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May22,2007
- Ms. Jean D. Jewell Secretary 74 V() - E-O7‘C>3
. > Utilities Commission.
ashington St.
daho 83720

Re:  TariffLP.U.C. No. 28, Electric Service
Residential and Small Farm Energy Rate Adjustment Credit

Dear Ms. Jewell:
Attached for filing with the Commission is one copy-of the following tariff sheet:
Seventh Revision Sheet 59 Canceling Sixth Revision Sheet 59

The revised tariff shieet eliminates the residential and small farm energy rate adjustment
credit and establishes a proposed charge of 0.144¢ per kilowatt-hour rate to recover the
over-refunded exchange credit balance over a twelve-month period. The proposed tariff
would be effective June22, 2007, under the thirty-days, statutory notice requirement.
However, the Company requests that the proposed tariff be approved on less than
statutory notice and ‘that the mattér be scheduled assoon as possible. The Company also
requests that the filing be processed under Modified Procedure. '

The Bonneville Power Administration (BPA) has suspended Residential Exchange
Program (REP) payments as a result of the recent rulings from the 9% U.S. Cireuit Court.
of Appeals. Avista has been passing through its share of REP benefits it has been
receiving from BPA to Avista’s qualifying glectiic customers by means of the rate credit
on Sheet 59. Since BPA has terminated REP payments, it is necessary for Avista to
eliminate the Sheet 59 rate credit. Awvista and the other affécted shareholder-owned
electric utilities will pursue all available options to restore the REP benefit payments.

Avista uses a balancing account to account for the receipt of REP benefits from BPA and
the amounts passed through to customers. At the end of April 2007, there is an over-
refunded balance and associated interest amounting to approximately $913,000 for Idaho
operations. The over-refunded balance will continue to grow since BPA has stopped
benefit payments, and the existing Sheet 59 rate credit of 0.523¢ per kilowatt-hour will
continue until the rate is eliminated. The loriger the existing rate credit remains in place,
the larger-the over-refunded balance becomes. Assuming a mid-June effective date, the
over-refirided balance is expected to be approximately $1.7 million. Approval of the
proposed tariff on less than statutory notice will help minimize the-amount of the over-
refunded balarce.



Avista is propoesing a charge of 0.144¢ per kilowatt-hour rate to recover the over-refunded
exchange credit balance over a twelve-month period. Having only onerate change that
¢liminates the existing credit and establishes the rate charge to recover the over-refunded
balance is in the public interest. The-terms and conditions of Schedule 59 provide that:
“In the event the credits applied under this schedule exceed the benefits, the Company
will adjust the rate onthis schedule to recover that difference.”

When the existing rate credit was established it was projected that the balancing account
would reach zero at the end of October 2007. Duting winter months the REP benefit
payments.-were less than amounts refunded to customers under the existing rate credit;
resulting in-an over-refimd balance i the balancing account. During summer months the
REP benefit payments would have been greater than amounts refunded to customers.
Termination of the REP benefits from BPA before the end of the contract year has caused
the over-refund situdtion. Attached are workpapers that show the calculation of the
proposed charge of 0.144¢ per kilowatt-hour to recover the over-refunded difference over
a twelve-month period. Avista will monitor the recovery of the over-refunded balance of
REP benefits and file for termination of the charge ina future filing. Or, if circumstances
change and Avista begins to receive REP benefits, the rate would be modified.

The existing rate credit is a uniform cents per kilowatt-hour decrease of 0.459¢ and
applies to residential and small farm customers served under Schedules 1,12, 22, 32, and
48. For aresidential customer using 1,000 kilowatt-hours per month, eliminating the
credit and implementing the charge of 0.144¢ per kilowatt-hour would resultin an
inerease of $6.03 per morith. Residential customers® bills will be about 9.52% higher
than they were with the existing rate-credit, The actual increase will vary based on
customer usage.

The proposed rate change will have no effect on Avista’s net income. The propesed rate
change will resultin an annual increase in Idaho electric revenue of approximately $7.1
million.

In addition to the proposed tariff and workpapers, also attached are the following items:
1) an affidavit, 2) a tariff sheet showing changes by using strikeouts and underlining, 3) a
copy of the letter from BPA notifying Avista that it has suspended payments of REP
benefits, and 4) a press release. Please direct atly questions regarding this filing to Ron
McKenzie at (509) 495-4320.

