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Item 5. Other Information

Federal Energy Regulatory Commission (FERC) Investigation

In January 2003, the FERC Trial Staff, Avista Corporation (Avista Corp.) d/b/a Avista Utilities and Avista Energy filed an Agreement in Resolution with the
FERC’s Chief Administrative Law Judge, which if approved would resolve the investigation that commenced in August 2002. The parties requested that the
judge certify the agreement and forward it to the FERC for its final approval. In the joint motion, the FERC Trial Staff states that its investigation found no
evidence that: (1) any executives or employees of Avista Utilities or Avista Energy knowingly engaged in or facilitated any improper trading strategy; (2) Avista
Utilities or Avista Energy engaged in any efforts to manipulate the western energy markets during 2000 and 2001; and (3) Avista Utilities or Avista Energy
withheld relevant information from the Commission’s inquiry into the western energy markets for 2000 and 2001.

On June 25, 2003, the FERC’s Chief Administrative Law Judge issued an order denying the request to certify the Agreement in Resolution and forward it to the
FERC for its final approval. In the order, the Chief Administrative Law Judge stated, among other things, that there are numerous issues of material fact that
remain unanswered. The order also indicates that there needs to be additional evidence to explain concerns and issues identified in the March 26, 2003 FERC
policy staff report on western energy markets.

In the June 25, 2003 order, the FERC’s Chief Administrative Law Judge reinstated a procedural schedule that calls for further testimony and hearings in the case.
The procedural schedule calls for testimony to be filed in August and September 2003, hearings to begin on October 27, 2003, reply briefs to be filed by
December 15, 2003 and an initial decision to be issued on January 12, 2004.

On July 10, 2003, Avista Corp. and Avista Energy filed an appeal to the June 25, 2003 order that, if approved, would allow the FERC to directly resolve the
pending investigation. In the appeal, Avista Corp. and Avista Energy assert that the FERC’s Chief Administrative Law Judge did not have the opportunity to
consider how other orders, which were issued on June 25, 2003 by the FERC with respect to western energy markets and Enron Corporation, would impact the
case. Those orders provide additional guidance with respect to improper trading activities and further validate the findings of the FERC Trial Staff’s investigation
of Avista Corp. and Avista Energy. The FERC’s Chief Administrative Law Judge has 15 days to respond to the appeal. If the FERC’s Chief Administrative Law
Judge denies the appeal, Avista Corp. has the option to appeal directly to the FERC commissioner assigned to hear appeals. If that appeal were successful, the
case would be presented to the full commission of the FERC.

The FERC Trial Staff has also filed a motion with the FERC’s Chief Administrative Law Judge asking for clarification and reconsideration of the June 25, 2003
order. The FERC’s Trial Staff has requested that the Agreement in Resolution be certified and forwarded to the FERC for its final approval without the need for a
further hearing. On July 17, 2003, Avista Corp. and Avista Energy filed an answer to this motion with the FERC, which supports the FERC Trial Staff’s position.
Avista Corp. and Avista Energy have also requested that if the FERC Trial Staff’s motion or the appeal filed by Avista Corp. and Avista Energy are not granted
that the procedural schedule be adjusted to provide Avista Corp. and Avista Energy the opportunity to respond to testimony filed by intervening parties.

Avista Corp.’s press release disclosing the events of July 10, 2003 is filed as exhibit 99(a) hereto.

Avista Laboratories, Inc. (Avista Labs)

On July 21, 2003, Avista Corp. announced an investment by a group of private equity investors to form a new entity, AVLB Inc., which acquired the assets
previously held by Avista Corp.’s fuel cell manufacturing and development subsidiary, Avista Labs. Avista Corp. will remain as a minority owner with
19.9 percent interest in AVLB Inc., which will continue to do business under the name Avista Labs for up to 24 months. The investors have raised $7.5 million in
funding, which includes a commitment by Avista Corp. to provide funding of up to $1.5 million under certain conditions.

The reduction in Avista Corp.’s ownership interest in this business results in an impairment charge of approximately $2.5 million (net of tax), or $0.05 per diluted
share, during the second quarter of 2003. This impairment charge, as well as operating losses for Avista Labs for the period, will be reported as a discontinued
operation in Avista Corp.’s consolidated financial statements.

Avista Corp.’s press release disclosing this event is filed as exhibit 99(b) hereto.
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Neither the filing of any press release as an exhibit to this Current Report nor the inclusion in such press releases of a reference to Avista Corp.’s Internet address
shall, under any circumstances, be deemed to incorporate the information available at such Internet address into this Current Report. The information available at
Avista Corp.’s Internet address is not part of this Current Report or any other report filed by Avista Corp. with the Securities and Exchange Commission.
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99(a)  Press release dated July 10, 2003
99(b)  Press release dated July 21, 2003

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
thereunto duly authorized.
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 Exhibit 99(a)
   

 News Release
    
Contact:  Media:       Hugh Imhof (509) 495-4264        hugh.imhof@avistacorp.com
  Investors: Angela Teed (509) 495-2930      angela.teed@avistacorp.com
   
  FOR IMMEDIATE RELEASE:
  July 10, 2003
  5:30 p.m. EDT

Avista Appeals Ruling on FERC Investigation
Judge asked to send case directly to commission

Spokane, Wash.: Avista Corp. (NYSE:AVA) today filed an appeal which, if approved, would allow the Federal Energy Regulatory Commission (FERC) to
directly resolve the agency’s pending investigation of Avista’s trading practices. Avista filed the appeal with Chief Administrative Law Judge Curtis L. Wagner
Jr., who on June 25 declined to certify an agreement that would resolve the case and ordered the resumption of a hearing process.

