Public Utility District No. 1 of
Chelan County

Interest Rate Swap Monitoring: Report
Period Endimg August 515 2006

Information Only — No Action Necessary



Report on Outstanding Transactions

a On August 3, 2005, the IDistrict competitively bid
and executed a floating to fixed intetest tate swap.

m T'etal'Notional Amoumnt $93,7505000
m [Lehman Brothers Special Einancing, Inc. $28;125,000
m Bear Stearns Capital Markets, Inc. $65,625,000

m Rate 3.752%
m Series 2007 Bonds
m Maaturity 07,/01/32



Report on Outstanding Transactions

mOn April 1552006, the District competitively bid and
executed three floating to fixed interest rate swaps.

n|P Motgan Chase Bank $505555,000
mRate 4.031%
mSeries 2009 Bonds
mMaturity 07,/01/34
mGoldman Sachs Mitsui Marine Derivative Products, IEP $78,375,000
mRate 4.058%
mSeries 2011 Bonds
s Maturity 01,/01/36
mGoldman Sachs Mitsui Marine Detivative Products, ILI $28,515,000
mRate 4.085%
mSeries 2013 Bonds
s Maturity 07,/01/32



Valuation Details

mAs of August 31, 2006, the mark-to-market values of the
outstanding ttansactions; wete:
m2007 Swap $1,805,168.55
mPosted Collateral Value  $2,391,079.21
22009/ Swap  ($889,525.02)
2011 Swap  ($2,050,794.28)
#2013 Swap  (595,081.01)

mThere are no collatetal tequirements associated with the
2009, 2011Fandi 2015 swaps' at this time due to the higher
credit ratings' of the counterparties.



Explanation of Mark-to-Market (M'TM)

mlnterest rates move, creating positive ot negative MV

aMiI'M is the diffetence between the matket value and the
executed rate
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Mark-to-Market (MTM) Cont...

s MV magnitude vaties depending on the
torward petiody notional amount and term

sNegative MM does not mean a cashidemand
on the District

mBottom line — 18 49 over' 20+ yeats a good
rate?



Other Items

s l'otal notional amount of eutstanding swaps is, $251.5
million ot 24:1%0 etidebt portielio:

mAS of August 5152006, there have not been any payments
exchanged between the District and the counterparties.
Payments will'beginin 2007,

ml'he credit ratings of the counterparties have temaimed
unchanged since the last report date.

mln the event of termination, the District has teserved for
negative matket conditions.
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