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TRANSACTION RECORD

This Transaction Record (“Transaction™) shall serve to confirm a transaction made between
Sovereign Povier, Inc. (“Sovercign Power” or “Buyer’), a corporation chiatteréd by the Spokane

Tribe of Indians, and Avista Corporation (“Avista”), a Washington cerporation, sometimes

hereinafter referred to individually as “Party” and collectively as “Parties” unider Avista’s Electric

Tariff, Seventh Revised Volume No. 9 (“Vol, Na. 9”) pursuant to which Buyer shall acquire

Dynamic Capacity and Energy Service at wholesale forresale to its customer, Kaiser Aluminum &
Chemical Corporation (“KACC” ot “Customer’™),

VHEREAS, Sovereign Power desires to purchase Dynamic Energy and Capacity Service
from Avista for purposes of supplying KACC, and Avista is willing to supply such services to
Sovereign Power; _

WHEREAS, KACC entered into 2 Telemetering Agrégnient on or about Janudry 28, 1998
with The Washirigton Water Pawer Company, now known. as Avista,;pprsu@nt to which KACC’s
Treritwood facility operates ds though it were within Avida’s Balancing Aiithority Area;

WHEREAS, Avista and KAGC have agteed upon the accounting treatment of residual
metering charges owed by Avista fo KACC puirsuant fo a lefter agreerent dated September 14;
2004, and Avista desirés that suchi treatment be implemerited throvgh a Transaetion with
Yovereign Power; '

NOW, THEREFORE, in consideration of the miitual agreenjents contained herein,
Sovereign Power dnd Avista agree as follows:

[This area intentionally left blank]
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1. DEFINITIONS:

Except as modified herein, capitalized terms appearing in Vol. No. 9 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

1.2

13

1.4

1.5

1.6

1.7

1.8

1.9

Avista Electiic System: The electric transmission and distribution facilities that are
owned, operated and maintained by Avista.

Balancing Authority Area: The electrical (not riecessarily geographical) area within
which a-controlling: electric utility has the responsibility to adjust its gericration to
match jnternal load and power flows across literchange Points to other areas
controlled by other electric utilities.

BPA: The Bonneville Power Administration, or its-SucCessor.

Business Day: Every day other than 4 Saturday or Sunday ora natiorial holiday.
National holidays shall be thosé holidays observed by NERC.

Commiission or FERC: The Federal Energy Regulatory Commission or its
SUCCESSOr.

Delivery Point: That poiiit-where Avista will make availableto Sovereign Power the
Diynamic Capatity and Energy Services under thi¥" Trari§action, which Delivery
Point is Customer’s interconnection with the BPA electric system at the Trentwood
Substation. :

Deviation Storsigé Acsount: An account established between Avista and Sovereign
Power for the purpose; of accounting for any howly deviations between Customer’s
actusl Loads and Résourcés and Customers foréeasted Loads and scheduled
Regourees.

Dynamic_Cépacity: The eleotric genérating capability, expiéssed in megawatts
(MW) and associated megawatt-hours (MWh), madéavailable to Sovereign Power
by Avista at the Delivery Poitits' pursuant t6 this Transaction.

Good Utility Practice: Thie pragtices, methods and acts engaged inl ot approved by a
significant portion of the electric ufility industry during the relevant time period, or
any of the practices, ethads-and acts which; in the exercise of reasonable judgment
in light of the facts kriown at the tirmie the decision was made, could hHavée been
expécted to accomplish the desired result at a reasonable cost copsistent with.good
business practices,. reliability, safety and -expedition. Goed Utility Practice is.hot
intenided to be limited to the.optimum practice, method, or act fo the exclusion 6f 4ll
others; but rather iicludes all acceptable practiees, riethods, or- acts, generally

accepted. in fhe region, including these practices required by Fedetal Power Act

Section 215(2)(4) and all applicable and generally followed standards, guidelines,
criteria, practices and methods established by FERC, NERC, the WECC and the

TRANSACTION RECORD BETWEEN SOVEREIGN POWER, INC. AND AVISTA 3
CORPORATION :



1.10

1.11

1.12

1.13

1.14

1.15

1.16

117

1.18

1.19

1.20

121

NWPP, and including design methods, equipment specification methods,
manufacturer quality assurance screening and ordering préctices, fnaintenance
practices and the like.

Interchange Point: The electrical mterconnection point between two electrical
systems that is established and metered for the purpose of defining Balancing
Authority Ared boundaries.