Sincerely,

Kelly Norwood
Vice President State and Federal Regulation

RM
Attachments



Seventh Revision ‘Sheet 59 59
_ g v ~ Canceling
L.P.U.C. No. 28 _Sixth Revision $heet 59

AVISTA CORPGRAT!ON
dba Avista Utilities

SCHEDULE 59
RESIDENTIAL AND FARM ENERGY RATE ADJUSTMENT - IDAHO

APPLICABLE:

To Residential Customers in the State of Idaho where Company has electric
service available. This rate adjustment results from an Agreement between the
Company and Bonneville Power Administration (BPA) covering Residential
Exchange Program benefits. The rate adjustment in this schedule shall be
applicable to custorers served under Schedules 1, 12, 22, 32.and 48.

MONTHLY RATE:

The energy charges for all blocks of electric Schedules 1, 12, 22 and 32 and
the charges for area lights based on the energy usages of the lights on Schedule
48 are to be increased by 0.144¢ per KWh.

SPECIAL TERMS AND CONDITIONS: »

The rate adjustment under this schedule is subjectto-revision to reflect the
true up from estimated to actual benefits and to reflect projected future benefits. In
the event the credits applied under this schedule exceed the benefits, the
Company will adjust the rate on this schedule to recover that difference.

The: energy credit applied to Schedule 32 for farm irrigation and pumping
load, for-each billing period, shall not éxceed the amount of energy determined by
the following formula:

400 x 0.746 x days in the billing period x 24

In no instance shall any qualifying irrigation and pumping load for any month
exceed 222,000 kWh,

Service under this schedule is subject to the Rules and Regulations
contained in this tariff.

The above rate is subject to the provisions of Tax Adjustment Schedule 58.

lssued  May 22, 2007 ' Effective  June 22, 2007

lssued by  Avista Utilities
By Kelly Norwood — Vice President, State and Federal Regulation




Tariff L P.U.C. No. 28, Electric Service
Résidential and Small Farm Energy Rate Adjustment Credit
Proposed Rate Change Filed May 22, 2007

WORKPAPERS



Avista Corporation
Proposed Residential Exchange Surcharge Rate
State of Idaho
Assumed Effective June 15, 2007

Qver-refunded balanee at-4/30/07 - Actual
interest balance at 4/30/07 - Actual
Total recoverable balance at 4/30/07

Forecast of amortization related to existing credit projected to expire 6/15/07

Projected recoverable balance assuming a 6/15/07 rate change

May-07
Jun-07
Jul-07

Estimated interest during 12-month recovery period (5% applied to 50% of balance)

Subtotal
Conversion factor
Revenue requirement’

Projected kWh Jul-07 thru Jun-08
Surcharge rate.
Bill for 1,000 kWh at existing rates: (including all adders)

Increase ($0.00144+80.00459)*1000
Percent increase

$878,866
33,889
$912,755

378,266
320,389
58,081

$1,670;391
41,760

$1,712,151

0.994819

$ 1,721,068

1,195,779,000

$  0.00144

$63.35
$6.03
9.52%
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Avista Gorporation
‘Proration Pereentages - June 15, 2007 Rate Change
June & July 2007

Pays Oné&
Read SVC Before  After

Day 2007 Days. Jun-1 Jun-15
20 May-29 32 32 0
21 May-30 30 30 0
1 May-31 30 30 0
2 Jun0t 30 30 0
3 Jun-04 32 32 0
4 Jun-05 32 32 a
5  Jun-06 30 30 0
&  Jun07 30 30 0
7 Jun-D8 30 30 0
8 Jun-11 32 32 0
2 Jun-12 32 32 0
10 Jun-13 30 30 0
11 Jun-14 30 3G 0
12 Jun-15 30 29 1
13 Jun-18 32 28 4
14 Jun-18 32 27 5
15 Jun-20 30 24 5
16 Jun-21 30 23 7
17 Jun-22 30 22 8
18 Jun-25 32 21 11
19 Jun-26 32 20 12
Total 648 594 54
Percent 100.00% 91.67% 8.33%

