Avista Corp. - .
1411 East Mission P.O. Box 3727 i W'STA
Spokane. Washington 99220-3727 Cor
Telephone 509-489-0500 P.
Toll Free 800-727-9170
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May 15, 2013 D Z
Steven V. King =
Acting Executive Director and Secretary o — -
Washington Ultilities and Transportation Commission : T B
P.O. Box 47250 -

Olympia, WA 98504-7250 ;

Re: Docket No. UE-011595, Monthly Power Cost Deferral Report,
April 2013

Dear Mr. King:

Enclosed are an original and five copies of Avista Corporation’s Power Cost Deferral
Report for the month of April 2013.

The report includes the monthly energy recovery mechanism (ERM) accounting
journal together with backup workpapers (Attachment A). In April, actual net power
costs were lower than authorized costs by $1,000,178. The year-to-date difference is
$4,056,122 in the rebate direction. A deferral entry of $42,092 was made in the
rebate direction.

In Order 09, Docket UE-120436, the Company was authorized to return a portion of
the accumulated ERM deferral balance to customers effective January 1, 2013. Total
rebate revenue amounted to $356,365 for the month of April 2013. After adjusting
for revenue-sensitive expenses, $340,364 of amortization of the deferral balance was
recorded.

Actual net power costs for April 2013 were lower than the authorized level due
primarily to better than authorized hydro generation. Hydro generation was 81
aMW above the authorized level. The average power purchase price was
$23.49/MWh compared to an authorized price of $16.66/MWh. The average
natural gas price was $3.73/dth compared to an authorized price of $3.16/dth.

Colstrip and Kettle Falls generation was 59 aMW above and 4 aMW below the
authorized levels, respectively. Natural gas-fired generation was 55 aMW below
the authorized level. The net transmission expense (transmission expense less
transmission revenue) was above the authorized level. Washington retail sales
were 17 aMW above the authorized level.
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The report also includes the monthly renewable energy credits (REC) accounting
journal together with backup workpapers (Attachment B). In April 2013, actual net
REC revenues were greater than authorized revenues by $259,452. The Company
records 100% of the net REC revenues in a separate deferral account per Order 09,
Docket UE-120436.

Interest is calculated pursuant to the Settlement Stipulation approved by the
Commission’s Fifth Supplemental Order in Docket No. UE-011595, dated June 18,
2002. Interest is applied to the average of the beginning and ending month deferral
balances net of associated deferred federal income tax. The Company’s weighted
cost of debt is used as the interest rate. The interest rate is updated semi-annually and
interest is compounded semi-annually. The January and July reports contain the
supporting workpapers for the semi-annual updates of the weighted cost of debt used
in the interest calculations. Page 21 of this report for January 2013 shows the
calculation of the weighted cost of debt at December 31, 2012, which will be used for
the January through June 2013 period.

Enclosed is one forward long-term power contracts that was executed in April 2013
(Attachment C).

If you have any questions, please contact Bill Johnson at (509) 495-4046 or Jeanne
Pluth at (509) 495-2204.

Sincerely,
Dty rserd
Kelly Norwood
Vice President State and Federal Regulation
JP
Enclosure

C: Mary Kimball, S. Bradley Van Cleve
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ERM Deferral Balance (Current Year - 2013)
Account 186280.ED.WA Amount Jourmnal ID
Balance 03/31/13 $0.00
Deferral -42.092.00 481 - WA ERM
Interest -65.00
Balance 04/30/13 -$42,157.00
Year to date deferrals $42,092.00
Year to date interest 65.00
Balance in account $42,157.00
Total Absorbed Deferred
First $4,000,000 at 100% -$4,000,000.00  -$4,000,000.00 $0.00
$4,000,000 to $10,000,000 at 75% -56,122.00 -14,030.00 -42,092.00
Over $10,000,000 at 10% 0.00 0.00 0.00
Totat -$4,056,122.00 -$4,014,030.00 -$42,082.00
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ERM Deferrat Balance (Prior year - 2012)
Account 186290.ED.WA Amount Journal 1D
Balance 03/31/13 -$9,028,788.14
Interest -27,677.00 481 - WA ERM
Other 0.00 481 - WA ERM
Balance 04/30/13 -$9,056,465.14
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Recoverable Deferral Balance

Account 182350.ED.WA Amount Joumal ID
Balance 03/31/13 -$12,676,663.00

Surcharge Amortization 340,364.00 481 - WA ERM
interest -38,288.00 481 - WA ERM

Balance 04/30/13 -$12,374,587.00
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DFIT Associated with ERM Deferrals
Account 283280.ED.WA
Account 186280.ED.WA balance -$42,157.00
Account 186290.ED.WA balance -9,056,465.14
Account 182350.ED.WA balance -12,374,587.00
Total -$21,473,209.14
Federal income tax rate -356%
Deferred FIT related to deferrals $7,515.623
Rounding 1

Balance that should be in account - Feb 28, 2013 $7.515,624
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REC Deferral Balance

Account 186322.ED.WA Amount Journal ID
Balance 03/31/13 -$426,728.81

Deferral -259,452.00 475 - WA REC DEFERRAL
Interest

-1,711.00 475 - WA REC DEFERRAL
-$687,891.81

Balance 04/30/13
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DFIT Associated with REC Deferrals
Account 283305.ED.WA
Account 186322 ED.WA balance -$687,891.81
Total -687,891.81
Federal income tax rate -35%
Deferred FIT related to deferrals $240,762
Rounding 0

Balance that should be in account - 3/31/2013 $240,762
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Attachment A

Avista Corporation
Monthly Power Cost Deferral Report

Month of April 2013

ERM Deferral Journal
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Changes Semiannually on January 1 and July 1

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.
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

