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Section 8 — Other Events
Item 8.01 Other Events.

On April 2, 2012, Avista Corporation (Avista Corp.) filed electric and natural gas general rate cases with the Washington Utilities and Transportation Commission
(WUTC).

Avista Corp. has requested an overall increase in billed electric rates of 8.8 percent (9.0 percent in base rates) and an overall increase in billed natural gas rates of
6.8 percent (7.0 percent in base rates). The filings are designed to increase annual electric revenues by $41.0 million and increase annual natural gas revenues by
$10.1 million. Avista Corp.’s requests are based on a proposed overall rate of return of 8.25 percent, with a common equity ratio of 48.4 percent and a 10.9
percent return on equity.

As part of the filing, Avista Corp. has requested a rate decrease of 2.9 percent, designed to reduce electric revenues by $13.6 million, to rebate to customers the
deferred liability for the Energy Recovery Mechanism (ERM). This rate decrease would not have any impact on Avista Corp.’s net income.

The net effect of the general rate increase request coupled with the ERM rebate is an overall increase in billed electric rates of 5.9 percent.
The WUTC has up to 11 months to review the filings and issue a decision.

Costs for updating and maintaining Avista Corp.’s generation, transmission and energy delivery systems to ensure reliability, along with rising operations and
maintenance costs, continue to be the major drivers of Avista Corp.’s rate increase requests.

As part of the requests, Avista Corp. has asked the WUTC to address the delay between the time costs are incurred and when customers’ rates are reviewed and
approved by the WUTC. This concept is referred to as regulatory lag. Avista Corp. contracted with a consultant to develop an attrition study to determine the
annual revenue short-fall related to regulatory lag. Avista Corp. has proposed an attrition adjustment in this general rate case filing, based on the attrition study,
which is designed to eliminate the annual revenue short-fall related to regulatory lag.
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