20 Jun-27 29 16 13
21 Jun-28 29 15 14
1 Jun29 29 14 15
2 Jukb2 31 13 18
3 Jul03 29 10 19
4 Jul05 30 9 21
5  Jul-06 30 8 22
8  Jul-09 32 7 25
7 Juk1d 32 6 26
8 Jul11 30 3 27
9 Juk12 30 2 28
10 Juk13 30 1 29
11 Juk16 32 0 32
12 Juk17 32 0 32
13 Jul-18 30 0 30
14 Jul-1g 30 0 30
15 Jul-20 30 0 30
16 Julk23 32 0 32
17 Jul24 32 0 32
18 Jul25 30 0 30
19 .Jul:26. 30 0 30
Total 639 104 535

Percent 100.00% 16.28% 83.72%
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AFFIDAVIT

STATE OF WASHINGTON )
;88
County of Spokane )

1, David T. Meyer, being first dui'y sworn on oath, deposes and says: That he is the
Vice President and Chief Counsel of Regulatory and Governmental Affairs of Avista
Corporation and makes these statements for and on behalf of said corporation, being
thereto duly authorized;

That hie has read the foregoing filing, knows the contents thereof, and believes the
same'to be true. That the Bonneville Power Administration has suspended Residential
Exchange Program payments, thereby creating an emergency situation and the need for

the foregoing filing.

(77—
7 7

SIGNED AND SWORN to before me this 221id day of May 2007, by David J. Meyer.

\\“\ummm,,,,l
I

\\‘“\ e’f
S oy,
g §%ﬁfﬂ&r %
%% “uBLe. _.:;g NOTARY PUBLIC in and for the State of
"7 ST
”/ ah.;..n' : \\ - o . . v g, .
”*’!-;,,;,f} %ﬁ&k\‘}\\\o\ Washington, residing at Spokane.

Commission Expires: %/A 2;/ /0



Sixth: Revision Sheet 59 59
: Canceling
LPU.C. No: 28 Fifth Revision Shest 59

AVISTA CORPORATION
dba Avista Utilities

SCHEDULE 59
RESIDENTIAL AND FARM ENERGY RATE ADJUSTMENT - IDAHO

APPLICABLE:

To Residential Customers in the State of Idaho where Company has electric
service available. This rate adjustment results from an Agreement between the
Company and Bonneville Power Administration (BPA) covering Residential
Exchange Program benefits. The rate adjustment in this schéedule shall be
applicable to customers served under Schedules 1,12, 22, 32 and 48.

MONTHLY RATE: ‘

The energy charges for all blocks of electric Schedules 1, 12, 22 and 32 and
the charges for area lights based on the energy usages of the lights on Schedule
48 are to be reduced by 0:459¢ per kWh.

increased 0.144¢
SPECIAL TERMS AND CONDITIONS:

The rate adjustment under this schedule is subject to- revision to reflect the
true up from estimated to-actual benefits-and to reflect projected future benefits. In
the event the credits applied under this schedule exceed the benefits, the
Company will adjust the rate on this schedule to recover that difference.

The energy credit applied to Schedule 32 for farm irrigation and pumping
load, for each billing period, shall not exceed the amount of energy determined by
the following formula:

400 x 0.746 x days in the billing period x 24

In no instance shall any qualifying irrigation and pumping load for any month
exceed 222,000 kWh. '

Service under this-schedule is subject to the Rules and Regulations
contained in this tariff.

The above rate is subjéct to the provisions of Tax Adjustment Schedule 58.

lssued  Seéptember 13, 2006 ' Effective  November 1, 2006

Issued by  Avista Utilities » »
By Kelly Norwood —Vice President, State and Federal Regulation




Department of Energy

Banneville Power Administration
- P.O.Box3621
Portland, Oregon 97208-3621

POWERSERVICES

May 21, 2007

In reply refer to: PS-6

Mr. Kelly Norwood, Vice President.
State and Federal Regulation
Avista

201 W. River Drive

Spokane, WA 99201

Dear Mr. Norwood:

As we have recently informed yoir or your fepresentatives, the law provides that a Federal
Certifying Officer is personally responsible and accountable for certifying the legality of a
proposed payment, and.is personally accountable for making a-payment prohibited by law. See
311.S.C. § 3528; Principles of Federal Appropriations, Second Edition, Volure If, 9-88 —9-
145. In the Ninth' Circuit Court of Appeal’s (Court) recent May 3, 2007, PGE and Golden
Northwest Aluminum decisions, the Court concluded that certain Bonneville Power
Administration (BPA) actions in‘entering residential exchange settlements in 2000 with your
company and other Investor Owned Utilities were “not in accordance with law.” This quite
understandably raised substantial question whether-the BPA Certifying Officer could certify
additional payments under the setflement-agreemients; indeed, the Court has asked for briefing as
to the effect of its rulings on pending chiallenges to other-outstanding settlement agreements.