Deferral Report
Month of April 2013
Page 10 of 46

Actual cost of debt at 12/31/12 s 5.711% Actual cost of debt at 06/30/13 is 5.713%
The monthly rate is: 0.00476 Before Tax The monthly rate is: 0.00476 Before Tax
0.0030935 After Tax 0.0030945 After Tax
35.00% Tax rate 35.00% Taxrate
Account 186280 ¢
January DEIT Expense ADEIT
January ERM Deferral 0 Deferral 0 Operating o}
January Interest 0 {interest 0 Nonoperating a
01-31-2013 Balance before interest 0 0 Total Q0
February  DFIT Expense ADFIT
February ERM Deferral 0 Deferrat 0 Operating o}
February Interest 0 Jinterest Q0 Nonoperating 0
02-28-2013 Balance before interest 0 0 Total aQ
March OFIT Expense ADFIT
March ERM Deferral 1] Deferral 0 Operating 4]
March Interest 0 [interest 0 Nanoperating 0
03-31-2013 Balance before interest 0 0 Total 0
April DFEIT Expense ADFIT
Aprit ERM Deferral (42,092) Deferral (14,732) Operating 14,732
Aprit Interest (68)|Interest (23) Nonoperating 23
04-30-2013 Balance before interest (42,092) (14,755) Total 14,755
J May DFIT Expense ADFIT
May ERM Deferral 0 Deferral 0 Operating 0
May Interest {130){interest (46) Nonoperating 45
05-31-2013 Balance hefore interest (42,092) (46) Total 486
June DFE(T Expense ADEIT
June ERM Deferral 0 Deferral 0 Operating o}
June Interest {130){!nterest (46) Nonoperating 46
06-30-2013 Balance before interest (42,082) (46) Total 46
GL Balance including interest (42,417) July DFIT Expense ADFIT
July ERM Deferral 0 Deferral 0 Operating 0
July Interest {131)]Interest {46) Nonoperating 46
07-31-2013 Balance before interest (42,417) {46) Total 46
August DFIT Expense ADFIT
August ERM Deferral ] Deferral 0 Operating o]
August interest {131)]interest (46) Nonaperating 46
08-31-2013 Balance before interest (42,417) ) {46) Total 46
~ September  DFIT Expense ADFIT
September ERM Deferral 0 Deferral 0 Operating 0
September  Interest (131)[tnterest (46) Nonoperating 46
09-30-2013 Balance before interest (42,417} (46) Total 46
October DFIT Expense ADFIT
October ERM Deferral 0 Deferral 0 Operating 0
Qctober Interest {131){Interest {46) Nanoperating 45
10-31-2013 Balance before interest {42,417) (46) Taotal 46
November  DFIT Expense ADFIT
Navember ERM Deferral 1] Deferral 0 Operating 0
November Interest {131)}interest {46) Nonoperating 46
11-30-2013 Balance before interest {42,417) (46) Total 48
December  DFIT Expense ADFIT
December ERM Deferral ] Deferral 0 Operating 9
December Interest {131)}interest {46) Nanoperating 46
l 12-31-2013 Balance before interest {42,417) (48) Total 45
2013 DJ481 WA ERM.xlsx 186280 WA ERM DEF 05-06-2613 2:37 PM
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Changes Semiannually on January 1 and July 1

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

The actual cost of debt calculated at 12131 will be used for the interest

Jon from J

{nterest will be accrued monthly and compounded semi-annually.
tnterest is calculated using the prior month ending balance plus 1/2 month of current month charges times the current after tax Interest rate

y through June.

Deferral Report
Month of Aprit 2013
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Actual cost of debt at 12/31/12is 5.711% Actual cost of debt at 06/30/12 is 5713%
The monthly rate is: 0.00476 Before Tax The mornthly rate is: 0.00476 Before Tax
0.0030935 After Tax 0.0030945 After Tax
35.00% Taxrate 35.00% Tax rate
Account 186290
12-31-2012 GL Balance including interest {8,756,638) $3,064,823
January DFIT nse ADFIT
January ]
January Interest (27,088} |Interest {3,481} Manoperating 9.481
01-31-2013 Balance befare interest {8,756,638) (9,481) Total 8,431
February DFIT Expense ADFIT
February 2012 Trans. Revenue Adj, (101,807}
February 2012 REC Expense Adjustment (7,545)
February interest (27.383)]interest (9,584) Nonopetating 9,584
02-26-2013 Balance before inlerest (8,865,390) (27,383) {9,584) Total 9,584
March DFIT Expense ADFIT
March 0
March Palouse Transfer from 186810 {80,774)
March Interest (27,552} |Interest (9,643) Nonoperating 9.643
03-31-2013 Balance before interest {8,946,764) (5,643) Tatal 9,643
April DFIT Expense ADFIT
Apri 0 Deferral
Aprl Interest (27,677} Interest {9,687) Nanoperaling 9,687
04-30-2013 Balance before interest (8,946.764) (9,687) Total 9,687
May DFIT Expense ADFIT
May 0 Deferral
May Interest {27.677)}interest (9,687) Nonaperating 9,687
05-31-2013 Balance before interest (8,946,764) ) {9,687) Total 9,687
June DE(T Expense ADFIT
June /] Deferral
June Interest (27.877)Alnterest (9.687) Nonoperating 9,687
Balance including inlerest {8.948,764) (9,687) Total 9,687
ERM Transfer {o 182350 0
06-30-2013 Balance (8.946,764)
duly DFIT Expense ADFIT
July 0 Deferral
July Interest 0 ilrnerest 0 Nonoperating g
@7-31-2013 Balance before Interest 0 0 Tatal ]
August DFIT Expense ADFIT
August 0 Deferral
August Interest G |interest 0 Nonoperating [}
08-31-2013 Balance before interest 0 0 Total 0
September DFIT nse ADFIT
September 1} Deferral
September Interest 0 rlnterest ¢ Nonoperating 0
08-30-2013 Balance before interest 0 0 Tatal 0
QOctober DF{T Expense ADF{T
October /] Deferra
October Inmerest 0 Jinterest 0 Monoperating 9
10-31-2013 Balance before Interest 0 0 Total 0
November DFIT Expense ADFIT
November 0 Deferral
November Interest 0 Jinterest 0 Nonoperating [+
11-30-2013 Balance befare interest g ¢ Total bl
DBecember DFIT Expense ADFIT
December [+} Deferral
December interest 0 |interest 0 Nonoperating 9
12-31-2013 Balance before interest 0 0 Total a
2013 DJ481 WA ERM.xIsx 186290 WA ERM LAST YR 05-03-2013 2:54 PM



