of Energy Supply. NWE shall provide written notice of such approval.
Avista Corp shall file this Transaction Record with the FERC prior to
commencement of service. The obligations of Avista Corp to provide service
hereunder are conditioned upon FERC's acceptance for filing or approval without
change of the terms and conditions herein within sixty (60) days of the effective date
of this Agreement. In the event that FERC does not so approve the Transaction
Record or approves it upon conditions that are unacceptable to either Party in its
sole discretion, Avista Corp's obligation to provide service shall terminate upon the
effective date of the order of such FERC disapproving this Transaction Record or
approving it with unacceptable conditions. The Parties agree to attempt to negotiate
in good faith for a period of thirty (30) days following such termination a substjtute
agreement that shall comply with the conditions of FERC and preserve the
economic benefits to both Parties of the terms and conditions of this Transaction
Record, provided nothing herein shall be construed as an obligation to execute any
such substitute agreement.

2.3 Eligibility - Currently, NWE does not require services hereunder as part of any
transmission arrangements between the Parties and as such NWE is not receiving
transmission dependent service from Avista Corp. If at a later time, NWE has
acquired transmission dependent customers or generation within the Avista Corp
transmission network, then NWE shall provide notice to Avista Corp as provided
herein within thirty (30) days of such acquisition. The Parties shall negotiate in
good faith alternate arrangements for services hereunder that may be affected by
such transmission dependent customers or generation.

3. DYNAMIC CAPACITY AND ENERGY SERVICE UNDER VOL. 10
3.1 Sale of Dynamic Capacity and Energy Service - For the entire Term of the

Transaction, Avista Corp shall make available to NWE, and NWE shall purchase
under Avista Corp's Vol. No. 10, Service Schedule A, an amount of Dynamic

Issued by: Clark D. Spannagel, Manager Colstrip Fuel & Wholesale Contracts Effective Date: December 1, 2005
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Capacity and Energy Service equal to I k10w atts for each hour on an absolute
value basis. Dynamic Capacity and Energy Service herein shall be provided by
Avista Corp by incorporating the NWE generation request signal into Avista Corp's
Control Area load following calculations on a continuous and instantaneous basis up
to the maximum absolute value capacity differential, during any hour, specified

above. For example, NWE’s Load following requirements could be from
* or any variation thereof within any hour. Any
energy associated with providing Dynamic Capacity and Energy Service herein, that
is either delivered by Avista Corp to NWE or returned by NWE to Avista Corp
during each hour shall be accounted for in a Balancing Account established by the
Parties pursuant to Section 4 of this Transaction. The Parties intend this service to
be energy neutral and result in energy deliveries between the Parties that are
balanced to zero over a period of time.

3.2 Rates For Dynamic Capacity and Energy Service - The fees owed to Avista Corp by

NWE, on a calendar month basis, for Dynamic Capacity and Energy Service shall
be equal to the product of the Dynamic Capacity and Energy Service rate, expressed
in dollars per kilowatt-month shown in Exhibit A and kilowatts. The
Dynamic Capacity rate shall be less than the “up to” rate established under Vol.
No. 10, Service Schedule A.

33 Adi o Dvoammic. Canacity and Enores Service. -

Kilowatts - It is the responsibility of NWE to limit the Dynamic Capacity and
Energy Service amount to kW in each hour. In the unexpected event that
NWE utilizes Dynamic Capacity and Energy Service in excess of kW in any
hour during a calendar month, NWE shall compensate Avista Corp according to the
following formula for the entire amount of Dynamic Capacity and Energy service
for the calendar month:

Y, - Dy

Capacity and Energy Service Rate

Where “E” = kW in excess of - kW on an absolute value basis

The rate for Dynamic Capacity and Energy Service in Excess of - kW shall
be less than or equal to the “up to” rate established under Vol. No. 10, Service

Schedule A.

