AVISTA CORPORATION
STATE OF WASHINGTON

DOCKET NO. UE-011595
POWER COST DEFERRAL REPORT

MONTH OF NOVEMBER 2007
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£2 Detail Balances (&YA CORP) - 001.1

ERM Deferral Balance (Current Year - 2007)

Account 186280.ED.WA Amount Journal ID
Balance 10/31/07 $10,051,651.00

Deferral $5,957,865.00 481 - WA ERM
Interest 54,943.00 481 - WA ERM
Balance 11/30/07 $16,064,459.00

Year to date deferrals $15,911,846.00

Year to date interest 152,613.00

Balance in account $16,064,459.00
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€2 Detail Balances (g4 CORP)- 001.1862

ERM'A Deferral Balance (Prior year - 2006)

" Account 186290.ED.WA Amount Journal 1D
Balance 10/31/07 $0.00
No current month activity 0.00 481-WAERM

Balance 11/30/07 $0.00
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Recoverable Deferral Balance

Account 182350.ED.WA Amount Journal ID
Balance 10/31/07 $47,160,787.65

Amortization -2,455,997.00 481 - WA ERM
Interest 191,452.00 481 - WA ERM

Balance 11/30/07 $44,896,242.65
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ERM Deadband plus Amounts Absorbed

Account 186010.ED.WA
Balance 10/31/07
Current month entry
Balance 11/30/07

First $4,000,000 at 100%
$4,000,000 to $10,000,000 at 50%
Over $10,000,000 at 10%

Total

Amount Journal ID
$7,772,665.00
661,985.00 481 - WA ERM
$8,434,650.00
Total Absorbed Deferred
$4,000,000.00 $4,000,000.00 $0.00
6,000,000.00 3,000,000.00 3,000,000.00
14,346,496.00 1,434,650.00 12,911 ,846.00
$24,346,496.00 $8,434,650.00 $15,911 ,846.00
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ERM Deadband Contra Account

Account 186020.ED.WA Amount Journal ID
Balance 10/31/07 -$7,772,665.00
Current month entry -661,985.00 481 - WA ERM

Balance 11/30/07 __-$8,434,650.00




Detail Balances (AVA CORP) - 001.2

Deferral Report
Month of Nov '07
Page 7 of 18

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 deferrais
Rounding
Balance in account

$16,064,459.00
0.00
44,896,242.65

$60,960,701.65
-35%

-$21,336,246
2

-$21,336,244




Deferral Report

Changes Semiannually on January 1 and July 1 Beginning 711/02

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

The actual cost of debt calculated at 6/30 will be used for the interest calculation from July through December.

Month of Nov '07
Page 8 0of 18

~he actual cost of debt calculated at 12/31 will be used for the interest calculation from January through June.

srest will be accrued monthly and compounded semi-annually.

|

s the current after tax interest rate

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

- 6/30/07.