Load: The Customer’s eléctric load at its Trentwood facility.

Load Following: The continuous balancing of tesources with load and the
maintenance of electrical system frequency.

Load Shaping: The hourly balancing of any deviations: between Customer’s actual
Loads anid Resources and Customer’s forecasted Loads and scheduled Resourees..

NERC: The North-American Electric:Reliability Couneil, or its successor.

Non-Firm Energy Index Rate: The daily weighted average electricity. price reported
i the Dow Jories Mid-Columbia Electticity Index for non-firmi energy deliveted On
Peak and/or Off Peak-expressed in dollars per megawatthour. In the abseiice-of thé
Do Johies. Mid-Cohirmibia Eléctricity. Index for non-firin eriergy delivered On Peak
and/or Off Peak, a compérable publication of non-firm energy prices at the Mid-
Columbia as sgteed 16 by the Parties shall be. the Non-Firm Energy Index Rate. The
Parties agree that for the piirposes-of this Trafisiction hn event shall the Neén-Firm:
Eriergy Index Rate.be greater than $500 per MWh.

NWPP: The Northwest Power Pool, or its successor.

On-Peak: The hours ending 07OQ-t1_;tqugh 2200 Pacific Prevailing Time, Monday
through Sunday; including NERC holidays.

OffPeak: All hours other than On-Peak hours.

Pavific Prevailing Time: The Pacific Time, either standard or daylight, whichever i
in cffect at the peftinent firtie.

Resoirces: ‘The eléctric power purchased for the purpose of serving Customer’s
Load.

Stifety and Reliability Requirements: All réquiteriients of Good Utility Practice; all
applicable mandatory requirements concerning levels of reservés and provisions for
contingencies; all -applicaBle thandatery laws, govertinental rules, regulations, and
orders, and all applicable: mandatory reliability critetia, standards, giiidelines and
operating procedurés 6f NERC; FERC; WECC; NWPP and other ofganizations that
apply-to the planning; design and operation of a Paity’s electrical systém.
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1.22

1.23

1.24

1.25

1.26

1.27

2. TERM

CONFIDENTIAL per WAC 480-07-160

Telemetering Equipment: The instantaneous: and hourly power flow metering,
transducers, communication equipment and communication circuits necessary to.
provide Avista with a signal usable by Avista for the purpose of meeting Customer’s
Dynami¢ Capacity requirements and to provide the signal or signals usable by any
third party operator of adjacent Balancing Authority Areas.

Term: Shall have the meaning assigned to such term in Section 2.

Transaction: This Transaction Record, including any exhibits attached hereto, as
may be amended. Any-exhibits are made part of this Transaction by this reference.

Un_controHable Force: The definition of “Uncontrollable Force” under Section.9 of
Vol. No 9 is hereby expanded and modified for purposes of this Transdction to
include any event that constitutes an “Unicontrollable Force” under the Dynamic
Capacity and Energy Agreement between Buyer and Customer or as it may be
subsequently amended, and to exclude goverriniental action by a sovereign tribal
entity. '

Vol. No.9: Means Avista’s FERC Electric Tariff Seventh Revised Volume No. 9 as
may be amended.

WECC: The Westemn Elestric Coordinating Council, or its successor.

Term- of Transaction - The Term of this Transaction shall commence on QR

and continue _throug_h— unless terriinated earlier pursuant to the
terms of this Transaction.

REGULATORY REQUIREMENTS AND APPROVALS

3.1

Approval - This Transaction shall terminate unless the exécution and delivery hereof”
are authorized and ratified before January 15, 2010 by Sovereign Power’s Board of
Diréctors arid, if necessary, Avista Board of Directors. Sovercign Power shall
provide Avista written notice of such. approval. If, in its sole diséretion, Avista
determirnies that FERC acceptance or approyal of this Transdction is required, Avista
and Sovereign Power shall take any necessary steps. to_file this Transaction with
FERC prior to commencement of service.. In the event that FERC approval or
acéeptanicé of this Transaction is tequired, e Paities obligations to providé service
heteunder are conditioned upon FERC'’s acceptance for filing -or approval without
change of the terins and conditions herein within sixty days of the effective date of
this- Transaction. In thie event that FERC does not so approve the Transaction or
approves it: upon conditions that are unacceptable to eithier Party in its: sole
discretion, the Parties’ obligations to provide service shall terminate upon the
sffective date of the order of FERC disapproving; this Transaction or approving it
with unacceptable conditions: The Parties agree to attempt to negotiaté in good faith
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for a period of thirty days following such termination a substitute agreement that
shall comply with the conditions of FERC and preserve the ecoriomic benéefits to
both Parties of the terms and conditions of this Transaction, provided nothing herein
shall be construed as.an obligation to execute any such substitut agrecment.