The Parties do not intend NWE to take Dynamic Capacity and Energy Service
above - kW in any calendar month, even after an event that establishes an
adjusted rate level for that calendar month. In the unintended event that NWE
utilizes Dynamic Capacity and Energy Service in excess of kW during
multiple hours during a single calendar month, and such unintended event occurs
in a total of three calendar months which three calendar months need not be

Issued by: Clark D. Spannagel, Manager Colstrip Fuel & Wholesale Contracts Effective Date: December 1, 2005
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consecutive, then either Party shall have the option at its sole discretion to
terminate the Agreement upon 30 days advance notice to the other Party.

4. BALANCING ACCOUNT
4.1 Establishment of a Balancing Account — The Parties shall establish a Balancing

Account utilizing the calculations shown in Exhibit B for the purpose of recording
and accumulating, on an hourly-integrated basis, those energy amounts that may be
transferred between the Parties that result from dynamic signals from NWE. Avista
Corp shall have the responsibility to maintain the accounting for the Balancing
Account on an hourly integrated basis in a form that is mutually agreeable between
the Parties. For each month of the Term of the Transaction, or at NWE's request,
Avista Corp shall provide to NWE a report that summarizes the status of the

Balancing Account.

4.2 Balancing Account Financial Seftlement - For each month of the Term of the

Transaction the Balancing Account shall be financially settled in the following
manner: The hourly integrated energy, measured in megawatt-hours, flowing to one
Party or the other shall be multiplied by the appropriate daily Firm Energy Index
Rate for such On-Peak or Off-Peak hour. This amount shall represent the value of
the energy either sent to NWE or received from NWE in each hour. On a monthly
basis, the total dollar amount owed to each party shall be summed. The net amount
owed to the Party with the larger balance shall be determined by subtracting the
larger amount owed from the smaller amount owed. The Party owing the net
amount from the Balancing Account shall pay the owed net balance to the other
Party. Any net sale of power by Avista Corp associated with the financial
settlement described above shall be under Avista Corp’s Volume No. 9, Service
Schedule C, as identified in Exhibit A.

4.3 Balancing Adjustments — If Avista Corp, at its reasonable sole discretion,

determines that NWE has intentionally utilized the Dynamic Capacity and Energy
Service to provide an economic advantage to NWE; the integrated hourly amount of
energy in the Balancing Account for those specific hours shall be charged at:

431 i i i shall credit NWE

4.3.2 For energy delivered by Avista Corp to NWE, Avista Corp shall charge

Issued by: Clark D. Spannagel, Manager Colstrip Fuel & Wholesale Contracts Effective Date: December 1, 2005
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5. INFORMATION EXCHANGE

5.1 Planning Data - The Parties agree to exchange any Load, Resource or other planning
and coordinating information as may be reasonably requested for the purposes of
estimating NWE's hourly capacity and energy requirements provided under this
Transaction and in compliance with applicable Safety and Reliability Requirements.
The receiving Party shall agree to maintain such information confidential.

5.2  Avista Corp Rights to Examine Records - Avista Corp may, upon reasonable notice,

examine NWE’s records and estimates associated with this Transaction.

53  Notice Provision ~ The Parties have designated the following persons to receive
communications of a formal nature:

Director, Power Supply
Avista Corporation

PO Box 3727

1411 East Mission Avenue
Spokane, WA 99220-3727
Phone:

Facsimile:

Vice President, Wholesale Operations
NorthWestern Corporation

Phone:
Facsimile:

Any formal notice required or permitted by this Transaction Record shall be in
writing and shall be (i) personally delivered; (ii) transmitted by postage prepaid
registered mail; (iii) transmitted by a recognized overnight courier service; or (iv)
transmitted electronically. All notices shall be deemed to have been given upon (i)
the date of receipt if personally delivered; (ii) the fifth ™ day after mailed; (iii) the
business day following delivery by overnight delivery; or (iv) the business day
following electronic transmission, provided the receiving party voluntarily and
affirmatively acknowledges receipt of electronic transmission, whichever occurs
first.

