
Avista Corp.
1411 East Mission P.O. Box 3727
Spokane. Washington 99220-3727
Telephone 509-489-0500
Toll Free 800-727-9170

~-~v~sra•
Corp.

N

November 14, 2014 ~. _ ~ p "`J
_ A.' 

~

Steven V. King ~
Executive Director and Secretary - ~ : y=~
Washington Utilities and Transportation Commission ~ ;=,fi
P.O. Box 47250 ~ `'' '`'
Olympia, WA 98504-7250 ~ N ~~`~

--

Re: Docket No. UE-011595, Monthly Power Cost Deferral Report,
October 2014

Dear Mr. King:

Enclosed are an original and five copies of Avista Corporation's Power Cost Deferral
Report for the month of October 2014.

The report includes the monthly energy recovery mechanism (ERM) accounting
journal together with backup workpapers (Attachment A). In October, actual net
power costs were less than authorized costs by $106,615. Year-to-date actual net
power costs were less than authorized costs by $9,176,544. A deferral entry of
$79,960 was made in the rebate direction. The ERM deferral at October 31, 2014 is
$3,882,408 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 $676,525 for the month of October 2014. After adjusting
for revenue-sensitive expenses, $646,149 of amortization of the deferral balance was
recorded.

Actual net power costs for October 2014 were less than the authorized level due
primarily to lower purchased power prices. Hydro generation was 2 aMW below
the authorized level. Colstrip generation was 15 aMW above the authorized level.
Kettle Falls generation was 5 aMW below the authorized level. Natural gas-fired
generation was 38 aMW below the authorized level.

The average power purchase price was $30.19/MWh compared to an authorized
price of $34.64/MWh. The net transmission expense (transmission expense less
transmission revenue) was above the authorized level. Washington retail sales
were 16 aMW below 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 October 2014, actual
net REC revenues were greater than authorized net revenues by $450,093. 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 tom. The Company's actual 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 26 of the report for July 2014 shows the calculation
of the cost of debt at June 30, 2014, which is used for the July through December
2014 period.

Enclosed are two forward long-term power contracts, one of which contains
confidential, market-sensitive information. Avista and the counter-party to the
agreement might be directly affected by disclosure of the confidential information.
The first page of the confidential contract and the pages containing confidential
information have been marked with the designation "confidential per WAC 480-07-
160." The unredacted versions are being filed under seal. Six copies of the
unredacted versions are being submitted in sealed envelopes, copied on yellow paper
and identified as "Confidential Attachment D". Six copies of the redacted version are
also being submitted. The contract that does not contain confidential information is
identified as "Attachment C."

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

Sincerely,

Kelly Norwood
Vice President, State and Federal Regulation

JP
Enclosure
C: Mary Kimball, S. Bradley Van Cleve
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~-11,147.00;Interest -Current Month 481 - WA ERM
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Attachment A

Avista Corporation

Monthly Power Cost Deferral Report

Month of October 2014

ERM Deferral Journal
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A~ Carp. -Resource Aeeou~ting

V11ash[ngton Enemy Recorrery Mechamesm (ERMj 
Gurrerrt Year Deferral

Changes SsmlanAual~y on January 1 and July 4

TF~a refs is based on Avlsta's actual cost cf debt, updated semi
annually.

TAa actual cast of debt calculated at 6130 wlll bo sec! far Ids Ir
Ke`e~ calculstlon from July through fJecens6er.

The actua{ east o1 debt calcnta~ed at 17131 will be used forthe t
Merest ~a[Culation from January through June.

I~rterestwill be scuued monthly and campaunded semi-annual~t.

interest la calculated usuw the orEor marth andina balance alas iR mot+tl~ of curr~t moiKh 
char9os tlmss thesurreM niter taut ireferaP

moM~ly fate 1s: 0.00455 BefoFe Tax The mpnlfity rate is:

X29570 After Tax

35.DM~ Tax late

O.Q0445 Before Ta~c

U.~28941 After Tax

35.0096 Yax rate

,~anuary DFiT Exuense ~4DFIT

Jsnuery ERMI 1 0 Dermal 0 OperaGr~ 0

Januafy interest 0' Interest 0 'Nona era' 0

01-31-20th Balancehsf~e`mtArest 0 0 Total 0

F~ DFITEw~ense, /1dF17

Fepn~ary ERM O~nra) 0 UeTenal 8 Op~reting 0

Fe6rua[y 1
0 lMe1~,4E 0 D

02~28~2014 Baia~e befae infest 4 ~ Tofal 4

r QFf7 Exnerse ~~F1I

~#t ERM Qeferral 0 Qeferral 0 Oparatlnp Ff

interest o ~r►terest o N o

03-3t-2014 Balance before Irtierest 0 0 Total d

dl dFif E~menss AUF1T

i°fRiN ERiw1 [)eferrat b Defec~al o Opera~ng o

0 h~tereat 0 Nei 0

Oaf--80-~ts eatar~e trehma ineerpst o 0 total a

,NCI y
DFf1' _.

9~f1j

May ERM Deferral (4.750,$25) OeEer~eF (812;78 hng 812.788

InEaesi (2,$89} IntierABE 808 N 908

05-31 074 Baler~rCbetCwE intietest Y,i5U,82 {613;89 Total 613,895

,Jt~ DFCfE~roenss ADFFT

Jwie EFTA Defi~e~tal (902,613] De[ercal (315;915y Opet~aNnq 315,915

.lane 4s,5'[2j ~a~te+est (2,2~f~ Nonop zz'7s

68-3S~2Q74 Be181noebetoreintetest (2,653,438 318,194)Total 318,1Bd'

GL 9a~nce inciudina Interiest (2,B8~539j Jam( DFiT Expense AQFIT

Interest reiated to WNW3 0

GE Bals~u~ in~dlna irtteresF 0,662,538)

my ERM Defen2l {7:,944.825} C7efenal {680:88 Operating 68Q,889

July Interest (10,520) Errt~est 3; Ho s 682

07-31 2 74 B~nps 6elore in4eRest 4,607,364} 684;3 1J Tdtal 684,371:

Aua st ~FI'C E~eoerlse ~T_

usi F~tM t~e~ert81 f~$ 922) Defe~rtal (10.123} QperaNnG 1.0.123

ust Irtereec (13,37fi) IrRerest ssz 4.682

08.3t-2Q14 Bslence 6efae int~Yest 4,636;2 x14,805) Total ~4,8~5

SeDtP~Mbel' ~FIF F3aoeatse ar~R

September ~I Dete[i~t B?4:7~8' Deferral 2e8.85a 4Pe~~ {28s,4s9}

sepmmt~ ~►neress (12;224)rnte~t ,27a a tie

09-3D-2 74 681ance b~OfeiMerest 3~Bt1,548 284,384. Toth 284.380

.00to DFIT ADFITi

ARM DeteK81 (79,961)) Defene! (27~986j t)pe~Nn9 2T.996

Ober i t (11;1:47} fiterest .901 3.961

10.31-2014. Bafancebel~ne kderest 3,891,5p8 1`,887} ToTal SS,@8T

No~mber. OFIT Expense A~FIT

~o+~~mpor nere~ o oe a onQ o

November interest (11;282) Interest s,94 Non 3942

11-30-2@14 Belancebefo[eint~erest 3.891,508 {8;84: Total 3,942

!)FIT'Exoer~e ~F T

Deaerrtber ERAA Deferral D Tl~fetfa! 4 Ope~aCang 4

❑eoemb~ Irt~erxai {71,262)kN~est (3,848) I+Fgn erdEtn 3:942

t2-81-2Q14 Balance intetsst (3,891;548)

,za,-za,a s~~oe+~h inert ca,go2,no

2014 DJ481 SINA ERM 186280 WA ERM REF -current 11-07 2014 8:48 AM
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Washiatgton Energy Recovery Mechanism (ERM? Rmortizing D
eferral Balance

Changes $emiannualty on .lanuary t .and July 1

The rate is basAd on A~►ista's aatval cost of debt, updated semiannually.

The actual cwt of calculated aE 613Q wl~ bs used for fhe Interest ca(culatlon from Jay
 through December.

The actual c~C of debt calculated at 1TJ31 virill tle used for the inter
est caiculaEian atom January through June.

dnt~erest wHl 6e accrued meudhEy ~d compounded seenf-annually.

Interest is caiGu[ated usln8 Ehs prior nW~1 e

dull Cyst of debt aE t2131l13 is

The marNhry rate is:

/4~urrt 18x36Q
t2~1-2412 GL Balerlce indu~tlg ifiteresl

January Surcharge Amortization

January Interest

0131-2014 Ba(anoe 6etare mterQst

Fehruary Transfer frgm 186290

Fetxuary Remove Jen. 2014 interest

F~ruBry Balencetiefwe den. interest

Fury TaEal Balance balsas fnt~est

February Sw~a~ge amortization

Fehruary trdenest
02-28-2014 ABtanoe before MteresY

RABr~t SUcherq~ AtnortlZatlorl

March Interest

03-31-2014. Balance hetore iEtierest

Aprk REC Exp~t~e Ret~+ss IVS.E018

/tprtl Su ps Amrxtization

April Ir►~est
84-~2Q14 Balar~e 6efote Interest

May 3urcfiertge.Amorbzatinn

MSy frtterest

US-31-?ti1A Balance before interest

Balance tr~ssfie~

June Surcharge Amortization

3urte It+fieresf
06-30-2414 Balar+cs ihcludi interest

GL Balance including inC~est

Transfer Trorti 186290

July Succhergei4mortization

July ~kereet
07~t-20t4 Balance before interesE

SluGharge Ari~ortization

At~usC 1(tterest

08-31 2ata 9alance tr~etoce ir~tares!

Se~m6er 9ur~cherge AmartizaYtlaTa

Septa~iib~r Irst~'est

Q9-30-14 Bs~lalrroe befiot9 irttersst

dttutier Sarfchar4}e Amottizsf3or~

t7cintrer Intereae

10-31-2014 Bakeries tiefae i~tarest

November Surcharge Amwtvation

Naysmber Interest

11-30-2014 BalBr~ce before ird st

Lle~nber Swcherge ArrwrtizaUoo

Deaerliber Interest

13.31-204 Belenoe before intereak

12 1-2fi1~t Balance ittUudirtg interest

rtence: p4us t!2 mo~f of current month etMrges turn

5.459°!o Refuel cost of debE a

O.U0455 Betore Tax The monthlyrati~ is_

00029570 -ARer Tax
35.QQ~a Tax rate _ i_

b74,746

(9,348,084? 2412 Balance

{27,443). Do~t't oomPaund

(9,2Bo.641) Use to e~eulate aimpte Interest

~~s,se~zeg3 T~ uses to cata~t~e ~~e ~nc«est
842,893S

(53.710.)' I~ateresE

(17,742;394

7$8,9S+L Artiortizatiat

(5,2981 tn~s~st

(16953,A40}

{32,s59)

68t~3T4 Rization

(49,221) Ini~t~t .

(15,304;425)

~lC

658.173 Art1

(97,241] IMecest

(15.546.752
urie

625.36 'Qn

0 {5,343) Interest

(55,021,406)

(15,324,026)

1,270,914
6S7,E164 rs

(39.72F}) It~B~

(13;396,048)
,~Wcust

748,387 tbEt

(37,(i8~ Interesk

(42;B4B,G61)
r

757,754 n

6%1&,149

(11;242,758)

(t 3.215,

~wce~nwuo~ wa atw~vaa.ow

Ol14 is 5.3439
O.f~445 Refers Tax

0.0028941 Afler Tex
35.004 Tax rate

3,d5T,788

p~gg ADFIT

201.181 Qp~rating (281,'f6i)

295,013 Qperating (285,013]
.~

t8.7S9 Keno eretH~ 1s;799

. 1A 7aQal (Z7S,214y

ADFIT

278,:t34 Operating (276,134}

238,48 Qperadr~ (238.481)

1{ 7,227 Nano eratin 17.227

221~2~4 Total (22'1,254)

~OFIT

230,361 Operating (23D,~1~

(16,534) NoRoPetstm9 18,534

~f3,827 TG~si 2'fS,82~

~aa~' BELT
21,871 OpdaHusg (218,871)

229,872 Op~atir~ (229,972]

1390. Norio arafm ?3.9Q2

278,07Q Ta~ai 218,070

AbFrr
,zes aa~+~ c~~,~s>

13,1P0 1~ 180

24.9,095 Total (249,U9

X85,214 (}pera6np (285,2f4J

12.426 , ti 12:428

252~78B Tbfe1 {252;788)

ADFI"f

226,152" Q~refing (2~6.452~

11,~t8 N 1'7,719_

214;436 T#al {274,498)

~gr~se AOfIT

0 O~raNtig o

1'i,38B Non 1 t.3B8.

(11,348) Total i t.3E8'

~n~ AQFIT

~ Opere6Crg: 0

ti,:#~8 11.388.

f1i~388~ Tbtet 11.388

2014 QJ481 WA ERM 'E82350 WA ERM AMORT 11-06-2614 9:14 AM



AV
IS

TA
 C
O
R
P
O
R
A
T
I
O
N

O
G
T
C
#
B
E
R
 2
01
4 
W
A
S
M
I
N
G
T
Q
N
 E

R
G
Y
 R
E
G
a
V
E
R
Y
 M
E
G
H
A
W
t
S
M
 F
~E
BA
TE
 R
E
V
E
N
U
E
 8~

 D
E
F
E
R
R
A
L
A
M
O
R
T
I
Z
A
T
I
O
N

Cu
rr
en
t 
Mo

nt
h

Re
ba

te
 R
~
e
n
u
e

Pr
or

at
io

n 
Pe
rc

re
nt

aa
es

Re
ba

te
 R
at

es
Ra

te
Ra

te
Be
fo
re

(f
in
/A
ft
er

Be
fo
re
'

4n
1F

1f
ie

r
Be
fo
re

On
LA

ft
er

Sc
he

tl
ul

e
kV

ll
h 
ar

_J01 
an
-.
1~
1

d1
-J
an
-1
4
0
 -
Ja

n-
14

01
-J
an
-1
4

~1
-J

an
-1

01
-~

1a
n-

13

(a
}

(b
}

tc
}

{d
)

{e
y

~f
?

49
)

(h
)

t~
)

1
14
8,
28
3;
89
6

Q,
Qt

}°
!o

10
0,
00
90

(0
.0

80
¢)

(D
.1
6~
k¢
)

0
-2
43
.:
18
6 

-2
43

,1
8f

i

11
4(
},
44
3;
51
5

0.
00
°~

'0
0.

40
°h

{0
.1

1.
0¢

)
{0

.2
24

¢)
0

-9
0;
5
9
3

-9
D,
59
3

1
2

3,
82
3;
47

(1
.

~.
~0
%0

10
0.
00
%

(O
.i
1~
¢`
)

~(
l:

22
~L

¢)
Q

-8
,5
fi
5

-8
;5
65

21
11

5,
97

3,
Q7

9
O.

:O
Q%

o
1Q

Q:
0~

%o
(0
.0
83
¢)
:

(0
.1

69
¢)

Q
-1
95
,9
95

-1
95
;9
9
5

2
~

2,
~Q

4,
48

n
0:

00
°f

o
10
0.
U0
'/
o

(Q
.0

83
¢)

(0
:1

69
¢}

Q
x,
23
3

-4
,2

33

25
.

93
,8

78
,4

39
0.
0~
%0

10
0.
D0
°!
o

{O
A5

3¢
)

(0
.1

08
¢)

0
-1

01
;3

89
-1
01
,3
89

3
Q

3,
06
0,
7'
7Q

Q.
at

}°
~6

10
0.

.0
0%

(~
.p
73
¢)

(Q
.1

5Q
¢)

Q
x,

59
1

-4
,5

91

3
1

14
,8

29
Q~

45
0.
,0
0%
0

1
U
0
.
0
0
%

(U
,0

7~
~}

(Q
.1

5Q
¢)

Q:
-1
6,
24
4

-1
8,
24
4

3
2

81
1,

99
fi

0.
00

.°
~6

10
0.
00
°l
6

(O
.Q
73
¢)

{0
.1
5x
¢}

0
-1

,2
18

-1
,2
18

41
-4
6

9,
36

3,
32

3.
Q
.
O
U
%

1~
O:

Q0
°l

o
(4

,2
46

¢)
(Q

.5
~0

3¢
')

0
-6
,8
8$

-8
;:
$5
8

4
7

46
6:

,2
82

Q.
DO

°Y
a

1Q
0.

00
%0

(U
.2

4f
i~

}
({

?.
5U

3¢
}

0
-2

,3
45

-
2
,
4
5

4
$

25
U,

71
6

O.
UA

°1
0

1
0
0
 0.

0%
a

40
,2
46
¢)

(0
.5
03
¢.
)

Q
-
1
3
0
8

-1
,3
4$

Sc
he
du
le
 T
af

al
s

42
1,

69
8;

41
1

$
Q
 

-~
67

6,
~2

5 
-$

67
fi

,~
25

k
W
h
 n
ot
 s
ub

ie
ct

 t
o
s
u
r
c
h
a
m
e

Go
nv
er
si
on
 f
ac
to
r

0.
95
51
 a
0

S
c
h
 8
2

0
.
~
,
/
~

L~
/ 
"
"

To
ta

l 
k
W
h

42
1,

59
8,

41
1

Am
or
tk
~t
ia
n 

-~
B4
6,
14
9

FI
T 
r~

#e
-3

5%
0

D
F
I
T
 e
xp

en
se

$2
25

,1
62

 
a 0

y
 
O
 ~

FI
LE

: 
10
-1
4W
AR
ev

.x
is
x 

J
M
P
 1
1-

05
-2

Q1
4 

0~
 °
 ~

o
v

W
 
A
 ~



ERM Report
Month of October 2014

Page 19 of 53

Attachment B

Avista Corporation

Monthly Power Cost Deferral Report

Month of October 2014

REC Revenues Deferral Journal
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Avista Corp. -Resource Accounting

DJ47~ -Vliashington REC deferral

Changes 5emiannuatly on January t and July 1

The rate is based on Avfsl~:s acEual wst of debA updated semfann
uaily.

Tf~e acWal cost of debt catcula~ed at BJ30 wEtl be used for the interest 
calculation. from July through. December.

The actual cost of deirt tat~ulaned at 12 31 will 6e used for the interest
 calculation from .EartuBry through June.

(r~terest will be accrued morrthly and compoundeel semi-annuaty.

(Merest Is calcutaEed using: the prior-month endln~lan~ ply 9f2 morph 
of current rtionth ehar9ea d the currer►t after fax in~arest rate

Actual cost of debE at 12I31/S3 is 5.45996 ~~al cost of debt atx/30114 is 5.343%

7t►e rr~onthly race is: 0;00455 Before Tax The monthly rata is; 4.00443 Before Tax

A_QO'19570 ARerTax 
O.~Z8941 AfEetTax

35.00'56 Taz rate 35.Q0°k Tait rate

Accoanti86322-E0-1M 
Q

Beo'mnbna Batanoe lneiidina Interest hrter~ast f1.606.948t

_ - - _ J~nuary DFfT Fxoertse AaF[T

January RCG Dafertal 86,707 Deferral 30;3+17 O~eradnS i3a.3~l71

~a~~ry ire ~a;s~a~ i e~ ,;ste ~;e4a

o;-3i-2dt3 Badanee before interest (1,520;241 28,729 7~ 8-,729)

Febru&nl DFI7 AQFEF

Felxuary REC Ueferr~ {75.~ Deterrel (28;354) Q~rating 28.3&4

February Transfer 2012 Balance from 254380

Fetmary Irrterest (4,607)t~ere~ 1,812 N<xio eratin 1,612

Fetttt~ery EYUEB REC Balairoe Inte~esEfrom Jan. 20t3

U2-28-2013 Bala~cE before tnf~est (1,x85.539 $7.86&} Fotai 27;9Bfi

Mach DFff' E~ense ADFlT

AAarch REC Defers[ f215.9T8j Oafetrel (76~5~2} Operat(ng 75,592

March tnEetest (5A3~ Interesf 1.783 1,T63

Q3-3#-2ot3 Balar~e before Interest (1.81 T,5'I'T Cr7,35.5) Total- 77,355

lynl NSJQts -Transfer Prior Yr RE Exp 73.465 ~ DFIT F~men~ ADFIT

Apn'I ftEG Oefenal (429,9221 Defen'al {150,193) Operating 15D,1H3

'I IrteeesC (5;774)Interest (2;021. t~no aratln 2;oP1

04401"3 ealarx~ before inieres4 (2~1Q7,17~4 (152;214) 'Eotat 152,214

OFIT Earuense A~FiT

lNBY REC O~eiral $'1028 Asfi9rr81 31,880. Qpe[8fki9 (31,860)

May 1Merest .(6,.139) mtxest 2149 Nmw 1x9

05-31-2013 Bence befofe interest 2,Q78,146) 39,7^11 TptAI {28,717

~T ~~ ~JI

June REG DeEertal (64.390( 1]erafra4 {21,487) Qpe[atit~ 21,487

NSJQ14 - REC. Defert&I Adl 4G,3B6 flefertai Adj 16.235 Operating (18,2351

June irNerest (6,296)Interest ,204 Novo _eratin 2304

o6.3D-2x13 Bslanc~beforeinte~i 0,091,150 f~~456) TaQal 7,456

Gl incJud~g ir►terest f2.t23:8~'T) .~C DFiT EQe AQ~'{T

Jwty REG Deferral (133;$21 } Dental l4B,87Z~ Opetatlng 46.872

.Ivly Intie~t (6,34Q) Interest 2.2iB Nora eratin~ 2218

07-31-2013 Balanca before iratedest (2,257.548} 49,Ei91 oral 4 , 1

puaust D~IT F~sudtse A~FkT.

nug~c REG o~farrat HT~,Bs2) Qefaral {8cii77a} Ope~at~ne X0,378

IMF {$,7$5} Intermit 2,975 N 2,375

Q8-31-2013 Balance before lritereeE (2,93(,204) 63:153 TtStal 63.153

SeC~te[11bef DFIT E~merme ADFIT

Septemdet REG Dete~rei (263,991) Uefertal (92,337) Of~atin9 82,397.

September Intere9t (7~416~ k~ter~st 59B 2.598

o9-3tf--203 8ekarwebeforeinte'est (2.695.191) {94~993~ Total 8+4.893

actaber REC Defe[ra1 (650043) Defertal
QFI'f Expense

(i57,533y Operatin0
AOfiIT

157,533

OctCber fnt6ra~t ($~4~4~ intermit 958 Nano ereit7 2.,958

tU31-2013 Batarwa Metoreinterflst (3.145,2$4) 16Q 491) Tptel 180,491

NoYembef L7~lT ExQ¢nae FI

t~fovember REC Deferral Defercat 0 Ope~aling 0

Plovember Intereaf {8,108} Ir~tereet 3;188 3.186

11,30 2013 Balance baTors interest (3,446,284) (3,188 Total 3.186

Deeembee RED Deferral

~7~C~1li91

Ue[erral 0 Operad+~

~T
0

Decer~er IrKerest {9,403) interest [3,186) No~lOperating 318&

12-31-2013 Balance:befiore interest 3;145,284 (3,1~f) ToSal 3,186

H:11}cwer [aeferralsl~ower Deferral JaumalslREG DefertaE120'14 QJ475 WA REC 
11-05-2014 1:58 PM
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H:IPawer DeferralslRower Defers! CalculationiREC Deferra11201~F12014 REC Deferral

Avista Corp. - Resor~rce kccounting

Washington REC Deferrat Summary - ~J475

Debit Credit Entry

6C RESJENIIE R~ D(P~NSE
October Revenue

186322 $507,060
557322 $5Q7,060

October Expense
186322 $56,967
~s~~z~ ~~sss~

October Total
186322 $~6,9~7 $507,~d $450,093 Credit
551322 X507,060 $x6,967 -$450,p93:Debit.
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Attachment C

Avista Corporation

Monthly Power Cost Deferral Report

Month of October 2014

Long-Term Power Transaction
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C3RIGINAL

seo~ Agenda Sheet for Citv Council Meeting of:
11/03/2014

~,, ,',~,

Date Recd 10/22/2014

Clerk's File # OPR 2014-0726 ~ r̀:

Renews #

Submittin~DeDt SPOKANE REGIONALSOLID WASTE

SYSTEM

Cross Ref #

Contact Name/Phone KEN GiMPEL 625-6532 proiect #

Contact E-Mail KGIMPEL@SPOKANECITY.ORG Bed #

Agenda Item Type Contract Item Requisition #

Agenda Item Name 4490 CONTRACT WITH AVISTA CORPORATION

Agenda Wording

Contract with Avista Corporation (Spokane, WA) for the sale of electricity from
 the Spokane Waste to Energy

Facility, November 17, 2014 to December 31, 2017. Estimated annual reve
nue $6,000,0OO.OQ

Surr~mar5► (Back~rounel)
This contract with Avista Corporation for the sale of electricity from the Waste 

to Energy Facility specifies

$48.71 per Mwh for the higher demand months of July through February, and
 $38.46 per Mwh for Power

demand months of March through June, increasing by 1.5~ annually. The sale 
of this electricity will offset a

significant portion of the costs of operating the Facility.

Fiscal Imaact Budget Account

Revenue $ 6,000,000.00 # 4490-44110-37052-34330

Select $ #

Select $ ~

Select $ #

Approvals Council Notifications

Degt Head GIMPEL, KEN Studv Session

Division Director ROMERO, RICK Other

Finance LESESNE, MICHELE Distribution List

Les~a1 WHALEY, HUNT ttauseher@spokanecity.org

For the Mavor SANDERS, THERESA cmarchand@spokanecity.org

Additional Approvals

Purchasing

APPROVED BY SPOKANE CITY COUNCIL ON

(~ /~~~
- _ ._~~~

SPOKANE C Y°CLERK
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POWER PURCHASE AGREEMENT

BETWEEN
AVISTA CORPORATION

AND
CITY OF SPOKANE

(WASTE TO ENERGY PROJECT)
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This Power Purchase Agreement (this "Agreement") is entered into as of the 23 day of

October 2014 (the "Effective Date"), by and between the CITY OF SPOKANE (the "City"),

State of Washington, a Washington municipal corporation, and AVISTA CORPORATION

("Avista"} of Spokane, Washington, a corporation organized and existing under the laws of the

State of Washington, hereinafter sometimes referred to collectively as the "Parties" and

individually as a "Party."

WITNESSETH:

WHEREAS, the City owns and operates a waste to energy electric generating project

located on approximately thirty-seven (37) acres of real property leased from the Spokane

International Airport Board, located at 2900 S. Geiger Boulevard, Spokane, Washington, 99224 in

Spokane County, Washington, which project is known as the Waste to Energy Project and has a

nameplate capacity of 26 megawatts (the "Project"); and

WHEREAS, the City and Avista have entered into a Large Generator Interconnection

Agreement (the "Interconnection Agreement") that provides for and governs the

interconnection of the Project with Avista's electric system; and

WHEREAS, the City desires to sell and Avista desires to purchase electric power from

the Project for a delivery term beginning on November 17, 2014;

NOW, THEREFORE, in consideration of the mutual covenants and agreements

hereinafter set forth, the Parties agree as follows:

1. DEFINITIONS: INTERPRETATION

(a) Definitions. In addition to words defined elsewhere in this Agreement as

signified by initial capitalization, whenever used in this Agreement, exhibits, and attachments

hereto, the terms below shall have the following meanings:

(i) "Affiliate" means, with respect to any Person, any other Person (other

than an individual) that, directly or indirectly, through one or more intermediaries,

controls, or is controlled by, or is under common control with, such Person. For this

purpose, "control" means the direct or indirect ownership of 50 percent or more of the

outstanding capital stock or other equity interests having ordinary voting power.

(u) 

"Agreement": This power purchase agreement including all exhibits,

attachments and modifications thereof.

(vi) 

"Applicable Program" means a domestic, international or foreign

renewable portfolio standard or renewable energy standard, or renewable energy or

emissions reduction program, scheme or organization, adopted by a Governmental

Authority or otherwise, or other similar program with respect to which exists a market,

registry or reporting for particular Environmental Attributes.

(iv) "Bankrupt" means, with respect to a Party or other entity, that such Party

or other entity: (A) is dissolved (other than pursuant to a consolidation, amalgamation or

Page -1
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merger); (B) becomes insolvent or is unable to pay its debts or fails (or admits in writing

its inability) generally to pay its debts as they become due; (C) makes a general

assignment, arrangement or composition with or for the benefit of its creditors; (D) has

instituted against it a proceeding seeking a judgment of insolvency or bankruptcy or any

other relief under any bankruptcy or insolvency law or other similar law affecting

creditor's rights, or a petition is presented for its winding-up or liquidation, which

proceeding or proceeding is not dismissed, stayed or vacated within thirty (30) days

thereafter; (E) commences a voluntary proceeding seeking a judgment of insolvency or

bankruptcy or any other relief under any bankruptcy or insolvency law or other similar

law affecting creditors' rights; (F) seeks or consents to the appointment of an

administrator, provisional liquidator, conservator, receiver, trustee, custodian or other

similar official for it or for all or substantially all of its assets; (G) has a secured party

take possession of all or substantially all of its assets, or has a distress, execution,

attachment, sequestration or other legal process levied, enforced or sued on or against all

or substantially all of its assets; (I-~ causes or is subject to any event with respect to it

which, under the applicable laws of any jurisdiction, has an analogous effect to any of the

events specified in clauses (A) to (G) inclusive; or (I) takes any action in furtherance of,

or indicating its consent to, approval of, or acquiescence in, any of the foregoing acts.

(v) "Business Day" means any day except a Saturday, Sunday or a Federal

Reserve Bank holiday.

(vi) "Defaulting Party" shall have the meaning provided in Section 17(a) of

this Agreement.

(vii) "Delivered Net Output": shall have the meaning provided in Section

4(a) of this Agreement.

(vin) "Delivery Term" shall have the meaning provided in Section 3(b) of this

Agreement.

(iz) "Dispute Notice" shall have the meaning provided in Section 12 of this

Agreement.

(z) "Effective Date" shall have the meaning set forth in the first paragraph of

this Agreement.

(zi) "Environ~aeatal Attributes": means X11 certificates, credits, benefits,

emissions reductions, environmental air quality credits and emissions reduction credits,

offsets and allowances, howsoever entitled, resulting from the avoidance of the emission

of any gas, chemical, ar other substance attributable to the Project or the generation of

energy by the Project, and the delivery of such energy to the electricity grid, and include

any of the same arising out of any current or future legislation or regulation concerned

with oxides of nitrogen, sulfur, or carbon, with particulate matter, soot, or mercury, or

implementing the United Nations Framework Convention on Climate Change

("LTNFCCC") or the Kyoto Protocol to the LTNFCCC or crediting "early action" with a

view to the iJNFCCC, or laws or regulations involving or administered by the Clean Air

Page -2
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Markets Division of the Environmental Protection Agency or successor administrato
r

(collectively with any state or federal entity given jurisdiction over a program involving

transferability of Environmental Attributes, the "CAMD"), but specifically excluding

investment tax credits, production tax credits, and cash grants associated with th
e

construction or operation of the Project and other financial incentives in the form of

credits, reductions, or allowances associated with ownership of the Project that are

applicable to a state or federal income tax obligation, if any. Environmental Attributes

also include the reporting rights or Renewable Energy Certificates ("RECs") associated

with these Environmental Attributes. RECS are accumulated on a MWh basis and one

REC represents the Environmental Attributes associated with one MWh of energy.

Environmental Attributes do not include (i) any energy, capacity, reliability or other

power attributes from the Project, (ii) fuel-related subsidies or "tipping fees" that may be

paid to the City to accept certain fuels, or local subsidies received by the generator for the

destruction of particular preexisting pollutants or the promotion of local environmental

benefits, or (iii) emission reduction credits that the City procures from a source other than

the Project and that are encumbered or used by the Project for compliance with local,

state, provincial or federal operating or air quality permits.

(zii) "Event of Default" sha11 have the meaning provided in Section 17(a) of

this Agreement.