32  Eligibility - Currently, Sovereign Power does.not require services hereunder as part
of any transmission arrangéimerits between the Parties and as such Sovereign Power
is not receiving transmission dependent service from Avista. If at a later: time,
Sovereign Power does acquire transmission depernident customers or generation
within the Avista transm‘i’ss‘ibn rietwork, then Sovereign Power must provide notice
to Avista as provided herein within thirty days of such acquisition. The Parties shall
negofiite in good faith toward providing for alteinate arrangements for services
hereunder which may be affected by such transmission dependent cusomers or
geneération. '

33  Righit to Terminate - In the event that FERC, the Washington Utilities and
Transportation Commission (“WUTC") or any successor thereto, or ary court of law
having authority determines that Sovereign Power is subject to the jurisdiction of
either the FERC or the WUTC,; eithér Party shall have the right to terminate this
Transaction pursuant to the terms of this. Section. upon notice to the other Party.
Such notice shall be giver: within two months of the final decision of the FERC,
WUTGC, or court of law, and termination of the Transdction shall occur no' eatlier
thian twio rnonths following the notice.

34  NeOblisation for Safety or Reliability - By entering into this Transaction, Avista
does. not assuime any-obligation or responsibility for Sovereign Power’s or KACC’s
compliance with atiy Safety and Reliability Requirements, including but not limited
to-any NERC or WEGE tnandatory reliability criterid, standards; guidelines or
operating procedures.

i, DYNAMIC CAPACITY AND ENERGY SERVICE UNDER: VOL.Ne. 9

41 ‘Sale. of Dynamitc Capacity arid Enhérgdy Sérvice - For the entife Term ‘of the
Transacfion, Avista shall make available to' Buyer, and Buyer shall purchase, an
amouiit of Dynamic Capacity and Eriérgy Service necessary to meet Custorer's
Load requitements. Therefore, under this Transaction, Avista shall only supply the
Dynamig Capacity and Eriergy Servite necessary to follow the, deviations between
actual Customer Load and Customer Scheduled Resources. Dynamic Capsctity and
Ehergy Service shall be dynaniically provided by Avista such that generation -is
adjusted on. a continuous and instantaneous basis to match actual power flow to
scheduled powet flow across Interchange Points to other Balancing Authority Areas.

Rates. For Dynamic. Capacity and Energy. Service - Pursuant to, Vol. No. 9,:Service
Schedulé E, the fees owed to Avista by Sovereigri Power, on a caletidar month basis,
for Dynamic Capacity and Encrgy Service shall bel equal to the Dyriamic Capacity
rate, expréssed i dollars pér-iegawatt-hour (MWh) shown i Exhibit A multiplied
by Custemer’s Load for the same mhonth expressed in megawatt-hours, plus. any

42
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4.3

CONFIDENTIAL per WAC 480-07-160

additional charges as determined in accordance with Section 5 of this Transaction..

Rates for Dynamic Capacity and Energy Service for Future Loads — Sovereign
Power shall, by providing six months written notice to Avista, identify any new
single incremental Load increases that will result in an increase in Sovereign
Power’s power requirements of (N NNNNENNy or more in any
consecutive 12-month period at any time during the Term of this Transaction.
Avista shall provide Dynamic Capacity and Energy Service, as defined under this
Transaction, necessary to provide Load Following and Load Shaping services to
Sovereign Power for a new large single Load addition ata separately negotiated
rate, contingent upon the Parties reaching agreement on the separate price for this
additional service. Should the Parties fail to reach agreement on a rate for.
providing the incrémenital services to be provided heréin within hinety days from
the date Avista receives notice of & new large single Load increase from
Sovereign Power, then the arbitration process may be initiated by either Party in
accordance with Section 13 of this Transaction. '