Changes Semiannually on January 1 and July 1
The rate is based on Avista's actual cost of debt, updated semiannually.
The actual cost of debt calcutated 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

interest will be accrued monthly and compounded semi-annuaily.

Interest is calculated using the prior month ending balance plus 1/2 month o

calculation from January through June.
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f current month charges times the current after tax interest rate

Actual cost of debt at 12/31/12is 5.711% Actual cost of debt at 06/30/12 is 5.713%
The monthly rate is: 0.00476 Before Tax The monthly rate is: 0.00476 Before Tax
0.0030935 After Tax 0.0030945 After Tax
35.00% Tax rate 35.00% Taxrate
Account 182350
12-31-2012 GL Balance including interest {13,429,980) 4,700,493
January DFIT Expense ADFIT
January Surcharge Amortization 110,250 Amortization 38,588 Operating {38,588)
Januvary Interest {41,375)]Interest {14,481) Nonoperating 14,481
01-31-2013 Balance before interest (13,319,730 24,107 Total (24,107)
February DFIT Expense ADEIT
February Surcharge Amortization 401,167 Amortization 140,408 Operating {140, 408)
rFebruary Interest (40,597)[interest (14.208) Nonoperating 14,209
02-28-2013 Balance before interest (12,918,563) 126,199 Total {126,199)
March DFIT Expense ADFIT
March Surcharge Amortization 363,286 Amortization 127,150 Operating {127,150}
March Interest (39,414)interest {13,795) Nonoperating 13,795
03-31-2013 Balance before interest {12,555,277) 113,355 Total {113,355)
April DFIT Expense ADFIT
April Surcharge Amartization 340,364 Amortization 119,127 Operating (119,127)
April Interest (38,288)interest {13.401) Nonoperating 13,401
04-30-2013 Batance before interest {12.214,913) 105,726 Total {105,726)
May DFIT Expense ADFIT
May Surcharge Amortization [¢] Amortization Q Operating 0
May Interest (37.787){Interest {13,225) Nonoperating 13,225
05-31-2013 Balance before interest {12,214,913) (13,225) Total 13,225
Balance transfer June DFIT Expense ADFIT
June Surcharge Amaortization 0 Amortization 0 Operalting 0
June interest ¢] {37,787)]interest {13,225) Nonoperating 13,225
06-30-2013 Balance including interest {12,214,913) (13,225) Total 13,225
' July DEIT Expense ADFIT
GL Balance including Interest {12,214,913)
July Surcharge Amortization [ Amartization 0 Operating a
July Interest {37,799){Interest {13,230} Nonoperating 13,230
07-31-2013 Balance before interest (12.214,813) (13,230) Total 13,230
August DFIT Expense ADFIT
August Surcharge Amortization 2] LAmortization 0 Operating [}
August Interest {37,799)|Interest {13,230) Nonoperating 13,230
08-31-2013 Balance before inlerest (12,214,913} (13,230) Total 13,230
September DFIT Expense ADFIT
September Surcharge Amortization 0 Amortization 0 Operating 0
September Interest (37,799)] Interest {13,230) Nonoperating 13,230
09-30-2013 Balance before interest (12,214,913) (13,230) Total 13,230
Oclober DFIT Expense ADFIT
Qctober Surcharge Amortization ] Amortization 0 Operating a
Qctober Interest {37,799)|Interest {13,230) Nonoperating 13.230
10-31-2013 Balance before interest {12,214,913) (13,230) Total 13,230
November DEIT Expense ADFIT
November Surcharge Amortization ¢ Amortization 0 Operating [1}
November Interest (37,799)] Interest (13,230) Nanoperating 13,230
11-30-2013 Balance before interest (12,.214,913) {13,230) Total 13,230
December  DFIT Expense ADELT
December Surcharge Amortization 0 | Amortization 0 Operating a
December Interest {37,799)]Interest {13.230) Nonoperating 13,230
12-31-2013 Balance before interest (12,214,913} (13,230) Total 13,230

2013 DJ481 WA ERM.xlsx

182350 WA ERM AMORT (2)

05-03-2013 2:55 PM
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Attachment B

