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Section 8 – Other Events

Item 8.01 Other Events.

Colstrip Generating Project Unit 4 Unplanned Outage

Avista Corporation (Avista Corp. or the Company) owns a 15 percent interest in Units 3 and 4 of the Colstrip Generating Plant (Colstrip) in southeastern
Montana, a coal-fired facility which is operated by PPL Montana, LLC. The nameplate generation rating attributable to Avista Corp.'s 15 percent interest is
233.4 megawatts (MW) with a present capability of 222.0 MW (or approximately 117 MW and 111 MW, respectively, per unit).

On July 1, 2013, an unplanned outage occurred to Unit 4, with identified damage to the stator and rotor assembly. Initial engineering estimates show the unit
could be out of service for at least six months and the estimate for total repair costs is approximately $30 million, including labor costs, which will be shared
proportionately among all the owners. While the split between capital and expense has not been fully determined, it is likely that a portion of the repair costs
will be capitalized. The plant operator carries property damage insurance coverage on behalf of the owners and has advised the Company that it is planning to
file claims for potential insurance recovery of the repair work. There is a $2.5 million deductible for each event that is allocated proportionally to all the
owners.

The lost generation of Colstrip Unit 4 will result in a combination of 1) lower surplus wholesale sales for Avista, and 2) increased thermal fuel costs or
purchased power costs to replace the energy, which will result in increased net power supply costs for the Company. Avista's initial estimates show an
increase in power supply costs of approximately $12 million system-wide for the remainder of 2013 as a result of the outage. All of the additional costs will
be included in the Energy Recovery Mechanism (ERM) in Washington and the Power Cost Adjustment in Idaho. After consideration of the impacts of the two
recovery mechanisms and the sharing between the Company and its customers, the outage is estimated to have a negative impact on gross margin (operating
revenues less resource costs) in the range of approximately $6 million to $7 million for the remainder of 2013, which will move the ERM from a positive
position within the 75 percent customers/25 percent Company sharing ratio down to a slightly negative position within the $4 million deadband.

Even with the expected reduction in earnings as a result of the unplanned outage, the Company is not revising its 2013 earnings guidance at this time and still
expects consolidated earnings to be in the range $1.70 to $1.90 per diluted share with Avista Utilities contributing in the range of $1.64 to $1.78 per diluted
share.
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