5. DEVIATION BANDW]DTHS

5.1

Deviatioh Bandwidths, Sovereigh Powershall make reasonblé efforts in
accordance with Good Utility Phactice to match, on an hourly basis, the schedule.of
Sovereign Power's Resources with thie foretast.of Sovereign Power's and/or
Customer’s Loads, -Charges for any deviations between Soveteign Power's and/or
Customer’s actual Loadsand Resources and Sovereign Power’s and/or Customer's
forécasted Loads and scheduled Resources-expressed inMWh accumulated during.
each hour shall be as follows (positive deviationis net energy flow to Avista,
negative deviation is net enérgy flow to Sovereign Powér):

Bandwidth 1: Applies to deviations that are less than or equal to G of
the scheduled amounit of energy or QI whichevet is larger in absolute
value, The positive and negative deviations will be priced at the Non-Firm
Index Energy Rate-for each hour.:

Bandwidth 2: Applies to the deviation that is greater than G the
scheduled amount of energy or (MMM whichever is larger in-absolute
value up 6 and including QM of the scheduled amowt of encrgy or (8
&N whichever is larger in absolute value. When energy is taken by
Sovereign Power, the charge is @Ml of the Non-Firm Index Energy Rate
for each hour,. When energy is taken by Avista, the charge is G the
Non-Firm Index Energy Rate for each hour,

Bandwidth 3: Applies to the deviation that is greater than QS of the
schedule amount of energy or greatér than @M whichever is larger in
absolute value. When energy is taken by Sovereign Power, the charge is
@ of thie Non-Firiri Index Energy: Rate foreach hour. Whien energy is
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taken by Avista, the charge is Wl of the Non-Firm Index Energy Rate for
each hour.

52 Deviation Account. The Bandwidth charges are set out in Exhibit A and are in
addition to the Dynamic Capacity Base Rate and shall be accounted for in a
Deviation Account. Sovereign Power shall have the responsibility to maintain the
accounting fot the Deviation Account on ati hourly basis. For each month of the
Term of the Transaction, or at Avista’s request, Sovereign Power shall provide to
Avista a report that summarizes the status of the Deviation Account. The Deviation
‘Account shall be financially settled monthly, with the Party owing sums from such
account paying the owed balance to the other Party. The amounts in the account:
shall be calculated on an hout-to-hour basis. The hout-to-hour changes in the
Deviation Account as measured in megawatt hours shall be multiplied by theNon-
Firm Energy Index Rate for such Of Péak or Off Peak hour.

53 Intentional Deviation.

Notwithstanding any other term of this Transaction, for any hour that an imbalance
is determined by Avista to be due to an infentional deviation by Sovereign Power or
Custoner no credit will be given when energy taken by Avista is less than the
schieduled energy.

54  Spill and Negative Price Conditions. Notwithstanding any other provision. of this
Transaction, except for those hours When Avista sélls energy-dt'a negative: price,
Avista shall not be. charged, and Sovereign Power shall receive no credit, for
energy delivéréd to Avista during any hour i which the Noxon Rapids
hydroelectric development is spilling. -Avista shall use reasonable commercial
efforts to commuriicate to Customer on'a prescheduled basis the expected starting
fime and duration of spill at the Noxon Rapids hydroelectric development. For
any hour in which Avista sells energy at a riegative price, Soveréign Power will
pay Avista for any energy it delivers:to Avista during such hour at a rate equal to
the absolute value of the average negative price forenergy that Avista sold during
stich hour. Eiergy sent to Avista during any hour thiat Noxoh is spilling will be
exempt from any imbalance charges.

6. INFORMATION EXCHANGE

6.1  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
estimiating Customer’s houtly capacity and energy requirements provided under this
Transaction anid in compliance with applicable Safety and Reliability Requirements.

62  Rightto Examine Records - Avista:may; upon reasonable netice, examine-Sovereign
Power’s records and estinjates associated with this Transaction.

7. DELIVERY
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Unless otherwise mutually agreed upon by the Parties, clectric powet shall be delivered and
the receiving Party shall take title at the Delivery. Point.

8. THIRD PARTY CHARGES

In the event that the provision of Dynamic Capacity and Enefgy Service under this
Transaction by Avista results in charges to either Avisti ot Sovereign Power by the owner
or operator of any third party facilities, such charges, if any, shall be paid by Sovereign
Power or Customer. Sovereign Power agrees to cotitractually require Customer to pay such
charges. The Parties agree that such third party charges may include, but are not limited to,
any charges associated with third paity whieeling, transmission ldsses, reactive power
supply, or third party stranded Costs or exit fees.