(ziii) "Facility Service Power": means the electric energy generated and used

by the Project during its operation to operate equipment that is auxiliary to primary

generation equipment, including generator excitation, cooling or other operations related

to the production of electric energy by the Project and to provide power to certain City

owned loads for City consumption that are directly connected to the Project.

(xiv) "FERC": The United States Deparhnent of Energy, Federal Energy

Regulatory Commission, or any other successor agency with substantially similar

jurisdiction over Avista Corporation.

(xv) "Force Majeure" shall have the meaning provided in Section 8(a) of this

Agreement.

(xvi) "Forced Outage": Any outage that either fully or partially curtails the

electrical output of the Project caused by mechanical or electrical equipment failure, plant

related structural failure, or unscheduled maintenance required to be performed to prevent

egirr~~rient failure: ~ "

(xvii) "Good Industry Practice": Any of the practices, methods and acts

engaged in or approved by a significant portion of the electric industry during the

relevant time period, or any of the practices, methods and acts which, in the exercise of

reasonable judgment in light of the facts known at the time the decision was made, could

have been expected to accomplish the desired result at a reasonable cost consistent with

good business practices, reliability, safety and expedition. Good Industry Practice is not

intended to be limited to the optimum practice, method, or act to the exclusion of all
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others, but rather to be acceptable practices, methods, or acts generally accepted in the

region.

(xviii) "Governmental Authority": Any federal, state or local government,

political subdivision thereof or other governrner~tal, regulatory, quasi-governmental,

judicial, public or statutory instrumentality, authority, body, agency, department, bureau,

or other enrity with authority to bind a Party at law.

(zix) "Governmental Rules": Any law, rule, regulation, ordinance, order,

code, permit, interpretation, judgment, decree, directive, guideline, policy or similar form

of decision of any Governmental Authority having the effect of law or regulation,

provided that Governmental Rules shall not include any enactment or other action of the

City undertaken for the purpose of abrogating, repudiating or unilaterally amending the

Agreement, but this exception does not include any power of eminent domain that the

City may lawfully exercise notwithstanding this Agreement.

(xx) "Industrial Insurance Acts" shall have the meaning provided in Section

10(b)(ii) of this Agreement.

(xzi) "Interconnection Agreement" shall have the meaning provided in the

recitals of this Agreement.

(xxii) "Loss" shall have the meaning provided in Section 9(a) of this Agreement.

(xxiii) "Major Maintenance": Maintenance work upon the Project that results

in more than one generating unit not operating.

(xziv) "NERC": The North American Electric Reliability Corporation or its

successor orgaxuzation.

(xxv) "Operating Year": The 12-month period from January 1 through

December 31.

(~vi) "Pacific Prevailing Time" or "PPT" means the prevailing time (i.e.,

Standard Time or Daylight Savings Time) on any given day in the Pacific Time Zone.

(xxvu) "Person" means an individual, partnership, corporation, limited liability

company, joint venture, association, trust, unincorporated organization, Governmental

Authority, or other form of entity.

(xxviii) "Point of Delivery": The point at which the Project and Avista's

electric system are connected, as shown in Exhibit C.

(xxix) "Power Meter" shall have the meaning provided in Section 4(a) of this

Agreement.

(xxlc) "Premises": The site upon which the Project is located.
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(xxxi) "Project": The electric generating facility, including all equipment and

structures necessary to generate and supply electric power.

(zxxii) "Qualifying Facility" means a generating facility which meets the

requirements for Qualifying Facility status under the Public Utility Regulatory Policies

Act of 1978 and part 292 of FERC's Regulations, 18 C.F.R. Part 292, and which has self-

certified or been granted certification of its QF status.

(xxxui) "Representatives" means, with respect to a Party, such Party's

directors, officers, partners, members, employees, consultants, agents, advisors,

successors and assigns, in each case with respect to the transactions contemplated by this

Agreement.

(xxgiv)"Term" shall have the meaning provided in Section 3(a) of this

Agreement.

(xxzv) "Termination Date" means the date on which this Agreement ternunates

or expires.

(xxxvi)"WECC": The Western Electricity Coordinating Council or its successor

organization.

(uxvii) "WUTC": The Washington Utilities and Transportation

Commission or any other successor agency with substantially similar jurisdiction over

Avista.

(b) Interpretation. Unless the context otherwise requires:

(i) Words singular and plural in number will be deemed to include the other

and pronouns having masculine or feminine gender will be deemed to include the other.

(ri) 

Subject to Section 1(b)(vii), any reference in this Agreement to any Person

includes its successors and assigns and, in the case of any Governmental Authority, any

Person succeeding to its functions and capacities.

(ui) 

Any reference in this Agreement to any Section, Exhibit, Appendix or

Annex means and refers to the Section contained in, or Exhibit, Appendix or Annex

attached to, this Agreement.

(iv) Other grammatical forms of defined words or phrases have corresponding

meatungs.

(v) A reference to writing includes typewriting, printing, lithography,

photography and any other mode of representing or reproducing words, figures or

symbols in a lasting and visible form.
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(vi) Unless othervvise expressly provided in this Agreement, a reference to a

specific time for the performance of an obligation is a reference to that time in the place

where that obligation is to be performed.

(vii) A reference to a Party to this Agreement includes such Party's successors

and permitted assigns.

(viii) Reference to any gender includes each other gender.

(ix) Unless otherwise expressly provided in this Agreement, a reference to a

document or agreement, including this Agreement, includes a reference to that document

or agreement as modified, amended, supplemented or restated from time to time.

(z) References in this Agreement to "or" will be deemed to be disjunctive but

not necessarily exclusive (i.e., unless the context dictates otherwise, "or" will be

interpreted to mean "and/or" rather than "either/or'~.

(xi) If any payment, act, matter or thing hereunder would occur on a day that is

not a Business Day, then such payment, act, matter or thing will, unless otherwise

expressly provided for herein, occur on the next Business Day.

(xii) "Hereunder," "hereof," "hereto" and words of similar import will be

deemed references to this Agreement as a whole and not to any particular article, section

or other provision hereof.

(giii) "Including" (and with correlative meaning "include") means including

without limitation on the generality of any description preceding such term.

(ziv) Relative to the determination of any period of time, "from" means "from

and including," "to" means "to but excluding," and "through" means "through and

including."

(c) Technical Meanings. Words not otherwise defined herein that have well known

and generally accepted technical or trade meanings are used herein in accordance with such

recognized meanings.

2. REPRESENTATIONS AND WARRANTIES; COVENANTS

(a) Reuresentations and Warranties.

(i) The City represents that it is the sole owner of the Project. The City

warrants and represents that: (a) the City has investigated and determined that it has

authority to and is capable of performing the obligations hereunder and has not relied

upon the advice, experience or expertise of Avista in connection with the transactions

contemplated by this Agreement; and (b) the Project is a Qualifying Facility. The City

further represents that this Agreement constitutes a legal, valid and binding obligation of

the CiTy enforceable against it in accordance with its terms, subject to bankruptcy,

insolvency, reorganization and other laws affecting creditors' rights generally, and with
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regard to equitable remedies, to the discretion of the court before which proceedings to

obtain same may be pending, has been approved by the City Council, and that the City's

signatory is authorized to execute the Agreement.

(ii) Avista represents that this Agreement constitutes a legal, valid and binding

obligation of Avista enforceable against it in accordance with its terms, subject to

bankruptcy, insolvency, reorganization and other laws affecting creditors' rights

generally, and with regard to equitable remedies, to the discretion of the court before

which proceedings to obtain same may be pending, and that Avista's signatory is

authorized to execute the Agreement. Avista makes no warranties, expressed or implied,

regarding any aspect of the City's design, specifications, equipment or facilities,

including safety, durability, reliability, stxength, capacity, adequacy or economic

feasibility, and any review, acceptance or failure to review the City's design,

specifications, equipment or Project shall not be an endorsement or a confirmation by

Avista. Avista assumes no responsibility or obligation with regard to any NERC or

WECC reliability standard applicable to the Project.

(b) Covenants.

(i) The City will comply with all applicable Governmental Rules and will

obtain and comply with applicable licenses, permits and approvals in the design,

construction, operation and maintenance of the Project; and the Project will, during the

Term of this Agreement, remain a Qualifying Facility as that term is used in 18 C.F.R

Part 292. The Project's failure to maintain Qualifying Facility status during the Term

will be a material breach by the City of this Agreement. Avista reserves the right to

review the Project's Qualifying Facility status and associated support and compliance

documents at any time during the Term.

(ii) Avista will use commercially reasonable efforts to obtain approval of the

WUTC (without adverse amendment or adverse condition) of this Agreement, including

preparation and filing all documentation to effect all necessary notices, reports and other

filings and fiarnishing all information as may be required by any Governmental Authority

in connection with the foregoing, in each case as promptly as practicable. The City will

use its commercially reasonable efforts to assist Avista, as requested by Avista from time

to time, in connection with obtaining such Wi1TC approval. Each of Avista and the City

shall have the right to review in advance and, to the extent practicable, consult with the

other on, and shall consider in good faith the views of the other in connecrion with, any

filing to be made wit~t, or written matzrials to be suUmitted to, any Governmental

Authority in connection with the process of obtaining WUTC approval of this

Agreement. In exercising the foregoing rights, each of Avista and the City sha11 act

reasonably and as promptly as practicable.

3. TERM OF AGREEMENT; DELIVERY TERM

(a) The term of this Agreement (the "Term") shall commence on the date of this

Agreement and shall terminate at 2400 PPT on December 31, 2017, unless terminated earlier in

accordance with the terms and conditions of this Agreement.
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(b) The period during which the City will deliver Delivered Net Output to Avista

under this Agreement (the "Delivery Term") will commence at 00:00:01 PPT on November 17
,

2014 and continue through hour ending 2400 PPT on December 31, 2017. The Delivery Term

will terminate effective immediately upon termination of the Term for any reason.

(c) Avista shall have the right to terminate this Agreement within one hundred and

twenty (120) days following any order of the WUTC that disapproves this Agreement or

disallows recovery in Avista's retail rates of costs arising from purchases of electric power

pursuant to this Agreement. If the WiJTC issues an order that approves this Agreement subject

to conditions that adversely affect the financial benefit of the Agreement to either Avista or 
the

City, and that is not in form and substance substantially the same as that requested by Avista in

the applicable filing, then the adversely affected Party may terminate this Agreement by gi
ving

notice to the other Party within one hundred and twenty (120) days after the issuatzce of such

order. Within thirty (30) days after receipt of an order from the WLTTC setting forth a

disapproval, disallowance or conditional approval of this Agreement, Avista sha11 notify the City

of such order and the possible effects thereof.

(d) Effective as of the Termination Date, the Parties will no longer be bound by the

terms and conditions of this Agreement, except (a) to the extent necessary to enforce any rights

and obligations of the Parties, including payment obligations, arising under this Agreement prior

to expiration or termination of this Agreement, and (6} that the obligations of the Parties under

Sections 6(h), 9, 10, 13 and 23 will survive the expiration or termination for any reason of this

Agreement; provided that such obligations with respect to indemnification will continue only

with respect to claims for indemnification based upon events or circumstances occurring or

arising on or before the Termination Date.

4. PURCHASE AND SALE OF DELIVERED NET OUTPUT

(a) The City shall sell and deliver, and Avista shall purchase and receive, at the Point

of Delivery the total amount of electric power that is generated by the Project (less Facility

Service Power), and delivered by the City to Avista at the Point of Delivery during the Delivery

Term (the "Delivered Net Output"). A power meter located at the Point of Delivery (installed

at the City's expense) (the "Power Meter") shall register the Delivered Net Output on an hourly

basis. The City shall deliver to Avista, and Avista shall receive, at all times all the Delivered Net

Output. Notwithstanding any other provision of this Agreement, the City has no obligation to

generate or sell or deliver, and Avista has no right to purchase or receive, any specified minimum

amount of Delivered Net Output at any time during the Term, and the City's sole obligation with

respect to tke sale and delivery of" any ou~put ~of the Plant and any power supply whatsoever

under this Agreement is sell to Avista all Delivered Net Output on the terms and subject to the

conditions of this Agreement.

(b) The Power Meter shall record electric power that flows from and to the Project,

and from and to Avista's electric system. Avista and the City both shall have the right to read

and receive readings from the Power Meter. Avista shall read the meter and record the readings

at least once per month. The Delivered Net Output in any month shall be calculated based on

information from such meter readings. Monthly meter readings may be adjusted by prorating

metered amounts to the number of days in such month.
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(c) The Parties may, but are not obligated to, agree in writing that additional amounts

of electric power made available from the Project as a result of modifications or enhancements of

the Project shall be purchased and sold pursuant to this Agreement. The City may indicate its

agreement to the purchase and sale of such additional amounts of electric power by a written

administrative approval, executed by a lawfully authorized city official. For the avoidance of

doubt, the City may not sell any electric power from the Project to any third party during the

Delivery Term.

5. OPERATION OF PROJECT

(a) The City shall operate and maintain the Project in accordance with applicable

Governmental Rules and Good Industry Practice.

(b) Interconnection of the Project with Avista.'s electrical system shall be governed

by the separate Interconnection Agreement between the Parties which, following execution of

the Interconnection Agreement, will be attached hereto as Exhibit C for informational purposes

only.

(c) Either Party may interrupt, suspend or curtail delivery, receipt or acceptance of

delivery of electric power at the Point of Delivery, if either Party reasonably determines that the

failure to do so:

(i) Is reasonably likely to endanger any Person or property, or either Party's

facilities or customers, or any electric system with which Avista's system is

interconnected;

(ii) Is reasonably likely to cause, or contribute to, an imminent significant

disruption of utility service to either Party's customers;

(iii) Is reasonably likely to interfere with any construction, installation,

inspection, testing, repair, replacement, improvement, alteration, modification, operation,

use or maintenance o~ or addition to either Party's facilities;

(iv) Is reasonably likely to cause, contribute to, or necessitate operation of any

of Avista's hydro electric projects in violation of any license or other regulatory

requirements; or

(v) Is contrary to Good Industry Practice.

(d) A Party shall promptly notify the other Party in accordance with Exhibit A of the

reasons for any such disconnection, interruption, suspension or curtailment. Such Party sha11 use

its best reasonable efforts to mitigate and limit the duration of any such disconnection,

interruption, supervision or curtailment.

6. PAYMENTS

(a) Avista shall prepare and submit to the City monthly statements during the Term

based upon Delivered Net Output delivered to Avista during the previous month. Payments
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owed by Avista. shall be paid no later than the twentieth (20th) day of the month following the

end of the monthly billing period or five (5) Business Days after the receipt of the applicabl
e

monthly statement, whichever is later. If the due date falls on anon-Business Day, then the

payment shall be due on the next Business Day.

(b) If the City is obligated to make any payment to Avista under the terms of this

Agreement, Avista shall invoice the City for such payment. The price of electric power

delivered to the Project at the Point of Delivery at any time during this Agreement shall be

determined in accordance with Avista's then-applicable retail tariff in effect at the time such

electric power is delivered as such tariff may be changed or replaced from time to time, or

separately negotiated agreement for service. T'he applicable retail tariff in effect at the time of

the execution of this Agreement is Avista's Rate Schedule 21 for the State of Washington.

(c) Either Party may, if such Party is obligated to make any payment or refund to the

other Party, net and set off such payment or refund amount against any current or future

payments due to the other Party under this Agreement. Avista shall prepare and present a single

net bill reflecting the offset of sums owed between the Parties as a result of the sale and delivery

of electric power during a month. The Party owing funds in accordance with the net bill shall

pay the other Party no later than the twentieth (20th) day of the month following the end of the

monthly billing period or five (5) Business Days after the receipt of a monthly statement,

whichever is later. If the due date falls on anon-Business Day, then the payment shall be due on

the next Business Day.

(d) Avista shall pay the City monthly for Delivered Net Output at the rates set forth in

Exhibit B.

(e) If either Party is obligated to make any payment to the other Party under the terms

of this Agreement for any reason other than the sale and delivery of electric power, the Party to

which such payment is due shall bill the Party from which such payment is due. T'he Party from

which such payment is due shall pay the other Party no later than the twentieth (20~h) day of the

month following the end of the applicable monthly billing period or five (5) Business Days after

the receipt of the applicable monthly statement, whichever is later. If the due date fa11s on a non-

Business Day, then the payment shall be due on the next Business Day. Overdue payments will

accrue interest in accordance with Section 6(i) from the due date to the date of payment.

(~ All payments shall be made by ACH or wire transfer in accordance with further

agreement of the Parties.

(g) A Party may in good faith dispute the correctness of any invoice (or any

adjustment to any invoice) rendered under this Agreement, or adjust any invoice for any

arithmetic or computational error, at any time within twelve (12) months following the date the

invoice (or invoice adjustment) was rendered. In the event that either Party disputes any invoice

or invoice adjustment, such Party will nonetheless be required to pay the full amount of the

applicable invoice or invoice adjustment (except any portions thereof which are manifestly

inaccurate or are not reasonably supported by documentation, payment of which amounts may be

withheld subject to adjustment as hereinafter set forth) on the applicable payment due date, and

to give notice of the objection to the other Party. Any dispute with respect to any invoice or
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invoice adjustment will be in writing and will state the basis for the dispute or adjustme
nt. Upon

resolution of the dispute, any required payment will be made within two (2) Busines
s Days of

such resolution, together with interest accrued at the Interest Rate from the due
 date to the date

paid. Any Party receiving an inadvertent overpayment will return such overp
ayment upon

request or will deduct such overpayment from subsequent payments, in each case 
together with

interest accrued at the Interest Rate from the date of such overpayment to the date
 repaid or

deducted by the Party receiving such overpayment. Each Party hereby waives any and all
 rights

that it may have to dispute any invoice or invoice adjustment unless such Party notifies
 the other

Party in accordance with this Section 6(g) within twelve (12) months after t
he invoice is

rendered or the applicable adjustment to the invoice is made.

(h) Each Party (and its Representatives) will have the right, at such Party's sole

expense, during normal working hours and upon reasonable prior written notice to
 the other

Party, to examine or make copies of the records and data of the other Party re
lating to this

Agreement (including all records and data relating to or substantiating any charges pai
d by or to

either Party and including metering records of the amount of the Delivered Net Output)
 to the

extent reasonably necessary to verify the accuracy of any statement, charge or computation
 made

pursuant to this Agreement. If any such examination reveals any inaccuracy in any stateme
nt,

the necessary adjustments in such statement and the payments thereof will be made pro
mptly and

will bear interest calculated at the Interest Rate from the date the overpayment or unde
rpayment

was made until paid; providec~ however, that no adjustment for any statement or payment w
ill be

made unless objection to the accuracy thereof was made prior to the lapse of twelve (12) m
onths

from the rendition thereof, and thereafter any objection will be deemed waived. This Sect
ion

6(h) will survive any termination of this Agreement for a period of one (1) year from the date
 of

such termination for the purpose of such statement and payment objections.

(i) In addition to the remedies set forth in this Agreement, any amounts owing after

the due date specified in this Agreement will be subject to interest in the amount of one p
ercent

(1 %) per month, not to exceed the maximum rate allowed by the law, multiplied by the 
unpaid

balance.

7. METERING

(a) Avista. shall be responsible for any meter readings required by this Agreement.

(b) As of the Effective Date the City owns the Power Meter. The Power Meter shall

be used to deternune the billing hereunder, and the meter shall be located at the Point of Delive
ry

as specified in E~chibit C. The City shall reimburse l~~~ista's reasonable casts, if xr.F-.y, for 
afi

replacement of the Power Meter and any communications facilities necessary to deli
ver

information from the Power Meter to Avista's system operations center. For any planned

replacement of the Power Meter and related communications facilities by Avista for which t
he

City bears cost responsibility pursuant to this Agreement, Avista shall, prior to commencing

work on any such replacement, consult with the City regarding Avista's planning
, design,

operation, maintenance, repair and replacement of such Power Meter and communications

facilities, including providing estimated costs, with the City. Avista shall use its best efforts
 to

minimize such costs. If requested by the City, Avista shall provide copies of applicable test and
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calibration records and calculations pertaining to the Power Meter. Avista shall permit a

representative of the City to be present at all times the Power Meter is being tested.

(c) Notwithstanding the ownership of the Power Meter, Avista agrees to test the

Power Meter in accordance with, and at such intervals as are consistent with, Avista's normal

procedures, and in any event not less than once every two years. Avista shall conduct additional

tests of the Power Meter if requested by the City, and the City shall reimburse Avista reasonable

costs not to exceed $1,000 per test, provided that the City may request an additional meter test at

Avista.'s expense if the last meter test occurred. more than twelve (12) months prior to the City's

request. In addition, Avista shall not charge for any meter test requested by the City if such test

shows that Avista's meter operates outside of accepted tolerances as deternuned by Avista in

accordance with Good Industry Practice.

(d) Adjustments shall be made in meter readings and billings for errors in a meter

reading billing discovered within twelve (12) months of the error. For purposes of adjusting

meter readings and billings, in the event that it cannot be determined when the Power Meter

commenced to malfunction, it shall be assumed that the Power Meter commenced to malfunction

on a date which is the most recent of: (i) twelve (12) months prior to the date of discovery of the

malfunction; or (ii) one half of the interval of time that elapsed between the date of the last meter

test and the date of the discovery of the malfunction.

8. FORCE MAJEURE

(a) Neither Party shall be liable to the other Party for, or be considered to be in

breach of or default under this Agreement, on account of any failure to perform or delay in

performance that is attributable to any of the following events, which event or circumstance was

not anticipated or reasonably foreseeable as of the Effective Date ("Force Majeure"):

(i) Any cause or condition that is beyond such Party's reasonable control and

that is not the result of such Pariy's negligence and that, by the exercise of due diligence,

the Party claiming Force Majeure is unable to overcome or avoid or cause to be avoided,

including the following (provided, however, that the existence of the following factors

will not be sufficient to conclusively or presumptively prove the existence of a Force

Majeure absent a showing of other facts and circumstances that in the aggregate with

such factors establish that a Force Majeure as defined in the foregoing clauses of this

Section 8(a)(i) has occurred): fire, flood, earthquake, volcanic activity, wind, drought

and other acts of the elements; court oxder and act of civil, military or Governmental

Authority; siri~ke, lacicaui anu other IaUr r ~ dispute; ~ rioi; insurrection, .sabotage or war;

federal, state, or other governmental laws, orders, decrees, restraints, or regulations;

Forced Outage; breakdown of or damage to facilities or equipment; or electrical

disturbance originating in or transmitted through such Party's electric system or any

electric system with which such Party's system is interconnected; ox

(u) Any action taken by such Party which is, in the reasonable good faith

judgment of such Party, necessary or prudent to protect the operation, performance,

integrity, reliability or stability of such Party's facilities or any electric system with which
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such Party's electric system is interconnected, whether such actions occur automatically

or manually.

(b) Nothing contained in this section shall require any Party to settle any strike,

lockout or other labor dispute. In the event that any Force Majeure occurrence prevents

performance by a Party under this Agreement, the non-perfornung Party shall provide the other

Party written notice thereof within seven (7) days after the occurrence of the Force Majeure

event. Such notice shall include the particulars of the occurrence, assurances that suspension of

performance is of no greater scope and of no longer duration than is required by the Force

Majeure and that the nonperforming Party is using its commercially reasonable best efforts to

remedy its inability to perform. The non-performing Party shall resume performance of the

obligations prevented by the Force Majeure occurrence with all reasonable dispatch. The

performing Party shall not be required to perform or resume performance of its obligations to the

non-performing Party corresponding to the obligations of the performing Party excused by the

Force Majeure occurrence.

(c) Force Majeure does not include changes in the ownership, occupancy, or

operation of the Project or Avista. that occur because of normal business occurrences which

include but axe not limited to: changes in business economic cycles; recessions; bankruptcies;

tax law changes; sales of businesses; closure of businesses; changes in production levels; and

changes in system operations.

(d) Force Majeure does not excuse any Party from making payments of money due

and payable under this Agreement.

(e) Notwithstanding anything herein, the City shall not claim Force Majeure as a

result of any Governmental Rules adopted by the CiTy.

(f~ Force Majeure will not be based on (i) the loss of Avista's markets, or (ii)

Avista's inability economically to use or resell any Delivered Net Output purchased hereunder;

provided, however, that notwithstanding anything herein, Avista may claim Force Majeure in the

event that Avista ceases (for any reason that is beyond Avista's reasonable control and that is not

the result of Avista's negligence and that, by the exercise of due diligence, Avista is unable to

overcome or avoid or cause to be avoided) providing electric power to a substantial portion of its

retail electric load within the City of Spokane.

(g) The Party claiming Force Maj eure shall use its commercially reasonable best

effo~ts:tr milig~te.~.:~ l~nzt tiie di~ratian~of an;~~F~xeF Majeure event. ~ ~ ... .

9. INDENINITY

(a} The City shall indemnify, defend and hold harmless Avista and its

Representatives from and against any and all losses, expenses, liabilities, claims or actions

(hereafter "Loss") based upon or arising out of bodily injuries or damages to Persons, including

death resulting therefrom, or physical damages to or losses of property caused by, arising out of

or sustained in connection with (i) the construction, operation or maintenance of the Project, (ii)

the City's negligence or intentional misconduct, or (iii) any breach of this Agreement by the

City. Avista shall indemnify, defend and hold harmless the City and its Representatives from
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and against and from any Loss caused by, arising out of or sustained in connection 
with (i) the

construction, operation or maintenance of Avista's electrical system, (ii) Avista's neglig
ence or

intentional misconduct, or (iii) any breach of this Agreement by Avista. In the event that 
any

such Loss is caused by the negligence of both the City and Avista, including their 
employees,

agents, suppliers and subcontractors, the Loss shall be borne by each of the City an
d Avista in

the proportion that its respective negligence bears to the total negligence causing the Loss. 
To

the extent that a Loss is caused by, results from or arises out of or in connection with
 any matter

that is addressed in the Interconnection Agreement, each Party's rights and obligations w
ith

respect to such Loss shall be subject to and governed exclusively by the terms and condit
ions of

the Interconnection Agreement, including any and all limitations of liability, releas
es and

waivers appearing in such agreement.

(b) THE CITY AND AVISTA REPRESENT AND WARRANT THAT THE

TERMS AND CONDITIONS OF THE FOREGOING INDEMNITY PROVISIONS ARE T
HE

SUBJECT OF MUTUAL NEGOTIATION BY THE PARTIES, AND ARE SPECIFICAL
LY

AND EXPRESSLY AGREED TO IN CONSIDERATION OF THE MUTUAL BEN
EFITS

DERNED UNDER THE TERMS OF THE AGREEMENT.

10. LINIITATION OF LIABILITY

(a) Limitation of Liability. NOTWITHSTANDING ANYTHING CONTAINED

TO THE CONTRARY IN THIS AGREEMENT, THE CITY AND AVISTA AGREE TH
AT

THE RECOVERY BY EITHER PARTY OF ANY DAMAGES SUFFERED OR INCURR
ED

BY IT AS A RESULT OF ANY BREACH BY THE OTHER PARTY OF ANY OF I
TS

OBLIGATIONS UNDER THIS AGREEMENT SHALL BE LIMITED TO THE ACTUAL

DAMAGES SUFFERED OR INCURRED BY THE NON-BREACHING PARTY OF ITS

OBLIGATIONS HEREUNDER. IN NO EVENT SHALL EITHER PARTY BE LIABLE TO

TIC OTHER PARTY FOR ANY CONSEQUENTIAL, EXEMPLARY, SPECIAL, INDI
RECT,

INCIDENTAL OR PUNITNE DAMAGES (INCLUDING ANY DAMAGES ON ACCOUNT

OF LOST PROFITS OR OPPORTUNITIES OR BUSINESS INTERRUPTION AND
 THE

LIKE), WHETHER BY STATUTE, IN TORT OR UNDER CONTRACT, UNDER A
NY

INDEMNITY PROVISION OR OTHERWISE; PROVIDED, HOWEVER, THAT THE

FOREGOING WILL NOT IN ANY EVENT LIMIT THE LIABILITY OF EITHER PARTY TO

TIC OTHER UNDER SECTION 9 FOR OR WITH RESPECT TO THIRD-PARTY CLAIMS
.

(b) Compliance with Exuress Negligence Rule; RCW 4.24.115 Acknowledtement

and Waiver.

(i) To the fullest extent permitted by applicable law, all releases, disclaimers,

limitations on liability, and indemnities in this Agreement, including those in this

Section 10, shall apply even in the event of the sole, joint, or concurrent negligence, strict

liability, or fault of the party whose liability is released, disclaimed, limited, or

indemnified.

(ii) Notwithstanding the foregoing, with respect to any and all claims against

an indemnified Party by any Representative of an indemnifying Party, the

indemnification obligations of the indemnifying Party herein shall not be limited in any
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way by any limitation on the amount or type of dama
ges, compensation, or benefits

payable by or for the indemnifying Party under applica
ble law, including any workers

compensation and industrial insurance acts, disability benefi
t acts, or other employee

benefits acts (including the Washington State Industrial Insu
rance Act, RCW Title 51)

(collectively, the "Industrial Insurance Acts").

(iii) EACH OF THE PARTIES HEREBY SPECIFICALLY AND

EXPRESSLY WAIVES ANY AND ALL IMMUNITY TO ~
IHICH SUCH PARTY

MAY BE ENTITLED UNDER THE INDUSTRIAL INSURA
NCE ACTS (INCLUDING

SUCH PARTY'S IMMUNITY UNDER THE INDUSTRIAL 
INSURANCE ACT (RCW

TITLE 51) AND ANY EQUIVALENT LAWS), TO 
THE FULLEST EXTENT

PERMITTED BY APPLICABLE LAW, INCLUDING RCW 4.24.115, AND

EXPRESSLY AGREES TO ASSUME POTENTIAL LIABIL
ITY, EXPENSES AND

DAMAGES (INCLUDING ATTORNEYS' FEES AND CO
STS) FOR ACTIONS

BROUGHT AGAINST AN INDEMNIFIED PARTY BY
 THE INDEMNIFYING

PARTY'S REPRESENTATNES; PROVIDED, HOWEVER, THAT THE

INDEMNIFYING PARTY'S WAVER OF IMMUNITY B
Y THE PROVISIONS OF

THIS SECTION 10 EXTENDS ONLY TO CLAIMS AGAIN
ST THE INDEMNIFYING

PARTY BY OR ON BEHALF OF THE INDEMNIFIE
D PARTY UNDER OR

PURSUANT TO THIS AGREEMENT, AND DOES NOT IN
CLUDE ANY CLAIMS

MADE BY THE INDEMNIFYING PARTY'S REPRES
ENTATNES DIRECTLY

AGAINST 'THE INDEMNIFYING PARTY. EACH PARTY ACKN
OWLEDGES AND

AGREES THAT THE FOREGOING WAIVER HAS BEE
N SPECIFICALLY .AND

MUTUALLY NEGOTIATED BY THE PARTIES TO THI
S AGREEMENT AND

EACH PARTY HAS HAD THE OPPORTUNITY, AND HAS 
BEEN ENCOURAGED,

TO CONSULT WITH INDEPENDENT COUNSEL REGARDI
NG THIS WAIVER.

(iv) Notwithstanding the foregoing or anything to the contrary set forth 
in this

Agreement, the Parties agree that if the provisions of RCW 4.24
.115 apply to any claim

by an indemnified Party against an indemnifying Party under th
is Agreement, then, with

respect to such claim, (A) in no event shall the indemnify
ing Party be obligated to

indemnify the indemnified Party for damages arising out of bod
ily injury to Persons or

damage to properly resulting from the sole negligence of the ind
emnified Party or its

Representatives, and (B) if indemnification is sought fox damages a
rising out of bodily

injury to Persons or damage to property resulting from the co
ncurrent negligence of the

indemnifying Party (or its Representatives) and the indemnified Party (or its

Representatives), the indemnifying Farty shall indemnify the indem
nified Party for such

damages only to the extent of the negligence of the ind
emnifying Party or its

Representatives.

11. INSURANCE

(a) Business Insurance. Prior to operating the Project, the City, at his own cost,

shall obtain and maintain the following insurance in force ove
r the Term of this Agreement and

shall provide certificates of all insurance policies. Avista's 
acceptance of the certificate of

insurance is not intended to, and will not reduce, limit, affect, or 
modify the primary obligations

and liabilities of the City under the provisions of this Agreement
. The City must provide notice
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of cancellation or notice of change in policy terms at least thirty (30) days prior to any 
change or

termination of the policies.