Avista Corporation
Monthly Power Cost Deferral Report

Month of April 2013

REC Revenues Deferral Journal
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Avista Corp. - Resources Accounting
DJ475 - Washington REC Deferral
Changes Semiannually on January 1 and July 1
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.
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
Actual cost of debt at 12/31/13 is 5.711% Actual cost of debt at 06/30/13 is 5.713%
The monthly rate is: 0.00476 Before Tax The monthly rate is: 0.00476 Before Tax
0.0030935 After Tax 0.0030945 After Tax
35.00% Taxrate 35.00% Tax rate
Account 186322-ED-WA 0
Beginning Balance before interest (277,010)
January DEIT Expense ADFIT
January REC Deferral 29,099 Deferral 10,185 Operating (10,185)
January {nterest (812)]Interest (284) Nonoperating 284
01-31-2013 Balance before interest (247,911) 9501 Tolal (9.901)
February DFIT Expense ADFIT
February REC Deferral (29,556} Deferral (10,345) Operating 10,345
February Transfer 2012 Balance from 254360 {84,839)
February Interest {844)|Interest {494) Nonoperating 494
February EWEB REC Baiance Interest from Jan, 2013 (466)
02-28-2013 Balance before interest (362,306) {10,839) Total 10,838
March DFIT Expense ADFIT
March REC Deferral {60,986) Deferral (21,345) Operating 21,345
March Interest (1.215)|Interest {425) Nonoperating 425
03-31-2013 Balance before interest (423,292) (21,770) Total 21,770
April DFIT Expense ADFIT
Aprit REC Deferral (259,452) Deferral {90,808) Operating 90,808
April Interest (1,711)}Interest {599) Nonoperating 599
04-30-2013 Balance before interest (682,744) {91,407) Total 91,407
May DFIT Expense ADFIT
May REC Deferral 0 Deferral 0 Operating a
May Interest {2,112)]Interest {739} Nonoperating 739
05-31-2013 Balance before interest (682,744) (739) Total 739
June DFIT Expense ADFIT
June REC Deferral 4] Deferral 0 Operating 0
June Interest (2,112)}Interest {739) Nonoperating 739
06-30-2013 Balance before interest (682,744) (739) Total 738
GL Balance including interest (692,116) July DFIT Expense ADEIT
July REC Deferral a Deferral 0 Operating 0
July Interest {2,142)}Interest (750) Nonoperating 750
07-31-2013 Batance before interest (692,116) (750) Total 750
August DFIT Expense ADFIT
August REC Deferral 0 Deferral 0 Operating 4]
August Interest (2,142)]Interest (750) Nonoperating 75Q
08-31-2013 Balance before interest (692,116) (750} Total 750
September  DEIT Expense ADFIT
September REG Deferral 0 Deferral 0 Operating 0
September interest {2,142)]Interest (750) Nonoperating 750
09-30-2013 Balance before interest (692,116) {750) Total 750
October DEIT Expense ADFIT
Qctober REC Deferral 0 Deferrat 0 Operating 0
Octaber Interest (2.142})]Interest {750) Nonoperating 750
10-31-2013 Balance before interest {692,116) (750) Total 750
November DFIT Expense ADFIT
November REC Defetral 0 Deferral Q Operating 0
November Interest (2,142)}Interest {750) Nonoperating 750
11-30-2013 Balance hefore interest (692,116) (750) Total 750
Degcember  DFIT Expense ADEIT
December REC Defemral 0 Deferral 0 Operating 0
December Interest {2,142} Interest (750) Nonoperating 750
12-31-2013 Balance before interest (692,116} (750) Total 750
2013 DJ475 WA REC xlsx 186322 WA REC DEF 05-03-2013 11:37 AM
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Avista Corp. - Resource Accounting
Washington REC Deferral Summary - DJ475

Debit Credit Entry

REC REVENUE & EXPENSE
January Revenue (Adjustment)
186322 $35
557322 §35

January Expense
186322 $854
567322 $854

February Revenue
186322 $26,237
557322 $26,237

February Expense
186322 $4,208
557322 $4,208

March Revenue
186322 $68,228
857322 $68,228

March Expense
186322 $7,242
557322 $7,242

March Total
186322 $7,242 $68,228 $60,986 Credit
557322 $68,228 $7,242  -$60,986 Debit

April Revenue

186322 $260,296
557322 $260,296

April Expense
186322 $844
557322 3844

April Total
186322 $844 $260,286 $259,452 Credit
557322 $260,296 $844 -$2589,452 Debit
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This Power Purchase Agreement (“Agreement”) dated April, _5201 3 (“Effective Date™) is made
by and between Avista Corporation, a Washington corporation (“Avista”), and Deep Creek
Energy (“Seller”), a Washington limited liability corporation . Seller and Avista may be referred
to collectively as “Parties” and individually as “Party.”

Background and Purpose: Seller operates a power production facility more particularly
described in Section 5 of this Agreement (“Facility”) with a generating capacity of 5,000
kilowatts (“kW™) or less. Seller has rights to and wishes to sell electric power generated by the
Facility to Avista and Avista is willing to purchase such electric power.

Therefore, the Parties agree as follows:

1. DEFINITIONS.

Except as otherwise defined in this Agreement, the following terms will have the
following meanings:

1.1“Commission” means the Washington Utilities and Transportation Commission.

12  “Facility” means the power production facility more particularly described in
Section 5 of this Agreement, including all equipment and structures necessary to generate and
supply electric energy to Avista’s electrical system.

1.3  “Force Majeure” will have the meaning provided in Section 11 of this
Agreement.

1.4  “Interconnection Agreement” means the Small Generator and Interconnection
and Construction Agreement executed by the Parties and attached hereto as Exhibit 1, which
governs the terms and conditions under which the Facility will interconnect and operate in
parallel with Avista’s electric system.

1.5  “NERC” means the North American Electric Reliability Corporation or its
SUCCESSOT.

1.6  “Net Electric Output” means capability and electric power generated by the
Facility, less facility service power and less electric power used to compensate for losses, if any,

incurred in transmitting electric power generated by the Facility and delivered to Avista’s
electric system.

1.7  “Point_of Delivery” means the location, as specified in Exhibit 1 of this
Agreement as the Point of Interconnection, where the Net Electric Output is delivered to Avista’s
electrical system.
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1.8 “Power Sales” means the transactions in which Seller sells Net Electric Output to
Avista,

1.9  “Premises” means the site Seller at which the Facility is located as more
particularly described in Section 5 of this Agreement.

1.10 “Prudent Utility Practices” means the practices, methods, and acts commonly
and ordinarily used in electrical engineering and operations by a significant portion of the
electric power generation and transmission industry in the exercise of reasonable judgment in the
light of the facts known or that should have been known at the time a decision was made, that
would have been expected to accomplish the desired result in a manner consistent with law,
regulation, reliability, safety, environmental protection, economy, and expedition.