9. RESOURCES AND LOAD

9.1  Resourdes - Buyet shall include in its Dynamic Capacity and Energy Agreement
with Customer the following. requirements: (a) that Customer shall acquire
generation Resources iff arounts sufficient to cover the-Cuistoier Load; arid (b) that
Customer, or Customer’s dispatchets; schedulers, or scheduling agonts, shall submit
to Avista fonthly forecasts of On-Peak and Off-Peak. Customer Load and

corresponding quantities of Custonicr Scheduléd Resources: with each supplying

arty. Such monthly Load estimates. shall be provided to -Avista prior to the
applicable. month and may be modified on 4 daily basis by providing modified

Customer Load forecasts fo Avista by 0900 hious Pacific Prévailing Time orsooner

as may be required by Geod Ufility Practice: o the Business. Day imiediately,

pieceding the day or'days o which power i§ t6- bé delivered, driless’ otherwisé
mutually agreed to by the Parties.

9.2  Obligation to Match Resources. to Load - Buyer shall include in its Dynamie
Capacity and Energy Agreemeérnt 'with Gustorier the requirement that Custeiner, or
its dispatchers, schedulers or scheduling agents, shall use reasonable commercial
efforts to match, on an hourly basis, the sum of all Customer Scheduled Resources
to the forecast of the Custoier Load.

Resource Curtailment and Service Intertupticn - In the event that any of Customer’s
Resources; as scheduled cach day, are curtailed, or service from Customer’s
Resources: is interripted, Buyershall contractually requir€ in its Dyriamic Capiacity
and Energy: Agreement with Customer. that, Customer or Ciistomer’s scheduling
agent will iimediately notify Avista of such cuitailiment of intetfuption.

9.3

94  Interruption Of Load For System Reliability - Buyer shall contractually require in
its Dynamic Capacity and Energy Agreement with Customer that Customer Load
shall continue to have protective relays installed which shall be set to trip
Customicr Load as part of Avista’s regional responsibility to shed load for
underfrequency system conditions.

95 No Schedulifig or Dispatching Duties Imiposed ofi Buyer: This Transaction
contemplates that either Customer. or Avista will provide all scheduling and
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10.

11.

12.

dispatching services necessary to receive Dynamic Capacity and Energy Service
from- Avista in accordance with thi§ Transaction. Buyer’s duties and obligations
with regard to scheduling and dispatch are limited exclusively to those duties
specified in the preceding provisions of this Section 9.

TRANSMISSION COSTS

Notwithstanding, any other provision of this Transaction, Avista’s obligation t6 provide
Dynamic Capacity and other services to Buyer undeér this Transaction is limited to, and
conifingent upon, its ability to obtain transmission service and, if any are required,
ancillary services on its own transmission System. Avista. shall use commercially
reasonable efforts to obtain any hece§sary transmission and/or ancillary services on its
own transmission system: prior to. the Effective Date of this Transaction. Buyer shall
reimbuise Avista at-a rate notto exceed the applicable FERC transthission tariff rate(s)
for the cost of acquiring. such transmission and ancillary seryices and shall reimburse
Avista for any lesses under Vol. 9.

BILLING AND PAYMENT

11.1 Billing And Payment - Billing and payment provisions shall be as speeified in the
General Terms of Vol. No. 9, except that Sovereign Power shall not be required to
remit funds to Avista unless and until Sovereign Power has received payment
from Customer pursuant to the Dynamic Capdcity arnd Energy Agreement
between Sovéreign Power and Customer. Within two (2) Business Days
following receipt of payment from Custoiner, Sovereign Power shall fransact

payrient t6 Avista by means of an infra-bank transfeér from Sovereign Power's
account at the Washington Trust Bank to Avista’s account at the Washington
Trust Bank. Tir the event that Avista owes moriey. to Severeign Power,. Avista
shall similarly transact payment by means.of an intra-bank transfer from Avista’s

acootint at the Washingtori Trist Bank o Sovereign. Power’s account at the
Washington Trust Bank.

112 Invoice Detail - All invices from Avista shall separately jternize-and document
all Dymamic Capacity payments owed by or credited to. Buyer under this
Transaction.

113 Dispiited Bills - In the evént of 4.good faith dispute about any invoice, Buyer shall
remit: the undisputed portion. of such invoice and utilize the provisions of
Section 13 regarding thiddispute.