Issued by: Clark D. Spannagel, Manager Colstrip Fuel & Wholesale Contracts Effective Date: December 1, 2005
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Each Party shall give notice to the other Party of all persons and their addresses,
electronic mail addresses, and phone numbers who are designated by their
respective Party to receive information (1) of a financial nature concerning the
calculation and transmittal of invoices and payment information; and (2) of a
operational nature concerning Load, Resource or other planning and coordinating
information regarding the operations of the electric systems of Avista Corp and
NWE. Said notices shall be set forth in writing separate from this Transaction

Record.

Any Party may change its address for purposes of notice by providing the other
Party of written notice of the change.

6. DELIVERY

6.1 Delivery Points - Unless otherwise mutually agreed upon by the Parties, deliveries
ursuant to this Transaction shall be at the H
_ Avista Corp shall acquire the necessary transmission and

ancillary services, if any are required, on its own transmission system for delivery of
Dynamic Capacity and Energy Service to the Delivery Point. NWE shall reimburse
Avista Corp at a rate not to exceed the applicable FERC tariff rate for the cost of
acquiring such transmission and ancillary services. The current FERC tariff
associated with acquisition of such transmission capacity service from the Avista
Corp system to the Delivery Point at Hot Springs is listed in Exhibit A. Consistent
with Section 3 of Vol. No. 10, when Avista Corp’s open access transmission tariff
applies to Avista Corp’s deliveries of energy to NWE pursuant to this Transaction,
Avista Corp shall separately set forth in the invoices for the applicable calendar
months the costs of transmission service and ancillary services under the Avista
Corp open access transmission tariff. In addition, NWE shall compensate Avista
Corp for any associated transmission losses to Avista Corp, at the rate identified in
Exhibit A. The Parties may agree upon alternate Delivery Points other than the

from time-to-time. NWE shall pay for any additional
transmission costs and losses associated with alternate Delivery Points.

7. THIRD PARTY CHARGES

7.1  Third Party Charges - In the event that either Avista Corp or NWE incur charges on
~account of the use of facilities of third parties, the use of which is commercially and
reasonably required to provide Dynamic Capacity and Energy Service under this
Transaction ("Third Party Charges"), such charges shall be paid by NWE. The
Parties agree that Third Party Charges may include, but are not necessarily limited

to, charges associated with third party wheeling, transmission losses, and reactive

power supply. To the extent that Avista Corp is aware in advance of Third Party
Charges, Avista Corp shall provide advance notice to NWE of such Third Party
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Charges. Furthermore, if NWE, in its sole discretion, determines, that such Third
Party Charges materially increase the costs of this Transaction to NWE beyond
those that would be reasonably expected and are inconsistent with this Transaction,
NWE shall have the right to terminate upon thirty (30) days advance written notice
to Avista Corp

8. ARBITRATION

8.1

8.2

8.3

Any dispute between the Parties involving service under this Agreement shall be
referred to a designated senior representative of each Party for resolution on an
informal basis as promptly as practicable. In the event the designated
representatives are unable to resolve the dispute within thirty (30) days or such other
period as the Parties may agree upon by mutual agreement, such dispute shall be
arbitrated and resolved in accordance with the arbitration procedures set forth
below.

Any arbitration initiated under this Agreement shall be conducted before a single
neutral arbitrator appointed by the Parties. If the Parties fail to agree upon a single
arbitrator within ten (10) days of the referral of the dispute to arbitration, each Party
shall choose one arbitrator who shall sit on a three-member arbitration panel. The
two arbitrators so chosen shall within twenty (20) days select a third arbitrator to
chair the arbitration panel. In either case, the arbitrators shall be knowledgeable in
electric utility matters, including electric transmission and bulk power issues, and
shall not have any current or past substantial business or financial relationships with
any party to the arbitration (except prior arbitration). The arbitrator(s) shall provide
each of the Parties an opportunity to be heard and, except as otherwise provided
herein, shall conduct the arbitration in accordance with the Commercial Arbitration
Rules of the American Arbitration Association, provided, however, that the Parties
shall be entitled to all rights of discovery pursuant to the Federal Rules of Civil
Procedure.