     FERC Trial Staff has also filed a motion with the judge asking for clarification and reconsideration of his June 25 ruling. Trial staff has requested that the
agreement to resolve Avista’s case be certified to the commission for its approval without the need for a further hearing.

     After a lengthy investigation process, FERC Trial Staff concluded that there was no evidence that Avista participated in market manipulation and that the
company cooperated fully with investigators.

     The Avista appeal asserts that FERC’s other orders issued on June 25 provide additional guidance that helps validate the trial staff’s findings.

     Avista’s appeal points out that the company has not participated in practices that FERC defines as unacceptable and that the investigation conducted by FERC
staff thoroughly examined all issues related to energy market activity by Avista.

     “Given that FERC better defined prohibited practices on the same day as Judge Wagner’s decision, we believe that the judge did not have the opportunity to
take into consideration how the commission’s June 25 rulings would affect the findings in Avista’s case,” said Gary G. Ely, chairman, president and chief
executive officer of Avista Corp. “The continuation of this proceeding, in light of the trial staff findings, forces Avista to remain under a needless investigative
cloud.”

-more-

 



 

page two                      Avista Appeals Ruling on FERC Investigation

     Avista Corp. is an energy company involved in the production, transmission and distribution of energy as well as other energy-related businesses. Avista
Utilities is a company operating division that provides electric and natural gas service to customers in four western states. Avista’s non-regulated subsidiaries
include Avista Advantage, Avista Labs and Avista Energy. Avista Corp.’s stock is traded under the ticker symbol “AVA” and its Internet address is
www.avistacorp.com

     Avista Corp. and the Avista Corp. logo are trademarks of Avista Corporation. All other trademarks mentioned in this document are the property of their
respective owners.

     This news release contains forward-looking statements regarding the company’s current expectations. Forward-looking statements are all statements other than
historical facts. Such statements speak only as of the date of the news release and are subject to a variety of risks and uncertainties, many of which are beyond the
company’s control, which could cause actual results to differ materially from the expectations.

     These risks and uncertainties include, in addition to those discussed herein, all of the factors discussed in the company’s Annual Report on Form 10-K for the
year ended Dec. 31, 2002, and the Quarterly Report on Form 10-Q for the quarter ended March 31, 2003.

-0351-

 



 

   

 Exhibit 99(b)
   

 News Release
    
Contact:  Media:       Hugh Imhof (509) 495-4264        hugh.imhof@avistacorp.com
  Investors: Angela Teed (509) 495-2930      angela.teed@avistacorp.com
   
  FOR IMMEDIATE RELEASE:
  July 21, 2003
  1:00 p.m. EDT

Private Equity Group Invests in Avista Labs

Avista Corp. to retain 19.9 percent of fuel cell business

Spokane, Wash.: Avista Corp. (NYSE:AVA) today announced an investment by a private equity group in its fuel cell manufacturing and development subsidiary.
Avista Corp. will remain as a minority owner with 19.9 percent interest in a new entity, AVLB Inc., which will continue to do business under the name Avista
Labs for up to 24 months and is expected to remain in Spokane.

     The equity investors, led by Vancouver, British Columbia-based Chrysalix Energy LP, includes Wall Street Technology Partners of New York and Buerk Craig
Victor LLC of Seattle. The investors have raised an initial $7.5 million in funding which includes a commitment by Avista to provide additional future funding of
up to $1.5 million under certain conditions.

     This transaction is an important step in implementing Avista’s corporate strategy of returning to its core business said Gary G. Ely, chairman, president and
chief executive officer of Avista Corp.

     “We believe there is a great future in the fuel cell industry and that is why we are retaining a portion of the company,” said Ely. “We are very pleased to have
high quality partners who can make this possible. The addition of their investment capital will help Avista Labs achieve its full potential.”

     The reduction in Avista Corp.’s ownership interest in Avista Labs results in an impairment charge of approximately $2.5 million (net of tax), or $0.05 per
diluted share, during the second quarter of 2003. This impairment charge, as well as operating losses for Avista Labs for the period, will be reported as a
discontinued operation in Avista Corp.’s consolidated financial statement.

     Avista Labs develops and manufactures modular Proton Exchange Membrane (PEM) fuel cell products. The company markets a variety of commercially
available fuel cells that utilize its patented Modular Cartridge Technology®.

-more-

 



 

Page two                      Private Equity Group Invests in Avista Labs

     Avista Corp. is an energy company involved in the production, transmission and distribution of energy as well as other energy-related businesses. Avista
Utilities is a company operating division that provides electric and natural gas service to customers in four western states. Avista’s non-regulated subsidiaries
include Avista Advantage and Avista Energy. Avista Corp.’s stock is traded under the ticker symbol “AVA” and its Internet address is www.avistacorp.com

     Avista Corp. and the Avista Corp. logo are trademarks of Avista Corporation. All other trademarks mentioned in this document are the property of their
respective owners.

     This news release contains forward-looking statements regarding the company’s current expectations. Forward-looking statements are all statements other than
historical facts. Such statements speak only as of the date of the news release and are subject to a variety of risks and uncertainties, many of which are beyond the
company’s control, which could cause actual results to differ materially from the expectations.

     These risks and uncertainties include, in addition to those discussed herein, all of the factors discussed in the company’s Annual Report on Form 10-K for the
year ended Dec. 31, 2002, and the Quarterly Report on Form 10-Q for the quarter ended March 31, 2003.
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