Avista agrees to reimburse. Buyer for all taxes imposed by any jurisdiction (including,
without limitation, business arid otcupation taxes, gross receipts taxes; sales taxes and
public. utility taxes), fees, levies, assessments, surcharges, fines, and penalties (but
excluding Buyer’s federal, staté and local income taxes; payroll taxes, or administrative
taxes and FERC fees, levies and assessments. and any fines or penalties: assessed by
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FERC, NERC, or WECC for any violatien or alleged violation, including any viplation or
alleged violation of any Safety and Reliability Requiremerits), that may be levied on
Buyer or Customer and are a result of, or in connection with, purchases and sales made
by Buyer under this Transaction and the Dynamic Capacity and Energy Agreement
betweéen Buyer and Customer. All amounts payable to Buyer under this provision may
be netted and set-off by Buyer against the fees payable under this Transaction by Buyer
to Avista.

13. ARBITRATION

The détermination of any disputed matter bétween the Parties arising out of or rélating to
this Transaction shall be first submitted to senier management, and failing resolution by
senior managerment within thirty (30) days of réfeiril, shall be-subjéct to resolution by
binding arbitration in accordance with this Section 13.

13.1 Initiation and Selection of Arbitrators - The Patty calling for arbitration’ shall
sérve notice in writing upon the other Party, settinig forth in defail the question or.
questions to be arbitrated, the relief souglit, and the arbitrator appointed by such
Paity. The' other Party shall, within tweiity-five (25) busitiess days fter the
receipt of such notice, appoint-the. second arbifrator by netice in writing to the
Party calling for arbitration, and the two so-appointed shall chosse and appoint a
third (if the Parties have not agreed upon and appointed a third). If such other
Party fails to appoint the second arbitrator within said ‘twenty-five. (25) business
days, or if a third arbittator has not been: appointed by agreement between the
Parties within twenty-five (25) business: days after receipt of netice of
appointment of the second atbitrator (or, in thé absence of such dgréement, by the
two arbittators. who have been appointed), either Party, upon five: (5). business
days' writfen riotice delivered o the other Patty; may apply to thie Chief Justice-of
the Supreme: Court: of the State of “Washington for appointment of the second or
third arbittator, as the- case may be. Neither Party may-discuss any matter t© be
arbitrated with any arbitrator after such arbitrator is appoirited but prior'to receipt
of the. arbitfators' determination by both Parties, without:providing notice to the
othér Paity and reasonable opportinity o participate: The Parties intend that
every arbitrator be-a person with experience.in the subjeet matter to be arbitrated.

132 Procedure - The arbitration shall be conducted pursuant to the Washington
Arbitration Act, RCW-Chapter 7.04, as-ameénded. The rules-of procedure for the
conduct of the arbitration (including rules regatding,the éxteint of discovery) shall
be determined by a tidjotity of the arbitrators. Such: rules of procedure shall
direct the expeditious evaluation of the mierits of the mattér and renderifig of
decision consistent with the complexity of the matter being arbitrated. In.any such
arbitration, each Party thereto shall have:

()  full access to. the records of the other Party that periain to the subject
matter or the controversy;

(b)  the powerte call for testimony of any-diréctor, officer, employee, agent, or

TRANSACTION RECORD BETWEEN:SOVEREIGN POWER, INC. AND AVISTA 11
CORPORATION



representative of the other Party having knowledge relevant to the
controversy, and

© all other rights of discovery afforded to pai'.tiés in civil actions under the
then applicable Federal Rules of Civil Procedure (or rules or laws
applicable to Federal Court proceeding-adopted in lieu thereof).

Disputes regarding the extent of discovery shall be resolved by the arbitrators.

13.3  Timeliness - Unless otherwise agreed by the Parties, the arbitrators shall render a
determination of the matteérs submitted and the relief awarded within thirty (30)
caléndar days of the. eompletion of thé arbitration proceeding. In détermining
matters submitted for arbitration, no arbitrator shall be required to adhere to or
advance the position of any particilar Party. The détermination of the matters
submitted for arbitration shall be made by a majority of the arbitrators, and shall
be binding as between the Parties, The determiriation shall be in writing; but rieéd
not affirm or deny each contention of the Parties or set forth the v,reas,pns:thereforc;
The determination of the arbitrators. shall be final and binding and shall be
enforceable by a court of competent jurisdiction at the request of either Party.

134 Costs - Bach Party shall pay for the seérvices and expenses of the arbitrator
appointed by or for it, and for.all of its own costs including its own.attorney fees,
afid-compensation for its withesses anid consultants. The costs: foi the servites.and
expenses of the, third arbifrétor and all adnjinistrative costs of thé arbitration shall
be paid equally by the Parties, unjess-the arbitratots expressly decide to-allocate
costs disproportinately among the Parties.

