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Item 5. Other Information

Avista Corporation (Avista Corp.) operating through its Avista Utilities division has a power cost adjustment (PCA) mechanism in Idaho that allows it to modify
electric rates periodically with the approval of the Idaho Public Utilities Commission (IPUC) to recover or rebate a portion of the difference between actual net
power supply costs and the amount included in base retail rates. The PCA mechanism allows for the deferral of 90 percent of the difference between certain actual
net power supply expenses and the authorized level of net power supply expenses approved in the last Idaho general rate case. The IPUC originally approved a
19.4 percent surcharge in October 2001, which had been extended through October 2003. In October 2003, the IPUC issued another order extending the surcharge
for an additional 60-day period while it continued to consider extending the surcharge for an additional 12 months. The IPUC staff filed comments recommending
the continuation of the 19.4 percent PCA surcharge; however, they recommend the disallowance of approximately $5.9 million of deferred power costs. The
recommended disallowance relates to natural gas purchased for electric generation under long-term contracts entered into during 2001 at a time of both high
wholesale power and natural gas prices. Avista Utilities requested that the recovery of these costs be addressed in an electric general rate case that Avista Utilities
plans to file in the first quarter of 2004. The IPUC staff comments also recommend that Avista Utilities work with the IPUC staff and customers with respect to its
risk policies for long-term fuel supply contracts.

On November 18, 2003, the IPUC issued an order extending the 19.4 percent PCA surcharge through October 2004. The IPUC directed Avista Utilities to file a
PCA status report with the electric general rate case and 60 days before the PCA surcharge expires. In addition to the $5.9 million of previously deferred power
costs identified by the IPUC staff, the IPUC ordered the further consideration of $6.0 million of additional costs associated with natural gas purchased for electric
generation. As such, a total of $11.9 million of deferred power costs will be reviewed in an electric general rate case that Avista Utilities will file by March 31,
2004 per IPUC orders. Avista Utilities believes that such costs for long-term fuel supply contracts were prudently incurred in the best interest of its electric
customers. The IPUC has also directed Avista Utilities to work with the IPUC staff and interested customers to address concerns with respect to risk management
policies as it pertains to long-term fuel supply contracts. The IPUC expects Avista Utilities to address this issue in its electric general rate case filing.
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