(b) General Liability. The City shall carry and maintain comprehensive general

liability insurance in a form acceptable to Avista with coverage of not less than $10,000,00
0 per

occurrence, including coverage of bodily injury, property damage liability, and contractua
l

liability specifically related to the indemnity provisions of this Agreement. The deductible wil
l

not exceed the City's financial ability to cover claims.

(c) Property Insurance. The City shall carry and maintain property insurance for

the full replacement value of the Project in a form acceptable to Avista, a deductible no
t to

exceed the City's financial ability.

(d) Oualifving Insurance. The insurance coverage required by this Section 11 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 in no event

have, as of the date of placement of such coverage during each year during the Term, less than an

A.M. Best Rating of A-, Class VIII. The policies required under this Agreement must includ
e (i)

provisions or endorsements naming Avista and its directors, officers and employees as additional

insureds, (ii) Avista as a loss payee as applicable, (iii) across-liability and severability of interest

clause, and (iv) provisions such that the policy is primary insurance with respect to the interests

of Avista and that any other insurance maintained by Avista is excess and not contributory.

12. ENVIRONMENTAL ATTRIBUTES

If at any time during the Term either Party provides written notice to the other Party

asserting, on the basis of any applicable federal or state law or any decision by any

Governmental Authority of competent jurisdiction, that the Party providing such notice is the

owner of any Environmental Attributes generated by or otherwise associated with the Project,

and if the other Party, in its sole discretion, determines that such ownership does or would

materially adversely affect such Party, such Party may, by delivering written notice of such

determination to the other Party (a "Dispute Notice") within thirty (30) days after notice of such

ownership claim, require that the Parties enter into good faith negotiations concerning the

disposition of the Environmental Attributes generated by or associated with the Project. If the

Parties are unable, within a period of thirty (30) days following delivery of any Dispute Notice,

to reach a mutually acceptable agreement regarding such disposition and consideration, either

Party will be entitled, at any time within thirty (30) days after expiration of such period, to

deliver ~xytice of terminat~~n o~this ~gree~ent to zh~ ~tner F~-~y. ~'tiia~ !~gre~rtieiit and the Teen

will terminate effective one hundred and eighty (180) days after delivery of any such termination

notice, and neither Party will have any liability to the other Party for or as a result of such

termination. Notwithstanding the foregoing, if a Party asserts that it is the owner of any

Environmental Attributes under this Section 12, any failure of the other Party to deliver a

Dispute Notice within thirty (30) days after notice of such ownership claim shall not constitute a

waiver of such Party's right at any time subsequently to provide a Dispute Notice if such Party

concludes, in its sole discretion, that such ownership does or would. materially affect such Party;

provided, however, that any such subsequent Dispute Notice shall be given prospective effect

only and shall not be permitted to claim or dispute ownership of any Environmental Attributes
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for any period prior to the date of such Dispute Notice. The delivery at any time of any such

subsequent Dispute Notice shall give rise to the same negotiation obligations and termination

rights as set forth above with respect to any Dispute Notice delivered within thirty (30) days after

initial notice of any Environmental Attributes ownership claim.

13. ARBITRATION

Each Party shall strive to resolve any and all differences during the term of the

Agreement. If a dispute cannot be resolved, either Party may submit the dispute to binding

arbitration. The arbitration sha11 be conducted pursuant to the Uniform Arbitration Act, Title 7,

Chapter 9 of the Washington code, as the same may have been or may be amended.

14. ASSIGNMENT

(a) Required Consent. Neither Party shall assign this Agreement or any of its rights,

interests or obligations hereunder without the prior written consent of the other Party, which

consent shall not be unreasonably withheld or delayed; provided, however, that a Party may,

without the consent of the other Party, and by providing prior reasonable notice under the

circumstances to the other Party, assign, transfer, pledge or otherwise dispose of its rights and

interests under this Agreement to: (i) any Person in connection with an assignment of the

Agreement for financing or refinancing purposes; (ii) any entity created to operate the Project; or

(iii) any Affiliate of such Party, so long as the creditworthiness of such Affiliate is at least equal

to that of the assigning Party.

(b) Continuing Oblisations. Any assignments authorized as provided for in this

Secrion 14 sha11 not operate to relieve the Party assigning this Agreement or any of its rights,

interests or obligations hereunder of the responsibility of full compliance with the requirements

of this Agreement unless: (i) the other Party consents, such consent not to be unreasonably

withheld; and (ii) the assignee agrees in writing to be bound by all of the obligations and duties

of the assigning party provided for in this Agreement.

(c) Reimbursement of Costs. Either Party shall, upon request from the other Party,

execute and deliver such documents as may be reasonably necessary to accomplish any

assignment, transfer, pledge or disposition of rights permitted under this Section 14, so long as

the rights of the non-assigning Party are not altered, amended, diminished or otherwise impaired,

and so long as the requesting Party reimburses the other Party for all reasonable costs incurred in

connection with the review, execution or delivery of such documents.

(d) Approval by the City of Assienments. The. City may approve assig~ents

under this Section 14 by written consent of the Mayor.

(e) Binding Agreement. This Agreement and all of the provisions hereof are

Uinding upon, and inure to the benefit of, the Parties and their respective successors and

pernutted assigns.
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15. NO UNSPECIFIED THIRD PARTY BENEFICJARIES

Except as specifically provided in Section 9, Section 10 or otherwise 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 14.

16. NO TRANSFER RIGHTS

Nothing in this Agreement shall be construed as granting the City any right of access, or

any other rights, to Avista's distribution or transmission systems.

17. DEFAULT

(a) An "Event of Default" shall mean, with respect to a Party (a "Defaulting

Party"), the occurrence of any of the following:

(i) the failure to make, when due, any payment required pursuant to this

Agreement if such failure is not remedied within three (3) Business Days after delivery of

written notice;

(ii) any representation or warranty made by such Party herein is false or

misleading in any material respects when made or when deemed made or repeated;

(iu) 

the failure to perform any material covenant or obligation set forth in this

Agreement (except to the extent constituting a separate Event of Default) if such failure is

not remedied in accordance with Section 17(b), below;

(iv) such Party becomes Bankrupt; or

(v) such Party consolidates or amalgamates with, or merges with or into, or

transfers all or substantially all of its assets to another entity and, at the time of such

consolidation, amalgamation, merger or transfer, the resulting, surviving or transferee

entity fails to assume all the obligations of such Party under this Agreement to which it or

its predecessor was a party by operation of law or pursuant to an agreement reasonable

satisfactory to the other Party.

(b) In the Event of Default, the following shall apply:

(i) The non-defaulting Party sha11 give written notice to the Defaulting Party

of the Event of Default in accordance with this Agreement.

(ii) Except for an Event of Default that arises from failure to make money

payments or from a Party becoming Bankrupt, if, after twenty (20) days following receipt

of such notice, the Defaulting Party has not cured the Event of Default, the non-

defaulting Party may, at its option, terminate this Agreement; provided, however, if the

defaulting Party, within such twenty (20)-day period, commences and thereafter proceeds

with all due diligence to cure such default, such twenty (20)-day period shall be extended
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up to six (6) months after written notice to the defaulting Party, as may be necessary to

cure the event of default with all due diligence. For an Event of Default that arises from

the failure to make money payments, the non-defaulting Party may, at its option,

terminate this Agreement if the Defaulting Party shall have failed to cure the failure to

pay within three (3) Business Days following receipt of notice of such failure. For an

Event of Default that arises from a Party becoming Bankrupt, the non-defaulting Party

may, at its option, immediately terminate this Agreement upon notice to the Defaulting

Party.

(iii) Upon the Event of Default and an expiration of any period to cure granted

herein, the non-defaulting Party may, but has no obligation, to terminate this Agreement

effective upon notice to the Defaulting Party and may exercise all other rights and

remedies available to the non-defaulting Party under applicable law. On behalf of the

City, such actions may be accomplished by the Mayor. Whether or not the non-

defaulting Party elects to terminate this Agreement, it may, in addition to other remedies

provided for herein, pursue such remedies as are available at law or in equity including

suspension of its performance so long as the Event of Default is continuing and has not

been cured.

(c) 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, bylaw or otherwise on account of the breach or default.

18. GOVERNMENTAL AUTI30RITY

This Agreement is subject to all applicable Governmental Rules. All Governmental

Rules now or hereafter in effect that are required to be incorporated in agreements of this

character are by this reference incorporated in this Agreement.

19. 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 not joint or collective. This Agreement

shall not be interpreted or construed to create an association, joint venture or partnership between

the Parties or to impose any partnership obligation or liability upon either Party. Each Party

shall be individually and severally liable for its own obligations under this Agreement. Further,

neither Party s1:a11 kza~e ~y xzghts, power or authotzty to inter irxto act3~ agreemen~~. er Urder'~~ki~~,h ~- . . .

for or on behalf of, to act as to be an agent or representative of, or to otherwise bind the other

Party.

20. IMPLEMENTATION

Each Party sha11 take such action (including the execution, acknowledgement and

delivery of documents) as may reasonably be requested by the other Party far the implementation

or continuing performance of this Agreement.
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21. 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 shall 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 shall be and remain in

full force and effect.

22. ENTIRE AGREEMENT AND AMENDMENT

This Agreement together with its exhibits constitutes the entire agreement of the Parties

hereto and supersedes and replaces any prior agreements or understandings between said Parties,

entered into for the same or similar purposes. No change, amendment or modification of any

provision of this Agreement shall be valid unless set forth in a written amendment to this

Agreement signed by both Parties.

23. GOVERNING LAW AND VENUE

This Agreement shall be construed and interpreted in accordance with the laws of the

State of Washington, without reference to conflict of laws provisions that would result in the

application of the laws of any other jurisdiction. Any action at law or in equity to enforce the

terms and conditions of this Agreement shall, unless subject to the exclusive jurisdiction of the

WUTC, be brought in Spokane County, Washington.

24. COMPLIANCE WITH LAWS

Both Parties shall comply with all applicable laws and regulations of governmental

agencies having jurisdiction over the Project and the operations of the Parties. The City shall

obtain all required approvals or authorization from governmental agencies having jurisdiction

over the sale of electric power from the Project.

25. FORWARD CONTRACT; FORWARD AGREEMENT

The Parties acknowledge and agree that this Agreement constitutes a "forward contract"

and a "forward agreement" within the meaning of the United States Bankruptcy Code.

26. NOTICES

X11 ry~ii~es, requests, statements or pa~rrieiits wild be~inac~e ui writ~rig~~except wriEre thus

Agreement expressly provides that notice may be made orally. Notices required to be in writing

will be delivered by hand delivery, overnight delivery, or facsimile. Notice by facsimile will

(where confurnation of successful transmission is received) be deemed to have been received on

the day on which it was transmitted (unless transmitted after 5:00 p.m. at the place of receipt or

on a day that is not a Business Day, in which case it will be deemed received on the next

Business Day). Notice by hated delivery or overnight delivery will be deemed to have been

received when delivered. When notice is permitted to be provided orally, notice by telephone

will be permitted and will be deemed to have been received at the time the call is received.
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To Avista: Director, Power Supply
Avista Corporation
P.O. Box 3727
MSC-7
Spokane, Washington 99220-3727

Facsunile No.: (509) 495-4272

To the City: Chuck Conklin, Director
City of Spokane
Spokane Waste to Energy Project
808 W. Spokane Fa11s Blvd., 6th Floor

Spokane, WA 99201
Facsimile No.: (509) 625-6537

with a copy (which shall not constitute notice) to:

City Attorney
Office of the City Attorney
City of Spokane
808 W. Spokane Falls Blvd.
5th Floor, Municipal Bldg.

Spokane, Washington 99201-3326

Facsimile No.: (509) 625-6277

Changes in persons or addresses for submittal of written notices by a Party to this Agreement

sha11 be made in writing to the other Party and delivered in accordance with this Section 26. Any

oral notice required hereby, which affects the payments to be made hereunder shall be confirmed

in writing as promptly as practicable after the oral notice is given. Exhibit A, herein, shall

govern oral communications between the Parties.

27. COUNTERPARTS

This Agreement may be executed in one or more counterparts, each of which shall be an

original but all of which, taken together, shall constitute only one legal instrument. It sha11 not

be necessary in making proof of this Agreement to produce or account for more than 
one

counterpart.

28< ,EXHIBITS . ~ .. :. ~ ~ :. ...

This Power Purchase Agreement includes the following exhibits, which are attached and

incorporated by reference herein:

Exhibit A - Communications

Exhibit B - Payment Schedule

Exhibit C - Interconnection Agreement

[Remainder of Page Intentionally Left Blank)
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IN WITNESS WHEREOF, the Parties hereto have caused this Agreement to be

executed by their duly authorized representatives as of the first date herein-above set forth:

CITY OF SPOKANE

(Type Name) David A. Condon
Mayor

Title: 
City of Spokane

Date: ~%`~ ~~~1~2"►'" ~ ~~~

Attest: --

City Clerk ~~~~

Approved as to form:
A sistant City A orney

AVISTA CORPORATION

By:

(Type Name)
Jason R. Thackston

Title: Senior VP, Ener~r RCS _

Date: ~ ° ~2~1_~
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Exhibit A

Communications

**This listin~y need to be updated effective November 17.2014

A-1. Verbal Communications

All communicarions between the City and Avista referred to in the Agreement shall be don
e

verbally by notifying the following parties:

(a) Pre-Schedule (530 am to approximately 1:30 pm on normal business days):

Avista Pre-Scheduler (509) 495-4911

Alternate Phone Number (509) 495-4073

the Ciry Business Phone (509) 625-6524

Alternate Phone Number (509) 625-6523 688-4657

(b) Real-Time Schedule (available 24 hours per day):

Avista Real-Time Scheduler (509) 495-8534

the City Business Phone (509) 625-6524

Alternate Phone Number (509) 625-6523

(c) During normal business hours, all verbal communications relating to interruptions and outages:

Avista System Operator (509) 495-4105

Alternate Phone Number (509) 495-4934

the City Business Phone (509) 625-6524624-6575

Alternate Phone Number (509) 625-6523

(d) Outside of normal business hours (nights, weekends, and holidays), all verbal communications

relating to interruptions and outages shall take place between the following personnel:

Avista System Operator (509) 495-4105

Alternate Phone Number (509) 495-4934

the City Business Phone (509) 625-6524

Alternate Phone Number (509) 625-6523

r~i-2. The (;ity shall notify Avista'~ system operator, as soon as is practical, whenever the Project is br

is expected to be brought on line, or taken off line.

A-3. Changes in persons or phone numbers for verbal communications by a Party to this Agreement

may be made verbally to the other Party in accordance with this Exhibit but shall be confirmed in writin
g

as an amended Exhibit A. A copy of said amended Exhibit A shall be mailed or delivered to th
e

representatives of the Parties designated in Section 26.
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Exhibit B

Power Purchase Payment Rates

For the period November 17, 2014 through December 31, 2017 Avista agrees to buy the

Delivered Net Output from the City's Waste to Energy Project at the following monthly rates in

dollars per megawatt-hour ($/MWh):

Year March —June $/MWh Jul — Februa $/MWh

2014 $48.71

2015 $38.46 $49.44

2016 $39.03 $50.18

2017 $39.61 $50.93
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Exhibit C

Interconnection Aereement
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Non-Confidential Attachment D

Avista Corporation

Monthly Power Cost Deferral Report

Month of October 2014

Long-Term Power Transaction
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CONTRACT
FOR

SALE OF OUTPUT FROM THE ROCKY REACH PROJECT AND ROCK ISLAND

PROJECT

Executed by
PUBLIC UTILITY DISTRICT NO. 1

OF CFIELAN COUNTY, WASHINGTON
And

AVISTA CORPORATION

This contract is entered into as of October 2, 2014 ("Effective Date") between Public Utility

District No, 1 of Chelan County, Washington (the "District"), a municipal corporation of the State

of Washington, and Avista Corporation (the "Purchaser"), a corporation organized and existing

under the laws of Washington. The District and the Ptuchaser are referred to as a "Party" and

collectively as "Parties."

SECTION 1. TERM OF CONTRACT

Except as otherwise provided herein, this Contract shall be in full force and effect from and after it

has been executed by the District and the Purchaser. Unless sooner terminated pursuant to other

provisions, this Contract shall remain in effect through HE 2400 (midnight) Pacific Prevailing

Time "PPT" December 31, 2015. Except as otherwise provided herein, all obligations accruing

under this Contract are preserved until satisfied.

SECTION 2. DEFINITIONS

As used in this Contract, the following definitions shall apply throughout this Contact and

Appendices. Other terns are defined in the text of the Contract, the Appendices and the

Collateral Annex.

"Agreement for the Hourly Coordination of Projects on the Mid Columbia River" (MCHC) shall

mean the 1997 Agreement, as amended or succeeded from time to time, with the Mid-Columbia

PUD project owners, purchasers, the U.S. Department of Energy via the Bonneville Power

Administration, the U.S. Department of the Army via the Army Corps of Engineers, and the U.S
.

Depu-tment of Interior via the Bureau of Reclamation to coordinate real time operation of the

seven projects from Grand Coulee through Priest Rapids on the Columbia River.

"Business Day" means any day other than a Saturday or Sunday or a national holiday (United

States of America or Canadian). United States holidays shall be holidays observed by Federal

Reserve member banks in New York, New York. If the Purchaser has its principal place of

business in the United States, Canadian holidays shall not apply. If the Purchaser has its

principal place of business in Canada, both. United States and Canadian holidays shall apply. A

Business Day shall open at 8:00 a.m. and close at 5.00 p.m. Pacific prevailing time (PP'1~.
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"Capacity" means the generation potential of the Rocky Reach Project 
and the Rock Island

Project as adjusted for limitations and obligations in accordance wit
h Appendix A.

"Collateral Annex" means the agreement entered into between the Pv
ties entitled Collateral

Annex.

"Conaact" sha11 mean this CONTRACT FOR SALE OF OUTPUT FROM 
THE ROCKY REACH

PROJECT AND ROCK ISLAND PROJECT SLICE PRODUCT 19 in its entire
ty.

"Defaulting Party" shall mean the Party who is responsible for or suffers an "Ev
ent of Default" as

defined in Section 15.

"District Business Practices" shall mean those policies, procedures, and busi
ness practices of the

District that are in effect and amended from time to time.

"Dishict Slice Operating Instructions" shall mean those instructions and deta
ils pertaining to the

Rocky Reach Project and the Rock Island Project Output and provisions 
contained in this Contract

adopted by the District from time to time.

"District System Emergency" means a condition or situation that, in the judgmen
t of the District or

in conformance with guidelines of FERC, NERC, the WECC, the PEAK RC
 or other entities with

regulatory jurisdiction (whether by contractor operation of law) over the Dist
rict concerning

system emergencies, adversely affects or is likely to adversely affect or is nec
essary to protect: (i)

public health, life or property; (u) Districts employees, agents or property; (iu)
 District's ability to

maintain safe and reliable electric service to its customers; (iv) preserve, main
tain or reestablish the

safety, reliability, integrity or operability of the Western Interconnection and
 the District's elechic

system and the hydroelect~7c projects owned and operated by the Dist~~ict; or (
v) environmental and

water quality standards and requirements.

"Dynamic Transfer Agreement" means a dynamic scheduling, pseudo tie 
or other agreement

entered into by the Purchaser and the District.

"Energy" means the energy production, expressed in megawatt hours, of the
 Rocky Reach Proj ect

and the Rock Island Project as measured in megawatts integrated over an hou
r and adjusted for

limitations and obligations in accordance with Appendix A.

"Environmental Attributes" means the fuel, emissions, and all other environ
mental characteristics,

credits, allowances, claims, reductions, offsets, and benefits associated 
with the generation of

electricity from a renewable resource of the Rocky Reach Project and the Ro
ck Island Project,

except any energy, capacity, reliability or other power attributes used t
o provide electricity service

as defined in this Contract. Environmental Attributes, also known asnon-po
wer attributes, include

but are not limited to: (1) facility's fuel type, geographic location, vintage
; (2) any avoided

emissions of pollutants to the au, soil or water such as (subject to the foregoi
ng) sulfur oxides

(SOx), nitrogen oxides (NOx), carbon monoxide (CO) and other pollutants; and
 (3) any avoided

emissions of carbon dioxide (CO2), methane (CH4) and other greenhouse
 gases (GHGs) that have
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been determined by the United Nations Intergovernmental Panel on Climate Change
, or otherwise

by law, to absorb infra-red radiation in the atmosphere and contribute to the actual o
r potential

altering of the Earth's climate by trapping heat in the atmosphere. The owner of the 
Environmental

Attributes shall without limitation retain all reporting rights and use of these avoi
ded emissions

and/or renewable resources in any present or future federal or state compliance or volunt
ary

programs)

"FERC" shall mean the Federal Energy Regulatory Commission or its successor.

"FERC License" shall mean the respective license for the Rocky Reach and Rock Island

Hydroelectric Project issued by FERC, as applicable.

"Government Authority" means any federal, state, local, territorial or municipal gover
nment and

any department, commission, board, bureau, agency, instrumentality, judicial or admini
strative

body thereof.

"Guarantor" means the entity providing a guarantee pursuant to a guarantee agree
ment, if

applicable.

"Incremental Efficiency Gains" means the Energy derived from any improvement
s or efficiency

upgrades at Rocky Reach Project and the Rock Island Project completed after Janua
ry 1, 1994,

including but not limited to the installation or modification of equipment and structure
s or

operating protocols, which the. District detei~rnines result in improved or increased efficienc
y or

capacity and/or produces incremental electricity.

"MW" means a megawatt, or one thousand (1,000) kilowatts.

"MWh" means a megawatt hour or one thousand (1,000) kilowatt hours.

"NERC" means the North American Electric Reliability Corporation or its successor responsi
ble

for ensuring a reliable, adequate and secure bulk electric system.

"Operating Agreements" sha11 mean any agreements to which the District is or may become
 a

party, which relate to the operation of the Rocky Reach Project and the Rock Island Pro
ject ,

including but not limited to, the Pacific Northwest Coordination Agreement, the Agreem
ent for the

Hourly Coordination of Projects on the Mid Columbia River, the Western Systems Coor
dinating

Council Agreement, and the Northwest Power Pool Agreement, as such agreements current
ly east

or hereafter may be amended,

"Output" means an amount of Energy, Capacity, and certain related rights availabl
e from the

Rocky Reach Project and the Rock Island Project, as applicable, in each case to the extent

described in and determined pursuant to Appendix A hereof. The Purchaser's Output 
will be

made available by the District pursuant to this Contact from that portion of the Ro
cky Reach

Project and the Rock Island Project that does not include Incremental Efficiency Gains. Outp
ut

includes Environmental Attributes.
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"Pacific Northwest Coordination Agreement" or "PNCA" shall mean the Agreeme
nt amongst

northwest parties executed in 1997 for the coordinated operation of the Columb
ia River System

which became effective August 1, 2003, as such Agreement may be amended 
or succeeded from

time to time.

"PEAK RC" means the Peak Reliability organization that is registered for and fulfil
ls the duties

of the Reliability Coordinator and the Interchange Authority, as defined by NE
RC, and as

delegated by WECC for the Western Interconnection.

"Pre-Schedule Day" shall mean days so designated by the District pursuant to the Weste
rn

ElectriciTy Coordinating Council Interchange Scheduling and Accounting Subcommi
ttee daily

scheduling calendar.

"Project(s)" means the Rocky Reach Hydroelectric Project and the Rock Island Hydro
electric

Project, as applicable.

"Prudent Utility Practice" means any of the practices, methods and acts engaged 
in, or approved

by, a significant portion of the electric utility indushy in the Western Interco
nnection for

operating facilities of a size and technology similar to the Project during the relev
ant time period

or any of the practices, methods and acts, which, in the exercise of reasonable judgment
 in light

of the facts known, at the time the decision was made, could have been expected 
to accomplish

the desired result at a reasonable cost consistent with applicable laws, longevity, reliabili
ty,

safeTy and expedition. Prudent Utility Practice is not intended to be limited to the optimum

practice, method or act to the exclusion of all others, but rather to be a spectrum o
f commonly

used practices, methods and acts.

"Purchaser's Output" and "Purchaser's Output Percentage" have the meanings
 set forth in

Section 3 of this Contract.

"Purchase Price" has the meaning set forth in Section 5.

"Rock Island" means the District's Rock Island Hydroelectric Project as curre
ntly licensed by

FERC under license number 943, and any successor license, including any efficie
ncy

improvements and upgrades that increase generating capacity, in each case 
made by the District

from time to time during the term of this Contract. The improvements and upgrad
es are included

in this definition only as related to the equivalent amount of Output to be delivered pu
rsuant to

the definitions in Section 3 of this Contract.

"Rocky Reach" means the District's Rocky Reach Hydroelectric Project as cu
rrently licensed by

FERC under license number 2145, and any successor license, including any effic
iency

improvements and upgrades that increase generating capacity, in each case
, made by the District

from time to time during the term of this Contract. The improvements and 
upgrades are included

in this definition only as related to the equivalent amount of Output to be delivere
d pursuant to

the definitions in Section 3 of this Contact,
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"Slice Contract" means any Contracts) for Sale of Output from the Rocky 
Reach Project and the

Chelan Power System, Contracts) for Sale of Output from the Rocky Reach Pro
ject and Rock

Island Project and/or Contracts) for Sale of Output from the Chelan Power Sys
tem executed by

the Parties.

"Slice Termination Payment" means the sum of the amounts due as described in Sectio
n 16.

"Uncontrollable Forces" sha11 mean any cause reasonably beyond the conhol of t
he Party and

which the Party subject thereto has made reasonable efforts to avoid, remove or mitigate,
 including

but not limited to acts of God, fire, flood, storm, explosion, strike, sabotage, acts of terrorism
, act

of the public enemy, civil or military authority, including court orders, injunctions, and 
orders of

government agencies (other than those of the District) with proper jurisdiction, insurr
ection or riot,

an act of the elements, failure of equipment or contractors, or inability to obtain or sh
ip materials or

equipment because of the affect of similar causes on suppliers or carriers; provided, howe
ver, that

in no event shall an Uncontrollable Force excuse the Purchaser from the obligation to p
ay any

amount when due and owing under this contract. Uncontrollable Forces shall not be based 
on (i)

the loss of Purchaser's markets; (ii) Ptuchaser's inability economically to use or resell the Ou
tput

purchased hereunder; or (iii) the District's ability to sell the Output at a price greater than 
the

Purchase Price agreed upon in this Contract. Purchaser shall not be enritled to and ma
y not raise a

claim of Uncontrollable Forces based in whole or in part on the curtailment by a third-party

transmission provider.

"Unit" means each generating unit or collectively the generating units at the Projects, as

applicable.

"WECC" means the Western Electricity Coordinating Council or its successor, or such
 other

entity or entities responsible for regional reliability as determined by the District.

"Western Interconnection" means the synchronously operated electric transmission grid locat
ed

in the western part of North America, including parts of Montana, Nebraska, New Mexico, 
South

Dakota, Texas and Mexico and all of Arizona, California, Colorado, Idaho, Nevada, Oregon,

Utah, Washington, Wyoming and the Canadian provinces of British Columbia and Alberta..

SECTION 3. PURCHASE AND SALE OF OUTPUT

District shall sell and deliver, or cause to be delivered, and Purchaser shall purchase and rece
ive, or

cause to be received, Purchaser's Output Percentage at the Point of Delivery and Purchaser shall

pay the District the Purchase Price. The District shall be responsible for any costs or charges

imposed on or associated with the generation of the Purchaser's Output Percentage or th
e

trar►smission of the Purchaser's Output Percentage to the Point of Delivery. Purchaser shall be

responsible for any costs or charges imposed on or associated with the transmission o
f the

Purchaser's Output Percentage from the Point of Delivery.

(a) Purchaser's Output. The District shall make available to the Purchaser and the Purchas
er

shall take and purchase an amount of Output measured by and equivalent to the total
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applicable Output multiplied by the corresponding Purchaser's Output Percentage which

amount is herein referred to as "Purchaser's Output."

(b) Purchaser's Output Percentage and DeliverX Period for Slice Product. The Purchaser's

Output Percentage shall be measured by and equivalent to four percent (4.0 %) of the Output

from Rocky Reach and Rock Island for the period starting at 00:00 hours on January 1, 2015

and ending at hour 2400 on December 31, 2015.

SECTION 4. OUTPUT AVAILABILITY

(a) It is expressly acknowledged and agreed by the Parties that Output is dynamic and variabl
e

and is dependent upon a variety of factors including, without limitation, availability of water

and operable Units of the Project(s), electric system reliability requirements, Operating

Agreements, federal and state laws, rules, regulations and orders affecting river flows and

operation of the Project regarding endangered species and other environmental matters,

matters giving rise to curtailment and other restrictions on Output described in Appendix A
,

the terms of which Appendix are incorporated by reference. Output can and will vary

substantially from hour-to-hour, season-to-season and year-to-year.

(b) The District shall have the right, in its sole discretion, to temporarily interrupt, reduce or

suspend generation and delivery (through manual operation, automatic operation or

otherwise) of Output from the Projects) during any one or more of the following

circumstances: (i) to prevent damage to the District's system or to maintain the reliable and

safe operation of the District's system; (ii) a District System Emergency; (ui} if suspension is

required for relocation, repair or maintenance of facilities or to facilitate restoration of line

outages; (iv) Uncontrollable Forces; (v) any Operational Constraints as described in

Appendix A; (vi) negligent acts or intentional misconduct of purchaser which are reasonably

expected to present imminent threat of damage to property or personal injury; (vii) a default

by the Purchaser as set forth in Section 15(a); or (vui) any other reason consistent with

Prudent Utility Practice.

Any available Output during each such interruption, reduction or suspension shall be

allocated pro-rata among the District, the Purchaser and the other purchasers of Output, as

applicable, except and to the extent the District determines (or had determined at any time

prior to such interruption, reduction or suspension) in its sole discretion that due to a District

System Emergency such pro-rata allocation of remaining Output due to such interruption,

reduction or suspension is impracticable or infeasible and except if the Purchaser is in

default. The Dishict shall give advance notice, as circumstances pernut, of the need for such

suspension, reduction or interruption to employees of the Purchaser designated from time to

time by the Purchaser to receive such notice, The District shall not be responsible for

payment of any penalty or costs incurred by the Purchaser during or as a result of such

interruption, reduction or suspension.

(c) Notwithstanding any other provision of this Conhact, the Dishict shall have the right to operate

the Projects) in such manner as it deems to be in its best interests consistent with the FERC

License, applicable laws and regulations and Prudent Utility Practice.
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(d) Notwithstanding any other provision of this Contract, the District s
hall have the unilateral right

to restrict deliveries of Output as may be necessary to fulfill any non-power 
regulatory or other

legal requirements and shall have the unilateral right to determine the amounts o
f spill required

at the Project(s). Any such restrictions in delivery shall be made pro-rata 
with all purchasers

of Output and with the District's share of Output.

(e) Purchaser acknowledges that, notwithstanding any other provision of th
is contract to the

contrary, the District's obligation to sell and deliver Output is expressly limi
ted to

Purchaser's percentage of any Output actually produced by Rocky Reach a
nd Rock Island

and available for delivery to the Point of Delivery and that the District will 
not be liable to

the Purchaser for the failure to deliver any Output that is not otherwise a
vailable from the

applicable Project, regardless of the reason for such unavailability.

SECTION 5. PURCHASE PRICE AND PAYMENTS BY PURCHASE
R

(a) Purchase Price for the Purchaser's Output shall be the total dollar amounts
 submitted by

Purchaser on its bid form, attached hereto as Appendix B and incorporated 
herein. The

Purchase Price shall not include any deduction or withholding for or on 
account of any tax

imposed upon Purchaser.

