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Section 8 — Other Events
Item 8.01 Other Events.

Washington Electric and Natural Gas General Rate Cases

On September 30, 2011, Avista Corporation (Avista Corp. or the Company) and other parties filed a settlement agreement with the Washington Utilities and
Transportation Commission (WUTC) with respect to Avista Corp.’s electric and natural gas general rate cases. Parties to the settlement agreement include the
staff of the WUTC, the Public Counsel Section of the Washington Office of the Attorney General, Northwest Industrial Gas Users, Industrial Customers of
Northwest Utilities and The Energy Project. The Northwest Energy Coalition (NWEC), the only party to not sign the settlement agreement, has indicated that
they plan to pursue approval of an electric decoupling mechanism in this case. NWEC has also indicated, however, that they do not oppose other terms of the
settlement. This settlement agreement is subject to approval by the WUTC.

As agreed to in the settlement stipulation, base electric rates for the Company’s Washington customers would increase by an average of 4.6 percent, which is
designed to increase annual revenues by $20.0 million. Base natural gas rates for the Company’s Washington customers would increase by an average of 2.4
percent, which is designed to increase annual revenues by $3.75 million. The new electric and natural gas rates would become effective on January 1, 2012.

The Company’s original request filed with the WUTC on May 16, 2011 was for an electric rate increase of 9.1 percent, which was designed to increase annual
revenues by $38.3 million. The difference between the original request and the amount in the settlement agreement is due to several factors including a decrease
in natural gas fuel costs for the Company’s thermal generation plants, removal of the proposed Energy Efficiency Load Adjustment, a reduction in certain
operating expenses and adjustments for administrative and general expenses. The original request also included an increase in the common equity ratio and the
return on equity. The specific capital structure ratios and the cost of capital components were not specified in the settlement agreement.

In its May 16, 2011 filing, the Company also requested to increase natural gas rates by an average of 4.0 percent, which was designed to increase annual revenues
by $6.2 million.

As part of the settlement agreement, Avista Corp. has agreed that it will not file a general rate case in Washington prior to April 1, 2012.

The settlement agreement also provides for the deferral of certain generation plant maintenance costs. In order to address the variability in year-to-year
maintenance costs, beginning in 2011, the Company would be allowed to defer changes in maintenance costs related to its Coyote Spring 2 natural gas-fired
generation plant and its 15 percent ownership interest in Units 3&4 of the Colstrip generation plant. The Company would compare actual, non-fuel, maintenance
expenses for the Coyote Springs 2 and Colstrip plants with the amount of baseline maintenance expenses used to establish base retail rates, and defer the
difference. The deferral would occur annually, with no carrying charge, with deferred costs being amortized over a four-year period, beginning in January of the
year following the period costs are deferred. The amount of expense to be requested for recovery in future general rate cases would be the actual maintenance
expense recorded in the test period, less any amount deferred during the test period, plus the amortization of previously deferred costs.
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