1.11  “Qualifying Facility” or “QF” means a generating facility which meets the
requirements for QF status under the Public Utility Regulatory Policies Act of 1978 (“PURPA™)
and part 292 of the Federal Energy Regulatory Commission's Regulations (18 C.F.R. Part 292),
and which has obtained certification of its QF status. Certification of QF status is not required if
the Facility has a power production capacity of 1 MW or less and, therefore, the Facility is a QF
pursuant to 18 CFR 292.203(d).

1.12  “Term” will have the meaning provided in Section 4 of this Agreement.
1.13  “WECC?” means the Western Electricity Coordinating Council or its successor.

2. COMPLETE AGREEMENT.

This Agreement, including all Exhibits to this Agreement, constitutes the entire
understanding of the Parties and supersedes and replaces any prior agreements or
understandings, whether written or oral, between said Parties.

3. REPRESENTATIONS.

31 Seller represents that: (a) it has investigated and determined that it is capable of
performing and will perform the obligations set forth in this Agreement and has not relied upon
the advice, experience or expertise of Avista in connection with the transactions contemplated by
this Agreement; (b) all professionals and experts including, but not limited to, engineers,
attorneys or accountants, that Seller may have consulted or relied on in undertaking the
transactions contemplated by this Agreement have been solely those of Seller; (c) Seller will
comply with all applicable laws and regulations, and obtain and comply with applicable licenses,
permits and approvals in the design, construction, operation and maintenance of the Facility; and
(d) the Facility is, and during the Term will remain, a Qualifying Facility as that term is used in
18 C.F.R Part 292. Project Owner’s failure to maintain Qualifying Facility status will be a
material breach of this Agreement. Avista reserves the right to review the Seller’s Qualifying
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Facility status and associated support and compliance documents at any time upon reasonable
notice to Seller during the Term.

32  Seller further represents that the undersigned is authorized to execute this
Agreement. Seller further represents that it has the right to occupy the Premises and that it will
maintain all necessary licenses, permits or other permissions from governmental authorities
having jurisdiction over the premises or the Facility. Upon Avista’s request, Seller shall submit
to Avista evidence that Seller has all necessary license, permits and other permissions necessary
to occupy the Premises and operate the Project and that Seller is in substantial compliance with
said license, permits and other permissions. If, at any time during the Term of this Agreement,
Seller does not maintain the right to occupy the Premises (defined below) or fails to maintain all
necessary licenses, permits or other permissions from governmental authorities having
jurisdiction over the Premises or the Facility, Seller shall promptly provide notice of such change
of circumstances to Avista and Avista may terminate this Agreement after Seller has had a
reasonable opportunity to cure any such failure; provided, however, that any such cure period
shall in no event be more than 20 days. Upon request by Avista, Seller shall deliver to Avista
copies of any licenses or permits required for operation of the Facility.

33  Avista makes no warranties, expressed or implied, regarding any aspect of the
Facility, Owner’s design, specifications, equipment, or facilities, including, but not limited to,
safety, durability, reliability, strength, capacity, adequacy, or economic feasibility, and any
review, acceptance, or failure to review Seller's design, specifications, equipment, or Facility
shall not be an endorsement or a confirmation by Avista. Avista assumes no responsibility or
obligation with regard to any NERC and/or WECC reliability standard associated with the
Facility or the delivery of electric power from the Facility to Avista.

4. TERM OF AGREEMENT.

4.1 The effective date of this Agreement shall be April 5, 2013 and will continue,
unless otherwise terminated as provided herein, through December 31, 2016 (“Term”): provided,
however, that this Agreement shall terminate upon Commission rejection of this Agreement.

4.2 Al obligations required to be performed by the Parties are preserved regardless of
the termination or expiration of this Agreement where so required by terms and conditions of this
Agreement until such obligations are satisfied.

S. DESCRIPTION OF FACILITY AND PREMISES.

The Facility and Premises are specifically described as follows: The Deep Creek
hydroelectric project, FERC project number 5991, is located in the South Y of the Northwest 4
of Section 3, Township 39N, Range 40EWM near the City of Northport, Stevens County,
Washington with a total nameplate capacity of 411 kilowatts.
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6. SALE OF NET ELECTRIC OUTPUT.

6.1  For the Term of the Agreement, Seller shall sell and deliver to Avista at the Point
of Delivery all Net Electric OQutput not to exceed 5,000 kilowatt-hours in any hour and Avista

shall purchase and pay for such Net Electric Output that is delivered to Avista in accordance with
this Agreement.

62  For the Term, Avista shall, except as provided in Section 8.3 of this Agreement,
pay for Net Electric Output, not to exceed 5,000 kilowatt-hours in any hour, delivered to Avista’s
electrical system at the Point of Delivery at the rate as specified in Exhibit 2.

7. INTERCONNECTION AGREEMENT.

Seller shall maintain in effect during the Term of this Agreement, any necessary
Interconnection Agreements to implement this Agreement.

8. OPERATION OF FACILITY.

8.1 Upon Avista’s request, Seller shall provide Avista with written documentation
proving, to the reasonable satisfaction of Avista that the Facility continues to have Qualifying
Facility status.

8.2  Seller shall construct, operate, and maintain the Facility and all equipment needed
to generate and deliver Net Electric Output in accordance with applicable laws and regulations
and in accordance with Prudent Utility Practices. Seller shall construct, operate, and maintain
said Facility and equipment at its own risk and expense.

8.3  Avista may require Seller to curtail, interrupt or reduce deliveries of Net Electric
Output if Avista determines in its sole judgment that curtailment, interruption or reduction is
necessary due to a Force Majeure event, for Avista’s compliance with any applicable law or
regulatory requirement, or to protect persons or property from injury or damage.