(b) The equal monthly payments will be determined by dividing the Purchase
 Price by the

number of calendar months in the Delivery Period (the "Monthly Payment")
. Monthly

Payments shall not include any deduction or withholding for or on account
 of any tax

imposed upon Purchaser. Each Monthly Payment shall be due and payable on the 20th

(twentieth) calendar day of the month following the end of the month in wh
ich delivery was

made, If the 20th calendar day of the month is not a Business Day, the paymen
t will be due

on the next following Business Day. The Monthly Payment shall be reduce
d by the amount

of any credit owing as described in Appendix C when certain conditions exi
st as described

therein.

(c) The payments set forth above shall be due and payable by electronic funds
 hansfer to the

District's account, designated in vv~•iting by the District.

(d) If payment in full of any Monthly Payment amount set forth on a state
ment or revised

statement is not received by the District on or before the close of business 
on the 20th

calendar day of the month, amounts not paid shall be payable with interest calcu
lated daily, at

a rate equal to 200 basis points above the per annum Prime Rate reported da
ily in the Wa11

Street Journal for the period beginning on the day after the due date and e
nding on the day of

payment, provided that such interest shall not exceed the amount permitte
d by law.

Additionally, if payment due to the District remains unpaid three (3) Busines
s Days after the

due date, the District may thereafter suspend delivery of the Purchaser's Outp
ut until payment

in full of all amounts due and owing (including any interest) is received by the Dist
rict.

(e) The payments required under this Section 5 shall be due and owing notw
ithstanding the fact

that the actual amount of power fiom the Output Percentage made available t
o the Purchaser is
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less or more than that which was anticipated by either Party at the time of execution
 of this

Contract. The District makes no warranties of any type as to the Output that will ac
tually be

produced, available and delivered, other than, that the percentage of Output ma
de available to

the Purchaser will at all times be in accordance with Section 3(a), and Purchaser assumes 
all

risks associated therewith. The Purchase Price submitted by the Purchaser as set forth a
bove in

subsection (a) is the price for the Purchaser's Output and delivery of that Output to the Poin
t of

Delivery. Except as otherwise provided in Sections 6 and 16, the Purchaser shall not b
e

obligated to pay any other amounts relating to ownership or operation of Rocky Reach
 and

Rock Island, as applicable. Purchaser is responsible for all costs of transmission from the

Point of Delivery,

(fl A Party may, in good faith, dispute the correctness of any invoice or any adjustment 
to an

invoice rendered under this Contract. The District may in good faith adjust and the 
Purchaser

may in good faith request adjustment of any invoice for any arithmetic or computational 
error

within 12 months of the date of the invoice or adjustment, In the event an invoice is disput
ed,

the entire invoice shall be paid with notice of the objection given to the other Party. Any

invoice dispute or invoice adjustment shall be submitted to the other Party in writing wi
thin

twelve (12) months of the receipt of such invoice or adjustment and shall state the basis for
 the

dispute or adjustment. Any invoice or adjustment shall be conclusively deemed correct unl
ess

a dispute is duly submitted within said twelve (12) months period and all subsequent 
disputes

with respect thereto shall be waived. This provision does not apply to the calculation of the

Slice Ternunation Payment, if any.

(g) The Parties hereby agree that all payment obligations due and owing to each other
 pursuant to

this Conhactand other Slice Contracts during the monthly billing period shall be netted wit
h

and set off so that only the excess amount remaining due shall be paid by the Parly owin
g the

same. Except for the amount of the net tei~rnination payment, the deternunation of the net

amounts due under this Contractand other Slice Contracts shall not be offset by, or take 
into

account or include any Perfot~nance Assurance that may then be posted and in effec
t pursuant

to the Collateral Annex between the Parties.

SECTION 6. DELIVERY OF OUTPUT

This Section 6 shall apply to the delivery of the Purchaser's Output. Subject to the p
rovisions of

this Contract, the District shall make the Purchaser's Output available to the Purch
aser.

(a) T1te District and MCHC shall make all determinations concerning Rocky Reach's and
 Rock

Island's Capacity and minimum generation requirement, and the District shall have
 the

unilateral right to determine the maximum allowable amount of change in Output during 
any

time period. Purchaser's schedules shall be based on Purchaser's Output in accordance 
with

Rocky Reach's and Rock Island's operational parameters, District Slice Operating Instruc
tions

and the District Business Practices established by the District from time to time.

(b) Purchaser's schedules shall not be less than Purchaser's Output Percentage of the sum 
of the

minimum generation limits of Rocky Reach and Rock Island as determined by the Dis
hict or

MCHC, nor sha11 the sum of all export schedules be greater than Purchaser's Output
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Percentage of the sum of the maximum generation limits of Rocky Reach and Rock
 Island as

determined by the District or MCHC. The Purchaser's residual reserves equals
 the

Purchaser's maximum generation limit minus the Purchaser's aggregated sc
hedules minus the

Purchaser's Canadian Entitlement Obligation and any additional reserve obligat
ions required

by standards, District Business Practices and District Slice Operating Instructions. The

Purchaser's residual reserves must be greater than or equal to zero at all times.
 The Purchaser

shall be responsible for keeping its schedules within all Energy production limits 
applicable,

including all limits imposed by the terms of the MCHC. Purchaser's schedules ar
e also

subject to immediate curtailment in the event of an unplanned outage or other sudden

reduction in the Capacity of Rocky Reach and/or Rock Island as a result of Operation
al

Constraints or otherwise. Purchaser's net schedules are also subject to inunediate
 increase in

the event of a sudden increase in the minimum generation limits of Rocky Reach and/
or

Rock Island as a result of Operational Constraints or otherwise.

(c) If the Purchaser's actual schedules after curtailments and adjustments do not comply with
 this

Section (either above the maximum generation limit or below the minimum generation 
limit),

for any hour or portion thereof, the District, at its sole discretion may charge to the Purchas
er

non-compliance fees. 'The amount of the non-compliance fees shall be calculated by
 the

District for each hour using the following methodology: multiply the absolute valu
e of the

maximum 10 minute deviation in the hour (M'~, either over the maximum generation
 limit or

under the minimum generation limit, by $50/MW. If the Purchaser's actual hotuly integra
ted

schedules do not comply with this Section, there will also be an Energy charge for the h
ourly

deviation. The District will enter a transaction with the Purchaser so that the Purchaser's ac
tual

integrated schedule complies with this Section. The price for the Energy (MWh) that t
he

District provides to the Purchaser pursuant to this subsection will be the Mid-Columbia

Powerdex hourly index plus $50/MWh, The price for the Energy that the District receives

from the Purchaser pursuant to this subsection will be the Mid-Columbia Powerdex hourly

index minus $50/MWh. If the Powerdex hourly Mid Columbia index is no longer publish
ed or

utilized by the industry, the District will select another industry recognized hourly inde
x and

notify Pwchaser of the index to be used for all hours. The amounts owing by the Purchase
r to

the District pursuant to this provision shall be due and payable per Section 5(c) and subject
 to

the provisions of Sections 5(d)(f} and (g) of this Contract. All commercial efforts must be

taken to comply with Section 6. Persistent or repeated non-compliance with Section 6(b) sha
ll

also be an Event of Default by the Purchaser as further defined in Section 15 hereof. If

Purchaser fails to comply with Section 6(b) for more than 20 hours, or portions thereof 
in any

month, the District may at its sole discretion collect additional penalties including tripling the

amount of any applicable non-compliance fee for the remainder of the month. Non
-

compliance due to unexpected reductions in Capacity or increases in minimum generation
 limit

at Rocky Reach or Rocic Island maybe excused. If Purchaser fails to comply with Section 
6(b)

for more than 60 cumulative hours, or portions thereof, in any three consecutive months of any

twelve month period, the District may at its sole discretion consider this to be persistent non-

compliance and be considered an Event of Default by the Purchaser as further defined 
in

Section 15 hereof.
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(d) Pond/Storage Account

(1) Purchaser shall be entitled to utilize the Purchaser's Output Percentage of th
e Pond/Storage

available at Rocky Reach and Rock Island. The portion of the Purchaser's Output

percentage of Pond/Storage available shall be determined per MCHC, In no case shall
 the

Purchaser exceed or go below their Output Percentage of PondlStorage.

(2) If Purchaser is utilizing Pond/Storage above or below the Purchaser's Output Percent
age of

the Pond/Storage available in any hour they will be subject to anon-compliance fee for

each hour the Purchaser exceeds or goes below their Output Percentage of Pond/Storag
e.

The amount charged to the Purchaser shall be calculated by the District and will be $10
 per

MWh that the Pond is above or below the Pwchaser's Output Percentage of the

Pond/Storage available. Pwchasers will not be subject to such fees if they are direc
ted by

the District or MCHC to be outside Pond/Storage Output Percentage limits.

(3) MCHC will establish and maintain for Purchaser a Pond/Storage account that
 will reflect

the use of Pond/Storage by the Purchaser associated with the Purchaser's Output

Percentage of Rocky Reach and Rocic Island during the relevant Delivery Periods
. The

District will transfer 30 MWh of Pond/Storage from its Pond/Storage account 
to the

Purchaser's Pond/Storage account in order to establish a starting balance.

The Purchaser must have a minimum Pond/Storage balance of 30 MWh on the
 last hour

of the term of this Contract which will then be transferred to the District's Pond/Storage

account. If the Purchaser's Pond/Storage balance is less than 30 MWh, then t
he District

will invoice the Purchaser for the shortage quantity (MWh) at an hourly price equal t
o the

Powerdex hourly Mid Columbia index ($/MWh) or other recognized hourly index for
 the

last hour of the Contract term. If the Powerdex hourly Mid Columbia index is 
no longer

published or utilized by the industry, the District will select another industry
 recognized

hourly index and notify Purchaser of the index to be used for all hours. The Purchaser

shall make payment pursuant to Sections 5(c)(d) (~ and (g) above. The Purchaser
 may

schedule more than its share of Rocky Reach and Rock Island hourly inflows, determ
ined

in accordance with Section 6{b), if the Purchaser has sufficient amount of Energy
 in its

PondlStorage account. The amount of the Energy scheduled from the PondlStorage

account shall not exceed the Purchaser's Output Percentage of the sum of the max
imum

Capacity of Rocky Reach and Rock Island.

As allowed under MCHC, the Piuchaser may buy andlor sell pond in order to man
age

their pond balance. The pond transaction/transfer may be made between any two MC
HC

participants. MCHC transfers from one account to another as directed by the Purc
haser.

The Purchaser will be solely responsible to make all commercial arrangements for
 these

transactions.

(e) During any hour that spill occurred at any non-federal Mid-C Project due to any reason, 
the

spill will be allocated in accordance with MCHC.
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(~ The District may establish new or additional District Business Practice
s and District Slice

Operating Instructions that the District considers necessary. Changes ma
y also be made to

conform to mandatory reliability standards and any applicable busine
ss practices, criteria and

procediues of NERC, WECC, PEAK RC, NWPP and transmission se
rvice providers.

(g) In the event the Purchaser deternunes or has reason to believe that an err
or has occurred in the

after-the-fact MCHC accounting, the Purchaser shall notify the District immediat
ely. The

District will assist the Purchaser in determining if an error did occur an
d if so, correct that error

through MCHC by re-ruruung the hours or other correction. Any adjustment
 as a result of such

errors shall not include or give rise to any monetary compensation or, other adju
stments to the

payments by the Purchaser.

(h) Purchaser shall provide to the Disti7ct or to MCHC on a real time basis, an
 estimate of

Purchaser's projected hourly generation requests for Energy from
 Rocky Reach and Rock

Island at xx:20 PPT for the future 96 hours. The acctuacy of these hourly g
eneration

estimates shall meet MCHC's or the District's suggested targets.

(i) During all Delivery Periods for Slice Product 19, the District will allow up
 to six tags

sourced at its Balancing Authority dtuing the Pre-Schedule Day time
 frame and up to three

additional tags sourced at its Balancing Authority per hour dwing rea
l-time.

(j} Tags that sink in the District's Balancing Authority will only be allowed f
or the purpose of

pond account management during real-time. One tag per hotu is the limit f
or real-time tags.

No preschedule tags that sink in the District's Balancing Authority ar
e allowed. Pond

account or pond management purposes are defined by the District's Busi
ness Practices.

(k) It is the Purchaser's responsibility to follow all applicable PEAK RC/WE
CC/NERC

standards, guidelines, and criteria for scheduling and tagging. Fur
ther, it is Purchaser's

responsibility to follow all District Slice Operating Instructions and Dist
rict Business

Practices.

(1) New real-time schedules and adjustments to existing schedules may 
be made upon request by

the Purchaser but must be communicated and tagged by the Purchaser at lea
st 30 minutes prior

to the start of each hour except when specifically allowed by District Business 
Practices.

(m) Purchaser must provide sufficient reserves to meet the applicable PEA
K RC/WECC/NERC

reliability standards. The Purchaser's Output Percentage of the ma
ximum Capacity of Rocky

Reach and Rock Island will be reduced by the reserve obligation as describe
d in the District

Slice Operating Instructions.

(n) The hourly Canadian Entitlement Allocation Extension Agreement obl
igation shall be

counted toward meeting the Purchaser's Output Percentage of the .minimum
 generation limits

of Rocky Reach and Rock Island.

(o) Scheduling Purchaser's Output with Hourly Schedules
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(1) Scheduling of Purchaser's Output shall be as requested by the Purchaser, or its designa
ted

scheduling agent, and shall be subject to the limitations set forth in this Contract.

Purchaser must schedule its Purchaser's Output by the use of hourly schedules unless a

Dynamic Transfer Agreement is executed with the District as is described in Section 6(p)

and (q)•

(2) The Purchaser, or its designated scheduling agent, shall provide the District each Pre-

Schedule Day, in conformance with prevailing scheduling procedures for scheduling

generating resources in the WECC region, hourly schedules of desired Purchaser's Output

deliveries for the following da,y or days. The schedules will be completed in a time frame

consistent with standard industry practices in the WECC region and this Section 6, Such

schedules shall be based on the rights and limits of Capacity and Output and on the

probable water supply, based on the US Army Corp of Engineers Chief Joseph discharge

estimates and the District's forecasts of side streams, (inflow) of Rocky Reach and Rock

Island. The scheduling limits shall be as described in the District Slice Operating

Instructions and the Dishict Business Practices, as maybe amended by the District from

time to time.

(p) Scheduling Purchaser's Output with Dynamic Signal

(1) Purchaser may schedule all or a portion of Purchaser's Output via a dynamic schedule.

Dynamic schedules require Purchaser to execute a Dynamic Transfer Agreement wi
th the

District. Terms and conditions of the Dynamic Transfer Agreement and tuneline for

implementation shall be at the sole discretion of the District and Purchaser shall

reimburse the District for all costs associated with setup and implementation of the

Dynamic Transfer Agreement. The District may at its sole discretion provide host BA

services for Purchasers wishing to use a dynamic schedule.

(2) Purchaser may schedule all or a portion of its Output by dynamic signal in accordance

with applicable NERC, WECC and PEAK RC reliability criteria and in accordance with

the requirements of this Section 6 and a Dynamic Transfer Agreement.

(q) Delivery of Output via a Pseudo Tie

(1) Purchaser may elect to take Output via a pseudo tie with a host BA. A pseudo tie requires

Purchaser to execute a pseudo tie agreement with the District. Terms and conditions of

the pseudo tie agreement and timeline for implementation shall be at the sole discretion

of the District and Purchaser shall reimburse the District for all costs associated with

setup and implementation of the pseudo tie agreement.

(2} The Purchaser shall preschedule and deliver the Canadian Entitlement Allocation

Extension Agreement obligation from the Purchaser's host Balancing Authority to the

District's Balancing Authority. This Canadian Entitlement Energy schedule maybe

supplied by the Purchaser's Output or, if mutually agreed, an alternate firm source.
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SECTION 7. POINTS OF DELIVERY/TRANSMISSION

(a) Output power supplied hereunder shall be approximately 230 kV, three-pha
se, alternating

current, at approximately 60 hertz.

(b) The Energy to be delivered hereunder shall be made available to the Purchaser, at i
ts option

subject to transmission limitations as determined by the District, exercisable 
from time to

tune, at any one or more of the following Points) of Delivery:

(1) White River —Rocky Reach 230 kV Transmission Line

Location: The points) where the Chelan Transmission System interconnects with Puget's

White River —Rocky Reach 230 kV transmission line in the vicinity of the Rocky Reac
h

Switchyard
Voltage: 230 kV

(2) Maple Valley —Rocky Reach 230/345 kV Transmission Line

Location: The points) where the Chelan Transmission System interconnects with
 BPA's

230/345 kV step-up transformer facilities that in turn feed BPA's Maple Va11ey —Roc
ky

Reach 230/345 kV transmission line in the vicinity of the Rocky Reach Switchyard

Voltage: 230 kV

(3) Chelan Rocky Reach —Columbia #2 230 kV Transmission Line (BPA interconnection)

Location: The points) where the Chelan Transmission System interconnects with BPA at

230 kV line in the vicinity of BPA's Columbia Substation

Voltage: 230 kV

(4) Chelan Rocky Reach —Columbia #2 230 kV Transmission Line (Grant interconnection
)

Location: The points) where the Chelan Transmission System interconnects with Grant

County PUD's Columbia — Wanapum 230 kV line in the vicinity of BPA's Columbia

Substation
Voltage: 230 kV

(5) BPA Rocky Reach —Columbia #1 230 kV Transmission Line

Location: The points) where the Chelan Transmission System interconnects with
 BPA's

Rocky Reach —Columbia 230 kV line in the vicinity of the Rocky Reach Switchyard

Voltage: 230 kV

(6) Rocky Reach —Douglas 230 kV Tie Line

Location: The points) where the Chelan Transmission System interconnects with Douglas

County PUD's 230 kV system in the vicinity of the Rocky Reach Switchyard

Voltage: 230 kV

(7} BPA Valhalla Substation (Rock Island)

Location: The points) where the Chelan Transmission System interconnects with BPA
 at

115kV in the vicinity of the BPA 1151cV Switchyard and McKenzie 115kV Switchyard.
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Voltage: 115 kV

(8) At any other location mutually agreed to by the District and Purchas
er.

(c) Purchaser is responsible for obtaining all necessary transmission capa
city, arranging

scheduling and paying associated costs to transmit all Energy obtained
 from its Purchaser's

Output Percentage from the Points) of Delivery to Purchaser's system
 or any alternate point

of receipt.

(d) The District warrants that it will deliver to Purchaser the Purchaser's
 Percentage of Output

free and clear of all liens, security interests, claims and encumbrances or a
ny interest therein

or thereby to any person arising prior to the Point of Delivery.

SECTION 8. METERING AND TRANSMISSION LOSSES

(a) Metering Installation, The District has installed metering devices at 
each Point of Delivery

to record the energy generated by the applicable Project(s). The District 
may from time to

time install additional or replacement metering devices to measure energy fr
om the

applicable Project(s). All such metering devices, as so designated by t
he District from time

to time ("Meters"), shall be used to measure Energy for all purposes of this con
tract and for

purposes of any other agreement between the Parties related to the deli
very of Energy.

(b) Measurements, Except as may otherwise be provided in a contract between
 the Parties

governing a specific transaction between them, all power flow and reactiv
e power flow

measurements from the Units shall be based on the measurement automati
cally recorded by

the Meters.

(c) Meter Testing, The District shall inspect, test and adjust the Meters a
t least once every two

years. The District shall provide Purchaser with reasonable advance notice of, 
and permit a

representative of Purchaser to witness and verify, such inspections, tests a
nd adjustments.

(d) Recalculations. If any of the District's metering devices are found to be d
efective or

inaccurate by more than +/- 0.2%, it shall be adjusted, repaired, replaced a
nd/or re-calibrated

to bring the metering device to within the specifications provided for herein.
 If any of the

Disti7ct's metering devices are not found to be defective or inaccurate by m
ore than the

variances stated herein, then such Meters shall not be re-calibrated unless 
the District

determines to do so.

(e) Adjustment for Inaccurate Metering. If any Meter fails to register, or if th
e measurement

made by such Meter during a test varies by more than +/- 0.2% from the measur
ement made

by the standard meter used in such test, or if an error in meter reading occurs, adju
stment

shall be made to correct all measurements for the period during which such inac
curate

measurements were made, if such period can be determined. If such peri
od cannot be

determined, the adjustment shall be made for the period immediately p
receding the test of

such Meter which is equal to the lesser of (a) one-half the time from the date of
 the last

preceding test of such Meter, or (b) six months. Such corrected measurem
ents shall be used
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to recompute the amounts of Energy delivered by the District to Purchaser during the 
period

of adjustment. Such adjustment shall not include or give rise to any monetary compe
nsation

or other adjustments to the payments by Purchasers.

SECTION 9. INFORMATION TO BE MADE AVAILABLE TO THE PUR
CHASER

{a) The Purchaser, upon at least thirty (30) days advance written notice to the Distr
ict, shall have

the right at its sole cost and expense to examine operating records relating to the Purchaser'
s

Output Percentage during the District's normal business hours. All reasonable costs incurre
d

by the District associated with such examination of operating records, including, but not

limited to, District labor, materials and reproduction services shall be promptly reimbursed to

the District by the Purchaser.

(b) The Distaict shall exercise commercially reasonable efforts to provide to the Purchaser

estimates and information reasonably necessary for the Purchaser to exercise its rights u
nder

this Contract. Purchaser may fiom time to time request that the District provide Purchaser

with available operating data related to the Project(s), including planned outages, Fish Spill

estimates and other anticipated events or circumstances that might affect Output over the

ensuing 12 months. The Dishict shall use commercially reasonable efforts to comply with

such requests, to the extent such information is in the District's possession; provided,

however, that the District shall not be liable to the Purchaser for any inaccuracies in such

information or the failure of the District to deliver it in a timely manner. The Parties

anticipate that the technology for the transfer of such information and the information

required to operate Purchaser's Output Percentage will change over time. The Parties agr
ee

to hansfer operating information reasonably needed by Purchaser to operate its Purchaser's

Output by means of a technology that is both cost-effective and timely.

SECTION 10. ENVIRONMENTAT., ATTRIBUTES

The Purchaser receives for its own use and benefit the Environmental Attributes associated with

or related to the Purchaser's Output Percentage of Rocky Reach and Rock Island as provided

herein.

The District does not represent or provide any warranty whatsoever regarding the eligibility 
or

use of the Environmental Attributes in any program or market. The District, upon the reasonable

request of the Purchaser, will perform any further acts and execute and deliver such documents

that maybe necessary to carry out the intent and purpose hereof. If the Purchaser requests

reasonable actions that require the District to expend substantial tune or retain outside expertise,

in the District's sole discretion, the Purchaser shall be required to pay those costs in advance
 of

the work being started.

SECTION 11, LIABILITY OF PARTIES/DISCLAIMER OF WARRANTIES

(a) The Purchaser is purchasing Output from or attributable to Rocky Reach and Rock Island as

available and scheduled by the Purchaser. The Purchaser acquires no interest in or
 rights to

any facilities.
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(b) Except as expressly provided for herein, the District shall not be liable to Purchaser for any

damages or losses sustained by Purchaser or its customers or third patties as a result of the

curtailment, reduction or interruption of Output.

(c) The District disclaims any and all warranties beyond the express terms hereof, including any

implied warranties of merchantability or fitness for a particular purpose, and all other

warranties with regard to all Energy and Capacity and other Output made available to

Purchaser pursuant to this Contract are hereby expressly disclaimed.

THE FOREGOING IS IN LIEU OF ALL OTHER WARRANTIES, EXPRESSED OR

IMPLIED, INCLUDING THE IMPLIED WARRANTIES OF MERCAANTA.BILITY

AND FITNESS FOR A PARTICULAR PURPOSE, IN FACT OR BY LAW WITH

RESPECT TO THE OUTPUT PROVIDED HEREUNDER. DISTRICT HEREBY

DISCLAIMS ANY AND ALL OTHER WARRANTIES WHATSOEVER.

(d) The Panties confirm that the express remedies and the express limitations as to remedies and

damages provided in this Contract satisfy the essential purposes hereof. For breach of any

provision hereof for which an express remedy or measure of damages is provided, such

express remedy or measure of damages shall be the sole and exclusive remedy, the obligor's

liability shall be limited as set forth in such provision and all other remedies or damages at

law or in equity are waived.

(e) Neither Party nor any Affiliate thereof may make application to FERC, or any other

Government Authority having jurisdiction over this Contract, seeking any change in this

Contact pursuant to the provisions of Sections 205 or 206 of the Federal Power Act or under

any other statute, regulation or other provision promulgated by a Government Authority, nor

support any such application by a third party. Absent the agreement of the Parties to any

proposed change, the standard of review for changes to any section of this Agreement (to the

extent that the waiver above is unenforceable or ineffective), whether proposed by a Party, a

nonparty or FERC acting sua sponte shall be the "public interest" standard of review set forth

in United Gas Pipe Line Co. v. Mobile Gas Service Corp., 350 U.S. 332 (1956) and Federal

Power Commission v. Sierra Pacifzc Power Co., 350 U.S. 348 (1956). The Parties, for

themselves and their successors and assigns, (i) agree that this "public interest" standard shall

apply to any proposed changes in any other documents, instruments or other agreements

executed or entered into by the Parties in connection with this Contract and (u) hereby

expressly and irrevocably waive any rights they can or may have to the application of any

other standard of review, including the "just and reasonable" standard.

(fl The protections afforded and the provisions of this section shall survive the termination,
expiration or cancellation of this Contract, and shall apply to the fullest extent permitted by

law.

NEITHER PARTY SIIALL BE LIABLE FOR CONSEQUENTIAL, INCIDENTAL,

PUNITIVE, EXEMPLARY OR INDIRECT DAMAGES, LOST PROFITS OR OTHER

BUSINESS INTERRUPTION DAMAGES, BY STATUTE, IN TORT OR CONTRACT,
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CONNECTED WITH OR ARISING OR RESULTING FROM THE PERFORMANCE OR

NON-PERFORMANCE OF THIS CONTRACT OR ANYTHING DONE IN

CONNECTION THEREWITH. IT IS THE INTENT OF THE PARTIES THAT THE

LIMITATIONS OF DAMAGES CONTAINED IN THIS CONTRACT AND THE

MEASURE OF DAMAGES DESCRIBED HEREIN ARE MATERIAL TERMS OF THIS

CONTRACT.

SECTION 12. NOTICES AND COMPUTATION OF TIME

(a) Any notice, demand or request provided for in this Contract shall be, unless otherwise

specified herein, in writing and may be delivered by hand delivery, United States mail,

overnight courier or facsimile. Notice by courier, facsimile or hand delivery shall be

effective at the close of business on the day actually received, if received during business

hours on a regular Business Day, and otherwise shall be effective on the close of business on

the next regular Business Day. All notices by United States mail shall be sent certified,

return receipt requested and shall be effective three (3) Business Days after mailing as

determined by subsection (b) hereof.

All notices, demands or requests made by mail shall be mailed postage prepaid and

addressed to:

To District: Public Utility District No. 1 of Chelan County

Attn: General Manager
P.O. Box 1231
327 N. Wenatchee Avenue
Wenatchee, Washington 98807
Fax: 509-661-8115

Public Utility District No. 1 of Chelan County

Attn: General Counsel
P. O. Box 1231
327 N. Wenatchee Avenue
Wenatchee, WA 98807
Fax: 509-661-8115

To Purchaser: Avista Corporation
Attn: Vice President Energy Resources

1411 E Mission
P.O. Box 3727
Spokane, WA 99220-3727

(b) In computing any period of time from a mailed notice, such period shall commence at HE

2400 (midnight) PPT on the date mailed.
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(c) The designations of the name and address to which any such notice or demand is directe
d may

be changed at any time by either Party giving written notice as provided above.

SECTION 13. DISTRICT'S LICENSES

It is recognized by the Parties that the District, in its operation of the Rocky Reach Project a
nd

Rock Island Project, must comply with the requirements the FERC License together with

amendments thereof from time to time made, and the Purchaser acl~owledges that complian
ce

with such requirements in a manner determined necessary and appropriate by the District may

adversely affect the Output of the Proj ect(s). If such actions will affect the Output of the

Project(s), the Dishict will provide written notice to the Purchaser as soon as is practicable under

the circumstances.

SECTION 14. ASSIGNMENT OF CONTRACT

Neither the Purchaser nor the District shall by contract, operation of law or otherwise, assig
n this

Contract or any right or interest in this Contract without the prior written consent of the
 other

Party; provided, however, that the District may without the consent of the Purchaser (and w
ithout

relieving itself from any obligations hereunder) pledge or encumber this Contract or the

accounts, revenues or proceeds hereof in connection with any financings or other financial

arrangements.

SECTION 15. DEFAULT; REMEDIES ON DEFAULT

(a)An "Event of Default" shall mean with respect to a Party ("Defaulting Party"):

(1) the failure by the Defaulting Party to make, when due, any payment required pursuant 
to

this Contract if such failure is not cured within two (2) Business Days after written noti
ce

of such failure is given to the Defaulting Party by the other Party ("the Non-Defaulting

Party"); or

(2) the District's willful or intentional failure to deliver Output to the Purchaser as provid
ed

in this Contract and such failure is not cured within three (3) Business Days after written

notice thereof from the Purchaser to the District; or

(3) the failure of the Purchaser to perform its obligations to take the Energy under 
Section 3

of this Contract and such failure is not cured within three (3) Business Days after writ
ten

notice thereof to the Purchaser;

(4) the failure of the Purchaser to perform its obligations under Section 6 of this Conha
ct or

failure to comply with a Dynamic Transfer Agreement without regard to whether the

Purchaser has paid penalties for such violations as provided in this Contract or a Dy
namic

Transfer Agreement.
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(5) the failure by the Defaulting Party to have made accurate represent
ations and wat~ranties

as required in Section 23 of this Contract and such failure is not cured
 within three (3)

Business Days after written notice thereof to the Defaulting Party; 
or

(6) the institution, with respect to the Defaulting Party, by the Default
ing Party or by another

person or entity of a bankruptcy, reorganization, moratorium, liquidati
on, receivership or

similar insolvency proceeding or other relief under any bankruptcy or 
insolvency law

affecting creditor's rights or a petition is presented or instituted for its win
ding-up or

liquidation; or

(7) the occui7ence of any default, Event of Default, or Letter of Credit Defau
lt (however

defined) under any Collateral Annex; or

(8) the occurrence of an event of default, however defined, in respect to a
ny Slice Contracts

between the Parties.

(9) With respect to Purchaser's Guarantor, if any, an Event of Default shall 
mean:

(i) if a material representation or warranty made by a Guarantor in connecti
on with

this Contract, or any transaction entered into hereunder, is false or mislea
ding in

any material respect when made or when deemed made or repeated; or

(u} the failure of a Guarantor to make any payment required or to perfo
rm any other

material covenant or obligation in any guarantee made in connectio
n with this

Contract, including any transaction entered into hereunder, and such failu
re shall

not be remedied within three (3) Business Days after written notice;
 or

(iii) the institution, with respect to the Guarantor, by the Cruarantor or by anot
her

person or entity of a bankruptcy, reorganization, moratorium, liquidation,

receivership or similar insolvency proceeding or other relief under any
 banlauptcy

or insolvency law affecting creditor's rights or a petition is presente
d or instituted

for its winding-up or liquidation; or

(iv) the failure, without written consent of the other Party, of a Guarantor's guara
ntee

to be in full force and effect for purposes of this Contract (other than 
in

accordance with its terms) prior to the satisfaction of all obligations of such 
Party

under each transaction to which such guarantee shall relate; or

(iv) a Guarantor shall repudiate, disaffirm, disclaim, or reject, in whole or i
n part, or

challenge the validiTy of, any guarantee.

(10) With respect to Purchaser's LC Issuer, a Letter of Credit Default as 
defined in the

Collateral Annex will necessitate a Replacement Letter of Credit be provi
ded in

accordance with Section 6 of the Collateral Annex.