Unless otherwise agreed, the arbitrator(s) shall render a decision within ninety (90)
days of appointment and shall notify the Parties in writing of such decision and the
reasons therefore. The arbitrator(s) shall be authorized only to interpret and apply
the provisions of this Transaction and shall have no power to modify or change any
of the above in any manner. The decision of the arbitrator(s) shall be final and
binding upon the Parties, and judgment on the award may be entered in any court
having jurisdiction. The decision of the arbitrator(s) may be appealed solely on the
grounds that the conduct of the arbitrator(s), or the decision itself, violated the
standards set forth in the Federal Arbitration Act and/or the Administrative Dispute
Resolution Act. The final decision of the arbitrator(s) shall also be filed with FERC
if it affects jurisdictional rates, terms and conditions of service or facilities.
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84  Costs - Each Party shall be responsible for its own costs incurred during the
arbitration process and for the following costs, if applicable:

8.4.1 the cost of the arbitrator chosen by the Party to sit on the three member panel
and one-half of the cost of the third arbitrator chosen; or

8.4.2 one-half the cost of the single arbitrator jointly chosen by the Parties.

10.  SIGNATURE CILAUSE

The signatories hereto represent that they have been authorized to enter into this Transaction
on behalf of the Party for whom they sign.

AVISTA CORPORATION NORTHWESTERN CORPORATION
By: By:

Ronald R. Peterson David G. Gates

V.P. Energy Resources V.P. Wholesale Operations
Date Signed: Date Signed:

I\Spodocs\11150\04144\agree\00368093.DOC
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NORTHWESTERN CORPORATION
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AVISTA CORPORATION
EXHIBIT A
Rates
Tariff Rate Type Period Rate
Vol. 10 Dynamic Capacity and
Service Energy Service
Schedule A
Vol. 10 Dynamic Capacity and -
Service Energy Service
Schedule A exceeding kW
Vol 9 Energy (Balancing Firm Energy Index Rate for
Service Account . applicable On-Peak or Off-
Schedule C Financial Settlement) Peak hours
Vol 9 Energy (Balancing For energy delivered to
Service Account Financial Avista Corp, NWE shall be
Schedule C Settlement - Adjusted credited
Rate)
Issued by: Clark D. Spannagel, Manager Colstrip Fuel & Wholesale Contracts Effective Date: December 1, 2005
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Current effective rate for

firm, Point to Point
transmission

Current effective rate

™

FERC Rate Schedule 323

Vol. 9 Service | Energy (Financial

Schedule C Settlement of the
Transmission losses
associated with energy
deliveries)

Vol. 8 Monthly Point to Point

Point to Point | Transmission

Transmission

Service

Schedule 7

Vol. 8 Scheduling, System

Ancillary Control and Dispatch

Service Service

Schedule 1

Vol. 8 Reactive Supply

Ancillary and Voltage

Service Control from

Schedule 2 Generation Sources

Service

Current effective rate
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TRANSACTION RECORD
BETWEEN
NORTHWESTERN CORPORATION
AND
AVISTA CORPORATION

EXHIBIT B
Technical Data

The intent of this exhibit is to clarify the calculations utilized to implement the contract.

Request and Delivery Signals for Dynamic Capacity and Energy Service

NWE shall transmit a request signal to Avista Corp via Intercompany Communications

Protocols ("ICCP") datalink ("Request"). Notwithstanding other limitations contained in
this Agreement, the Request shall not exceed * It is also
NWE's sole responsibility to limit the Request to be within the "maximum absolute
value capacity differential” described elsewhere in the contract.