00042385 |After Tax
Account 186280 2007 Interest.
12-31-2006|GL Balance including interest ($68,246.00)
01-31-2007|GL Balance $68,246.00 |Transfer to 186290
01-31-2007{GL Balance 0
Jan-07 DFIT Expense ADFIT
Jan-07 |ERM Deferral 0 Deferral 0 |Operating 0
Jan-07|Interest 0 }interest 0 |Nonoperating 0
01-31-2007 |Balance before interest 0 0 [Total 0
Feb-07 DFIT Expense ADFIT
Feb-07 |ERM Deferral 10,299 Deferral 3,605 |Operating (3,605)
Feb-07|Interest 22 |interest 8 |Nonoperating (8)
02-28-2007|Balance before interest 10,299 3,613 |Total (3,613)
Mar-07 DFIT Expense ADFIT
Mar-07|{ERM Deferral (10,299) Deferral (3,605)| Operating 3,605
Mar-07|Interest 22 |Interest 8 |Nonoperating (8)
03-31-2007|Balance before interest 0 (3,597)|Total 3,597
Apr-07 DFIT Expense ADFIT
Apr-07|ERM Deferral 0 Deferral 0 |Operating 0
Apr-07 |Interest 0 }Interest 0 {Nonoperating 0
04-30-2007 |Balance before interest 0 0 |{Total o]
May-07 DFIT Expense ADFIT
May-07|ERM Deferral 0 Deferral 0 |Operating 0
May-07|Interest 0 |Interest 0 [Nonoperating 0
05-31-2007 |Balance before interest 0 0 {Total 0
Jun-07 DFIT Expense ADFIT
Jun-07|ERM Deferral 0 Deferral 0 |Operating 0
Jun-07|Interest 0 }interest 0 |{Nonoperating 0
06-30-2007|Balance before interest 0 0 |Total 0
06-30-2007|GL Balance including interest 44 Jul-07 DFIT Expense ADFIT
Jul-07|ERM Deferral 1,800,230 Deferral 630,081 |Operating (630,081)
Jul-07|Interest . 3,824 interest 1,338 |Nonoperating {1,338)
07-31-2007{Balance before interest 1,800,274 631,419 |Total (631,419)
Aug-07 DFIT Expense ADFIT
Aug-07|{ERM Deferral 6,051,878 Deferral 2,118,157 {Operating (2,118,157)
Aug-07|Interest 20,503 |interest 7,176 |Nonoperating (7,176)
08-31-2007 |Balance before interest 7,852,152 2,125,333 (Total (2,125,333)
Sep-07 DFIT Expense ADFIT
Sep-07|ERM Deferral 498,546 Deferral 174,491 |Operating (174,491)
Sep-07|interest 34,417 |interest 12,046 |Nonoperating (12,046)
09-30-2007 | Balance before interest 8,350,698 186,537 |Total (186,537)
Oct-07 DFIT Expense ADFIT
Oct-07|ERM Deferral 1,603,327 Deferral 561,164 |Operating (561,164)
Oct-07|Interest 38,882 linterest 13,609 {Nonoperating (13,609)
10-31-2007|Balance before interest 9,954,025 574,773 |Total (574,773)
Nov-07 DFIT Expense ADFIT
Nov-07|ERM Deferral 5,957,865 Deferral 2,085,253 |Operating (2,085,253)
Nov-07 |interest 54,943 {interest 19,230 |Nonoperating (19,230)
11-30-2007|Balance before interest 15,911,890 2,104,483 |Total (2,104,483)
GL Balance Activity GL Balance
Net ERM Balance 16,064,459 10-31-07 Nov-07 11-30-07
10,051,651 6,012,808 | 16,064,459
ADFIT Balance (5,622,561)

2007 WA deferred power costs Order 03.xls

186280 WA ERM CUR YR

12-07-2007 9:18 AM




Deferral Report
Month of Nov '07

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

The rate is based on Avista's actual cost of debt, updated semiannually.
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The actual cost of debt calculated at 6/30 will be used for the interest calculation from July through December.

The actual cost of debt calculated at 12/31 will be used for the interest calculation from January through June.

arest will be accrued monthly and compounded semi-annually. |

Lerest 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 debt-at-12/31/06-i57-825%— Actual cost.of debt at 6/30/07 | is 7.843%
The-monthly-rate-is: 0.00652{BeforeTax  |The monthly rate is: 0.00653583 Before Tax
00042385 |AfterFax 0.0042483 After Tax
035 | Taxrate 0.35. Tax rate
Account 186290 2007 Interest
12-31-2006 |GL Balance including interest 0
01-31-2007 | Transfer from 186280 ($68,246)
01-31-2007 |GL Balance including interest ($68,246) Jan-07 DFIT Expense ADFIT
Jan-07 |interest (289)]Interest (101)|Nonoperating 101
01-31-2007 [Balance before interest (68,246) (101)|Total 101
Feb-07 DFIT Expense ADFIT
Feb-07 |Interest (289)]interest (101)|Nonoperating 101
02-28-2007 |Balance before interest (68,246) (101)|Total 101
Mar-07 DFIT Expense ADFIT
Mar-07 |Deferral 0 |Operating 0
Mar-07 [interest (289)]interest (101) |Nonoperating 101
03-31-2007 |Balance before interest (68,246) (101){Total 101
Apr-07 DFIT Expense ADFIT ]
Apr-07 0 Deferral 0 |Operating 0
Apr-07 |Interest (289) lInterest (101)|Nonoperating 101
04-30-2007 |Balance before interest (68,246) (101)|Total 101
May-07 DFIT Expense ADFIT
May-07 0 |Deferral 0 |Operating 0
May-07 |Interest (289)]Interest (101) {Nonoperating 101
05-31-2007 |Balance before interest (68,246) (101){Total 101
. Jun-07 DFIT Expense ADFIT
Jun-07 0 Deferral 0 |Operating 0
Jun-07 |Interest (289)|Interest (101)|Nonoperating 101
06-30-2007 [Balance before interest (68,246) (101)|Total 101
06-30-2007 |GL Balance including interest (69,980) Jun-07 DFIT Expense ADFIT
06-30-2007 |ERM Transfer to 182350 69,980 Deferral 0 {Operating 0
Jul-07 |Interest 0 Jinterest 0 {Nonoperating 0
07-31-2007 | Balance before interest 0 0 |Total 0
Aug-07 DFIT Expense ADFIT
Aug-07 Deferral 0 |Operating 0
Aug-07 |Interest 0 {interest 0 {Nonoperating .0
08-31-2007 |Balance before interest 0 0 |{Total 0
Sep-07 DFIT Expense ADFIT
Sep-07 0 Deferral 0 |Operating 0
Sep-07 |Interest 0 finterest 0 |Nonoperating 0
09-30-2007 |Balance before interest 0 0 {Total 0
Oct-07 DFIT Expense ADFIT
Oct-07 0 Deferral 0 [Operating 0
Oct-07 |Interest 0 finterest 0 |Nonoperating 0
10-31-2007 | Balance before interest 0 0 |Total 0
Nov-07 DFIT Expense ADFIT
Nov-07 0 Deferral 0 |Operating 0
Nov-07 [Interest 0 |interest 0 [Nonoperating 0
11-30-2007 |Balance before interest 0 0 (Total 0
Net ERM Balance 0 GL Balance Activity GL Balance
10-31-07 Nov-07 11-30-07
ADFIT Balance 0 0
When WUTC deems 2006 deferred power costs prudent - reciass to 182350 after interest calculation.
Order granting prudency received 6/27/07 |

