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Section 8 – Other Events

Item 8.01 Other Events.

Washington Electric and Natural Gas General Rate Case

On September 4, 2009, Avista Corporation (Avista Corp. or the Company) and all other parties participating in the Company’s electric and natural gas general rate
filings reached a partial settlement stipulation with respect to its general rate case that was filed with the Washington Utilities and Transportation Commission
(WUTC) in January 2009. Other parties to the partial settlement stipulation include the WUTC Staff, the Public Counsel Section of the Washington Office of
Attorney General, the Industrial Customers of Northwest Utilities, the Northwest Industrial Gas Users, and The Energy Project. The NW Energy Coalition does
not oppose the agreement. The partial settlement stipulation is not binding on the WUTC and is subject to approval by the WUTC.

Under the partial settlement stipulation, Avista Corp. and the settling parties have reached agreement on issues in the areas of cost of capital, power supply, rate
spread and rate design, and funding under the Low-Income Ratepayer Assistance Program (LIRAP). Issues in the cases that remain unresolved include, among
others, the prudence of the addition of the Lancaster generating project, capital additions to rate base, labor costs, tree trimming costs, information systems costs,
and the proposed continuation of the natural gas decoupling mechanism. For those issues that were not resolved through the partial settlement stipulation, the
issues will be addressed in further regulatory proceedings before the WUTC including public hearings scheduled for September 30, 2009 in Spokane, and
technical hearings before the WUTC in early October.

Avista’s revised rate increase requests, following execution of the partial settlement stipulation, are approximately $38 million for annual electric revenues and
approximately $3 million for natural gas service revenues. The Company’s original request in January 2009 was designed to increase annual base electric service
revenues by $69.8 million and increase annual natural gas service revenues by $4.9 million. A decision on the Company’s proposed rate requests is expected in
December 2009.

The cost of natural gas to generate electricity is a major component of the costs included in the rate request the Company filed in January 2009. Since the
Company’s filing, prices for natural gas have decreased substantially, and this reduction in natural gas costs is reflected in the partial settlement stipulation.

The partial settlement stipulation is based on an overall rate of return of 8.25 percent with a common equity ratio of 46.5 percent and a 10.2 percent return on
equity. The Company’s original request was based on a proposed overall rate of return of 8.68 percent with a common equity ratio of 47.5 percent and an 11.0
percent return on equity.
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