9. PAYMENTS.

9.1  Avista shall prepare and submit to Seller monthly statements during the Term
summarizing the Net Electric Output delivered to Avista during the previous month. Payments
owed by Avista will be paid to Seller no later than the 20™ day of the month following the end of

the monthly billing period. If the due date falls on a non-business day, then the payment will be
due on the next business day.

9.2  If Seller is obligated to make any payment to Avista under the terms of this
Agreement, Avista shall prepare an invoice for such payment. Seller shall pay Avista within 30
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days from the date of invoice. If the due date falls on a non-business day, then the payment will
be due on the next business day.

9.3  Any payments by Avista to the Seller or by the Seller to Avista, if not paid in full
within the time frame set forth in Sections 9.1 and 9.2 will be late. Despite the remedies for
default pursuant to Section 15, the late-paying Party will be assessed a charge for late payment
equal to the lesser of one and one-half percent (1.5%) per whole or partial month, or the
maximum rate allowed by the laws of the State of Washington per whole or partial month
multiplied by the undisputed overdue amount. The Party disputing a statement shall provide to
the other Party a written notice of dispute and a statement of the reasons for such dispute within
five business days of receipt of any disputed invoice, which shall be resolved pursuant to Section
24. Each Party shall have the right to offset any amounts due it against any payments due from
the other Party.

10. METERING.

10.1 Avista shall own, install, and maintain a kilowatt-hour meter or meters at the
Facility in accordance with the terms of the Interconnection Agreement. Sales of Net Electric
Output in any month will be determined by a monthly meter reading, as adjusted for losses, taken
in that month, net of the reading from the previous month (the “Power Sales Meter Reading”).
There will be no pro-rations or date adjustments made to the Power Sales Meter Readings.

10.2  All meters installed for Power Sales Meter Reading will be tested and inspected in
accordance with Avista’s meter testing program as filed with the Commission. If requested to do
so by Project Owner, Avista shall provide copies of applicable test and calibration records and
calculations. Avista will test any of such meters as may reasonably be requested by Seller and a
representative of Seller may be present at all times when the meters are tested. If such tests are
requested by Seller, Seller shall pay all reasonable costs for such tests unless any of the meters
are found to be substantially inaccurate, in which case Avista shall pay for such tests.

10.3  For errors in Power Sales Meter Reading or related billing discovered within 12
months of the error, Avista shall adjust the affected payment(s) as promptly as practicable, but in
no event later than sixty (60) days after the metering error is discovered. Avista shall permit
representatives of Seller to inspect Avista’s records relating to any Power Sales under this
Agreement, annually or upon a billing adjustment pursuant to this Section 10.3, upon reasonable
notice and during normal business hours at Avista’s corporate headquarters.

11. FORCE MAJEURE.

11.1  Except for the obligation to pay when due, neither Party shall be liable to the
other Party, or be considered to be in breach of or default under this Agreement, for delay in
performance due to a cause or condition beyond such Party’s reasonable control which despite
the exercise of reasonable due diligence, such Party is unable to prevent or overcome (“Force
Majeure™), including but not limited to:
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(a) fire, earthquake, volcanic activity; court order and act of civil, military or
governmental authority; strike, lockout and other labor dispute; riot, insurrection,
terroristic act, sabotage or war; unanticipated electrical disturbance originating in or
transmitted through such Party’s electric system, the Facility or any electric system with
which such Party’s system is interconnected; or

(b) an action taken by such Party which is, in the sole judgment of such Party,
necessary or prudent to protect the operation, performance, integrity, reliability or
stability of such Party’s electric system, the Facility or any electric system with which
such Party’s electric system is interconnected, whether such actions occur automatically
or manually.

11.2  If a Force Majeure event occurs, the time for performance will be extended by a
period of time reasonably necessary to overcome such delay. In no event shall Avista be
required to pay for Net Electric Output which is not delivered.

11.3 Nothing contained in this Section will require any Party to settle any strike,
lockout, or other labor dispute.

11.4 If a Force Majeure event occurs, the delayed Party shall provide the other Party
notice by telephone or email as soon as reasonably practicable, and written notice within 14 days
after the beginning of the Force Majeure event. Such notice must include the particulars of the
occurrence. The suspension of performance must be of no greater scope and no longer duration

than is required by the Force Majeure and the delayed Party shall use its reasonable best efforts
to remedy its inability to perform.

12. INSURANCE.

12.1  Seller, at his own cost, shall obtain and maintain the following insurance in force
over the Term of this Agreement and shall provide assurance and evidence of such coverage to
Avista. Avista’s acceptance of the evidence of coverage is not intended to, and will not reduce,
limit, affect, or modify the obligations and liabilities of Seller under the provisions of this
Agreement. Seller must provide notice of cancellation or notice of change in policy terms at least
sixty (60) days prior to any change or termination of the policies.

12.1.1 General Liability. Seller shall carry and maintain comprehensive general
liability insurance, which may include umbrella insurance, with a combined coverage of not less
than $2,000,000 per occurrence, including coverage of bodily injury, property damage liability,
and contractual liability specifically related to the indemnity provisions of this Agreement. The
deductible will not exceed the Project Owner’s financial ability to cover claims and will not be
greater than prevailing practices for similar operations in the State of Washington.

12.1.2 Qualifying Insurance. The insurance coverage required by this Section

12 must be obtained from an insurance carrier licensed to conduct business in the State of
Washington, must be acceptable to Avista, such acceptance not to be unreasonably withheld, but

Page 8 Power Purchase Agreement



Deferral Report
Month of April 2013
Page 39 of 46

in no event have an A.M. Best Rating of A-, or Class VIII or better. The policies required under
this Agreement must include provisions or endorsements naming Avista as additional insured.

