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Section 8 – Other Events

Item 8.01 Other Events.

On March 18, 2016, the Public Counsel Section of the Washington Attorney General’s Office (Public Counsel) filed in Thurston County Superior Court a
Petition for Judicial Review of the Washington Utilities and Transportation Commission's (UTC) January 2016 order (Order 05) that concluded Avista
Corporation’s (Avista Corp. or the Company) electric and natural gas general rate cases that were originally filed with the UTC in February 2015. Order 05
approved new electric and natural gas rates that became effective on January 11, 2016. The new rates are designed to provide an $8.1 million decrease in
electric base revenue and a $10.8 million increase in natural gas base revenue.

Subsequent to Order 05, three separate motions were filed by Public Counsel and other interested parties for the UTC to reconsider various issues raised in
Avista Corp.'s electric and natural gas general rate cases. In February 2016, the UTC issued an order (Order 06) denying the motions filed by Public Counsel
and the other interested parties and affirmed Order 05 approving new rates.

In its March 2016 Petition for Judicial Review, Public Counsel seeks judicial review of five aspects of Order 05 and Order 06, alleging, among other things,
that (1) the UTC exceeded its statutory authority by setting rates for Avista Corp.'s natural gas and electric services based on amounts for utility plant and
facilities that are not "used and useful" in providing utility service to customers; (2) the UTC acted arbitrarily and capriciously in granting an attrition
adjustment for Avista Corp.'s electric operations after finding that the Company did not meet the newly articulated standard regarding attrition adjustments;
(3) the UTC erred in applying the "end results test" to set rates for Avista Corp.'s electric operations that are not supported by the record; (4) the UTC did not
correct its calculation of Avista Corp.'s electric rates after significant errors were brought to its attention; and (5) the UTC's calculation of Avista Corp.'s
electric rates lacks substantial evidence.

Public Counsel is requesting that the Court (1) vacate or set aside portions of the UTC’s orders; (2) identify the errors contained in the UTC’s orders; (3) find
that the rates approved in Order 05 and reaffirmed in Order 06 are unlawful and not fair, just and reasonable; (4) remand the matter to the UTC for further
proceedings consistent with these rulings, including a determination of Avista Corp.’s revenue requirement for electric and natural gas services; and (5) find
the customers are entitled to a refund.

The new rates established by Order 05 will continue in effect while the Petition for Judicial Review is being considered. The Company believes the UTC's
Order 05 and Order 06 finalizing the electric and natural gas general rate cases provide a reasonable end result for all parties. If the outcome of the judicial
review were to result in an electric rate reduction greater than the decrease ordered by the UTC, it may not provide Avista Corp. with a reasonable opportunity
to earn the rate of return authorized by the UTC.
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