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REQUEST:

With respect to the gas salesfor the review period July 2002—December 2002 and the trading
documentation provided in theresponseto WUTC DR-178C, how did Avistadeterminethat the
basis differentials between NYMEX Henry Hub prices and broker quotes at Malin were
reasonable? If deliveries were made at any other location beside Malin, please describe how
Avista determined that the basis differential between NY MEX Henry Hub and those delivery
points was reasonable. Please provide all data, analysis or evaluation performed by Avistato
make this determination.

RESPONSE:

The gas Avista had available was physical gas delivered to Malin. The gas had the highest value
at Malin and all gassales were made at Malin. Avista evaluates the price of gas at various
delivery pointsthrough current market prices published in Gas Daily and forward price quotes
from various counterparties. Basisdifferentialsare used to determineforward pricefor AECO,
Sumas, Rockiesand Malin based on NYMEX forward prices. The sale of physical gasis made
with awilling purchaser at anegotiated price, which determinesthe basis differential between
NYMEX and Malin. Avistaobtained several price quotesfrom various counterparties prior to
making agas sale.