13. ASSIGNMENT.

Neither Party shall voluntarily assign its rights nor delegate its duties under this
Agreement, or any part of such rights or duties, without the written consent of the other Party,
which consent will not unreasonably be withheld. This Agreement will inure to and bind the
Parties’ successors, heirs, and assigns.

14. NO UNSPECIFIED THIRD PARTY BENEFICIARIES.

Except as specifically provided in this Agreement, there are no third-party beneficiaries
of this Agreement. Nothing contained in this Agreement is intended to confer any right or
interest on anyone other than the Parties, and their respective successors, heirs and assigns
permitted under Section 13.

15. DEFAULT AND TERMINATION.

15.1 In the event that either Party breaches or otherwise fails to perform the terms set
forth in this Agreement (each, an “Event of Default” or “Event”), the following will apply:

15.1.1 The non-defaulting Party shall give written notice to the defaulting Party
of the Event of Default in accordance with this Agreement.

15.1.2 If, after 30 calendar days following the Event of Default, the defaulting
Party has not cured such Event, the non-defaulting Party may, at its option, terminate this
Agreement. Whether or not the non-defaulting Party elects to terminate this Agreement, the non-
defaulting Party may, in addition to other remedies provided for in this Agreement, pursue such
remedies as are available at law or in equity.

15.2 In addition to any breach of or failure to perform the terms and conditions of this
Agreement, Seller shall also be in default if it:

15.2.1 Becomes insolvent (e.g., is unable to meet its obligations as they become
due or its liabilities exceed its assets);

15.2.2 Makes a general assignment of substantially all of its assets for the benefit
of its creditors, files a petition for bankruptcy or reorganization or seeks other relief under any
applicable insolvency laws;

15.2.3 Has filed against it a petition for bankruptcy, reorganization or other relief

under any applicable insolvency laws and such petition is not dismissed within 60 days after it is
filed; or

Page 9 Power Purchase Agreement



Deferral Report
Month of April 2013
Page 40 of 46

15.2.4 Breaches or otherwise fails to perform any obligation under the
Interconnection Agreement or if the Interconnection Agreement is suspended or terminated for
any reason.

153 Any right or remedy afforded to either Party under any provision of this
Agreement on account of the breach or default by the other Party is in addition to, and not in lieu
of, all other rights or remedies afforded to such Party under any other provisions of this
Agreement, under the Interconnection Agreement, by law or otherwise on account of the breach
or default.

16. GOVERNMENTAL AUTHORITY.

This Agreement is subject to the rules, regulations, orders and other requirements, now or
in effect in the future, of all governmental authorities having jurisdiction over the Facility, this
Agreement, the Parties, or either of them. All laws, ordinances, rules, regulations, orders and
other requirements, now or in effect in the future, of governmental authorities that are required to

be incorporated in agreements of this character are by this reference incorporated in this
Agreement.

17. SEVERAL OBLIGATIONS.

Except where specifically stated in this Agreement to be otherwise, the duties, obligations
and liabilities of the Parties are intended to be several and not joint or collective and each Party
shall be individually liable for its own obligations under this Agreement. This Agreement will
not be interpreted or consirued to create an employment relationship, association, joint venture,
or partnership between the Parties or to impose any partnership obligations or liability upon
either Party. Further, neither Party shall have any rights, power, or authority to enter into any
agreement or undertaking for or on behalf of, to act as to be an agent or representative of, or to
otherwise bind the other Party.

18. INDEMNIFICATION.

18.1 Each Party shall defend and indemnify the other Party, its directors, officers,
employees, and agents (as the “Indemnitee™) from and against all claims, demands, causes of
action, judgments, liabilities and associated costs and expenses (including reasonable attorney’s
fees) to the extent arising from or attributable to the acts or omissions of that Party (as the
“Indemnitor”), including, but not limited to damage to tangible property and bodily injury or

death suffered by any person (including employees of Seller or Avista or the public); provided
that:

(2) No Indemnitee shall be indemnified for any loss, liability, injury, or damage resulting
from its sole negligence, gross negligence, fraud or willful misconduct; and

(b) The Indemnitor shall be entitled, at its option, to assume and control the defense and
any settlement of such suit.
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18.2 SELLER AND AVISTA SPECIFICALLY WARRANT THAT THE TERMS
AND CONDITIONS OF THE FOREGOING INDEMNITY PROVISIONS ARE THE
SUBJECT OF MUTUAL NEGOTIATION BY THE PARTIES, AND ARE
SPECIFICALLY AND EXPRESSLY AGREED TO IN CONSIDERATION OF THE
MUTUAL BENEFITS DERIVED UNDER THE TERMS OF THE AGREEMENT.

183 EXCEPT AS EXPRESSLY PROVIDED FOR IN THIS AGREEMENT,
NEITHER PARTY SHALL BE LIABLE UNDER ANY PROVISION OF THIS
AGREEMENT FOR ANY SPECIAL, INDIRECT, INCIDENTAL, CONSEQUENTIAL,
OR PUNITIVE DAMAGES, INCLUDING BUT NOT LIMITED TO LOSS OF PROFIT,
SAVINGS OR REVENUE, LOSS OF THE USE OF EQUIPMENT, COST OF CAPITAL,
OR COST OF TEMPORARY EQUIPMENT OR SERVICES, WHETHER BASED IN
WHOLE OR IN PART IN CONTRACT, IN TORT, INCLUDING NEGLIGENCE,
STRICT LIABILITY, OR ANY OTHER THEORY OF LIABILITY, PROVIDED,
HOWEVER, THAT THE FOREGOING WILL NOT IN ANY EVENT LIMIT THE
LIABILITY OF EITHER PARTY TO THE OTHER FOR OR WITH RESPECT TO

THIRD-PARTY CLAIMS.
19. IMPLEMENTATION.