We have conchuded that this uncertainty created by the Court’s decisions means that we must-at.
this time suspend payments. You have acknowledged that BPA is, thus, currently prevented by
reasons beyond its-control from continying payment pending final décisions by the Ninth Circuit
in the outstanding Ninth Circuit challenges, and that in light of this uncertainty created by the
Court’s decisions you agree not to assert BPA is in breach of contract as a result of the
suspension. Accordingly, BPA is immediately suspending payments (including conservation and
renewable discounts and any other credits) under the challenged BPA agreements pending final
decisions by the Ninth Circuitin the outstanding Ninth Circuit challenges. ‘Such temporary
suspension and acknowledgement shall not constitute an admission or waiver of,:and is subject
to, any statutory, contractual and other rights and obligations of the parties that may exist, so the
suspension is-without prejudiceto the issue of whether the suspended amounts must at some later
point be paid (or credited). BPA’s suspension in-nio way-affects the continued existence of the
settlement agreenients.

We very much regret thatit is necessary for usto-suspend payments at this time, since we
understand that this will rapidly result in large and, for some, severe rate consequences for your



residential and small farf customers. We have spent considerable effort seeking to find means
to continue the payments:te allow more time for the parties to find a way to address the issues
raised by the Court; bist without suceess:

BPA currently anticipates that such suspension will continueat least until any petitions for
rehearing on the Court’s decisions are finally resolved. We believe the Court’s decisions on the
seitlements are in crror, and we-are exploring all potential viable avenues for reliearing, including
by the full Court if possible. BPA agrees that this susperision is only an interim measure and
does not represent a final action by the Administrator, and it will not assert otherwise. BPA
agrees it will inform you of'its final decision regarding the suspandcd and any remaining
payments (and credits) within a reasonable period of time-after the decisions by the Ninth Circuit
are final in the outstanding Ninth Circuit challenges.

In the interim we will be consulting with key stakeholders informally as to any ideas for finding
a way to resolve these issues consistent with the Court’s decision. This 1s. made mote
challenging by the fact that the Court has notruled yet on the significant 2001 and 2004
amendments to-the contracts that the-Court did rule on, We want to resolve this issue as quickly
as possible, but alse recognize that any work now may be undone by further rulings from the
Court,

This is a most vexing problem and we look forward to working with you and others in the-
Pacific Northwest region to. find-a resolution that best serves the interest of all Northwest
citizens.

Sincerely,

Mark O.-Gendron
Vice President, Requirements Marketing

ce:
Larry LaBolle
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For Immediate Release: Media Contacts:

May 21, 2007 Avista: Hugh Imhof, 509-495-4264
Idaho Power: Dennis Lopez, 208-388-2464
NorthWestern Energy: Claudia Rapkoch, 866-
622-8081.
Pacific Power: Jan Mitchell, 503-813-7281
Portland General Electric: Steve Corson, 503-
464-8444
Puget Sound Energy: Martha Monfried, 888-831-
7250
Rocky Mountain Power: David Eskelsen, 800-
775-7950

Utilities vow to seek restoration of customers’ federal power benefits
Court’s rulings cause suspension of bill credits for majority of Northwest consumers
PORTLAND, Ore.—The Pacific Northwest's seven shareholder-owned electric utilities,
together serving 60 percent of the region’s population, said they will fight to restore their
customers’ federal power benefits after being riotified earlier today by the Bonneville Power
Administration (BPAY that a recent federal court tuling is foréing suspension of those benefits.
BPA told the utilities this morning it is immediately suspending monthity payments to
them of approximately $25 million, or about $300 million annually. The utilities — Portland
General Electric, Pacific Power, Rocky Mountain Power, Avista, Puget Sound Energy, Idaho
Power, and NorthWestern Energy — have for nearly 30 years directly passed through BPA’s
federal power benefits-as credits on the electricity bills of their residential and small-farm
customers: The payments, made under agreements between BPA and the seven utilities,
represent the 3.35 million utility customers’ share of power-cost benefits from the Northwest’s
federal hydropower system.
“We very much regret that it is negessary forus to suspend payments at this time, since-

we-understand that this will rapidly resultin Jarge and, for some, severe rate consequences for



your residential and small farm customers;” said Mark O. Gendron, BPA vice president of
Requirements Marketing, in a letter to the utilities.