(b) District's Remedies. The District may, upon default of the Purchaser, i
mmediately suspend
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deliveries of Output to Purchaser and sell such Output to third parties and permanently retai
n

fitnds received from such sales for the suspension period until the default is cured, or becomes

an Event of Default. If the price received for the Output is less than the Contract Price as

defined in Appendix A to the Collateral Annex, the Purchaser shall pay the District the

difference. If an Event of Default by the Purchaser occurs, the District may elect to: (i)

terminate all transactions between the Parties, including this Contract and other Slice

Contracts, and calculate a Slice Termination Payment as set forth in Section 16 below and any

termixiation payment and other payments due upon termination as described in this Contract

and other terminated agreements or transactions; or (ii) seek specific performance or maintain

successive proceedings for payment of amounts due. If the District chooses to terminate this

Contract, the District must terminate all transactions between the Parties and payments due and

owing or accrued shall be netted and set off. If the District terminates this Contract and (a)

uses the Quotation Methodology in Section 16(b) to calculate the Slice Termination Payment,

the District shall calculate and include in the net termination payment any gain or loss incurred

for the period between the Event of Default and the first delivery date stated in the

Replacement Slice Contract; or (b} uses the Alternative Deter~unation Methodology in Secr
ion

16(c) to calculate the Slice Termination Payment, the District shall calculate and include any

gain or loss incurred for the pei7od between the Event of Default and the calculation date in the

net termination payment. In either event (as described in (a) and (b) above, the gains or losses,

will be calculated by comparing the Delivery Period Contract Price as defined in the Collateral

Annex, to the Intercontinental Exchange (ICE) Day Ahead Mid-C Peak and Off-Peak Index

price for the respective hours. If the ICE Day Ahead Mid-C Peak and Off-Peak Index is no

longer published or utilized by the industry, the District will select another industry recognized

index and notify Purchaser of the index to be used for this calculation. Payment of these

amounts by Purchaser shall be subject to the provisions of subsections 5(c) and (g) and 16(h)
.

(c) Purchaser's Remedies. If an Event of Default by the District occurs, the Purchaser may elect

to: (i) terminate all transactions between the Parties, including this Contract and other Slice

Contracts and calculate a Slice Ternunation Payment as set forth in Section 16 below and any

termination payment or other payments due upon ternunation as described in this Contract and

other terminated agreements or transactions; or (ii) seek specific performance or maintain

successive proceedings for enforcement of the District's obligations. If the Purchaser chooses

to terminate this Contract, Purchaser must terminate all transactions between the Parties and

the payments due and owing or accrued shall be netted and set off. The Purchaser, as

calculation agent, shall use the Alternative Deternunation Methodology in Section 16(c) to

calculate the Slice Ternunation Payment and calculate and include any gain or loss incurred 
for

the period between the Event of Default and the calculation date in the net termination

payment. The gains or losses will be calculated by comparing the Delivery Period Contract

Price as defined in the Collateral Annex, to the Intercontinental Exchange (ICE) Day Ahead

Mid-C Peak and Off-Peak Index price for the respective hours. If the ICE Day Ahead Mid-C

Peak and Off-Peak Index is no longer published or utilized by the industry, the Purchaser will

select another industry recognized index and notify the District of the index to be used for this

calculation. If the Purchaser chooses to continue the Contract and obtains an order requiring

the District to perform or the District agrees to continue the Contract, the Purchaser shall be

entitled to receive from the District a payment reflecting the market price of the Purchaser's

Percentage of Output for the period of time that deliveries did not occur. T'he market price of
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that Output shall be calculated at a rate equal to the Intercontinental
 Exchange (ICE) Day

Ahead Mid-C Peak and Off-Peak Index price for the respective hours. 
If the ICE Day Ahead

Mid-C Peak and Off-Pea1c Index is no longer published or utilized b
y the industry, the

Purchaser will select another industry recognized index and notify the Dist
rict of the index to

be used for this calculation. Payment by the District shall be subjec
t to the provisions of

subsections 5(c) and (g) and 16(h).

(d) Failure of either Party to insist at any time on the strict observance or performance by the othe
r

Party 

of any of the provisions of this Contract shall not impair any right or reme
dy nor be

construed as a waiver or relinquishment thereof in the future.

SECTION 16. TERMINATION PAYMENT

A Slice Termination Payment as referenced in this Contract shall be calcul
ated in accordance

with the protocol set forth in this section. For purposes of this Contract, the
 "Slice Termination

Payment" shall mean the sum of (i) the amount calculated pursuant to clau
ses (b) or (c) below,

as the case may be, plus (ii) all amounts then due and owing by the Defau
lting Party under this

Contract as of the date of termination, whether or not billed or demanded as
 of that date, plus (iii)

the Non-Defaulting Party's Costs. "Costs" for purposes of this Contract mean
s all reasonable

fees, costs and expenses incurred by allon-Defaulting Party as a direct resu
lt of the other Party's

non-performance or breach of its obligations hereunder, including, witho
ut limitation,

administrative and overhead costs, brokerage fees, commissions and o
ther third party transaction

costs and expenses, other fees, charges, costs and expenses including cou
rt costs and reasonable

fees of attorneys (external and internal), consultants and other profession
als, incurred in

connection with calculating the Slice Termination Payment, obtaining 
quotations, and in

enforcing the Non-Defaulting Party's rights hereunder. "Costs" shall not 
include indirect

incidental, consequential or punitive damages axising from the Defaul
ting Party's breach.

(a) Calculation Agent. The calculation of the Slice Termination Paymen
t will be performed by

the District; provided, however, that in the event there is an Event of D
efault by the District,

then Purchaser shall be the Calculation Agent. Purchaser shall use the Alte
rnative

Determination Methodology described in Subsection (c) below in det
ermining the Slice

Termination Payment. The determination of the Slice Termination Paym
ent pursuant to the

criteria set forth below shall be binding on the Parties and conclusi
ve, absent manifest error,

(b) Quotation Methodology. As soon as reasonably practical after termi
nation, the District shall

determine whether to calculate the Slice Termination Payment by obt
aining quotations

(either firm or indicative) for a Replacement Slice Contact or to use the Al
ternative

Determination Methodology. If the District determines obtaining quo
tations is appropriate,

then the District will endeavor to obtain quotations from three or more third 
parties selected

by the District who, in the District's reasonable discretion, are creditwor
thy, are qualified to

enter into a Replacement Slice Contract and are parties to a WSPP Agreeme
nt (each a

"Qualifted Bidder"). Bids or quotations for less than the full rema
ining term or containing

material conditions or deviations from this contract shall not be consider
ed. If more than

three quotations are received, the high and low quotation shall be disreg
arded and the Slice

Termination Payment shall be calculated using the average of the remain
ing quotations, as

compared to the total Purchase Price for all remaining Delivery Periods.
 If three or fewer
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quotations are received, the Slice Termination Payment shall be calculated using the average

of the quotations received. It is expressly agreed that the District shall not be required to

enter into a Replacement Slice Contract or any replacement transactions in order to

determine the value of Purchaser's Output for the purposes of calculating the Slice

Termination Payment under this section.

"Replacement Slice Contract" means a slice contract containing substantially the same terms

and conditions as this contract, for the same Purchaser's Output Percentage, and for a

contemplated term commencing with the first delivery of Output as determined by the District

in its sole discretion pursuant to the Replacement Slice Contract and continuing for the

remaining nominal term hereof.

(c) Alternative Determination Methodolo~v. If the District does not elect to obtain or does not

receive any bids or indicative quotations pursuant to the procedures set forth in clause (b)

above, the Slice Termination Payment shall be determined by the District or the Purchaser, if

Purchaser is the Calculation Agent pursuant to subsection (a) above, using commercially

reasonable procedures in order to produce a commercially reasonable result utilizing the base

methodology outlined in Appendix A to the Collateral Annex.

(d) Present Value. The Slice Termination Payment calculated pursuant to clause (b) or (c) above

shall be discounted to present value using the Present Value Rate as of the time of

termination. The "Present Value Rate" shall mean the sum of 0.50% plus the yield reported

on page "UISD" of the Bloomberg Financial Mazkets Services Screen (or if not available,

any other nationally recognized trading screen repotting on-line intraday trading in United

States government securities at 8:00 a.m. (Pacific Prevailing Time) for the United States

government securities having a maturity that matches the average remaining term of this

Contract.

(e) Payment of Termination Amount, The Calculation Agent shall provide the other Party with

written notification of the Slice Termination Payment, as calculated pursuant to this Section

16 as soon as practical after such amounts have been determined and shall provide the other

Party with supporting documentation showing in reasonable detail the bids, quotations and

other factors used in making such calculations. The amount owed after netting and setoff

pursuant to Subsection (g) below shall be due within three (3) Business Days of delivery of

such notice and payment shall bear interest at the Present Value Rate from the effective date

of the notice of termination until the amount is paid in full. Payment shall be made in

conformance with subsections 5(c) and (g) of this Contract.

(fl Additional Payment to District if Purchaser Defaults. If in the Event of Default by

Purchaser, the District terminates the Contract and obtains quotations or requests bids for a

Replacement Slice Contract, the Purchaser shall pay to the Dishict the agreed upon sum of

$100,000 to cover the expenses of the District. The Parties specifically agree that the District

shall not be required to track the specific costs associated with the tasks that are taken in

order to obtain those quotations of bids and that the amount agreed upon is a reasonable

estimate of the costs to be incurred by the District.
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(g) Setoff and Netting. The Calculation Agent shall aggregate or set off any or all other
 amounts

owing between the Parties under all other Slice Contacts, any Dynamic Transfer Agr
eement

and this Contract so that all such amounts are aggregated and/or netted into a sing
le

liquidated termination payment.

(h) Election to Pay Over Time. If the District is the Defaulting Party and the Purchaser owes

monies after set offs and netting of all Agreements (as defined in the Collateral Annex), 
then

notwithstanding the three (3) Business Day payment requirement detailed above,
 the

Purchaser may elect to pay the District the monies owed under this Section 16 over a
 period

of time up to three (3) years with the first payment being due on the Slice Termination

Payment due date as provided in Section (16)(e). Payments shall be made in equa
l monthly

installments. The Purchaser shall give written notice to the District of this electio
n within

two (2) Business Days of the notice provided in Section 16(e). The written notice will

include a payment schedule. If the Purchaser is the Defaulting Party and the Purchaser owes

the District monies after set offs and netting, payment by Purchaser shall be due within 
the

three (3) Business Day payment requirement.

If the District is the Non-Defaulting Party and it owes the Purchaser monies after set off
s and

netting of all Agreements (as defined in the Collateral Annex), then notwithstanding t
he tluee

(3) Business Day payment requirement detailed above, the District may elect to 
make

payments to the Purchaser the monies owed under this Section 16 after set offs an
d netting of

all Agreements over a period of time up to three (3) years with the first payment being du
e on

the Slice Termination Payment due date as provided in Section (16)(e). Payments 
shall be

made in equal monthly installments. The District shall give written notice to the Purc
haser of

this election with two (2) Business Days of the notice provided in Section 16(e). The
 written

notice will include a payment schedule. If the District is the Defaulting Party and the
 District

owes the Purchaser monies after set offs and netting, payment by District shall be
 due within

the three (3) Business Day payment requirement.

If the Party elects to make payments over time, the Present Value Rate referenced in Sec
tion

16(d) in this or another Slice Contract shall not be reflected in determining the amoun
ts to be

paid.

This provision and the rights and obligations under it shall swvive termination of any

applicable n~ansactions or agreements.

If the Party owing money ("Owing Party") to the other Party ("Receiving Party") fails t
o

make a payment under this subsection 16(h), then the Receiving Party shall have the rig
ht, by

providing written notice to the Owing Party at any time after the Owing Party fails to
 pay, to

require payment of all monies owed under all of the contracts subject to this S
ection within

three (3) Business Days of receipt of the written notice. The monies to be paid under t
his

accelerated payment provision shall be the remaining amounts to be paid unde
r the contracts

or agreements reflecting a discount using the Present Value Rate from the date of
 the written

notice,
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SECTION 17. COLLATERAL REQUIREMENTS

The obligations and rights of the Parties under this Contact to call for and post co
llateral are set

forth in the Collateral Annex and Cover Sheet Elections executed by the Paz-ties.

SECTION 18. GOVERNING LAW, VENUE AND ATTORNEY FEES

The Parties agree that the laws of the State of Washington shall govern this Contract. Venue o
f any

action filed to enforce or interpret the provisions of this Contract shall be exclusively 
in the United

States District Court for the Eastern District of Washington or the Superior Court of th
e State of

Washington for Chelan Couzity and the Parties irrevocably submit to the exclus
ive jurisdiction of

any such court. In the event of litigation to enforce the provisions of this Contract, the
 prevailing

Party shall be entitled to reasonable attorney's fees in addition to any other relief a
llowed, Each

party waives its respective right to any jury hial with respect to any litigation aris
ing under or in

connection with this Contract.

SECTION 19. COMPLIANCE WITH LAW

(a) The Parties understand and acknowledge that operation of the Projects) must conform t
o and

comply with all applicable laws, rules, regulations, license conditions or restrictions

promulgated by the FERC, the State of Washington or any other governmental
 agency or

entity having jurisdiction over the Project(s). The Purchaser shall take whatever actions are

reasonably necessary to cooperate fully with the District in meeting such requirements.

Obligations of the District contained in this Contract are hereby expressly made subord
inate

and subject to such compliance.

(b) RCW 54.16.040 contains provisions relating to the District's sale of electric ene
rgy. The

Parties understand and acknowledge that the District must comply with RCW 54,16,040
 to

the extent applicable to this Contract and the District's obligations and performance of this

Contract are hereby expressly made subordinate and subject to such compliance.

SECTION 20. HEADINGS

The headings of sections and paragraphs of this Contract are for convenience of reference 
only and

are not intended to restrict, affect or be of any weight in the interpretation or construction
 of the

provisions of such sections and paragraphs,

SECTION 21. ENTIRE AGREEMENT; MODIFICATION; CONFLICT IN PREC
EDENCE

This Contract constitutes the entire agreement between the Parties with respect to the subject
 matter

of this Contract, and supersedes all previous communications between the Parties, either verbal o
r

vv~itten, with respect to such subject matter. No modifications of this Contract shall be binding 
upon

the Parties unless such modifications are in vv~iting signed by each Party.
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SECTION 22. NO PARTNERSHIP OR THIRD PARTY RIGHTS

(a) This Contract shall not be interpreted or construed to create an association, join
t venture or

partnership between the Parties, or to impose any partnership obligations or liability upon
 any

Party.

(b) This Contract shall not be construed to create rights in or grant remedies to an
y third party as

a beneficiary of this Contract.

(c) This Contract is for the sale of Output only, Nothing in this Contract is intende
d to grant

Purchaser any rights or interest in any specific District project, facility or resource.

SECTION 23. REPRESENTATIONS AND WARRANTIES

At the time of the Effective Date of this Contract, each Party represents and wa
rrants to the other

Party that:

(a) It is duly organized, validly existing and in good standing under the laws of t
he jurisdiction

of its formation.

(b) It has full legal right, power and authority to execute, deliver and perform its obligat
ions

under this Contract; it has taken all appropriate and necessary action to authorize the

execution, delivery and performance of this Contract including, without limita
tion, the

approval by its Board of Commissioners or Board of Directors, as the case may
 be; and this

Contract has been duly and validly executed and delivered by it; and this Contr
act does not

violate any of the terms or conditions in its governing documents or any contract t
o which it

is a party or any law, rule, regulation, order, writ, judgment, decree or other l
egal or

regulatory determination applicable to it.

(c) This Contract constitutes a legally valid and binding obligation enforceable a
gainst it in

accordance with its terms, subject to equitable defenses and applicable bankrup
tcy,

insolvency and similar laws affecting creditors' rights generally.

(d) There are no bankruptcy, insolvency, reorganization, receivership or other arrangem
ents or

proceedings pending or being contemplated by it, or to its knowledge threaten
ed against it.

(e) Each Party is acting for its own account, and has made its own independent deci
sion to enter

this Contract and this Contract is appropriate or proper for it based upon its own j
udgment.

Neither Party is relying upon the advice or recommendations of the other Party in
 so doing,

and each Party is capable of assessing the merits of and understanding, and understan
ds and

accepts, the terms, conditions and risks of the Contract.

(fl Each Party has entered into this Contract in connection with the conduct of its business and it
has the capacity or ability to make or take delivery of the Output refereed to in thi

s Contract.
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(g) Each Party acknowledges and agrees that this Contract is a "forward contract" and that each

Party is a "forward contract merchant" in each case as those terms are used in the United

States Banlu~uptcy Code.

(h) Notwithstanding anything contained to the contrary in the laws of the State of Washington,

the District irrevocably agrees that it will not claim immunity on the grounds of sovereignty

in any proceeding. The District represents that it is subject to the filing of claims, service of

process and suit for damages pursuant to and in accordance with the laws of the State of

Washington.

(i) The District represents that it is a "utility special entity" as defined under the Commodity

Futures Trading Commission's Regulation 1.3(ggg)(4)(i)(B)(2) as published September 26,

2014.

SECTION 24. SEVERABILITY

If any term or provision of this Contract or the application thereof to any Party, or circumstance

shall, to any extent, be invalid or unenforceable, the remainder of this Contract, or the

application of such term or provision to the Parties or circumstances other than those as to which

it is invalid or unenforceable, shall not be affected thereby, and each term and provision of this

Contract shall be valid and enforceable to the fullest extent permitted by law. If any clause or

provision of this Contract shall be deemed invalid or unenforceable, the Parties will promptly

engage in good faith negotiations to modify such clause or provision to each Party's

commercially reasonable satisfaction to alleviate the grounds for invalidity or enforceability and

to preserve the respective rights and obligations of the Parties intended to be conferred by this

Contract to the greatest extent reasonably practicable.
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SECTION 25. AUTIiORITY TO SIGN

Each of the individuals executing this Agreement warrant that they are 
the authorized signatory

of the entity for which they are signing and have sufficient corporate auth
ority to execute this

Agreement.

PUBLIC UTILITY DISTRICT NO. 1

OF CHELAN COUNTY, WASHINGTON

By: ~` ~ e~

Title. General gager
Date: [ o~ 2~l~

AVISTA CORPORATION

Title: n - . ~ son

Date: ~, f, J, ~ 01' ~ n~'8Y esources
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APPENDIX A

OUTPUT, SCHEDULING, PLANNING AND TRANSMISSION

This Appendix A shall govern the determination of the Output to be made available to Purchaser

under this Contract.

Definitions

In addition to the terms elsewhere defined in this Contract, the following terms used in this

Appendix A shall have the meanings ascribed to them below.

Biological Opinion -means any opinion issued by a Government Authority authorized to do so

under the Endangered Species Act (ESA) that reviews and assesses whether the operating plan

submitted by BPA, the U.S. Army Corps of Engineers and the Bureau of Reclamation will

jeopardize the survival of any creature or creatures that have been determined to be threatened or

endangered pursuant to the ESA.

Black Start Capability —The ability of generators to self-start without any source of off-site

electric power and maintain adequate voltage and frequency while energizing isolated

transmission facilities and auxiliary loads of other generators.

Bonneville Power Administration (BPA) -The Federal power marketing agency responsible

for the selling of the output of all Columbia River Federal project generation, and ownership,

operation and maintenance of a major share of the northwest high-voltage transmission system.

Canadian Entitlement —The amount of energy and capacity that the Rocky Reach and Rock

Island is obligated to return to BPA in its capacity as the US Entity for the account of the

Canadian government to fulfill obligations under the US-Canadian Columbia River Treaty of

1964.

Fish Spill —The required spill of water for the passage of fish past the Projects as required by

FERC order, the District's HCP, spill for studies, or other Regulatory Authorities.

Habitat Conservation Plans (HCP) -The plans approved as part of the Projects licenses to

protect anadromous fish passing upstream and downstream at the Projects.

Hanford Reach Fall Chinook Protection Program (Vernita Bar) -The agreement which

defines the Mid-Columbia projects' (Grand Coulee, Chief Joseph, Wells, Rocky Reach, Rock

Island, Wanapum, and Priest Rapids) operational obligations for the fresh water life cycle

protection of the Hanford Reach Fall Chinook which has been signed by the District, National

Oceanic and Atmospheric Administration's Department of Fisheries (NOAA Fisheries),

Washington Department of Fish and Wildlife, PUD No. 2 of Grant County, and PUD No. 1 of

Douglas County.

Immediate Spill Replacement —The energy received from the Federal government for the

purpose of moving spill fiom the Federal system to reduce total dissolved gas levels downstream
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from Federal reservoirs.

Load Following/Regulation -The ability to adjust generation within an hour (or pursuant to

dynamic scheduling) to follow variations in load. Load Following/Regulation is limited and

constrained by the number of Units available, any limitations on the Units, Ramp Rate, and any

other power or non-power restrictions.

Mid-Columbia Hourly Coordination (MCHC) -The 1997 Agreement For The Hourly

Coordination Of Projects On The Mid-Columbia River (or its successor agreement) is an

agreement among the principal parties that own or have rights to generation relating to the seven

mid-Colwnbia hydro projects (Grand Coulee, Chief Joseph, Wells, Rocky Reach, Rock Island,

Wampum, and Priest Rapids). This Contract coordinates the hydraulic operation (generarion,

flows, and storage) among these projects.

Non-Spinning Operating Reserves —Those reserves that may be available at any time from all

Units of Rocky Reach and Rock Island not then connected to the system but capable of being

connected and serving demand within a specified time.

Operational Constraints -Constraints on the operation of the Units or a Project that are needed

to meet any requirement due to the HCP, regulations, Laws, court orders, authority, safety,

Operating Agreements or to minimize equipment wear, maintain equipment, or repair/replace

equipment, or that are due to any other event or circumstance described in this Appendix A or in

the Contract.

Pacific Northwest Coordination Agreement (PNCA) —Shall mean the agreement among

Northwest parties for the coordinated operation of the Columbia River system on a seasonal and

monthly basis. The PNCA defines the firm energy output of Rocky Reach and Rock Island as

well as other rights and obligations, including provisional energy, interchange energy, in-lieu

energy, and others defined in the contract. The PNCA does not a11ow resources above the head

works of Bonneville Dam to be removed fiom coordination, and currently all Capacity and

Energy of Rocky Reach and Rock Island are included in PNCA planning. PNCA serves as a

settlement of the Federal Power Act Section 10(~ obligation to reimburse upstream Federal

projects for energy gains as a result of the storage provided, as well as a FERC approved

settlement among all Non-Federal parties for upstream benefit payments.

Pond/Storage —The volume of water, expressed in MWh, that can be stored behind a Project

between its minimum and maximum headwater elevations.

Ramp Rate —means the rate of change in the level of generation for a specified period within all

applicable Operational Constraints. The maximum Ramp Rate is a variable quantity based upon

these limitations.

Remedial Action Schemes (R.AS) -Any action implemented by the District utilizing the Rocky

Reach Project and Rock Island Project, as applicable, to maintain the transfer capabilities and

stability of the Western Interconnection.
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Rocky Reach and Rock Island Output includes adjustments for the following:

1. Canadian Entitlement
2. MCHC
3. PNCA
4. HCP
5. Biological Opinion
6. Hanford Reach Fall Chinook Protection Program
7. Immediate Spill Replacement

Spinning Operating Reserves —The difference at any time between total available Capacity of

all Units of Rocky Reach and Rock Island then on-line and the sum of the then current

generation level of those on-line Units.

Spill —Water that passes over a spillway without going through turbines to produce energy.

Spill Past Unloaded Units -Spill that occurs while Units are not all fully loaded.

Unit -Each generating unit or collectively, the generating units at the Project, The Units

currently consist of the eleven generating Units at Rocky Reach and eighteen generating Units at

Rock Island plus the house unit. Unit may also include any other generating Units installed in

the Rocky Reach and Rock Island Projects (for example attraction water turbines).

Voltage Support / MegaVars (MVARS) —Shall mean reactive power supplied or absorbed by

Rocky Reach and Rock Island as required to maintain voltage at adjacent switchyards. Under

certain operating conditions, the MVARS output from the Units may cause a reduction in the

Capacity of Rocky Reach and Rock Island.

OUTPUT

Section 1. Rocicv Reach and Rock Island Output

(A) Capacity and Energy Component. Output (and Purchaser's Output Percentage

as defined in Article 3 of this Contract) includes the amount of deliverable electric Capacity and

Energy from Rocky Reach and Rock Island net of the following adjustments with respect

thereto:

(i) adjustments for receipt and delivery of all upstream and downstream

encroachments, adjustment for station service and losses to the Points) of

Delivery;

(ii) adjustments for Energy delivery or consumption obligations that are a

Project responsibility under applicable Laws or agreements (including, but

not limited to, fish hatcheries);

(iii) adjustments for Capacity and Energy receipt obligations with the Federal

system associated with Immediate Spill Replacement;
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(iv) Capacity and Energy delivery obligations under the Canadian Entitlement

Allocation Extension Agreement signed by the District and the Bonneville

Power Administration, acting as the U.S. Entity under the U.S. Canada

Treaty of 1964;

(v) Purchaser adjustments for Energy delivery rights that are a Project right

under applicable laws or agreements (including, but not limited to,

PNCA); and

(vi) adjustments due to limitations imposed by and rights under the FERC

licenses, MCHC, HCP, Biological Opinion, Hanford Reach Fall Chinook

Protection Program and Immediate Spill Replacement.

(B) Pond/Storage. Output includes access to and the ability to use 100% of the

Purchaser's Output Percentage of Pond/St.~rage of Rocky Reach and Rock Islan
d, as applicable.

(C) Load Following and Regulation. Output includes Load Following/Regulation

services only if Purchaser provides scheduling information via a dynamic electronic
 signal per

Section 6(c) of the Contract.

(D) Rocky Reach and Rock Island Rights and Obligations. Output includes the

rights and obligations from Canadian Entitlement, MCHC, PNCA, HCP, Biological
 Opinion,

Hanford Reach Fall Chinook Protection Program and Immediate Spill Replacem
ent.

(E) Output Limitations. Output is subject to limitation or adjustments due to:

(i) planned or unplanned outages for maintenance or repair;

(ii) any reductions due to fishery programs, including but not limited to, spill

for fish bypass and capability reductions for a bypass system;

(iii) any reductions or limitations due to the Hanford Reach Fa11 Chinook

Protection Program and the Biological Opinion or any other limitations

imposed by Government Authorities;

(iv) any reductions or limitations due to the HCP;

(v) reductions or interruptions reasonably necessary to promote and support

national, regional and local electric system stability and reliability

(including, but not limited to, MVAR support of the transmission system);

(vi) minimum generation limitations due to minimum flow requirements;

(vii) other operational limitations lawfully imposed;

(viii) Uncontrollable Forces;

(ix) Reserve obligations associated with the generation in the District's
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Balancing Authority. Sufficient reserves must be provided to meet the

applicable PEAK RC/WECC/NERC reliability standards, District

Business Practices and District Slice Operating Instructions; and

(x) Any other Operational Constraints.

(F) Excluded Products and Services. Output does not include the following:

(i) Black Start Capability;

(ii) RAS;

(iii) Voltage Support/MegaVars (MVARS);

(iv) All other items not specifically included in Clauses (A) through (E) of this

Section 1, except as otherwise described in Clause (G) below. It is

Purchaser's responsibility to provide any additional ancillary services

required to comply with safety and reliability standards in connection with

Purchaser's receipt and use of Output; and

(v) Any Environmental Attributes, except as provided in Section 10 of this

Contract.

(G) Spinning Operating Reserves and Non-Spinning Operating Reserves. The

Purchaser's ability to utilize Output for purposes of Spinning Operating Reserves and Non-

Spinning Operating Reserves shall be limited to and as provided in MCHC and its related

operating protocols. The District reserves the right to refuse to place unloaded Units on-line for

the sole purpose of meeting Ptuchaser's Spinning Operating Reserve obligations. This provision

and Purchaser's ability to utilize Output for proposes of Spinning Operating Reserves and Non-

Spinning Operating Reserves only applies if Purchaser has apseudo-tie agreement to

dynamically transfer the Output into another BA. The attaining BA of the pseudo-tie dynamic

transfer could then utilize Spinning Operating Reserves and Non-spinning Operating Reserves

and would also have the associated WECC/NERC compliance responsibility.

(H) Lnplementation. The reduction of Rocky Reach and/or Rock Island Capacity

deliveries to Purchaser will be imposed pro-rata such that reductions of Capacity for Purchaser at

any time will equal Purchaser's Output Percentage of the total reductions of Capacity at such

time. Energy reductions of Rocky Reach and/or Rock Island shall be allocated according to

procedures in the MCHC. The Purchaser sha11 have the ability to utilize its full Purchaser's

Output Percentage at any point in time, subject to the availability of Units, the amount of water

available, FERC limitations, maximum Ramp Rates, and any other Operational Constraints.

MEASUREMENT OF ENERGY

Section 2. Measurement of Energy Made Available. The amount of electric

Energy made available hereunder from time to time shall be deemed to be the amount of Energy

delivered in accordance with this Appendix, as measured in accordance with Section 8 of the
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Contract, that was not interrupted or curtailed due to conditions set forth herein or in the

Contract.

MANAGEMENT

Section 3. Management of Rockv Reach and Rock Island. Purchaser shall have

access to and the ability to use its Purchaser's Output Percentage, inflow, and 100% o
f the

Purchaser's Output Percentage of Pond/Storage components of Output as it sees fit, subject t
o all

limitations set forth in this Contract, including this Appendix A, the District's Business Pract
ices

and District Slice Operating Instructions and the MCHC in effect at the time. Rocky Reach and

Rock Island have a limited amount of Pond/Storage available each day for daily shaping use. All

Pond/Storage at Rocky Reach and Rock Island sha11 be accounted for and controlled pursuant to

the teams of the MCHC and this Contract.

(A) Prior to the first delivery of Output, the Purchaser shall become a signatory of the current

MCHC. The District or MCHC will provide information which is available to the District for

authorized release and is reasonably necessary to manage this Contract.

The Purchaser shall be responsible for monitoring storage levels and adjusting Energy requests

as required to stay within this Contract and MCHC limits. All expenses associated with

acquisition, operation and maintenance of hvdware and software on the Purchaser's system

necessary to meet Ptuchaser's obligations under this Contract and the MCHC shall be

Purchaser's responsibility. In the event the Dishict must intervene to correct an MCHC prob
lem

or contractual deficiency on behalf of Purchaser, Purchaser shall reimburse the District for all

resulting costs and penalties incurred by the District as a result thereof on a monthly basis as a

line item on billings.

(B) The Purchaser sha11 manage its Energy requests, subject to the terms of this

Contract and the MCHC, so as not to exceed its total Capacity entitlement at the Project. All rights

and duties under the MCHC as applicable to Purchaser's Output Percentage shall be discharged

solely by Purchaser, except as otherwise provided in this Section 3. Piu~chaser shall not make any

request for Energy that would cause its MCHC Pond/Storage account for the Project to go outside

its contractual Pond/Storage limits, An account shall be kept pursuant to the MCHC for the

Purchaser, based on the information provided to the District pursuant to the MCHC. Purchaser's

account will reflect Purchaser's Output Percentage of allocated inflow being added each hour and

Purchaser's previous hour's energy subtracted. Purchaser shall not violate any MCHC limitatio
n.

In the event Purchaser's Pond/Storage account for Rocky Reach and Rock Island goes outside its

contractual PondlStorage and MCHC limits, expressed in MWh, the District may implement

penalties per Section 6 of this Contract and may immediately reduce Capacity associated with

Purchaser's Output Percentage available from Rocky Reach and Rock Island to an amount

approximating Purchaser's Output Percentage of allocated inflow until the Purchaser's

Pond/Storage account balance has retained to within Purchaser's contractual Pond/Storage and

MCHC limits.
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PLANNING DATA

Section 4. Planning Data. The District shall from time to time supply, as soon
 as

practicable after it is available to the District, estimates of planned 
outages and planned Fish

Spill to enable Purchaser to estimate future Output.

Output Contract -Slice Product 19 -7-



ERM Report
Month of October 2014

Page 38 of 85

APPENDIX B

Attached completed Bid Form.
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Bid Farm for Sale of Slice Froducfi I9

Public Utility Qistrict No. 1 of Chetan County, WA (District) is selling a slid of the

(3utput from the Rocky Reach Hydroelecfxic project (RR) and the Rock Island Hydro

Electric 1'rajeat (R[} starting HE 0100, P.P.T. January 1, 2015, and ending on H~ 24U0

(midnight) F',P,T., Dec~mbar 31, 2015, as more fully speeificd in the CONTRACT FOR

SALE aF OUTPUT ~'RQM THE ROCKY REACH FRUJ~CT AND ROCK ISLAND

PROJECT (refereed to as "Cantraet" herein}.