2007 WA deferred power costs Order 03.xls

186290 WA ERM LAST YR

12-06-2007 1:27 PM
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Changes Semiannually on January 1 and July 1 Beginning 7/1/02

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

The actual cost of debt calculated at 6/30 will be used for the interest calculation from July through December.

Month of Nov '07
Page 10 of 18

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 mont

Actual-cost-of debt at 12/31/06-is#-8256%-
£-0042385 | AfterFax
0.35|Faxrate
Account 182350 2007 Interest
12-31-2006|GL Balance including interest 70,227,235 Jan-07 DFIT Expense ADFIT
Jan-07|Surcharge Amortization (3,270,611) Amortization (1,144,714)|Operating 1,144,714
Jan-07|Interest 290,727 {interest 101,754 {Nonoperating (101,754)
01-31-2007 |Balance before interest 66,956,624 (1,042,960)|Total 1,042,960
Feb-07 DFIT Expense ADFIT
Feb-07|Surcharge Amortization (3,241,530) Amortization (1,134,536) |Operating 1,134,536
Feb-07|interest 276,926 |interest 96,924 |Nonoperating (96,924)
02-28-2007 |Balance before interest 63,715,094 (1,037,612)|Total 1,037,612
Mar-06 DFIT Expense ADFIT
Mar-06|Surcharge Amortization (2,627,640) Amortization (919,674)|Operating 919,674
Mar-06}Interest 264,488 |Interest 92,571 |Nonoperating (92,571)
03-31-2006|Balance before interest 61,087,454 (827,103)|Total 827,103
Apr-06 DFIT Expense ADFIT
Apr-06|Surcharge Amortization (2,349,050) Amortization {822,168)| Operating 822,168
Apr-06|interest 253,941 |Interest 88,879 |Nonoperating (88,879)
04-30-2006|Balance before interest 58,738,404 (733,289)|Total 733,289
May-06 DFIT Expense ADFIT
May-06|Surcharge Amortization (2,149,145) Amortization (752,201)|Operating 752,201
May-06|Interest 244,408 |!nterest 85,543 |Nonoperating {85,543)
05-31-2006|Balance before interest 56,589,259 (666,658) | Total 666,658
Jun-06 DEIT Expense ADFIT
Jun-06|Surcharge Amortization (2,245,643) Amortization (785,975) |Operating 785,975
Jun-06|Interest 235,094 {Interest 82,283 [Nonoperating (82,283)
06-30-2006|Balance before interest 54,343,616 (703,692) | Total 703,692
06-30-2006| Transfer from 186290 (69,980)
06-30-2006|GL Balance including interest 55,839,220 Jul-06 DFIT Expense ADFIT
Jul-06|Surcharge Amortization (2,269,218) Amortization (794,226)| Operating 794,226
Jul-06|Interest 232,402 |interest 81,341 |Nonoperating (81,341)
07-31-2006|Balance before interest 53,570,002 (712,885) | Total 712,885
Aug-06 DFIT Expense ADFIT
Surcharge Amortization (2,622,613) Amortization (917,915)|Operating 917,915
Interest 222,011 |interest 77,704 |Nonoperating (77,704)
08-31-2006|Balance before interest 50,947,389 (840,211)|Total 840,211
Sep-06 DFIT Expense ADFIT
Sep-06|Surcharge Amortization (2,413,667) Amortization (844,783) |Operating 844,783
Sep-06|Interest 211,313 ]interest 73,960 |Nonoperating (73,960)
09-30-2006 | Balance before interest 48,533,722 (770,823)| Total 770,823
Oct-06 DFIT Expense ADFIT -
Oct-06{Surcharge Amortization (2,240,088) Amortization (784,031) |Operating 784,031
Oct-06|interest 201,428 Jinterest 70,500 |Nonoperating (70,500)
10-31-2006|Balance before interest 46,293,634 (713,531)|Total 713,531
Nov-06 DFIT Expense ADFIT
Nov-06|Surcharge Amortization (2,455,997) Amortization (859,599) |Operating 859,599
Nov-06|interest 191,452 |Interest 67,008 |Nonoperating (67,008)
11-30-2006|Balance before interest 43,837,637 (792,591)|Total 792,591
GL Balance Activity GL Balance
10-31-2007 Nov-07 11-30-2007
Net ERM Balance 44,896,243 47,160,788 (2,264,545)| 44,896,243
ADFIT Balance (15,713,685)