“We believe the Court’s decisions on the settlements are in error,” Gendron said, “and we
are exploring all potential viable avenues for rehearing, including by the full Court if possible.”

A three-judge panel of the oIS, Circuit Court of Appeals on May 3 ruled that certain
actions BPA took in entering into setflémient agreements with the affected utilities are
inconsistent with the Northwest Power Act. That law requires BPA. to give household and small-
farm customers served by private utilities an equitable share of the Northwest’s federal power
benefits.

Norie of the BPA’s credit payments goes to the utilities’ shareholders; 100 percent of the
‘benefits, under the law, are passed through to the utilities” customers.

The affected utilities today defended their agreements with BPA, saying the court’s
rulings are flawed. Bven under the séttlement agreements now in question, customers of the
affected utilities, who make up 60 percent of the Northwest’s population, receive fess than 15
percent of the regionwide consumer savings provided by the Northwest’s low-cost federal
hydropower.

The 9-Circuit Court’s-decision and the BPA’s subsequent suspension of its credit
payments mean a majority of the Northwest’s population, for the time being at least, will receive
none of the pewer-cost benefits the region derives from its low-cost federal hydropower system.
Those benefits currently are estimated at more than $2 billion.annually.

Becaunse the payments that fund the BPA credit are no longer being made, the seven
utilities each will soon file with state utility commissions requesting that the BPA credit be
suspended on their customets’ bills. [The ﬁcrﬁ of the credit’s suspension on each utility’s
customers is listed below.]

The utilities said they will pursue all available options necessary - judicial,
administrative, or legislative —to restore their custemers’ federal power benefits. Their initial
move, they said, will be to'seek a '9"'i Circuit Court of Appeals rehearing of the May 3 decisions.
Discussionis also.are under way with members of the Northwest’s congressional delegation to
inform them of the eredit suspension’s impacts on customers and to begin exploring potential
legislative action to address the sudden change.



Effect of the credif’s suspension on the typical residential customer’s monthly bill (based on
average residential electricity usage, in parentheses):

L J
*

Avista Utilities (Idaho) ............. 9.5 %/ $6.03 (@ 1,000 kwh /mo.)
Avista Utilifies (Washington) ...... 11.3 %/ 86.69 (@ 1,000 kwh /mo.)
Idaho Power (Idaho)......co..ocennns 9.3 %/ $5.35 (@ 1,050. kwh./mo.)
Idaho Power (Oregon) ......... rvrs 6.2 %7$6.54 (@ 1,230 kwh/mo.)
NorthWestern Energy ...... e begaas 1.5%/$1.13 (@ 750 kwh/ mo.)
Pacific Power (Oregon) ..., ... 13.1 %/ $9:62 (@ 1,000 kwh/ mo.)
Pacific Power _(“‘Washington)v._. oo 16.8%/ §11:.49 (@ 1,300 kwh / mo.)
Portland General Electric .. .....c... 13.9-% /$10.66 (@ 900 kwh/ mo.)
Puget Sound Energy... . 13.2%/ $10.28 (@ 1,000 kwh / mo.)

Rocky Mountain: ?ower (Idaho) . 253 %/ $16.76 (@ 1,000 kwh /mo.)