Bidder, whose true and aocreat legal name is l ~~ ~~ af"~t ~ ~ •mot ,
acknowledges that it has carefully and fully reviewed ttic Contra. and a!1 other necessary
legal documents and hereby submits tie following bid price:

BID FOIL OTJTPUTc The District will evaluate the laids based upon the ~rnount of the
bids, variation in Contract provisions, operations! issues, countsrparty concentration risk
and otk~er f~ctars as deerrxed appropriate in fihe diseretian of the District

T~bie 1•

Detivcry Period . 31ice Product 19 Uutpp~ Percentage

J~nttn i 2U1S—December 31, 2A1,5 ~°~'o

Bidder hereby offers to purchase the Output with tkts pee~entage stare of the Rocky

Reach and Rock island Projects in-the Delivery Period shown in Table 1 in accordance

with the terms and. conditions contained in the Contract

BIDDER HEREBY SUBIVIITS BID FQR THE PURCHASE Q~ OUTPUT {L1S

DOLLARS) IN TABLE 2.

Tablet.

Tlti~ bid shah constitute an offer to tha District and shalt be irrevocable f,~am the time

.submitted unti14;00 p.m. P.P.T. ~n Septembee 3Q, 2014, In the event the District a~ce~ts

the bid, the District will notify the Bidder of such. acceptance. Applicant shtt[l within two

(2) business days pf such notice past the Independent Amount as required under the
Cpver Sheet Elections and properly execute and return. to the District a signed copy of the
Contract, Collateral Annex and. Cover Sheet Elections* the WSPP Amendment and ottzer
necessary documents.

ShauJd Bidder fail to provide the executed docu~tents as ~ravided above, Bidder shall

pay ligtt.ideted ~rtl~geS .to tIle Distri~C of five percent (5°,~0) of tl~e amount of its bid.
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Bidder's submittal of a bid and its execution, delivery and performance of the Contract

are and will be within its powers, and Bidder has been duly authorized by all necessary

action to enter into such Contract, and by doing so does and will not violate any of the

terms and conditions of its governing documents, any contracts- to which it is a party or

any law, rule, regulation, or order applicable to it. Bidder shall provide a true and correct

copy of a duly adopted corporate resolution or other satisfactory evidence of corporate

and signature authority at the time a bid is submitted.

The Bidder fully understands that the District's request for bid is not an offer to sell

Output to any bidder, and in no event will the IDistrict be obligated to enter into a contract

or sell Output to anyone responding to this application. Any sale of Output will be

subject to the District's determination, made in its sole discretion, that the transaction will

be in the best interests of the District's customers.

The Bidder understands and agrees that the District shall have the right, but not the

obligation, to waive any errors or irregularities in any bid. The bid amounts are

entirely the responsibility of the Bidder. The District does not review nor make any

determination as to khe appropriateness of any bid.

The person signing this document has the authority to sign this bid and bind the named

entity to the bid and terms of the Contract.

BIDDER. del v i J ~k ~ ̀ t~or^cr~~✓~.

(Type or Print Nam,,e,J
TITLE: Gltu~Yrnan ~f'r'eSl~c~~n.f• Cab

SIGNED: ~~~

DATE: ~ 130 l 1 ~F

S~~% ~ (.~ /9~ 9 9~ 2 z v
7

Phone ( 5~) tf'G5~ ~! ~ o

BIDDER PRIMARY CONTACT NAME: ~~ ~~ V O /7 ̂ -~ ~'^

BIDDER CONTACT PHONE NUMBER: ~,r0 ̀~ , ~~If L/~L/~
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A~VISTA COItPO.RATI(~N
incumbency ~ertifie~tc

I, 5us~n Y. Fle►ning, Assistant ~arporate Secretary of. Avi~ta Coip~ratio~, a co~~po~~tion of the

state of Wgsl~iitgton, do hereby certify that the ~Follotiving named pnxsnns have begin elected, Dave

qu~li~tied ai d ~~~e now acting iti the c~peaity indicnfied, and that the si~n~tures sit Qp~iosite thair ~~~mes

are trite euad genuine sigt~a[ures:

N~mo ~ap~~ity

7ason Tt. 7'l~~ekston senior V-ice f'res{dent

Scott ~:. Marris Ch~~~-man, Pr~ald~nt
C,ltie[' ~k~cutive Uf~i~er

Dec~xa:is.~. Ver~nillipn ~en~ar Vice .~resid~~it ~c
President, Avista Iltilit(es

Ni~rk ̀i', 'Thies SE~uor Vice President,
Chiel' Finui~cial Officer & Treasurer

IAT WITNESS WHER~QF, I have herewrto signed nay name this 26~' day of September ~O14.

Susan Y, Fleming
Assistant Corporate Secretary
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APPENDIX C

WANAPUM CREDIT PROVISION

The Wanapum hydro-electric project, owned and operated by Public Utility District No. 2 of

Grant County ("Grant County PUD"), is located downriver from the District's Rocic Island

Hydroelectric Project. In February of 2014, Grant County PUD discovered a crack in a monolith

which has caused a drawdown of the forebay of the Wanapum Project. This drawdown has

adversely impacted the Rock Island project operations.

In the event that the average daily Wanapum forebay elevation, for reasons related to the

monolith repairs, is not above 557 feet msl, the District will provide a credit to the Purchaser for

each day that this occurs, in accordance with the tables below. The daily credit amounts will be

summed for each month and the monthly total will reduce the Monthly Payment due to the

District.

Wanepum Deily Credit Amounts for Slice Product 19

(For example, If the dally credit is applied for each day fn Mar 2015, the total credit for the month 
!s $2,Qa0 x 31= $62,OOaJ

Jen Feb Mar Apr May Jun lul Aug Sep Oct Nov Dec

2015 $0 52,000 $2,000 $0 $0 $0 $0 $0 $3,000 $3,000 $1,000 $2,000

The credit available under this provision related to the repairs at Grant County PUD's Wampum

project shall continue until the earlier of a) when Grant County PUD receives authorizati
on to

operate above 557 feet msl or b) until such time as Grant County PUD continuously operates the

Wanapurn project above 557 feet msl for four (4) consecutive months, except if Grant County

PUD operates below 557 feet msl for reasons unrelated to the Wanapum repairs.

This credit provision is relative to reduced forebay operations only and is not intended to

represent estimated total impact to the District's operations resulring from the operating

conditions at Wanapum.

Output Contract -Slice Product 19 -9-
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SECOND AMENDMENT TO

CONTRACT FOR SALE OF OUTPUT FROM THE ROCKY REACH PROJECT A
ND

CHELAN POWER SYSTEM
(Slice Product 2)

This SECOND AMENDMENT TO CONTRACT FOR SALE OF OUTPUT FROM T
HE

ROCKY REACH PROJECT AND CHELAN POWER SYSTEM ("Second Amendment") is

executed by and between Public Utility Distaict No. 1 of Chelan County, Washingt
on (the

"District"), a municipal corporation of the State of Washington, and Avista. Corporatio
n (the

"Purchaser"), a corporation organized and existing under the laws of Washington State
. The

District and the Purchaser are referred to as a "Party" and collectively as "Panties."

RECITALS

WHEREAS, the Parties entered into a Contract for Sale of Output from the Rocky Reac
h

Project and Chelan Power System ("Contxact") on September 21, 2010, as amended Ja
nuary 12,

2011 and

WHEREAS, the Parties agree that a definition in Section 2 of the Contract should be

amended and a definition should be removed, additional definitions should be added to
 Section 2

and Sections 5(g), 6, 15, 16, and 17 should be amended to correct certain language;

WHEREAS, the Parties also desire to amend the Contract to provide for an additional

Appendix A Section 1(E) Output Limitations;

NOW, THEREFORE, in recognition of the foregoing recitals which are hereby

incorporated into this Second Amendmefrt and in consideration of the covenants he
rein, the

Parties agree as follows:

1, The definition of "Collateral Annex" in Section 2 of the Contract shall be deleted in

its entirety and replaced with the following:

"Collateral Annex" means that agreement effective as of October 2, 2014

between the Panties entitled Collateral Annex, as amended from time-to-time,

which replaced and superseded the Collateral Annex entered into between the

Parties as of September 24, 2010.

2. The definition of "WSPP Transactions" shall be deleted in its entirety.

3. The following defuutions of "District Business Practices", "District Slice Operatin
g

Instructions", "Dynamic Transfer Agreement" and "Slice Contract" shall be added to

Section 2 of the Contract:

"District Business Practices" shall mean those policies,'procedures, and business

practices of the District that are in effect and amended from time to time.
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"District Slice Operating Instructions" shall mean those instructions and details

pertaining to the Rocky Reach and Rock Island Project Output and provisions

contained in this Contract adopted by the District from time to time.

"Dynamic Transfer Agreement" means a dynamic scheduling, pseudo tie or other

similar agreement entered into by the Purchaser and the District,

"Slice Contract" means any Contracts) for Sale of Output from the Rocky Reach

Project and the Chelan Power System, Contracts) for Sale of Output from the

Rocky Reach Project and Rock Island Project andlor Cont~act(s) for Sale of

Output from the Chelan Power System executed by the Parties.

4. Section 5(g) shall be deleted in its entirety and replaced with the following:

The Parties hereby agree that all payment obligations due and owing to each other

pursuant to this Contract and other Slice Contracts during the monthly billing

period shall be netted with and set off so that only the excess amount remaining

due shall be paid by the Party owing the same. Except for the ainountof the net

termination payment, the determination of the net amounts due under this Contract

and other Slice Conhacts shall not be offset by, or take into account or include any

Performance Assurance that may then be posted and in effect pursuant to the

Collateral Annex between the Parties.

5. Section 6 shall be deleted in its entirety and replaced with the following:

SECTION 6. DELIVERY OF OUTPUT

This Section 6 shall apply to the delivery of the Purchaser's Output. Subject to the

provisions of this Conhact, the District shall make the Purchaser's Output

available to the Purchaser.

(a) The Disri7ct and MCHC shall make all determinations concerning Rocky

Reach's and Rock Island's Capacity and minimum generation requirement, and

the District shall have the unilateral right to determine the ma7cimum allowable

amount of change in Output during any time period. Purchaser's schedules

shall be based on Purchaser's Output in accordance with Rocky Reach's and

Rock Island's operational parameters, District Slice Operating Instructions and

the District Business Practices established by the District from time to time.

(b) Purchaser's schedules shall not be less than Purchaser's Output Percentage of

the sum of the minimum generation limits of Rocky Reach and Rock Island as

determined by the District or MCHC, nor sha11 the sum of all export schedules

be greater than Purchaser's Output Percentage of the suin of the maximum

generation limits of Rocky Reach and Rock Island as determined by the

District or MCHC. The Purchaser's residual reserves equals the Purchaser's

2
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ma~cimum generation limit minus the Purchaser's aggregated schedules minus

the Purchaser's Canadian Entitlement Obligation and any additional reserve

obligations required by standards, District Business Practices and District Slice

Operating Instructions, The Purchaser's residual reserves must be greater than

or equal to zero at all times. The Purchaser shall be responsible for keeping

its schedules within all Energy production limits applicable, including all

limits imposed by the terms of the MCHC. Purchaser's schedules are also

subject to immediate curtailment in the event of an unplanned outage or other

sudden reduction in the Capacity of Rocky Reach and/or Rock Island as a

result of Operational Constraints or otherwise. Purchaser's net schedules are

also subject to immediate increase in the event of a sudden increase in the

minimum generation limits of Rocky Reach and/or Rock Island as a result of

Operational Constraints or otherwise.

(c) If the Purchaser's actual schedules after curtailments and adjustments do not

comply with this Section (either above the maximum generation limit or below

the minimum generation lunit), for any hour or portion thereof, the District, at

its sole discretion may charge to the Purchaser non-compliance fees. The

amount of the non-compliance fees shall be calculated by the District for each

hour using the following methodology: multiply the absolute value of the

maximum 10 minute deviation in the hour (MVO, either over the maximum

generation limit or under the minimum generation limit, by $50/MW. If the

Purchaser's actual hourly integrated schedules do not comply with this Section,

there will also be an Energy charge for the hourly deviation. The District will

enter a hansaction with the Purchaser so that the Purchaser's actual integrated

schedule complies with this Section. The price for the Energy (MWh) that the

District provides to the Purchaser pursuant to this subsection will be the Mid-

Columbia Powerdex hourly index plus $50/MWh. The price for the Energy

that the District receives from the Purchaser pursuant to this subsection will be

the Mid-Columbia Powerdex howly index minus $50/MWh. If the Powerdex

hourly Mid Columbia index is no longer published or utilized by the industry,

the District will select another industry recognized hourly index and notify

Purchaser of the index to be used for all hours. The amounts owing by the

Purchaser to the District pursuant to this provision shall be due and payable per

Section 5(c) and subject to the provisions of Sections 5(d)(fl and (g) of this

Contact. All commercial efforts must be taken to comply with Section 6.

Persistent or repeated non-compliance with Section 6(b) shall also be an Event

of Default by the Purchaser as fiuther defined in Section 15 hereof. If ,

Purchaser fails to comply with Section 6(b) for more than 20 hours, or portions

thereof in any month, the District may at its sole discretion collect additional

penalties including tripling the amount of any applicable non-compliance fee

for the remainder of the month. Non-compliance due to unexpected reductions

in Capacity or increases in minimum generation limit at Rocicy Reach or Rock

Island may be excused. If Purchaser fails to comply with Section 6(b) for more

than 60 cumulative hours, or portions thereof, in any three consecutive months

of any twelve month period, the District may at its sole discretion consider this

3
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to be persistent non-compliance and be considered an Event of Default by the

Purchaser as further defined in Section 15 hereof.

(d) Pond/Storage Account

(1) Purchaser shall be entitled to utilize the Purchaser's Output Percentage of

the Pond/Storage available at Rocky Reach and Rock Island. T'he portion of

the Purchaser's Output percentage of Pond/Storage available sha11 be

determined per MCHC. In no case shall the Purchaser exceed or go below

their Output Percentage of Pond/Storage.

(2) If Purchaser is utilizing Pond/Storage above or below the Purchaser's

Output Percentage of the Pond/Storage available in any hour they will be

subject to anon-compliance fee for each hour the Purchaser exceeds or goes

below their Output Percentage of Pond/Storage. The amount charged to the

Purchaser shall be calculated by the District and will be $10 per MWh that

the Pond is above or below the Purchaser's Output Percentage of the

Pond/Storage available. Pwchasers will not be subject to such fees if they

are directed by the District or MCHC to be outside Pond/Storage Output

Percentage limits.

(3) MCHC will establish and maintain for Purchaser aPond/Storage account

that will reflect the use of Pond/Storage by the Purchaser associated with

the Purchaser's Output Percentage of Rocky Reach and Rock Island

during the relevant Delivery Periods. The District will transfer 30 MWh

of Pond/Storage from its Pond/Storage account to the Purchaser's

Pond/Storage account in order to establish a starting balance.

The Purchaser must have a minimum Pond/Storage balance of 30 MWh

on the last hour of the term of this Contract which will then be transferred

to the District's Pond/Storage account. If the Purchaser's Pond/Storage

balance is less than 30 MWh, then the District will invoice the Purchaser

for the shortage quantity (MWh) at an hourly price equal to the Powerdex

hourly Mid Columbia index ($/MWh} or other recognized hourly index for

the last hour of the Contract term. If the Powerdex hourly Mid Columbia

index is no longer published or utilized by the industry, the District will

select another industry recognized hourly index and notify Purchaser of the

index to be used for all hours. 'The Purchaser shall make payment, pursuant

to Sections 5(c) (d) (fl and (g) above. The Purchaser may schedule more

than its shale of Rocky Reach and Rock Island hourly inflows, determined

in accordance with Section 6(b), if the Purchaser has sufficient amount of

Energy in its Pond/Storage account. The annount of the Energy scheduled

from the Pond/Storage account shall not exceed the Purchaser's Output

Percentage of the sum of the maximum Capacity of Rocky Reach and

Rock Island.

:~



ERM Report
Month of October 2014

Page 47 of 85

As allowed under MCHC, the Purchaser may buy and/or sell pond in order

to manage their pond balance. The pond hansaction/transfer may be made

between any two MCHC participants. MCHC transfers from one account

to another as directed by the Purchaser. The Purchaser will be solely

responsible to make all commercial arrangements for these transactions.

(e) During any hour that spill occtured at any non-federal Mid-C Project due to any

reason, the spill will be allocated in accordance with MCHC.

(fl The District may establish new or additional District Business Practices and
District Slice Operating Instructions that the District considers necessary.

Changes may also be made to conform to mandatory reliability standards and

any applicable business practices, criteria and procedures of NERC, VJECC,

PEAK RC, NWPP and transmission service providers.

(g) In the event the Purchaser determines or has reason to believe that an error has

occurred in the after-the-fact MCHC accounting, the Purchaser shall notify the

District immediately. The District will assist the Purchaser in determining if an

error did occiu• and if so, correct that error through MCHC by re-running the

hours or other correction. Any adjustment as a result of such errors shall not

include or give rise to any monetary compensation or other adjustments to the

payments by the Purchaser.

(h) Piuchaser shall provide to the District or to MCHC on a real time basis, an

estimate of Purchaser's projected hourly generation requests for Energy from

Rocky Reach and Rock Island at xx:20 PPT for the future 96 hours. The

accuracy of these hourly generation estimates shall meet MCHC's or the

District's suggested targets.

(i) During all Delivery Periods for Slice Product 2, the District will allow up to

six tags sourced at its Balancing Authority during the Pre-Schedule Day time

flame and up to three additional tags sourced at its Balancing Authority per

hour during real-time.

(j) Tags that sink in the Districts Balancing Authority will only be allowed for

the purpose of pond account management during real-time. One tag per hour

is the limit for real-time tags. No preschedule tags that sink in the District's

Balancing Authority are allowed. Pond account or pond management

purposes are defined by the District's Business Practices.

(k) It is the Purchaser's responsibility to follow all applicable PEAK

RC/WECC/NERC standards, guidelines, and criteria for scheduling and

tagging. Further, it is Purchaser's responsibility to follow all District Slice

Operating Inshuctions and District Business Practices.

(1) New real-time schedules and adjustments to existing schedules maybe made

upon request by the Purchaser but must be communicated and tagged by the
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Purchaser at least 30 minutes prior to the start of each hoiu except when
specifically allowed by District Business Practices.

(m) Purchaser must provide sufficient reseities to meet the applicable PEAK
RC/WECGNERC reliability standards. The Purchaser's Output Percentage of
the maximum Capacity of Rocky Reach and Rock Island witl be reduced by
the reserve obligation as described in the District Slice Operating Instructions.

(n) The hourly Canadian Entitlement Allocation Extension Agreement obligation
shall be counted toward meeting the Purchaser's Output Percentage of the
minimum generation limits of Rocky Reach and Rock Island.

(o) Scheduling Purchaser's Output with Hourly Schedules

(1) Scheduling of Purchaser's Output shall be as requested by the Purchaser,
or its designated scheduling agent, and shall be subject to the limitations
set forth in this Contract. Purchaser must schedule its Purchaser's Output
by the use of hourly schedules unless a Dynamic Transfer Agreement is
executed with the District as is described in Section 6(p) and (q).

(2) The Purchaser, or its designated scheduling agent, shall provide the
Dishict each Pre-Schedule Day, in conformance with prevailing scheduling
procedures for scheduling generating resources in the ACC region, hourly
schedules of desired Purchaser's Output deliveries for the following day or
days. The schedules will be completed in a time frame consistent with
standard industry practices in the WECC region and this Section 6. Such
schedules shall be based on the rights and limits of Capacity and Output
and on the probable water supply, based on the US Army Corp of
Engineers Chief Joseph discharge estimates and the District's forecasts of
side streams, (inflow) of Rocky Reach and Rock Island. The scheduling
limits shall be as described in the District Slice Operating Instructions and
the District Business Practices, as maybe amended by the District from
time to time.

(p) Scheduling Purchaser's Output with Dynamic Signal

(1) Purchaser may schedule all or a portion of Purchaser's Output via a
dynamic schedule. Dynamic schedules require Purchaser to execute a
Dynamic Transfer Agreement with the District. Terms and conditions of
the Dynamic Transfer Agreement and timeline for implementation shall be
at the sole discretion of the District and Purchaser shall reimburse the
District for all costs associated with setup and implementation of the
Dynamic Transfer Agreement. The District may at its sole discretion
provide host BA services for Purchasers wishing to use a dynamic
schedule.

D
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(2) Purchaser may schedule all or a portion of its Output by dynamic signal in
accordance with applicable NERC, WECC and PEAK RC reliabiliTy
criteria and in accordance with the requirements of this Section 6 and a
Dynamic Transfer Agreement.

(q) Delivery of Output via a Pseudo Tie

(1) Purchaser may elect to take Output via a pseudo tie with a host BA. A
pseudo tie requires Purchaser to execute a pseudo tie agreement with the
District. Terms and conditions of the pseudo tie agreement and timeline
for implementation shall be at the sole discretion of the District and
Purchaser sha11 reimburse the District for all costs associated with setup
and- implementation of the pseudo tie agreement.

(2) The Purchaser shall preschedule and deliver the Canadian Entitlement
Allocation Extension Agreement obligation fiom the Purchaser's host
Balancing Authority to the Dishict's Balancing Authority. This Canadian
Entitlement Energy schedule may be supplied by the Purchaser's Output
or, if mutually agreed, an alternate firm source.

6. Section 15 shall be deleted in its entirety and replaced with the following:

SECTION 15. DEFAULT; REMEDIES ON DEFAULT

(a)An "Event of Default" shall mean with respect to a Party ("Defaulting Party"):

(1) the failure by the Defaulting Party to make, when due, any payment
required pursuant to this Contract if such failure is not cured within two
(2) Business Days after written notice of such failure is given to the
Defaulting Party by the other Party ("the Non-Defaulting Party"); or

(2) the District's willful or intentional failure to deliver Output to the
Purchaser as provided in this Contract and such failure is not cured within
three (3) Business Days after written notice thereof from the Purchaser to
the District; or

(3) the failure of the Purchaser to perform its obligations to take the Energy
under Section 3 of this Contract and such failure is not cured within three
(3) Business Days after written notice thereof to the Purchaser;

(4) the failure of the Purchaser to perform its obligations under Section 6 of
this Contract or failure to comply with a Dynamic Transfer Agreement
without regard to whether the Purchaser has paid penalties for such
violations as provided in this Contract or a Dynamic Transfer Agreement.

7
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(5) the failure by the Defaulting Party to have made accurate representations
and warranties as required in Section 23 of this Contract and such failure
is not cured within three (3) Business Days after written notice thereof to
the Defaulting Party; or

(6) the institution, with respect~to the Defaulting Party, by the Defaulting
Party or by another person or entity of a bankruptcy, reorganization,
moratorium, liquidation, receivership or similar insolvency proceeding or
other relief under any bankruptcy or insolvency law affecting creditor's
rights or a petition is presented or instituted for its winding-up or
liquidation; or

(7) the occurrence of any default, Event of Default, or Letter of Credit Default
(however defined) under any Collateral Annex; or

(8) the occurrence of an event of default, however defined, in respect to any
Slice Contracts between the Parties.

(9) With respect to Purchaser's Guarantor, if any, an Event of Default shall
mean:

(i) if a material representation or warranty made by a Guarantor in
connection with this Contract, or any transaction entered into
hereunder, is false or misleading in any material respect when
made or when deemed made or repeated; or

(ii) the failure of a Guarantor to make any payment required or to
perform any other material covenant or obligation in any guarantee
made in connection with this Contract, including any transaction
entered into hereunder, and such failure shall not be remedied
within three (3) Business Days after written notice; or

(iii) the institution, with respect to the Guarantor, by the Guarantor or
by another person or entity of a bankruptcy, reorganization,
moratorium, liquidation, receivership or similar insolvency
proceeding or other relief under any bankruptcy or insolvency law
affecting creditor's rights or a petition is presented or instituted for
its winding-up or liquidation; or

(iv) the failure, without written consent of the other Party, of a
Guarantor's guarantee to be in full force and effect for purposes of
this Contract (other than in accordance with its terms) prior to the
satisfaction of all obligations of such Party under each transaction
to which such guarantee shall relate; or

(iv) a Guarantor shall repudiate, disaffirm, disclaim, or reject, in whole
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or in part, or challenge the validity of, any guarantee.

(10) With respect to Purchaser's LC Issuer, a Letter of Credit Default as
defined in the Collateral Annex will necessitate a Replacement Letter of
Credit be provided in accordance with Section 6 of the Collateral Annex.

(b) District's Remedies. The District may, upon default of the Purchaser,
immediately suspend deliveries of Output to Purchaser and sell such Output to
third parties and permanently retain funds received fiom such sales for the
suspension period until the default is cured, or becomes an Event of Default. If
the pi7ce received for the Output is less than the Contract Price as defined in
Appendix A to the Collateral Annex, the Purchaser shall pay the District the
difference. If an Event of Default by the Purchaser occurs, the District may elect
to: (i) terminate all transactions between the Parties, including this Conhact and
other Slice Contracts, and calculate a Slice Termination Payment as set forth in
Section 16 below and any ternunation payment and other payments due upon
termination as described in this Contract and other terminated agreements or
transactions; or (ii) seek specific performance or maintain successive
proceedings for payment of amounts due. If the Dishict chooses to terminate
this Conhact, the District must terminate all transactions between the Parties
and payments due and owing or accrued shall be netted and set off. If the
District terminates this Contract and (a) uses the Quotation Methodology in
Section 16(b) to calculate the Slice Termination Payment, the District shall
calculate and include in the net termination payment any gain or loss incui~ed
for the period between the Event of Default and the first delivery date stated in
the Replacement Slice Contract; or (b) uses the Alternative Determination
Methodology in Section 16(c) to calculate the Slice Termination Payment, the
District shall calculate and include any gain or loss incurred for the period
between the Event of Default and the calculation date in the net terminarion
payment. In either event (as described in (a) and (b) above, the gains or losses,
will be calculated by comparing the Delivery Period Contract Price as defined
in the Collateral Annex, to the Intercontinental Exchange (ICE) Day Ahead
Mid-C Peak and Off-Peak Index price for the respective hours. If the ICE Day
Ahead Mid-C Peak and Off-Peak Index is no longer published or utilized by the
industry, the District will select another industry recognized index and notify
Purchaser of the index to be used for this calculation. Payment of these
amounts by Purchaser shall be subject to the provisions of subsections 5(c) and
(g) and 16(h).

(c) Purchaser's Remedies. If an Event of Default by the District occurs, the
Purchaser may elect to: (i) terminate all transactions between the Parties,
including this Contract and other Slice Contracts and calculate a Slice
Termination Payment as set forth in Section 16 below and any termination
payment or other payments due tipon termination as described in this Contract
and other terminated agreements or transactions; or (ii) seek specific
performance or maintain successive proceedings for enforcement of the

D
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District's obligations. If the Purchaser chooses to ternunate this Contract,
Purchaser must terminate all transactions between the Parties and the payments

due and owing or accrued shall be netted and set off. The Purchaser, as
calculation agent, shall use the Alternative Detei~rnination Methodology in
Section 16(c) to calculate the Slice Ternunation Payment and calculate and
include any gain or loss incurred for the period between the Event of Default
and the calculation date in the net termination payment. The gains or losses
will be calculated by comparing the Delivery Period Contract Price as defined
in the Collateral Annex, to the Interoontinental Exchange (ICE) Day Ahead
Mid-C Peak and Off-Peak Index price for the respective hotus. If the ICE Day
Ahead Mid-C Peak and Off-Peak Index is no longer published or utilized by the

industry, the Piuchaser will select another indushy recognized index and notify
the District of the index to be used for this calculation. If the Purchaser chooses

to continue the Contract and obtains an order requiring the District to perform
or the District agrees to continue the Contact, the Purchaser shall be entitled to

receive from the District a payment reflecting the market price of the
Purchaser's Percentage of Output for the period of tune that deliveries did not

occur. The market price of that Output sha11 be calculated at a rate equal to the
Intercontinental Exchange (ICE) Day Ahead Mid-C Peak and Off-Peak Index

price for the respective hours. If the ICE Day Ahead Mid-C Peak and Off-Peak

Index is no longer published or utilized by the industry, the Purchaser will

select another industry recognized index and notify the District of the index to

be used for this calculation. Payment by the District shall be subject to the
provisions of subsections 5(c) and (g) and 16(h).

(d) Failure of either Party to insist at any time on the strict observance or
performance by the other Party of any of the provisions of this Contract shall

not impair any right or remedy nor be construed as a waiver or relinquishment
thereof in the future.

7. Section 16 shall be deleted in its entirety and replaced with the following:

SECTION 16. TERMINATION PAYMENT

A Slice Termination Payment as referenced in this Contract shall be calculated in

accordance with the protocol set forth in this section. For purposes of this

Contract, the "Slice Termination Payment" shall mean the sum of (i) the amount

calculated pursuant to clauses (b) or (c) below, as the case maybe, plus (ii) all
amounts then due and owing by the Defaulting Party under this Contract as of the

date of termination, whether or not billed or demanded as of that date, plus (ui)

the Non-Defaulting Party's Costs. "Costs" for purposes of this Contract means
all reasonable fees, costs and expenses incurred by allon-Defaulting Party as a
direct result of the other Parly's non-performance or breach of its obligations
hereunder, including, without limitation, administ~•ative and overhead costs,

brokerage fees, commissions and other third party transaction costs and expenses,
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other fees, charges, costs and expenses including court costs and reasonable fees

of attorneys (external and internal), consultants and other professionals, incurred

in connection with calculating the Slice Termination Payment, obtaining

quotations, and in enforcing the Non-Defaulting Party's rights hereunder.

"Costs" shall not include indirect incidental, consequential or punitive damages

arising from the Defaulting Party's breach.

(a) Calculation Agent. The calculation of the Slice Termination Payment will be

performed by the District; provided, however, that in the event there is an

Event of Default by the District, then Purchaser shall be the Calculation

Agent. Purchaser shall use the Alternative Determination Methodology
described in Subsection (c) below in determining the Slice Termination
Payment. The determination of the Slice Termination Payment pursuant to

the criteria set forth below shall be binding on the Parties and conclusive,

absent manifest error.

(b) Quotation Methodology. As soon as reasonably practical after termination,

the District shall deternune whether to calculate the Slice Termination

Payment by obtaining quotations (either firm or indicative) for a Replacement

Slice Contract or to use the Alternative Determination Methodology. If the

District determines obtaining quotations is appropriate, then the District will

endeavor to obtain quotations fiom three or more third parties selected by the

District who, in the District's reasonable discretion, are creditworthy, are

qualified to enter into a Replacement Slice Contract and are parties to a WSPP

Agreement (each a "Qualified Bidder•"). Bids or quotations for less than the
full remaining term or containing material conditions or deviations from this

contract shall not be considered. If more than three quotations are received,

the high and low quotation shall be disregarded and the Slice Termination
Payment shall be calculated using the average of the remaining quotations, as

compared to the total Purchase Price for all remaining Delivery Periods. If

three or fewer quotations are received, the Slice Teirnination Payment shall be

calculated using the average of the quotations received. It is expressly agreed

that the District shall not be required to enter into a Replacement Slice

Contract or any replacement transactions in order to determine the value of

Purchaser's Output for the pwposes of calculating the Slice Ternunation

Payment under this section.

"Replacement Slice Conh•act" means a slice contract containing substantially

the same terms and conditions as this contract, for the same Purchaser's Output
Percentage, and for a contemplated term commencing with the first delivery of

Output as determined by the District in its sole discretion pursuant to the
Replacement Slice Contract and continuing for the remaining nominal term

hereof.

(c) Alternative Determination Methodolo~v. If the District does not elect to
obtain or does not receive any bids or indicative quotations pursuant to the
procedures set forth in clause (b) above, the Slice Termination Payment shall
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be determined by the District or the Purchaser, if Purchaser is the Calculation

Agent pursuant to subsection (a) above, using commercially reasonable

procedures in order to produce a commercially reasonable result utilizing the

base methodology outlined in Appendix A to the Collateral Annex.

