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Section 2 – Financial Information

Item 2.05 Costs Associated with Exit or Disposal Activities.

On October 22, 2012, Avista Corporation (Avista Corp. or the Company) announced a voluntary severance incentive program. The Company has concluded that
in order to achieve necessary long-term, Company-wide savings, it must undergo a reduction in its total workforce to reduce employment and related costs.

In general, all employees of Avista Corp. (not including any of its subsidiaries) who are not covered by a collective bargaining agreement are eligible to
participate in the program. Employees who elect to participate in the program will be terminated only upon approval by the Company’s management.

Each participant in the program will be entitled to receive severance pay determined based on the participant’s years of service and base pay as of December 31,
2012. In no event will the severance pay under the program exceed 78 weeks of a participant’s base pay. Severance pay will be distributed in a single lump sum
cash payment to each participant as soon as administratively practicable after December 31, 2012 and in no event later than January 31, 2013.

All terminations under the voluntary severance incentive program are expected to be completed by December 31, 2012. The severance costs under this plan will
be expensed in the fourth quarter of 2012 upon acceptance and cannot be reasonably estimated at this time.
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