Utility leaders? quotes on suspension of the settlement payments:

"Weare very dlsappomtﬁd in the decision by the court and will work to restore our
custoriier's previous share of benefits that were being passed through from BPA. We
believe that residential and small farm castomers sérved by the Northwest's Investor Owned
Utilities are entitled to-a fair share of the benefits of the Federal Columbia Power System
-and hope that we will be able to work with BPA and other customer groups to achieve this"
~TLaMont Keen, president and chief executive officer, Idaho Power Company

"Qur custoimers have a tight to a fair share of the benefits of the Northwest hydro system.
The court's action has taken that away. Weall need to come to the table immediately to
preserve the valie of the system for all Northwest residents." — Peggy Fowler, CEO and
president, Portland General Electric Company

“It’s a simple questmn of equity for all Northwest electric consumers, Until this can be
resolved, we are in the obviously flawed situation in Oregon, for example, of having benefits
from the federal power system flowing entirely to just the 25 percent of electric consumers
who happen to be served by municipal and consumer-owned entities in the state.” — Pat
Reiten, president, Pacific Power

"It is clearly against the intent of federal law to have our customers comipletely shut out of
any benefits from the federal power system, when those benefits were intended to be shared
throughout the Northwest. We will be aggressively working with others in the region to
resolve this and restore benefits to our Idaho customers as quickly as possﬂalc "~ Rich
Walje, president, Rocky Mountain Power

"“This decision is patentiy unfair to our customers. The federal hydro system belongs to every
citizen in ourregion, and Congress decreed that everyone would share in its benefits. We
will fight to have-our customers' benefits restored, whether it's through-a challenge of the
court's-decision, working closely with the Bonneville Power Administration, or ultimately,



by a legislative change in the Northwest Power Act." — Scott Morris, president and chief
operating officer; Avista Corp.

»  “Lawyers can argue over the Northwest Power. Act’s finer points, but at the end of the day,
this is'a simple question of fairness. All Northwest citizens share ownership of our federal
hydro system. It makes no more sense to deny a majority of them a fair share of the region’s
federal power benefits than it would to deny them the benefits of our public roads or
schools.” —Steve Reynolds, chairman, president and CEO, Puget Sound Energy

About Avista Corp.

Avista.Corp. is an energy company-involves ji the production, transmission and distribution of'energy as well as
.other energy-related businesses. Avista: Utilities is a company operating division that provides service to 345,000
electric-and 306,000 natural gas customers.in three western states. Avista's non-fegulated subsidiaries include:
Advantage 1Q and Avista Eriergy. Avista Corp.'s stock is traded under the ticker symbol *AVA." For:more information
about Avista, please Visit www.avistacorp.com. Avista Corp: and the-Avista Corp: logo are trademarks of Avista
Corporation. Al other trademarks mentioned in this'document are the property of their réspective owners. This news
release contairis forward-locking stafements regarding the company’s:current expectations: Forward-looking
statements are all statements-other than historical facts. Such statements speak only as of the date of the news
release and are subject to.a variety of risks and uncerfainties; many:of which-are beyond the company’s control,
which could ¢ause actual results to'differ materially from the-expectations. These risks‘and uncertainties include, in
addition 1o those discussed-herein, all:of the factors discussed in the corrpany’s Annual Report on Form 10-K for the
‘year ended:Dec. 31,2006, andthe Quarterly Report on Form 10-Q:for the quarter ended March:31, 2007,

L

Aboit Pacificorp (Pacific Power and Rocky Mountéin Power)

PagifiCorpiis:one of the Jowest-cost elactricity producersin the U.S., providing approximately 1.7 million customers
with refiable, efficient energy. The company works o meet growing snergy demand while:protectinig and enhancing
the environment. PacifiCorp operates as Pacific Power-in Orégon, Washington arid Califoria, and as Rocky
Mountain Powerin Utsh, Wyoming and Itdaho. Visit oorWeb site at pacificpower.net or rockyminpower.net.

About Portland-General Electric. Company™ _ _
Portland General Electric, headquartered in Portland, Ore., is-a fully integrated electric utility that serves
approximately 796,000 residential, commaercial and industrial customers in Qregon, Visit our Web site at

www-PortlandGénetral.cont.

About-Puget Sound Energy

Washington state’s oldest andlargest energy utility, with a 6,000-square-mile service area strefching across 11
‘Counties, Puget Sound Energy (PSE)serves marethan 1 million:electric customers:and 718,000 natural gas
customers, primarily inWestern Washington. PSE meets the energy needs of fts-growing customer base through
incremental, cost-effective energy efficiency, low-cost procurement of sustainable energy. resources, and far-sighted
vestment in the enérgy-delivery infrastructure. For more information visit-pse.cam.