(d) Present Value. The Slice Termination Payment calculated pursuant to clause

(b) or (c} above shall be discounted to present value using the Present Value

Rate as of the time of termination. The "Present Valace Rate" shall mean the

sum of 0.50% plus the yield reported on page "UISD" of the Bloomberg
Financial Markets Services Screen (or if not available, any other nationally

recognized trading screen reporting on-line intraday trading in United States

government securities at 8:00 a.m. (Pacific Prevailing Time) for the United

States government securities having a maturity that matches the average

remaining term of this Contract.

(e) Payment of Termination Amount. The Calculation Agent shall provide the

other Farty with written notification of the Slice Termination Payment, as

calculated pursuant to this Secrion 16 as soon as practical after such amounts

have been determined and shall provide the other Party with supporting

documentation showing in reasonable detail the bids, quotations and other

factors used in making such calculations. The amount owed after netting and

setoff pursuant to Subsection (g) below shall be due within three (3) Business

Days of delivery of such notice and payment shall bear interest at the Present

Value Rate from the effective date of the notice of termination until the

amount is paid in full. Payment shall be made in conformance with

subsections 5(c) and (g) of this Contract.

(fl Additional Payment to District if Purchaser Defaults. If in the Event of
Default by Purchaser, the District terminates the Contract and obtains

quotations or requests bids for a Replacement Slice Contxact, the Purchaser

shall pay to the Disti7ct the agreed upon sum of $100,000 to cover the

expenses of the District. The Parties specifically agree that the District shall

not be required to track the specific costs associated with the tasks that are

taken in order to obtain those quotations of bids and that the amount agreed

upon is a reasonable estimate of the costs to be incurred by the District.

(g) Setoff and Netting. The Calculation Agent shall aggregate or set off any or all

other amounts owing between the Panties under all other Slice Contacts, any

Dynamic Transfer Agreement and this Contract so that all such amounts are

aggregated and/or netted into a single liquidated termination payment.

(h) Election to Pay Over Time. If the District is the Defaulting Party and the

Purchaser owes monies after set offs and netting of all Agreements (as defined

in the Collateral Annex), then notwithstanding the three (3) Business Day

payment requirement detailed above, the Ptuchaser may elect to pay the .

District the monies owed under this Section 16 over a period of time up to

three (3) years with the first payment being due on the Slice Termination
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Payment due date as provided in Section (16)(e). Payments shall be made in

equal monthly installments. The Purchaser shall give written notice to the

District of this election within two (2) Business Days of the notice provided in

Section 16(e). The written notice will include a payment schedule. If the

Purchaser is the Defaulting Party and the Purchaser owes the District monies

after set offs and netting, payment by Purchaser shall be due within the three

(3) Business Day payment requirement,

If the Disixict is the Non-Defaulting Party and it owes the Purchaser monies

after set offs and netting of all Agreements (as defined in the Collateral

Annex), then notwithstanding the tluee (3) Business Day payment

requirement detailed above, the District may elect to make payments to the

Purchaser the monies owed under this Section 16 after set offs and netting of

all Agreements over a period of time up to three (3) years with the first

payment being due on the Slice Termination Payment due date as provided in

Section (16)(e). Payments shall be made in equal monthly installments. The

District shall give written notice to the Purchaser of this election with two (2)

Business Days of the notice provided in Section 16(e). The written notice will

include a payment schedule. If the District is the Defaulting Party and the

District owes the Purchaser monies after set offs and netting, payment by

District shall be due within the three (3) Business Day payment requirement.

If the Party elects to make payments over time, the Present Value Rate

referenced in Section 16(d) in this or another Slice Conhact shall not be

reflected in determining the amounts to be paid.

This provision and the rights and obligations under it shall siuvive termination

of any applicable transactions or agreements.

If the Party owing money ("Owing Party") to the other Party ("Receiving

Party") fails to make a payment under this subsection 16(h), then the

Receiving Party shall have the right, by providing written notice to the Owing

Party at any time after the Owing Party fails to pay, to require payment of all

monies owed under all of the contracts subject to this Section within three (3)

Business Days of receipt of the written notice. The monies to be paid under

this accelerated payment provision shall be the remaining amounts to be paid

under the contracts or agreements reflecting a discount using the Present

Value Rate from the date of the written notice.

8. Section 17 shall be deleted in its entirety and replaced with the following;

SECTION 17. COLLATERAL REQUIREMENTS
The obligations and rights of the Parties under this Contract to call for and post

collateral are set forth in the Collateral Annex and Cover Sheet Elections executed

by the Parties.
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9. The following subsection (x) shall be added to Appendix A, Section 1(E):

Reserve obligations associated with the generation in the District's Balancing

Authority. Sufficient reserves must be provided to meet the applicable

WECC/NERC reliability standards, Disri•ict Business Practices and District Slice

Operating Instructions.

10. All other terms and conditions set forth in the Contract shall continue to be

binding on the Parties.

11. Each of the individuals executing this Second Amendment warrant that they are

the authorized signatory of the entity for which they are signing and have sufficient corporate

authority to execute this Amendment.

PUBLIC UTILITY DISTRICT NO. 1 OF
CHELAN COUNTY

By:
Title: en ral nager
Date: l b~2// ~j!

AVISTA CORPORATION

gy; 1(i

Title: ason irks on

Date: v , e~or nergy unces
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COLLATERAL ANNEX
to the

CONTRACTS) FOR SALE OF OUTPUT FROM

THE ROCKY REACH PROJECT AND ROCK ISLAND PROJECT AND THE

CONTRACT FOR SALE OF OUTPUT FROM THE ROCKY REACH PROJECT AND
CHELAN POWER SYSTEM

This Collateral Annex together with the Cover Sheet Elections (collectively, the

"Collateral Annex"), between Public Utility District No. 1 of Chelan County, Washington

("Party A") and Avista Corporation ("Party B") (each a "Party" and, collectively, the "Panties"),

is given to provide credit assurances to secure each Party's Obligations under the Agreements, as

each term is defined below.

This Collateral Annex shall be effective as of October 2, 2014 ("the Effective Date") and

supersedes the Collateral Annex between the Parties signed September 24, 2010.

The Obligations of each Party to the other Party under the Agreements sha11 be secured in

accordance with the provisions of this Collateral Annex, which sets forth the conditions under

which a Party will be required to deliver Performance Assurance and the conditions under which

a Party will be required to release and retain Performance Assurance. To the extent there are any

inconsistencies between the terms and conditions of the Agreements and this Collateral Annex,

this Collateral Annex shall prevail. To the extent there are any inconsistencies between the terms

and conditions of this Collateral Annex, excluding the Cover Sheet Elections, and the Cover

Sheet Elections, the Cover Sheet Elections shall prevail.

1. Definitions.

For purposes of this Collateral Annex, the following terms have the meanings set forth

below or in the provisions referred to below:

"Agreements" means, collectively, all Slice Contracts between the Parties. The term

"Slice Contracts" is defined in the Contract for Sale of Output from the Rocky Reach Project and

the Rock Island Project.

"Beneficiary Party" means, at any time, the Party entitled to receive, or that has received

and is the beneficiary of, Performance Assurance provided by, or on behalf of, the Posting Party.

"Business Dav" means any day other than a Saturday or Sunday or a national (United

States or Canadian, whichever is applicable) holiday. United States holidays shall be holidays

observed by Federal Reserve member banks in New York City. Where both Party A and Party B

have their principal place of business in the United States, Canadian holidays shall not apply. In

situations where one Party has its principal place of business within the United States and the

other Party's principal place of business is within Canada, both United States and Canadian

holidays shall apply. A Business Day shall open at 8:00 a.m. and close at 5:00 p.m. Pacific

prevailing time ("PPT").
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"Collateral Requirement" has the meaning stated in Section 4(c) of this Collateral Annex.

"Collateral Threshold" means, with respect to a Party, the collateral threshold, if any, set

forth in Part I of the Cover Sheet Elections for that Party, or if no amount is set for such Party,

such amount shall be zero (0).

"Contract for Sale of Output from the Rockv Reach Project and the Rock Island Proiect"

means any Contact for Sale of Output from the Rocky Reach Project and the Rock Island

Project between Party A and Party B, including all amendments and annexes thereto agreed to

between the parties.

"Credit Rating" means, with respect to an entity but including, as applicable, a Party or

its Guarantor, as the case may be, on any date of determination: (a) the rating then assigned to

such entity's (i) unsecured debt (such debt not supported by third-party credit enhancement) or

(ii) if such rating in clause (i) is unavailable, its corporate credit rating, in each case as issued by

Standard & Poor's ("S&P"), Moody's Investors Sei~vice ("Moody's"), or Fitch, Inc. ("Fitch") or

other rating agency or agencies to which the Parties may agree in writing, or (b) other such rating

to which the Parties may agree in writing, and as further defined or described by the Parties in

the Cover Sheet Elections.

"Dealer" means any entity that would qualify as a "Dealer" under Section 4 of the WSPP

Agreement, and any leading broker or dealer engaged on a national level in the purchase, sale or

exchange of energy, capacity or related rights on NYMEX or related exchanges, including

forward purchase agreements, futures agreements and derivative products related thereto, except

that no Party or any parent, subsidiary, or other affiliate of a Party shall be a Dealer for purposes

of this Collateral Annex.

"Deliver" or "Delivered" or related terns means with respect to any Letter of Credit, the

physical delivery thereof by the issuing bank to the Beneficiary Pu-ty. Any Delivery required to

be made on a day that is not a Business Day shall instead be required to be made on the first

following Business Day.

"Demand Notice" has the meaning given in Section 4(a) hereof.

"Defaulting Party" means a Parry who has experienced an event of default as described in

the Slice Contracts.

"Early Termination" means a tei~nination of any Slice Contracts, as the case may be, due

to an Event of Default.

"Event of Default" has the meaning stated in Section 15 of any Slice Contract, as

modified by Section 3 of this Collateral Annex.

"Guarantor" has the meaning stated in Section 4.7e of the WSPP Agreement and shall

also include any entity identified in Part I of the Cover Sheet Elections.

Collateral Annex



ERM Report
Month of October 2014

Page 59 of 85

"Independent Amount" means that amount required in Pant IV of the Cover Sheet

Elections. The Independent Amount is an additional credit support amount, in the form of (i) a

Letter of Credit, or (ii) other security in form and subject to terms and conditions that are

acceptable to the Beneficiary Party in its sole and absolute discretion, that is required

independent of any Collateral Requirement or Excess Performance Assurance calculated under

Sections 4 and 5.

"LC Issuer" means (a) an entity organized under the laws of the United States of America

or any state thereof, or a domestic branch of a foreign entity, having capital and surplus of at

least one billion dollars ($1,000,000,000) and having a Credit Rating from any two of the

following three rating agencies of at least (i) "AA-" by Standard and Poors Ratings Group, a

division of McGraw-Hill, Inc, ("S&P"), (ii) "Aa3" by Moody's Investors Services, Inc.

("Moody's"), and (iii) "AA-" by Fitch Ratings, or (b) any other entity to which the Parties agree

in the Cover Sheet Elections or otherwise in writing, provided, that the Parties may agree to

another definition of LC Issuer in Part VIII of the Cover Sheet Elections or otherwise in writing,

which other definition shall supersede the foregoing. The Beneficiary Party may reject an LC

Issuer that conforms to the requirements in (a) or (b) above if in the Beneficiary Party's sole

discretion acceptance of additional credit from the applicable LC Issuer would be an

unacceptable credit risk due to other commitments it has accepted from such LC Issuer.

"Letter of Credit" means an iiievocable, non-transferable, standby letter of credit, issued

by a LC Issuer in a foam consistent with the Parries' agreements stated in Part VIII of the Cover

Sheet Elections and which Letter of Credit is otherwise reasonably acceptable to the Beneficiary

Party.

"Letter of Credit Default" means with respect to an outstanding Letter of Credit and prior

to the time such Letter of Credit is required to be canceled or returned to a Parly in accordance

with the terms of this Collateral Annex, the occurrence of any of the following events: (a) the

issuer of the Letter of Credit has failed to satisfy the criteria of a LC Issuer under this Collateral

Annex, the Cover Sheet Elections, or other Agreements of the Parties, as applicable; (b) the LC

Issuer has failed to comply with or perform its obligations under such Letter of Credit, including,

but not limited to a failure to comply with a request to draw thereon in accordance with its terms;

(c) the LC Issuer has disaffirmed, disclaimed, repudiated or rejected, in whole or in part, or

challenged the validity of, such Letter of Credit; (d) such Letter of Credit has expired or

tei7ninated, has become unenforceable, or has failed or ceased to be in full force and effect at any

time during tyre term of any transaction under the Agreements for which Performance Assurance

is required to be kept in full force and effect hereunder, in any such case without replacement

within three (3) Business Days following the date such Letter of Credit expired, terminated, has

become unenforceable, or failed or ceased to be in full force and effect; (e) the LC Issuer has

initiated or become subject to, or any other party has initiated against LC Issuer (i) a bankruptcy,

reorganization, moratorium, liquidation, receivership or similar insolvency proceeding under

federal or state law, (ii) a similar proceeding for relief under any federal or state bankruptcy or

insolvency law affecting creditor's rights, or (iii) a proceeding to liquidate or wind-up the

business or affairs of the LC Issuer; (~ the LC Issuer makes an assignment for the benefit of

creditors; or (g) the LC Issuer admits in writing its inability to pay its debts generally as they

become due.
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"Material Adverse Change" has the meaning stated, for the applicable Party, in Pant II of

the Cover Sheet Elections.

"Minimum Transfer Amount" means, with respect to a Party, the amount set forth in Part

V of the Cover Sheet Elections for such Party, or if no amount is filled in for such Party, such

amount shall be zero (0).

"Obli actions" means, with respect to a Posting Party (a) all debts, liabilities and amounts

due or that may become due from the Posting Parry to the Beneficiary Party pursuant to (i) the

Agreements, (ii) this Collateral Annex, (iii} any Seciu7ty Agreement, and (iv) any other

documents, instnunents or agreements executed in connection therewith; and (b) all amounts

owed under any modifications, renewals or extensions of the foregoing.

"P~" and "Parties" have the respective meanings stated in the introductory paragraph

of this Collateral Annex.

"Performance Assurance" means collateral in the form of (i) a Letter of Credit, or (ii)

other security in form and subject to terms and conditions that are acceptable to the Beneficiary

Party in its sole and absolute discretion. Performance Assurance shall include any Independent

Amount as required in Part IV of the Cover Sheet Elections, except for purposes of calculating

the Collateral Requirement in Section 4(c) and the Excess Performance Assurance in Section

5(a).

"Posting Deadline" has the meaning given in Part VII of the Cover Sheet Elections.

"Posting Party" means, at any time, the Party required to post, or that has posted,

Performance Assurance to, or for the benefit of, the Beneficiary Parly.

"Potential Event of Default" means an event which, (a) with the giving of notice required

under the respective Agreement, if any is required, or (b) the failure to remedy or cure under

such Agreements, if remedy or cure is permitted, or both (a) and (b), would be an Event of

Default.

"Reduction Deadline" has the meaning given in Part VII of the Cover Sheet Elections.

"Replacement Letter of Credit" has the meaning given in Section 6(a) hereof.

"Rounding Amount" means, with respect to a Party, the amount, set forth in Part VI of

the Cover Sheet Elections for such Party, or if no amount is filled in for such Party, such amount

shall be zero (0).

"Seciu-itX Agreement" means a Security Agreement, which may be in the form attached

hereto, applicable to Performance Assurance in a form other than Letter of Credit.

"Slice Collateral Component" means the amount determined in accordance with the

methodology set forth in Appendix A to this Collateral Annex, including amounts due for

rendered performance by Party A to Party B under all Slice Contracts, whether or not invoiced or
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due. As calculated under Appendix A, the Slice Collateral Component as of any calculation date

may either be in favor of Party A or Party B.

"Termination Date" means the date thirty (30) days after either Party provides written
notice of termination of the Collateral Annex to the other Party. In no case will the Termination

Date precede the date on which the Beneficiary Party shall have received full and final payment
of all of the Obligations. If the Beneficiary Party has not received full and final payment of all

Obligations at the time notice of termination is provided, then the Termination Date will be the
date that all Obligations are paid in full.

"Value" on any date means: with respect to any Letter of Credit, the maximum stated
amount remaining available to be drawn by the Beneficiary Party thereunder on such date;
provided, however, that (x) the Value of a Letter of Credit that is affected by a Letter of Credit
Default shall be zero (-0-} and (y) the Value of any Letter of Credit that expires less than twenty
(20) Business Days from the date of calculation shall be zero (-0-) unless the conditions

described in Section 6(a) hereof have been satisfied.

"UCC" means the Uniform Commercial Code as in effect from time to time in the State

of Washington, without regard to the conflicts of laws rules thereof, except to the extent that the

perfection, the effect of perfection or nonperfection and the priority of the security interest

granted hereunder, or remedies hereunder, are governed by the law of any jurisdiction other than

the State of Washington, the term UCC shall mean the Uniform Commercial Code of such other

jurisdiction as necessary to give complete effect to this Collateral Annex.

"WSPP A~r~eement" means the WSPP Agreement, including Service Schedules, and

Exhibits attached, the Master Confirmation Agreement to the WSPP Agreement executed by the

Parties on the same date as the Slice Contract, any amendments and annexes thereto agreed to

between the Parties, and all Transactions evidenced by confirmations between the Parties entered

into or conducted thereunder. The numbering of sections contained herein correspond to the

WSPP Agreement effective as of October 1, 2009 and any renumbering of the sections shall not

effect the terms of this Collateral Annex.

2. Encumbrance; Grant of Security Interest.

(a) As security for the prompt and complete payment of all amounts due or that may
now or hereafter become due from a Party to the other Party and the performance

by a Party of all covenants and obligations to be performed by it pursuant to this
Collateral Annex, the Agreements and a110bligations, each Party hereby pledges,

assigns, conveys and transfers to the other Party, and hereby grants to the other

Party a present and continuing security interest in and to, and a general first lien

upon and right of set off against, all Performance Assurance that has been or may
in the future be Delivered to, or received by, the other Panty, Each Panty agrees to

take such action as the other Party reasonably requests in order to perfect the other

Party's continuing security interest, and lien on (and right of setoff against), such
Performance Assurance,
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(b) The security interest created hereunder shall (i) remain in full force and effect

until the security interest granted hereby is terminated in accordance with the

second sentence of this Section 2(b), (ii) be binding upon the Posting Party, its

successors and assigns and (iii) inure to the benefit of the Beneficiary Party and

its successors, transferees and assigns. On the Termination Date with respect to

each applicable Posting Party, the security interest granted hereunder shall

terminate and all rights to the Performance Assurance that may then remain shall

revert to the Posting Party. Upon such termination, the Beneficiary Party shall

return all Performance Assurance in its possession or otherwise under its control

to the Posting Party pursuant to Section 5(c) of this Collateral Annex and, at the

Posting Party's expense, execute and deliver to the Posting Party such documents

as the Posting Party shall reasonably request to evidence termination of the

security interest,

(c) The security interest created hereunder is in addition to, and not in lieu of, any

and all remedies that may be available under the Agreements.

(d) In the event a Party claims in any judicial proceeding that the grant set forth in

Section 2(a) of this Collateral Annex is ineffective and fails to prevail on the

claim, then that Party shall pay the other Party's reasonable attorneys fees

incurred in defending against the claim.

3, Additional Events of Default.

The following events are added as an additional Event of Default under applicable

sections of the Agreements and are incorporated therein for all purposes under this

Collateral Annex:

(a) A Party fails to establish, maintain, transfer or extend Performance Assurance, or

return Excess Performance Assurance, in any such case when required pursuant to

the Parties' Collateral Annex.

(b) An event of default, however defined, under any Agreementthereunder shall be an

event of default under the other Agreements and under this Collateral Annex.

4. Collateral Requirement.

(a) From tune to time, on any Business Day prior to 7:00 a.m. PPT, but no more than

once daily, the Beneficiary Party may demand by notice (each a "Demand

Notice") that the Posring Party transfer Performance Assurance to or for the

benefit of the Beneficiary Party, in an amount no less than the Collateral

Requirement, provided that both conditions (i) and (ii) of this Section 4(a) are

satisfied.
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(i) No Event of Default has occurred and is continuing where the Beneficiary

Party is the Defaulting Party and no Potential Event of Default exists where

the Beneficiary Party is the potentially Defaulting Party;

(ii) No Early Termination has occurred or been designated with respect to such

Beneficiary Party as the defaulting party.

(b) After receiving a Demand Notice from the Beneficiary Party pursuant to Section

4(a) of this Collateral Annex, but subject to the netting requirements in Section

5(b) of this Collateral Annex, the Posting Party shall, by the Posting Deadline,

Deliver, or cause to be Delivered to the Beneficiary Party, Performance

Assurance to, or for the benefit of, the Beneficiary Party, in an amount no less

than the Collateral Requirement as defined in Section 4(c) of this Collateral

Annex, provided, however, that a Posting Party shall not have an obligation to

transfer Perfoi~rnance Assurance until the Collateral Requirement exceeds the

Minimum Transfer Amount, at which time the Posting Party shall transfer the

entire amount of the Collateral Requirement to the Beneficiary Party.

(c) The "Collateral Requirement" is the amount calculated, as of the date of the

Demand Notice, rounded up to the nearest integral multiple of the Rounding

Amount, which is equal to (x) less (y), but no less than zero, where:

(x) is the net of

(i) any Slice Collateral Component

{ii) any further and additional amounts due for rendered

performance by either Party A or Party B under any Slice

Contract whether or not invoiced or due, and

(y) is the sum of

(i) the Value of Performance Assurance, excluding the

Independent Amount previously provided by or otherwise

credited to the Posting Party for the benefit of the

Beneficiary Party and not released as of the time the

Beneficiary Party made the demand l~us

(ii) the Collateral Threshold then applicable to the Posting

Party.

(d) Any Letter of Credit shall be delivered to such address as the Beneficiary Party

shall specify.
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(e) Party A shall serve as calculation agent for purposes of calculating Collateral

Requirement, the amount of Performance Assurance to be posted, and the amount

of any Excess Performance Assurance. Calculations shall be performed daily and

communicated to Party B by 7:00 a.m. PPT. All such calculations shall be

deemed conclusive, final and binding on the parties absent manifest error.

5. Reduction, Return, and Substitution of Performance Assurance.

(a) Reduction of Performance Assurance. From time to time, on any Business Day

prior to 8:00 a.m. PPT but no more than once daily, a Posting Party may demand

that the Beneficiary Party reduce Performance Assurance in an amount equal to

the Excess Performance Assurance as defined in this Section, provided, that the

Posting Party shall not have any right to demand such reduction if on or prior to

such Business Day, an Event of Default has occurred and is continuing where the

Posting Party is the Defaulting Party, a Potential Event of Default exists where the

Posting Party is the potentially Defaulting Parry, or an Early Termination has

occurred or been designated with respect to such Posting Party for which the

Posting Party has not satisfied its Obligations. The Beneficiary Party shall

comply with the demand by reducing the amounts) of outstanding Letters) of

Credit the Posting Party previously posted, provided, however, that a Beneficiary

Party shall not have an obligation to transfer or cause the transfer of Excess

Performance Assurance until the Excess Performance Assurance exceeds the

Minimum Transfer Amount, at which time the Beneficiary Party shall transfer the

entire amount of the Excess Performance Assurance to the Posting Party. The

Posting Party shall have the right to specify such means of compliance. If Excess

Performance Assurance is returned by reducing the face amount of an outstanding

Letter of Credit and the LC Issuer requires that the reduction be implemented

through a cancellation of the existing Letter of Credit and the issuance of a new

Letter of Credit with a reduced face amount, then (1) the Posting Parly shall have

delivered a new Letter of Credit to the Beneficiary Party in a form reasonably

acceptable to the Beneficiary Party and in an amount not less than the then-

current Collateral Requirement, and (2) in the event that an Event of Default

occurs, as to which the Posting Party is the defaulting Party, between the

Reduction Deadline and the date on which the new Letter of Credit is executed

and delivered to the Beneficiary Party, the Beneficiary Pa~~ty shall be entitled to

draw from the existing Letter of Credit only an amount up to but not exceeding

the then-current Collateral Requirement. The cost and expense of compliance

(including, but not limited to, the reasonable costs, expenses, and attorneys' fees

of the Beneficiary Party and, if applicable, the LC Issuer) shall be the sole

obligation of, and paid directly by, the Posting Party. If the Beneficiary Party

pays any such cost or expense, the Posting Party shall reimburse the Beneficiary

Party for each such cost and expense promptly following a demand for

reimbursement. The Beneficiary Party shall comply with the demand on or

before the Reduction Deadline.

Collateral Annex



ERM Report
Month of October 2014

Page 65 of 85

"Excess Performance Assurance" is an amount, calculated as of the date of the

demand and rounded down to the nearest integral multiple of the Rounding

Amount, which is equal to (x) less (y), but no less than zero, where:

(x) is the sum of

(i) the Value of Performance Assurance excluding the
Independent Amount previously provided by or credited to
the Posting Party for the benefit of the Beneficiary Party

and not released as of the time the Posting Party made the

demand, plus

(ii) the Collateral Threshold applicable to the Posting Party.

(y) is the net sum of

(i) any Slice Collateral Component

(ii) any further and additional amounts due for rendered
performance by either Party A or Party B under any Slice

Contract, whether or not invoiced or due.

(b) Netting. The foregoing notwithstanding, Party B's obligations to Deliver

Performance Assurance under Section 4 of this Collateral Annex, and Party A's

obligations to release and return Performance Assurance under Section 5, at any

time shall be determined on a net basis.

(c) Return of All Performance Assurance. No later than one (1) Business Day after

the last to occur of (i) the Terniination Date, and (ii) (A) completion of all

outstanding transactions between the Parties under the Agreements or (B) if all

such outstanding transactions have not been completed, then payment by the

Posting Party of all amounts due to the Beneficiary Party under the Agreements

with respect to uncompleted transactions, the Beneficiary Party shall return all

outstanding Performance Assurance and the Independent Amount to the Posting

Party less any amounts applied to the satisfaction of any of the Posting Party's

Obligations.

(d) Substitution of Performance Assurance. Unless (i) an Event of Default has

occurred and is continuing where the Posting Parly is the Defaulting Party, (ii) a

Potential Event of Default exists where the Posting Party is the potentially

Defaulting Party, or (iii) an Early Termination has occiu~red or been designated

with respect to the Posting Party pursuant to which the Posting Party has not

satisfied all Obligations, the Posting Party may substitute Performance Assurance

for existing Performance Assurance of equal value. The Posting Party must give
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notice of the substitution to the Beneficiary Party two (2) Business Days before

the substitution is intended to occur no later than 2:00 p.m. PPT. The notice must

include a draft of the substitute Letter of Credit. The Posting Party may affect the

substitution no earlier than two (2), and no later than five (5), Business Days after

giving such notice. If the substitute Performance Assurance is not a Letter of

Credit (in form consistent with this Collateral Annex), the substitution shall not be

made unless the Beneficiary Party consents in writing thereto. No later than one

Business Day after the Beneficiary Panty receives substitute Performance

Assurance in accordance with this Section, the Beneficiary Party shall transfer the

Performance Assurance that has been replaced to the Posting Party.

Notwithstanding anything herein to the contrary, no such substitution shall be

permitted unless after giving effect to such substitution, the value of such

substitute Performance Assurance shall equal the greater of the Posting Party's

Collateral Requirement or the Posting Party's Minimum Transfer Amount. The

substituted Performance Assurance shall be subject to and governed by the terms

and conditions of this Collateral Annex.

6. Administration of Performance Assurance.

(a) Letters of Credit. Performance Assurance provided in the foi~n of a Letter of

Credit shall be subject to the following provisions, provided, that nothing in this

Section 6(a) is intended to modify any terms and conditions contained in any

Letter of Credit that apply to draws thereon and it is recognized that the Parties

may agree to additional terms and conditions not stated herein.

(i) The Posting Party shall maintain for the benefit of the Beneficiary Party

any Letter of Credit provided as Performance Assurance in accordance

with Section 4 of this Collateral Annex. The Posting Party shall (a) renew

or cause the renewal of each outstanding Letter of Credit not less than

forty-five (45) days prior to its expiration in accordance with the terms

contained in the applicable Letter of Credit (the "Extension Deadline"),

(6) if the LC Issuer has indicated its intent not to renew such Letter of

Credit, provide a replacement Letter of Credit issued. by a LC Issuer in the

same face amount and on substantially the same terms as the outstanding

Letter of Credit (each, a "Replacement Letter o Credit"), at least forty-

five (45) days prior to the expiration of the applicable Letter of Credit, and

(c) if the LC Issuer shall fail to honor the Beneficiary Party's request to

draw on an outstanding Letter of Credit in accordance with the terms

thereof, provide for the benefit of the Beneficiary Party a Replacement

Letter of Credit within one (1) Business Day after such refusal, provided,

that, as a result of the Posting Party's failure to perform in accordance

with (a), (b), or (c) above, the Posting Party's Collateral Requirement

would be greater than zero. The foregoing notwithstanding, the

Beneficiary Party may reject a Replacement Letter of Credit that conforms

to the requirements of this Section if in the Beneficiary Party's sole

discretion acceptance of additional credit fiom the applicable LC Issuer

would be an unacceptable credit risk due to other commitments it had
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accepted from such LC Issuer, provided, that in the event of such

rejection, the Beneficiary Party shall pay any excess costs incurred by the

Posting Party in obtaining a Replacement Letter of Credit from a different

LC Issuer. Rejection of a Replacement Letter of Credit under the

immediately prior sentence shall not relieve a Posting Party of its

obligations to maintain adequate Performance Assurance at all times under

this Collateral Annex.

(ii) Upon the occurrence of a Letter of Credit Default, the Posting Party shall

deliver to the Beneficiary Party a Replacement Letter of Credit on or

before the first Business Day after the occurrence thereof (or the fifth (5th)

Business Day after the occurrence thereof if only clause (a) under the

definition of Letter of Credit Default applies), in such amounts that on the

day such Replacement Letter of Credit is provided the Collateral

Requirement is zero.

(iii) In the specific circumstance where (1) a Letter of Credit Default has

occurred and is continuing (e.g, because the issuer thereof is no longer a

LC Issuer or such Letter of Credit is scheduled to terminate or expire in

less than forty-five (45) days), and (2) the Posting Party has not Delivered

additional Performance Assurance or a Replacement Letter of Credit as

required hereunder, the Beneficiary Party shall be entitled to draw in

whole or part on the related Letter of Credit, and the proceeds of such

draw shall be held as Performance Assurance hereunder in accordance

with the terms and conditions of this Agreement.

(iv) Upon or at any time after the occurrence of an Event of Default that is

continuing where the Posting Party is the Defaulting Party, or if an Early

Termination has occurred or been designated with respect to the Posting

Party pursuant to which the Posting Party has not satisfied all of its

Obligations, then the Beneficiary Party may draw on the entire, undrawn

portion of any outstanding Letter of Credit in accordance with its terms.

Notwithstanding the Beneficiary Party's receipt of Cash under the Letter

of Credit, the Posting Party shall remain liable for any failure to transfer

sufficient Performance Assurance and for any Obligations owing to the

Beneficiary Party and remaining unpaid after the application of the

amounts so drawn by the Beneficiary Party.

(v) In all cases, the costs and expenses (including but not limited to the

reasonable costs, expenses, and attorneys' fees of the Beneficiary Party) of

establishing, renewing, substituting, reissuing, canceling, reducing and

increasing the face amount of (as the case may be) a Letter of Credit sha11

be paid by the Posting Party, or if paid by the Beneficiary Party, promptly

reimbursed by the Posting Party following the Beneficiary Party's demand

for reimbursement.
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(b} Performance Assurance in Foi~rns Other than Letters of Credit. The Parties may

by written agreement agree that a Party may provide Performance Assurance in

forms other than Letters of Credit, and may agree to additional terms and
conditions respecting such Performance Assurance.