2007 WA deferred power costs Order 03.xIs

182350 WA ERM DEF BAL

12-06-2007 1:25 PM
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Tax Rate’: 172777+, .85%] DJM81LTD | DJ481L7D DJ481LTD DJ481 CURMO|
283280 283280 283280 283280 283280 283280 . 283280
'481 BEGINNING ADFIT ADFIT ADFIT BALANCE FORALL ENDING
BALANCE 182350 186280 186290 COMPONENTS| ACCOUNTS BALANCE
12-31-2006]  (25,510,633)| (24,579,532) 23,886 0 (24,555,646) 954,987 | (24,555,646)
01-31-2007 (24,555,646)|  (23,536,573) 0 23,987 (23,512,586)] 1,043,060 | (23,512,586)
02-28-2007| (23,512,585)| (22,498,961) (3,612) 24,088 (22,478,485)] 1,034,100 | (22,478,485)
03-31-2007| (22,478,485)| (21,671,858) (15) 24,190 (21,647,683) 830,802 | (21,647,683)
04-30-2007|  (21,647,684)] (20,938,570) (15) 24,291 (20,914,294) 733,390 | (20,914,294)
05-31-2007 (20,914,294)}  (20,271,912) (15) 24,392 (20,247,535) 666,759 | (20,247,535)
06-30-2007|  (20,247,535)| (19,568,220) (15) 24,493 (19,543,742) 703,793 | (19,543,742)
07-31-2007| (19,543,742)] (18,830,841)|  (631,434) 0 (19,462,275) 81,467 | (19,462,275)
08-31-2007|  (19,462,276)| (17,990,631)| (2,756,768) 0 (20,747,399)|  (1,285,123)| (20,747,399)
09-30-2007 (20,747,398)|  (17,219,807) (2,943,305) 0 (20,163,112) 584,286 | (20,163,112)
10-31-2007|  (20,163,112)|  (16,506,276)| (3,518,078) 0 (20,024,354) 138,758 | (20,024,354)
11-30-2007 (20,024,354)|  (15,713,685)| (5,622,561) 0 (21,336,246)|  (1,311,892)| (21,336,246)
ADFIT Interest
410100 410200 283280 182350 186280 186290 419600
01-31-2007 182350 (1,144,714)] 101,754 290,727 0 (289)| (290,438)
186280 0 ]
186290 0 (101)
Total (1,144,714)] 101,653
02-28-2007 182350| (1,134,536) 96,924 276,926 22 (289)| (276,659)
186280 3,605 8
186290 0 (101)
Total (1,130,931) 96,831
03-31-2007 182350 (919,674) 92,571 264,488 22 (289)] (264,221)
186280 (3,605) 8
186290 0 (101)
Total (923,279) 92,478
04-30-2007 182350 (822,168) 88,879 733,289 253,941 0 (289)| (253,652)
186280 0 0 0
186290 0 (101) 101
Total (822,168) 88,778 733,390
05-31-2007 182350 (752,201) 85,543 666,658 244,408 0 (289)] (244,119)
186280 0 0 0
186290 0 (101) 101
Total (752,201) 85,442 666,759
06-30-2007 182350 (785,975) 82,283 703,692 235,094 0 (289)| (234,805)
186280 0 0 0 '
186290 0 (101) 101
Total (785,975) 82,182 703,793
07-31-2007 182350 (794,226) 81,341 712,885 232,402 3,824 0 (236,226)
186280 630,081 1,338 (631,419) T
186290 0 0 0
Total (164,145) 82,679 81,466
08-31-2007 182350 (917,915) 77,704 840,211 222,011 20,503 0 (242,514)
186280, 2,118,157 7,176 (2,125,333)
186290 0 0 0
Total 1,200,242 84,880 (1,285,122)
09-30-2007 182350 (844,783) 73,960 770,823 211,313 34,417 0 (245,730)
186280 174,491 12,046 (186,537) &
186290 0 0 0
Total (670,292) 86,006 584,286
10-31-2007 182350 (784,031) 70,500 713,531 201,428 38,882 0 (240,310)
186280 561,164 13,609 (574,773) &
186290 0 0 0 &
Total (222,867) 84,109 138,758
11-30-2007 182350 (859,599) 67,006 792,593 191,452 54,943 0 (246,395)
186280 2,085,253 19,230 (2,104,483
186290 0 0 0 ¥
Total 1,225,654 86,236 (1,311,890)
Recon: Total interest 2007 2,775,069
Calc non op DFIT 2007 971,274
Total 410200 2007 971,274
2007 WA deferred power costs Order 03.xls Interest and DFIT Summary 12-07-2007