Avista Corp shall return a delivery signal to NWE via ICCP datalink ("Delivery"). Both

Avista Corp and NWE shall incorporate the Delivery signal into their respective Area

Control Error ("ACE") calculations. In the event NWE's Request exceeds , Avista

Corp shall limit the Delivery signal to - In the event NWE's Request is less than -
, Avista Corp shall limit the Delivery signal to

Sign Conventions

- A positive Request signal ("Out MW") is a request for MW to flow from AVA to
NWE. The resultant positive Delivery signal would result in the AVA ACE moving
in the negative direction, and the NWE ACE moving in the positive direction.

- A negative Request signal ("In MW") is a request for MW to flow from NWE to
AVA. The resultant negative Delivery signal would result in the AVA ACE moving
in the positive direction, and the NWE ACE moving in the negative direction.

Calculation of Hourly Net Interchange MWH for the Balancing Account
- Auvista Corp shall integrate the Delivery signal for each clock hour.

- Integrations of the positive and negative portions of the Delivery signal shall be
performed separately to obtain an In Hourly MWH value and an Out Hourly MWH.

Issued by: Clark D. Spannagel, Manager Colstrip Fuel & Wholesale Contracts Effective Date: December 1, 2005
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- In order to obtain control area interchange values expressed in whole numbers, a
'truncate and accumulate the remainder’ calculation shall be performed on the In
Hourly MWH value to obtain the In Whole Hourly MWH value. A 'truncate and
accumulate the remainder’ calculation shall also be performed on the Out Hourly
MWH value to obtain the Out Whole Hourly MWH value.

- The In Whole Hourly MWH and the Out Whole Hourly MWH values shall be
subtracted to obtain the Hourly Net Interchange MWH value.

- The Hourly Net Interchange MWH value shall be the official hourly interchange
between Avista Corp and NWE control areas.

'"Truncate and accumulate the remainder’ calculation

The purpose of these calculations is to ensure that each individual hourly interchange value
is a whole number and that any decimal truncation remainders are incorporated in the
subsequent hourly interchange value.

- The In Hourly MWH value is calculated by integrating the negative portions of the
real-time Delivery MW within each hour.

- The previous hour's In Truncation Remainder value is added to the current hour's In
Hourly MWh value.

- This value is then truncated, not rounded, the decimal portion is removed leaving
only the whole number. This is the In Whole MWH value.

- The decimal portion which was removed is the In Truncation Remainder. This is
stored and later incorporated in the subsequent hour's calculation. '

- A similar calculation is performed to yield the Out Whole MWH value.

"Maximum absolute value capacity differential' calculation

- The maximum and minimum values of the Delivery signal shall be tracked during
each hour.

- The difference between the two values (maximum minus minimum) is the
maximum absolute value variation within the hour.

- At the beginning of the hour the MW Hourly Max and Min are both set equal to the
Delivery value.

- Throughout the hour the MW Hourly Max tracks the maximum value of Delivery.

- Throughout the hour the MW Hourly Min tracks the minimum value of Delivery.

- The Hourly Band, or 'maximum absolute value capacity differential’, is calculated as
the MW Hourly Max minus the MW Hourly Min.
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Signal Integration Calculation

To perform the integration of the positive portion of the Delivery signal the followmg
calculation is performed.

- At the beginning of the hour a counter register and a running summation register are
reset to zero.

- At an agreed upon periodicity, for instance every 4 seconds, the counter register is
incremented by 1.

- At the same periodicity, if the present value of the Delivery signal is positive, then
the Delivery MW is added to the running summation register.

- If the Delivery signal is not positive the running summation register remains
unchanged.

- At the end of the hour the running summation value is divided by the counter value,
the result is the integration of the positive portion of the Delivery signal.

- A similar calculation is performed to yield the integration of the negative portion of
the Delivery signal.
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