Each Party shall take such action (including, but not limited to, the execution,
acknowledgement and delivery of documents) as may reasonably be requested by the other Party
for the implementation or continuing performance of this Agreement.

20. NON-WAIVER.

The failure of either Party to insist upon or enforce strict performance by the other Party
of any provision of this Agreement or to exercise any right under this Agreement will not be
construed as a waiver or relinquishment to any extent of such Party's right to assert or rely upon
any such provision or right in that or any other instance; rather, the same will be and remain in

full force and effect.

2. AMENDMENT.

No change, amendment or modification of any provision of this Agreement will be valid
unless set forth in a written amendment to this Agreement signed by both Parties.

22. CHOICE OF LAWS AND VENUE.

This Agreement will be construed and interpreted in accordance with the laws of the
State of Washington without regard to conflict of laws principles. Any action at law or in equity
to enforce the terms and conditions of this Agreement shall be brought before the Commission or
the State court in Spokane County, Washington as appropriate.
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23. COMPLIANCE WITH LAWS.

Seller shall at all times comply with all applicable laws and regulations of governmental
agencies having jurisdiction over the Facility and the operation of the Facility. Avista assumes
no responsibility or obligation with regard to any North American Electric Reliability
Corporation (“NERC”) or Western Electricity Coordinating Council reliability standards
associated with the Facility or the delivery of electric power from the Facility to Avista.

24. DISPUTE RESOLUTION.

Each Party shall strive to resolve all differences during the Term of the Agreement
through meetings and discussions. If a dispute cannot be resolved within a reasonable time, not
to exceed 30 days, Avista shall escalate the unresolved dispute to a senior officer. If the Project
Owner and senior officer are not able to resolve the dispute within10 business days of escalation
then the Parties agree to (i) arbitrate or mediate the dispute or (ii) seek resolution of the disputed
issues before the Commission as appropriate.

25. NOTICES.
All written notices required by this Agreement should be mailed or delivered as follows:

to Avista: Director, Power Supply
* Avista Corporation
1411 E. Mission Ave., MSC-7
Spokane, WA 99202

to Seller: Deep Creek Energy LLC
Attention: Brian Gogarty
806 B Gillette Road
Colville, WA 99114

Changes in persons or addresses for submittal or written notices by a Party to this Agreement
must be made in writing to the other Party and delivered in accordance with this Section 25.
Any verbal notice which affects the payments to be made under this Agreement must be
confirmed in writing as promptly as practicable after the verbal notice is given.

26. JOINTLY NEGOTIATED AND PREPARED.

This Agreement was negotiated and prepared by both Parties with the advice and
participation of counsel. The Parties have agreed to the wording of this Agreement and none of
the provisions hereof shall be construed against one Party on the ground that such Party is the
author of this Agreement or any part hereof.
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“The Section headings in this Agreement are for convenience only and shall not be
considered part of or used in the interpretation of this Agreement.

28. SEVERABILITY.

If any of the terms of this Agreement are finally held or determined to be invalid, illegal
or void, all other terms of the Agreement will remain in effect; provided, however, that the
Parties shall enter into negotiations in good faith to restore insofar as practicable the benefits to
each Party that were affected by the ruling, and the remainder of this Agreement shall reroain in
full force and effect.

29. XSEOFFACILITIES.

Seller is the sole user of certain facilities installed, owned, operated and maintained by
Avista at the Deep Creek Hydroelectric project. Seller shall pay a monthly sole use-of-facilities
charge, as shown in Exhibit 3, for the use of such facilities.

30. EXHIBITS.
This Agreement includes the following exhibits, which are attached and incorporated:

Exhibit 1 — Interconnection Agreement dated 4 [ g z 13
Exhibit 2 — Power Purchase Rate

Exhibit 3 — Direct Assignment and Low-Voltage Distribution Charges

This Agreement has been executed by each Party’s authorized representative on the
date(s) set forth below. Parties hereto have caused this Agreement to be executed by their duly
authorized representatives as of the first date set forth above:

-

Deep Creek Energy LLC AVISTA CORPORATION
By: By: &@&@1‘
Printed Name: Brian Gogarty Printed Name: Scott Kinney
Title: Owner Titte: Director, Power Supply
-, 3 2 < v
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Exhibit 1
Interconnection Agreement
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Exhibit 2
Power Purchase Rate
Effective January 1, 2013
Contract
Period Rate
$/MWh
Jan 2013 - Feb 2013 $50.81
Mar 2013 - Jun 2013 $39.52
Jul 2013 - Dec 2013 $50.81
Jan 2014 - Feb 2014 $51.57
Mar 2014 — Jun 2014 $40.11
Jul 2014 — Dec 2014 $51.57
Jan 2015 - Feb 2015 $52.35
Mar 2015 — Jun 2015 $40.71
Jul 2015 — Dec 2015 $52.35
Jan 2016 — Feb 2016 $53.14
Mar 2016 — Jun 2016 $41.33
Jul 2016 — Dec 2016 $53.14
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Exhibit 3
DIRECT ASSIGNMENT AND LOW-VOLTAGE
DISTRIBUTION CHARGES

For
DEEP CREEK HYDRO

Effective Date: May 1, 2013
Annual Cost Ratio (ACR) = 15.766%

O&M Annual Cost Ratio (O&M ACR) = 4.948%

A. Calculation of Sole Use of Facilities Charges
Sole Use Investment = $736.10
Sole Use Charges = $736.10 x 15.766% = $116.05/year

= $9.67/month

B. Calculation of O&M Charges
Direct Assigned Investment = $9,851.80
Sole Use Charges = $9,851.80 x 4.948% = $487.47/ycar

= $40.62/month

Total Sole Use and O&M = $50.29/month

Page 16 Power Purchase Agreement