13.5 Third Party Pasticipatior - Custorier shall have-the right to participaté as d patty
in.any arbitration under this section. Such participation by Customer shall be at
Customer’s sole expense.

14. DAMAGES

14.1 In the event that Avista fails-to perform as.required hereunder and where such
failure is fiot éxcised by Uricoritrollable Foreg, Avista shall pay Buyer, 4 arfiourit
equal to: (i) the cost at which Buyer or Customer purchases, or would be able to
purchase using, efforts that dre commeéreially reasonable under the circlimstances,
replacement services during. the period of Avista's failure to peiform and
redsonablé actual costs of collection and related litigation, minus (ii) the cost of
services provided herein as if Avista tiad pérformed.

14.2 Sovereign Power shall be excused from performance: (i) by Unconirollable
Force; and (ii) to the extent that that Customer is discharged from its obligations
to. Sovercign Powér by reason of an order of 4 bankruptcy court having
jurisdiction of Customer. Sovereign Power’s obligations to Avista shill be
discharged to the same extént and shall not be deemed damages fo Avista.
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15.

16.

ASSIGNMENT

15.1

15.2

15.3

154

Neither party may assign its rights or obligations under this Transaction, or transfer
any interest therein, without the prior written consent of the other Party, except if
such assigninént is:

(@)  made to any person of entity into which or with which the Party making the
assignment is merged or consolidated or to which the Party transfers
substantially all of its assets; or

(b)  made at Buyer’s request to an alternative power marketer that has a tariff on
file with FERC.

In the event either Party wishes to nmiake an assignnerit where wiitten notice is
required, the Paity in receipt of such notice shall provide written notice granting
or withholding, consent -within thirty (30) days: affer receipt of riotice of
assignment. Eonsent shiall rigt be wiireasonsbly withheld. Failure of a Pérty 16
provide notice granting or withholding consent.within such thity (30) day period
shall constitute consent. Aty assigninent requiting consent but made without
consent shall be void. '

All respective covenants: and obligations of the assigning Party shall be and
become the respective obligations of its succéssors and assignees. Upen
assigrifhent of this Transaction by @ Patty, and ‘the Writtéd acknowledgerhent of
such covenants and obligations by the -assignee to the non-assigning Party, the
assignitig Party shall be relieved of all duties aiid cbligations from arid after the
date of assignment..

Avista conserits to the assignment of clainis arising out of any breach of Avista’s
duties urider the Transaction from Sovereign Power to Customer.

WAIVER AND DEFAULT

16.1

16.2

Avista hereby waives the following provisions of Vol. Ne. 9: (1) the credit terms of
Section 12.4; (2) the provisions of Section 19 to the extent it héreby agrees that
Customer is a third-party beneficiary of this Transaction.

In Tien of the eredit terms of Section 12:4, the Parties agrée that in the event either
Party (the “Defaulting: Party™) shall (i) make an assignment or any general
arrangémment for the: beriefit of creditors; (ii) défault iri the payriient or perfortnance
of any obligation to the other Party (the “Non-Defaulting; Party”) under the
Transaction; (iif) filé-a petition or otherwise comnienee, authorizé of acquiesce inthie
commencement of a proceeding or cause under any bankruptcy or similar law for
thie protection for ereditors or have such petition filed or prodeeding commenced
against it; (iv) otherwise become bankrupt or insolvent (however evidenced); or (v)
be unablé to-pay its debis asthey fall due; then the Nofi-Defaulting Party shall have
the right to declare: the Defaulting Party to be in default. Default shall be grounds
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17.

18.

1:9;

for termination of this Transaction if such Default is not. cured within twenty (20)
days of written Notice of Default. Upon termination, there shall be no further
ob[igaiion or hability between the Parties pursuant to this Transaction; provided, that
obligations fot services provided up to the date of ‘termination shall remain until
satisfied.

NO STRANDED COSTS

Neither Party has any expectation of any continuing obligation to sell or purchase Dynarnic
Capacity and Energy Service after the expiration of this Transaction in accordance with its
terms. Accordingly, Avista acknowledges and agrees. that there is no obligation on the part
of Buyer or Customer for payment of any stranded costs or exit fees related to this
Transaction or'any ‘service provided hereunder.