(c) Care of Performance Assurance. Except for duties to comply with all

requirements concerning Performance Assurance stated herein, the Beneficiary

Party shall have no duty as to any Performance Assurance in its possession or

control or any income thereon or as to the preservation of rights against prior

parties or any other rights pertaining thereto. The Beneficiary Party, shall at all

times retain possession or control of Performance Assurance delivered to it. To

the extent if any. that this Section 6(c) is inconsistent with UCC § 9-207, this

Section 6(c) shall control.

7. Bene~ciary Partv's Exercise of Rights Concerning Performance Assurance.

(a) In the event that (x) an Event of Default has occurred and is continuing where the

Posting Party is the Defaulting Party or (y) an Early Termination has occurred or

been designated under the Agreements or in respect of any hansaction thereunder

for which the Posting Party has not satisfied all of its Obligations, the Beneficiary

Party may exercise any one or more of the rights and remedies provided under the

applicable Agreement, under this Collateral Annex or as otherwise may be

available under applicable law. Without limiting the foregoing, if at any time (x)

or (y) has occurred, then the Beneficiary Party may, in its sole discretion, declare

all Obligations immediately due and payable without presentment, demand,

notice, protest or other formalities of any kind (all of which are hereby expressly

waived by the Posting Party) and exercise any one or more of the following rights

and remedies:

(i) All rights and remedies available to the Beneficiary Party under UCC

Article 9 or the uniform commercial code of any jurisdiction in which the
Performance Assurance is being held and any other applicable jurisdiction

and other applicable laws with respect to the preservation of or foreclosure

upon collateral.

(ii) The right to set off any Performance Assurance held by or for the benefit

of the Beneficiary Paxty against and in satisfaction of any amount payable

by the Posting Parry in respect of any of its Obligations.

(iii) The right to draw the full undrawn face amount of each outstanding Letter

of Credit issued for its benefit to the extent necessary to satisfy the
Obligations of the Posting Party.

(iv) The right to liquidate any Performance Assurance held by or for the

benefit of the Beneficiary Panty, free from any claim or right of any nature
whatsoever of the Posting Party, and to apply the proceeds received
following the exercise of the rights and remedies set forth above as
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follows (A) first, to the payment of (1) all costs and expenses relating to

the sale of any Performance Assurance and collection of amounts owing

hereunder, including reasonable attorneys' fees and disbursements and the

just compensation of the Beneficiary Party for services rendered in

connection therewith or in connection with any proceeding to sell if a sale

is not completed, and (2) all charges, expenses and advances incurred or

made by the Beneficiary Party in order to protect the lien provided under

this Collateral Annex; (B) second, to the payment in full of all of the

Obligations owed to the Beneficiary Party hereunder and under the

Agreements in such order as the Beneficiary Party may elect; and (C)

third, the balance, if any, shall be paid to the Posting Party.

(b) The Posting Party hereby irrevocably constitutes and appoints the Beneficiary

Party and any officer or agent thereof, with full power of substitution, as the

Posting Party's true and lawful attorney-in-fact (which appointment shall be

coupled with an interest) with full irrevocable power and authority to act in the

name, place and stead of the Posting Party or in the Beneficiary Party's own

name, from dme to time in the Beneficiary Party's discretion, solely for the

purpose of taking any and all action and executing and delivering any and all

documents or instruments which may be necessary or desirable to accomplish the

purposes of Section 7(a). Notwithstanding the foregoing, the Beneficiary Party

shall not be obligated to exercise any right or duty as attorney-in-fact, and shall

have no duties to the Posting party in connection therewith.

(c) The Posting Party shall in all events remain liable to the Beneficiary Party for any

amount payable by the Posting Party in respect of any of its Obligations

remaining Unpaid after any such liquidation, application and set off and the

Beneficiary Party shall have the right to proceed against the Posting Party for any

such deficiency.

8. Posting Partv's Exercise of Rights Concerning Performance Assurance.

If at any time (a) an Event of Default has occurred and is continuing where the

Beneficiary Party is the Defaulting Party, or (b) an Early Termination has occurred or

been designated under the Agreements or with respect to any transactions thereunder for

which the Beneficiary Party has not satisfied all of its Obligations, then:

(i) within three (3) Business Days of occurrence, the Beneficiary Party will

be obligated to transfer all Performance Assurance (including any Letter of

Credit) in excess of the Posting Panty's Obligations to the Beneficiary Party, to

the Posting Party;

(ii) the Posting Party may do any one or more of the following: (a) exercise

any of the rights and remedies of a pledgor with respect to the Performance

Assurance, including any such rights and remedies under law then in effect; (b) to

the extent that Perfoi~nance Assurance is not hansferred to the Posting Party as

required in (i) above, setoff amounts payable to the Beneficiary Party against the
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Perfoxtnance Assurance (other than Letters of Credit) held by the Beneficiary

Party or to the extent its rights to setoff are not exercised, withhold payment of

any remaining amounts payable by the Posting Party, up to the value of any

Performance Assurance that has not been so transferred, until the Performance

Assurance is transferred to the Posting Party; (c) exercise rights and remedies

available to the Posting Party under the terms of any Letter of Credit; and (d)

exercise any applicable rights and remedies available to the Posting Party under

the Agreements; and

(iii) the Beneficiary Party shall be prohibited from drawing on any Letter of

Credit that has been posted by the Posting Party for its benefit in excess of the

Posting Party's Obligations to the Beneficiary Party under the Agreements and

hereunder.

9. Covenants; Representations and Warranties; Miscellaneous.

(a) The Posting Party will execute and deliver to the Beneficiary Party (and to the

extent permitted by applicable law, the Posting Party hereby authorizes the

Beneficiary Party to execute and deliver, in the name of the Posting Party or

otherwise) such financing statements, assignments and other documents and do

such other things relating to the Performance Assurance and the security interest

granted under this Collateral Annex including any action the Beneficiary Party

may deem necessary or appropriate to perfect or maintain perfection of its

security interest in the Performance Assurance, and the Posting Party sha11 pay all

costs relating to its delivery of Performance Assurance and the maintenance and

perfection of the security interest therein.

(b) On each day on which Performance Assurance is held under this Collateral Annex

by the Beneficiary Party, the Posting Party hereby represents and warrants that:

(i) the Posting Party has good and marketable title to and is the sole owner of

such Performance Assurance, and the execution, delivery and performance

of the covenants and agreements of this Collateral Annex, do not result in

the creation or imposition of any lien or security interest upon any of its

assets or properties, including, without limitation, the Performance

Assurance, other than the security interests and liens created under the

Agreements and this Collateral Annex;

(ii) upon the transfer of Performance Assurance by the Posting Party to the

Beneficiary Party for the benefit of the Beneficiary Party, the Beneficiary

Party shall have a valid and perfected first priority continuing security

interest therein, free of any liens, security interests, claims or

encumbrances, except those liens, security interests, claims or

encumbrances arising by operation of law that are given priority over a

perfected security interest;
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(iii) it is not and will not become a Party to or otherwise be bound by any

agreement, other than the Agreements and this Collateral Annex, or

amendments thereto, which restricts in any manner the rights of any

present or future holder of any of the Performance Assurance with respect

hereto; and

(iv) No approval or authorization by, and no filing with or consent of, any

federal, state, local, municipal or other government agency, department or

regulatory authority is required either (A) for the grant by the Posting

Party of the liens granted hereby or for the execution, delivery or

performance of this Collateral Annex by the Posting Party or (B) for the

perfection (except for filing of any financing statements in the

jurisdictions identified in writing by the Posting Party) of the liens created

hereby or the exercise by the Beneficiary Party of the rights and remedies

hereunder.

(c) This Collateral Annex has been and is made solely for the benefit of the Parties

and their permitted successors and assigns, and no other person, parhiership,

association, corporation, or other entity shall acquire or have any right thereunder

or by virtue of this Collateral Annex.

(d) Each Party represents and warrants to the other Party that (i) it has all requisite

power and authority to execute and deliver this Collateral Annex, to consummate

the transactions contemplated hereby and to perform its respective obligations

hereunder; (ii) it has taken all necessary action to authorize the execution,

delivery and performance of this Collateral Annex and (iii) this Collateral Amiex

has been duly executed and delivered and, when executed and delivered by the

other Parry, will constitute the legal, valid and binding obligation of such Party

enforceable against it in accordance with its terms except as such enforcement

may be limited by bankruptcy, insolvency, moratorium or similar laws affecting

the rights of creditors generally or by general equitable principles (regardless of

whether enforcement is sought in a proceeding in equity or at law).

(e) As of the date a Party executes this Collateral Annex, the Cover Sheet Elections,

or SecuriTy Agreement, or any amendment thereto, such Party is a member in

good standing of the WSPP, Inc, or has signed a WSPP Agreement.

(fl In the event litigation is commenced by either Party to enforce this Collateral

Annex or collect any amounts required to be paid, provided or transferred

hereunder, each Party agrees to pay the other Party for all reasonable attorneys'

fees, disbursements, and court costs incwred by the prevailing Party in such

litigation.

(g) No delay or forbearance by any Party or its agents in exercising any right, power,

privilege, or remedy accruing to such Party upon the occurrence of any breach or

default by the other Party under this Collateral Annex, and no course of dealing
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between the Parties, shall impair any such right, power or remedy of the non-

defaulting Party, nor shall it be construed to be a waiver of any such breach or
default, or an acquiescence therein, or of any similar breach or default thereafter
occurring, nor shall any waiver of any single breach or default be deemed a
waiver of any other breach or default theretofore or thereafter occurring. Any
waiver, permit, consent or approval of any kind or character on the part of a Party
of any such breach or default under this Collateral Annex, or any waiver on the

part of any non-defaulting Party hereto of any provision or condition of this
Collateral Annex, must be in wilting or electronic mail and shall be effective only
to the extent specifically set forth in such communication. This Collateral Annex
may be amended only by a document executed by the Parties.

(h) Each demand, notice, consent, agreement, approval or other communication
required or permitted to be given from one Party to the other Party under this
Collateral Annex shall be provided in writing (unless expressly provided
otherwise) and shall be submitted by recognized overnight courier service or

telefacsimile addressed to the recipient Party at its address or telefacsimile
number set forth in Part IX of the Cover Sheet Elections or as changed by notice

to the other Party. Email communications shall be permitted for all purposes of
this Collateral Annex, except as provided below, to the extent and following the

protocols, set forth in the Cover Sheet Elections. All such notices, requests,

demands, approvals and other communications shall be deemed to have been duly

given, received and effective when: (a) received if personally delivered; (b) on the

day transmitted (unless transmitted after 2:00 p.m. PPT at the place of receipt or

on a day that is not a Business Day, in which case it shall be deemed received on

the next Business Day), if transmitted by facsimile transmission and the sender's
facsimile machine has received the correct answerback of the addressee and
confirmation of uninterrupted transmission by a lxansmission report or the

recipient confirming by telephone to sender that he has received the facsimile
message; (c) the day unmediately following the day it is sent, if sent for next day
delivery to a domestic address by anationally-recognized overnight courier or
delivery service; (d) on the day of receipt, if sent by certified or registered mail,
return receipt requested; and (e) on the date actually received, if sent or delivered

by any other means; provided, that any notice, demand, request or other
communication made or delivered in connection with an alleged breach or default

hereunder (including an Event of Default) shall only be delivered personally or by

a nationally-recognized overnight courier or delivery service. Whenever this

Collateral Annex provides that a demand, notice, consent, agreement, approval or

other communication shall be provided in "writing" or shall be provided in
"written" form, such demand, notice, consent, agreement, approval or other
communication shall only be effective hereunder if provided by a manually

signed original, photocopy or telefacsimile copy from the Party or Parties to be
bound thereby.

(i) The headings in this Collateral Annex are for convenience of reference only, and
shall not affect the meaning or construction of any provision thereof.
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(j) This Collateral Annex shall be governed by, and construed and interpreted in

accordance with, the laws of the State of Washington except to the extent that the

perfection, the effect of perfection or nonperfection and the priority of the security

interest granted hereunder, or remedies hereunder, are governed by provisions of

the UCC, including but not limited to UCC §§ 9-104, 9-301, 9-303, 9-304, 9-305,

9-306 and 9-307, that may call for the application of the laws of jurisdictions

other than the State of Washington.

(k) This Collateral Annex may be executed in one or more counterparts, all of which,

when taken together, shall constitute one and the same instrument and each of the

Parties hereto may execute this Collateral Annex by signing any such counterpart.

IN WITNESS HEREOF, the Parties have caused this Collateral Annex to be duly executed

effective as of the date first written above.

Party A

Public Utility District No. 1 of Chelan County

[Sign here]

~f~f`1~ ~ U 1~1 ~S
Mark Mullins

Director —Enterprise Risk Mana ee; ment
Title

Date: ~ V r Z / r'~
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Party B

Avista Corporation

~~

[Si ere]

[Print name]
Jason R. Thackston
Senior VP, Energy Resow+ces

Title

Date: ~nl/ l~~
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Appendix A to Collateral Annex

CALCULATION OF SLICE COLLATERAL COMPONENT

Under
SECTIONS 4 AND 5 OF COLLATERAL ANNEX

This Appendix sets forth the methodology for calculating the Slice Collateral Component

under Sections 4 and 5 of the Collateral Annex in relation to theSlice Contracts. Calculations

shall only be made on a Business Day. The District, pursuant to Section 4(e) of the Collateral

Annex, shall serve as the Calculation Agent for purposes of the calculations under this Appendix

A, and its determinations, as made in good faith, shall be conclusive, final and binding on the

parties absent manifest error. The calculations described below have been illustrated in an

example attached at the end of this Appendix A to aid in clarity.

The parties have elected this methodology as a rough approximation of payments that

might become due under Section 16 of any Slice Cont~•act, were they to terminate on the

calculation date.

1. Determine Contract Price and Contract Quantity for each Delivery Period at time of

agreement execution.
a) Assume median annual energy for the Rocky Reach Project and the Rock Island Project

is 1,060aMW (net of CEAs and encroachment) and multiply by purchaser's percentage

for each respective Delivery Period, as shown in Section 3 of the Slice Contract, to

determine the Purchaser's median annual energy (aMW).

b) Determine the Delivery Period Contract Quantity (MWh) by multiplying the number of

hours in Delivery Period by the amount in (la).

c) Determine the Purchaser's Delivery Period Payments ($) as shown on Appendix B to the

Slice Contract for each respective Delivery Period.

d) Divide each Delivery Period Payment ($) by that Delivery Period Contract Quantity

(MWh) to determine Delivery Period Contract Price ($/MWh).

e) Determine Flat Mid-C Forward Market Price at time of contract execution for each

Delivery Period.
fl Determine Delivery Period Pricing Shaping Adjustment Factor by dividing the Delivery

Period Contract Price ($/MWh) (ld) for each Delivery Period by the Delivery Period Flat

Mid-C Forward Market Price for each Delivery Period at time of contract execution (le),

2. Determine the Delivery Period Gain/Loss Amount for future Delivery Periods.

a) Determine Flat Mid-C Forward Market Price for each future Delivery Period on the date

of calculation.
b) Multiply the Flat Mid-C Forward Market Price (2a) by the Delivery Period Pricing

shaping adjustment factor from (1~ to determine the Delivery Period Replacement Price

($/MWh).
c) For each future Delivery Period, subtract the Delivery Period Contract Price ($/MWh)

(ld) fiom the Delivery Period Replacement Price ($/MWh) (2b).
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d) Calculate the Delivery Period Gain/Loss Amount for future Delivery Periods by

multiplying the Delivery Period Contract Quantity (lb) by the differential price

calculated in (2c).

3. Determine the Delivery Period Gain/Loss Amount for the current Delivery Period.

a) The District will determine the generation estimate for the months remaining in the

current Delivery Period, commencing with the Prompt Month, using the Northwest River

Forecast Center's Forecast and/or the Median Water Forecast for the remainder of the

current Delivery Period (the "Remaining Current Delivery Period Output"). The District

will then multiply the Remaining Cui~ent Delivery Period Output estimate by the

Purchaser's Slice Percentage for the current Delivery Period as set forth in Section 3 of

the Slice Contract to establish the Current Delivery Period Remaining Replacement

Quantity (MWh).
b) Sum all futiue Delivery Period Payment Installments beginning with the installment due

in the Prompt Month through the end of the current Delivery Period.

c) Determine the Remaining Delivery Period Market Price on the date of calculation for

Current Delivery Period Remaining Replacement Quantity (3a) by multiplying the

monthly Flat Mid C Forward Maxket Prices by the respective monthly amounts of the

Current Delivery Period Remaining Replacement Quantity (3 a) and then divide the sum

of those monthly dollar amounts by the total Current Delivery Period Remaining

Replacement Quantity from (3a).
d) Multiply the Remaining Delivery Period Market Price (3c) by the Delivery Period Pricing

Shaping Adjustment Factor from (1 fl to determine the Current Delivery Period

Replacement Price ($/MWh).
e) Multiply the Current Delivery Period Replacement Price (3d) by the total Current

Delivery Period Remaining Replacement Quantity (3a) and then subtract the sum of the

future Delivery Period Payment Installments, beginning with the installment owed for the

Prompt Month (3b} and net the Delivery Period Payment Installment and amounts due

under Section 6 of the Slice Contract, in each case that are due on the 20~' of the month

following the calculation date to determine the Current Delivery Period Gain/Loss

Amount for the current year.

4. Determine the Slice Collateral Component.
a) Aggregate or net the future and current Delivery Period Gain/Loss Amounts calculated in

(2d) and (3e) into a single gain or loss amount.
b) Determine the total amounts unpaid for rendered performance by Party A to Party B

under the Slice Contract in all months prior to the date of calculation, whether or not

invoiced or due.
c) The Slice Collateral Component is the aggregation of the amounts under Paragraphs 4(a)

and 4(b).

As used in this Appendix, the following terms shall have the meanings ascribed to them below:

(1) "Contract Price" means the price in $/MWh calculated by dividing the Delivery

Period Payment ($) by the Delivery Period Conhact Quantity (MWh).

Collateral Annex 19



ERM Report
Month of October 2014

Page 76 of 85

(2) "Current Delivery Period Remaining Replacement Quantity" means the amount

of energy in MWh of Purchaser's Output for the remainder of the current
Delivery Period (beginning with the Prompt Month after the calculation date) as
calculated by the District pursuant to Paragraph 3(a) of this Appendix A.

(3) "Current Delivery Period Replacement Price" means the price in $/MWh
determined pursuant to Paragraph 3(d) of this Appendix A.

(4) "Delivery Period" means, as applicable, one or more of the delivery periods

described in Section 3 of the Slice Contract(s).

(5) "Delivery Period Contract ~uantity" means the amount of energy in MWh of
Purchaser's Output during the Delivery Period determined pursuant to Paragraph
1(b) of this Appendix A.

(6) "Delivery Period Contract Price" means the amount per MWh determined

pursuant to Paragraph 1(d) of this Appendix A.

(7) "Delivery Period Payment" means the amount in United States funds to be paid
by Purchaser to the District for the purchase of the Purchaser's Output during
each Delivery Period as defined in Section 3 of the Slice Contract.

(8) "Delivery Period Payment Installments" means the amount in United States funds

to be paid by Purchaser to the District for the purchase of the Purchaser's Output
Percentage during each Delivery Period divided by the number of months in the
Delivery Period.

(9) "Deliverx Period Pricing Shaping Adjustment Factor" means the Delivery Period

Contract Price ($/MWh) divided by the Flat Mid-C forward market price at the
time of Contract execution.

(10) "Delivery Period Replacement Price" means the price in $/MWh determined
pursuant to Paragraph 2(b) of this Appendix A,

(11) "Delivery Period Gain/Loss Amount" means the amount in $US equal to the

economic advantage or disadvantage, if any, (exclusive of Costs) resulting from

the termination of this Contract for such Delivery Period, determined by the

District pursuant to this Appendix A.

(12) "Flat Mid C Forward Market Price" means the price ($/MWh) for 1MWh for

every hour of the respective Delivery Period. The District may consider, among
other valuations, quotations from dealers in energy contracts, end-users of

relevant products, brokers, any of the settlement prices of the NYMEX power
futures cont~•act (or NYMEX power options contracts in the case of Physically-
Settled Options), ICE (Intercontinental Exchange trading platform for physical
and financial contracts) and other bona fide third party offers, all adjusted for the
length of the remaining term and differences in transmission.
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(13) "Median Water Forecast" means the median flows based on at least 70 years of

re-regulated flows as determined by the District.

(14) "No~~thwest River Forecast Center's Forecast" means the most recent long-range
forecast of water supply volume forecasts for Grand Coulee Dam on the

Columbia River issued by the Northwest River Forecast Center or successor

entity. This forecast may also be provided by another recognized regional third
party water supply forecaster.

(15) "Prompt Month" means the month following the date of calculation.

(16) "Remaining Current Delivery Period Outt~ut" means the amount determined

pursuant to Paragraph 3(a) of this Appendix A.

(17) "Remaining Delivery Period Market Price" means the weighted market price
determined pursuant to Paragraph 3(c) of this Appendix A.

(18) "Slice Collateral Component" means the sum of the future and ctu7•ent Delivery

Period Gain/Loss Amounts, netted into a single payment as set forth in Paragraph

4(a), and aggregated with the receivables described in Paragraph 4(b) of this
Appendix A.
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COVER SHEET ELECTIONS
applicable to the

COLLATERAL ANNEX
to the

CONTRACTS) FOR SALE OF OUTPUT
FROM THE ROCKY REACH PROJECT AND ROCK ISLAND PROJECT AND TI3E
CONTRACT FOR SALE OF OUTPUT FROM THE ROCKY REACH PROJECT AND

CHELAN POWER SYSTEM

This Cover Sheet Elections applicable to the Collateral Annex to the Contracts) for Sale of
Output from the Rocky Reach Project and Rock Island Project and the Contract for Sale of Output
from the Rocky Reach Project and Chelan Power System ("Cover Sheet Elections") between the
Parties is between: Public Utility District No. 1 of Chelan County, Washington ("Pasty A") and
Avista Corporation ("Party B).

This Cover Sheet Elections sha11 be effective as of October 2, 2014 (the "Effective Date") and
supersedes the Cover Sheet Elections between the Parties signed January 19, 2012.

This Cover Sheet Elections sets forth the Pasties' agreements to supplement the Collateral Annex
and, as the Parties may determine, vary the terms and conditions of the Collateral Annex. To the
extent there are any inconsistencies between the terms and conditions of the Collateral Annex,
excluding the Cover Sheet Elections, and these Cover Sheet Elections, the Cover Sheet Elections
sha11 prevail.

Terms that are capitalized for reasons other than grammatical reasons shall have the meanings
assigned to them in Section 1 of the Collateral Annex,

The Collateral Threshold, Independent Amount, Minimum Transfer Amount and Rounding
Amount, shall each be zero (0) unless a different amount is stated below.

I. Collateral Threshold.

A. Party A Collateral Threshold.

The Collateral Threshold for Party A sha11 be (a) the amount set forth in the chart
below under the heading "Collateral Threshold" opposite the Credit Rating for
Party A on the relevant date of detei~nination, and if such Credit Ratings sha11 not
be equivalent, the lower Credit Rating shall govern, or (b) zero if on the relevant
date of determination none of the rating agencies specified below has a Credit
Rating in effect with respect to Party A or in the event of a Material Adverse
Change as defined in Part II hereof with respect to Party A:

Collateral Annex Cover Sheet Elections
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II.

Collateral S&P Moody's
Threshold Credit Rating Credit Rating

$ 

Unlimited AAA (or above) Aaa (or above)
$ 

Unlimited AA+ Aal
$ Unlimited AA Aa2
$ 

Unlimited AA- Aa3
$Unlimited A+ Al
$Unlimited A A2
$Unlimited A- A3

$ 

Unlimited BBB- Baa3
$ 

Unlimited Below BBB- Below Baa3

B. Party B Collateral Threshold.

Fitch
Credit Rating

AAA(or above)
AA+
AA
AA-
A+
A
A-
BBB-
Below BBB-

The Collateral Threshold for Party B, or its Guarantor, shall be (a) the amount set
forth in the chart below under the heading "Collateral Threshold" opposite the
Credit Rating for Party B on the relevant date of determination, and if such Credit
Ratings shall not be equivalent, the lower Credit Rating shall govern, or (b) zero if
on the relevant date of determination none of the rating agencies specified below
has a Credit Rating in effect with respect to Party B or in the event of a Material
Adverse Change as defined in Part II hereof with respect to Party B:

Collateral S&P Moody's
Threshold Credit Rating Credit RatinS

$20,000,000 AAA Aaa
$20,000,000 AA+ Aal
$20,000,000 AA Aa2
$20,000,000 AA- Aa3
$15,000,000 A+ Al
$10,000,000 A A2
$8,000,000 A- A3
$6,000,000 BBB+ Baal
$4,000,000 BBB Baal
$2,000,000 BBB- Baa3
$0 Below BBB- Below Baa3

Material Adverse Change.

A. Party A

Fitch
Credit Ratine

AAA
AA+
AA
AA-
A+
A
A-
BBB+
BBB
BBB-
Below BBB-

A Material Adverse Change shall occur with respect to Party A in the following
circumstances:

Not applicable.

Collateral Annex Cover Sheet Elections 2
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B. Party B

A Material Adverse Change shall occur with respect to Party B in the following
circumstances:

An Event of Default shall have occurred and is continuing where Party B is the
Defaulting Party, or a Potential Event of Default has occurred where Party B is the
potentially Defaulting Party, or an Early Termination has occurred or been
designated with respect to Party B for which Party B has not satisfied its
Obligations.

III. "Independent Amount.

A. Party A Independent Amount: $ N/A

B. Party B Independent Amount: $ $0

If Party B has entered into multiple Slice Contracts with Party A, the Independent
Amount to be posted by Party B will be reviewed by Party A upon execution of a
new Slice Contract and upon termination or expiration of any Slice Contract
between the Pasties.

IV. Minimum Transfer Amount.

A. Party A Minimum Transfer Amount: $ N/A

B. Party B Minimum Transfer Amount: $ 100,000

VI. Rounding Amount.

A. Party A Rounding Amount: $

B. Party B Rounding Amount: $

VII. Administration of Collateral.

N/A

10,000,

A. Posting Deadline for Collateral Requirement

Party B shall be required to provide Performance Assurance to cover an
outstanding Collateral Requirement under Section 4 of the Collateral Annex no
later than 5:00 pm Pacific prevailing time of the same Business Day after receipt of
a Demand Notice (the "Posting Deadline"), provided, that if the Demand Notice is
sent/received after such time as specified in the Collateral Annex, then the Posting
Deadline shall be 24 hours later. Party B may provide an electronic version of a
signed Letter of Credit, or signed Amendment to an existing Letter of Credit, to
meet the established deadline so long as Party A receives the executed original by
mail the following Business Day.

Collateral Annex Cover Sheet Elections 3
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B. Reduction Deadline for Transfer of Excess Performance Assurance

Party A shall be required to transfer Excess Performance Assurance to the Posting
Party, or LC Issuer in the case of a Letter of Credit, under Section 5 of the
Collateral Annex no later than 5:00 pm Pacific prevailing time of the 2nd [second]
Business Day after receipt of a demand therefor (the "Reduction Deadline"),
provided, that if the demand is sent/received after such time as specified in the
Collateral Annex, then the Reduction Deadline shall be 24 hours later. Party A may
provide an electronic version of a signed and accepted Amendment to an existing
Letter of Credit to meet the established deadline.

VIII. Letters of Credit

A. Definition of LC Issuer:

Maximum amount per LC Issuer: $ 20,000,000,

If the Parties agree that a specific entity shall be an LC Issuer even if may not
satisfy the credit rating specified in the definition of LC Issuer set forth in the
Collateral Annex, identify such entity here:

If the Parties agree to a different definition of LC Issuer than the definition
specified in the Collateral Annex, state such definition here:

B. Definition of Letter of Credit

"Letter of Credit" means an irrevocable, non-transferable, standby letter of credit,
issued by an LC Issuer, or other issuer to which the Parties may agree in writing, in
a form consistent with the Parties' agreements and otherwise reasonably acceptable
to Party A ,including, without limitation, terms giving Party A the right to draw on
the letter of credit upon the occurrence of the earlier of (a) a payment default by
Party B; (b) an Event of Default by Party B; and (c) the commencement of a
bankruptcy, receivership, or other proceeding under any applicable law relating to
insolvency or corporate reorganization with respect to the Party B.

The Parties may specify here additional terms and conditions that a Letter of Credit
shall contain:

Collateral Annex Cover Sheet Elecrions 4
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IX. Notice and other Communications Under Section 9(h) of Collateral Annex

Each calculation, demand, notice, consent, agreement, approval or other communication
required or permitted to be given from one Party to the other Party under the Collateral
Annex shall be submitted to the recipient Party at the following physical address or fax:

Party A:

Attention:
Entity:
Street:
CiTy, State, Zip Code:
Fax No..

Party B:
Attention:
Entity:
Street:
City, State, Zip Code:
F~ No..

With a copy to:
Attn:
Entity:
Street:
City, State, Zip Code:
Fax No..

Credit Manager
Chelan County PUD
327 N. Wenatchee Ave
Wenatchee, WA 98801
509-661-8138

Patrice K Gordon
Avista Corporation
1411 E Mission, P.O. Box 3727
Spokane, WA 99220-3727
509-777-8935

Troy Irvine
Avista Corporation
1411 E Mission, P.O. Box 3727
Spokane, WA 99220-3727
509-777-9354

If electronic notification by Internet email is the chosen means of communications under
the Collateral Annex, the following protocol shall apply:

A. The email shall be addressed to at least two designated employees or agents
of the recipient, as listed below or as the same may be changed from time to time by
written notice in accordance with the terms hereof and the Collateral Annex.

B. The sender shall have received a reply confirmation of receipt from at least
one of the recipients acknowledging receipt of the email within two (2) hours (excluding
all non-Business Day hours) of the email delivery (the "Acknowledgement Delivery
Time").

C. If an acknowledgment of receipt is not received by the sender by the
Acknowledgement Delivery Time, email notification shall not apply to that
communication and other means for the delivery of notices as set forth above and in the
Collateral Annex shall be followed.

Collateral Annex Cover Sheet Elections
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D. Initially, the parties entitled to receive email notifications under the

Collateral Annex are as follows:

For Party A: collateral@chelanpud.org
Sue.wiersma@chelanpud.org
Jayme.mitchell@chelanpud.org

For Party B: CreditManagement@avistacorp.com
Troy.irvine@avistacorp.com
Thomas.jenkins@avistacorp.com

E. Either party may, upon due notice to the other party, terminate this email

delivery protocol upon not less than 5 Business Days notice to the other party, in which

event the rules for delivery of notices other than email as reflected in the Collateral Annex
shall apply.

Execution of Cover Sheet Elections:

Party A Party B

Public Utility District No. 1 of Chelan County Avista Corporation

'Y,~lc~- ~ ~~-
[Sign here] [Sign ere]

1~(1 G,rK ~1I1 t, I I t1~'
Mark Mullins

~1 ~~fG~'~r~n~'C~AM~( iS1~.~~~o~MC
Title

Date: ~U~~ ! ~~

Collateral Annex Cover Sheet Elections 6
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AGREEMENT TO TERMINATE MASTER CONFIRMATION AGREEMENT TO
WSPP AGREEMENT

By this Agreement to Terminate Master Confirmation Agreement to WSPP Agreement
("Termination Agreement") made and entered into this 2nd day of October, 2014, by and
between Avista Corporation ("AVista") and Public Utility District No. 1 of Chelan County,
Washington ("the District"), collectively hereinafter referred to as "Parties", said Parties agree as
follows:

The Parties have entered into a Master Confirmation Agreement to WSPP Agreement dated
September 21, 2010.

Avista and the District hereby agree to terminate the Master Confirmation Agreement to WSPP
Agreement effective October 2, 2014.

AVISTA CORPORATION

By: ~ ~~~
Name: 

Jason R. Thackston
Title: or VP, Energy Resources
Date: ~o f~ f!~

Master Confirmarion Agreement to WSPP Agreement

PUBLIC UTILTY DISTRICT NO. 1 OF
CHELAN COUNTY

Name: Mark Mullins
Title: Director-Enterprise Risk Management
Date: ~O_~~ ~