9:18 AM
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Electric Revenue Report by Revenue Class

Current Month and Year-to-Date

for Accounting Period : 200711 , State Code : WA

Accounting Period 200711 State Code WA
l_ Meters Usage Revenue Amt YTD AvgMeters  Ytd Usage  Ytd Revenue Amt
198,605] 188,419,728 ] " 12,605,894 196,281 2,119,997,557 136,422,044
19,061| 29996008 | 2,791,237 18027] 339,736,762 31,492,467
7,584| 3,550365|  360.261( 7471| 39,236,944 3,841,600
3.212| 126,553,143 8,831,013 3,212 | 1,404,746,493 98,082,724
71| 2,780,153 192,092 71| 31,701,773 " 2,094,032
22| 85.147,222] 3,894,349 22| 865263296 39,859,387
1 74,000 26,447 1 201,800 228,332
37| 263,380 14,424 37| 23,247,220 11,247,999
1,084 4379484 284,631 1,066] 94,821,612 5,890,777
1,161 374,603 31,092 1,141 11,626,807 784,678
11 8,720 1,520 1 95,920 16,724
256| 1,102275| 274,004 254 12,081,073 3,001,584
13 21,631 2,077 14 242,264 23,238
4| 8117 4,980 5 977,847 55,520
18] 187378 14378 17| 2,050,325 157,398
of . 502,330 87,810 o| 5502495 . 961,137
o| - 304649] 60,295 o] 3388634| . 656916
0 o] 1,036,537 of] 0 11,478,749
0 0 -6,385 0 ~74,094
0 o] 0 0 0 0
0 0 4| 0 0 M
0 o] 13985) 0 _ 151,600
0 0 64,746| .0 655,243
Total WA 231,140 | 443,752,846 | 30,585,394 228,527  |4,955,008,912 | 337,028,098
Total WA 231,140 | 443,752,846 | 30,585,394 228527  |4.955,008912 | 337,028,098

Rev_RateSch_CM_YTD_RMc

04-DEC-07 11.18.56 AM
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“Redacted Attachment A”

Avista Corporation
Monthly Power Cost Deferral Report
Month of November 2007

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, 2008, 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 "Energy" 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 T"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 T"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, 2008 and ending at 2400 Hours on December 31, 2008.

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 2008
February 2008
March 2008
April 2008
May 2008

June 2008
July 2008
August 2008
September 2008
October 2008
Novembexr 2008
December 2008

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
Avista Corp.'s request, the District will schedule the return of
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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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“confidential per WAC 480-07-160”

Month Rate ($/kwW)

January 2008
February 2008
March 2008
April 2008
May 2008

June 2008
July 2008
August 2008
September 2008
October 2008
November 2008
December 2008

3.2 Billing and Payment. 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 Majeure. 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; earthquake; 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 Majeure. 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 unable 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 1Invalid 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 whatsocever 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
liability of any third party to any party or give any third party
any right of subrogation or action over or against any party.
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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. In
the event that litigation or other proceedings arise in relation
to this Agreement, the substantially prevailing party shall be
entitled to recover all reasonable costs of suit, including but
not limited to, reasonable attorney fees, lodging and meals, and
travel.

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 PUBLIC UTILITY DISTRICT NO. 1
OF DOUGLAS COUNTY

oy ANSH o WD C O

William C. Dobbins

Name: %2&5%%6%?9 J;Z»é%%? Manager
Title JJIREK, AWEE Sy

Date Signed: /{/9:/07 Date Signed: | l' Q- o7l
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