OTHER SERVICES

18.1 Obligation to Provide Reserves to Avista - Nothing in this Transaction shall
requite Buyer or Cuistomer to provide reserves of any kind, including stability reserves, to
Avista excépt as may be explicitly agreed to between the parties under separate
agreement. :

182 Obligation to Provide Reserves — In .the event that FERC, NERC, or WECC
adopts:a policy, through an dpproved Safety or Reliability Requirement or othérwise,
that changes how operating reserves are charged (e.g., split operating reserves between
load and genefation), Buyer andfor Custommer hall be responsible for obtainihg any
réseives feqiived fo be provided by load. In the évent that Buyer elects to purchase siich
rexerves from Avista, the Parties agree to negotiate the applicable rates for reserves
consistent with.such new policy.

18:3 Blackout Restoration - Avists, as Balaricifig Authority Aréa operdtor for
Customer, shall be responsible to manage blackout restoration. in accordance with Good
Utility Practice.

WAIVER OF SOVERBIGN IMMUNITY; WAIVER.

19.1 Sovercign: Power hereby waives claims of sovereign immunity ineident to the

performance 6t enforcement of the obligations set forth heréini. Except for the
waiver of sovereign immunity regarding this Transaction asset forth in this Section,
nothiinig if this agreement shall bie-construed to waive the Spokane Tribe of Indian’s
sovereign immunity for any other purpose.

192 ‘The failure of either Party to insist of strict compliance with any terms, covenants,
or conditions of this Transaction by the other Party shall not be deemed waiver of
that term, covenant, or condition, nor shall any waiver or relinquishimetit of any right
or powet at any;one time or times be deemed.a waiver or relinquishment of that right
or power of all and: or any othier terms.
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20. SIGNATURE CLAUSE

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

AVISTA CORPORATION

By:

Rithard L. Storro, VP Energy Resources
Dated: Signed: / QT ~ [

SOVEREIGN POWER, INC.
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CONFIDENTIAL per WAC 480-07-160

TRANSACTION RECORD
BETWEEN
SOVEREIGN POWER, INC.
AND
AVISTA CORPORATION
EXHIBIT A—RATES
Tariff Rate Type ‘ Period _ Quantity Rate
Vol. | Dynamic Capacity Term of Transaction | Up to (R Scheduled | (D
No.9 | BaseRate Energy
G Scheduled | GRS
Energy
Gredter than SNEND G
Scheduled Energy
Minimum Charge G |
Bandwidth Bandwidth Rate

Bandwidth 1

Applies to deviations that are
less than or equal to GENENE of
the
energy or G whichever
i§ larger in‘absoluté vahie.

schéduled dmiount of

the Non-Firm Index Eneigy Rate for éach hour, except
as provided in section 5.4 of the Transaction.

The positive and negative deviations will be priced at.

Bandwidth 2

Applies to:the deviation that
is .gréater than G of the
scheduled amount of energy
of QYD whichever is
lacger in-absolute value up to
and including QNN of the
scheduled amount of energy
or WIS vhichever is

larger in abgolute value.

When ¢nergy is taken: by Sovereign Power, the
charge is GEMMROT the Non-Firm Iridex Energy Rate
for each hour.

Wheri energy is taken by Avista, the charge is (il
of the Non-Firm Index Energy Rate for each hour,
except as provided iri séction 5:4 of the Transaction.

Bandwidth 3_
Applies to the deviation that is
greater than @I of the

schédulé amoiint of energy or

When energy is taken by Sovereign Power, the
charge is Wl of the Non-Firm Index Energy Rate
for each hour:

ExAbi ACORPBANF{FTION RECORD BETWEEN SOVEREIGN POWER, INC. AND
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CONFIDENTIAL per WAC 480-07-160

greater than (NP _

whichever is larger in absoluté | When enetgy is taken by Avista, the charge is QP of

value. the Non-Firm Index Energy Rate for each hour,
except as provided in section 5.4 of the Transaction

Inténtional Deviation.

Notwithstanding any other term-of this Transaction, for any Hour that an imbalance is determined by
Avista to be dueto an intentional deviation by Sovereign Power or Customér no credit will be given
when energy taken by Avista is less than the scheduled energy. For any hour that energy taken by
Buyer-exceeds the scheduled energy the charge isthe greater of @il of theNon-Firm Index
Energy Rate for each hour or (N B :

Exhibit &G@Rgmi;mlw RECORD BETWEEN SQVEREIGN POWER, INC. AND

Fiiial



