Avista Corp.

1417 East Mission PO Box 2727 e
Spokane, Washington 99220-3727 = T
Telephone  509-489-0500 -
Toll Free  B00-727-9170

October 2, 2009

Public Utility Commission of Oregon
Administrative Hearings Division
550 Capitol St NE #215

Salem OR 97308-2148

Re: UF __ Avista Corp Finance Application

Transmitted herewith is one executed copy of an application for approval of an order authorizing security
issuance,

The application contains as much information as is presently known. As other applicable data or updated
documents become available, they will be forwarded to your attention.

The Company requests to receive an Order of Approval from the Commission by November 9, 2009.
When complete, please send the executed copy of the Order of Approval to:

Ms. Diane C. Thoren, Treasurer
Avista Corporation

1411 East Mission Avenue
Spokane WA 99202-2600

If any questions arise or additional information is needed, please do not hesitate to contact Damien Lysiak
at 509-495-2097 or by email at damien.lysiak@avistacorp.com.

Sincerely,

e = " f

Diane Thoren
Treasurer

Enclosures



BEFORE THE
PUBLIC UTILITY COMMISSION OF OREGON

In the Matter of the Application of )

AVISTA CORPORATION ) APPLICATION
for an Order authorizing the issuance and sale of ) UF-

various debt arrangements not to exceed $100.000,000.00 )

Avista Corporation (hereinafter called "Applicant”) hereby requests the Public Utility Commission of Oregon to enter a
written order establishing that the proposed offering, issuance and sale by the Applicant of certain secured or
unsecured bonds, notes and other evidences of indebtedness, including, without limitation, assumption of any
obligation or liability as guarantor, indorser, surety or otherwise in respect to the securities of any other person, firm,
corporation, or affiliate of the Applicant, and any refunding, extension, renewal or replacement of any of the foregoing

(the “Securities”). Therefore, in accordance with OAR 860-27-0030 and -0043, Applicant respectfully represents:
1. Required information:

(@) The name and address of the Applicant is Avista Corporation, 1411 East Mission Avenue, Spokane
WA 99202-2600.

(b) The Applicant was incorporated in Washington Territory (now the State of Washington) on March 15,
1889. The term of incorporation is perpetual. The Applicant is a public utility, which currently owns and
operates property in Eastern Washington, Northern ldaho, Western Montana, and Northeastern and
Southwestern Oregon. Avista Corporation does business in the State of Oregon as WP Natural Gas.

(c) The name and address of the person authorized on behalf of the Applicant to receive notices and
communications with respect to this Application is Ms. Diane C. Thoren, Treasurer, Avista Corporation, 1411
East Mission Avenue, Spokane, Washington, 99202-2600.

(d) The names and titles of the principal officers of the Applicant, all of whom maintain offices at 1411
East Mission Ave, Spokane, Washington, 99202-2600, are as follows:

Scott L. Morris Chairman of the Board, President & Chief Executive Officer

Mark T. Thies Senior Vice President & Chief Financial Officer

Marian M. Durkin Senior Vice President, General Counsel & Chief Compliance Officer
Karen S. Feltes Senior Vice President & Corporate Secretary

Christy M. Burmeister-Smith Vice President, Controller & Principal Accounting Officer

James M. Kensok Vice President & Chief Information Officer

Don F. Kopczynski Vice President

David J. Meyer Vice President & Chief Counsel for Regulatory & Governmental Affairs
Kelly O. Norwood Vice President

Richard L. Storro Vice President

Jason R. Thackston Vice President

Dennis P. Vermillion Vice President & Environmental Compliance Officer

Roger D. Woodworth Vice President

Diane C. Thoren Treasurer

Don M. Falkner Assistant Treasurer

Susan Y. Fleming Assistant Corporate Secretary

(e) Applicant is engaged in the generation, transmission, distribution, and sale of electric energy, which it sells at
retail to approximately 353,000 residential, commercial, and industrial customers in Eastern Washington and Northern
Idaho, and at wholesale to public utilities, municipalities and others. Its electric properties are operated as a unified
system and are interconnected with adjacent electric utilities. The electric energy sold by the Applicant is generated in
power stations, which it owns in whole or in part or obtained, by purchase or exchange from other utilities and

governmental agencies.

Natural gas is distributed and sold to approximately 313,000 residential, commercial and industrial
customers in Eastern Washington, Northern Idaho, and Central & Southwest Oregon.
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(f) The Applicant's capital stock as of June 30, 2009 was as follows (Dollars in thousands):

Stockholders' Equity:
Avista Corporation Stockholders' Equity:

Common stock, no par value; 200,000,000 shares authorized: 54,670,665 shares
outstanding

774,889

Accumulated other comprehensive loss (5,891)
Retained earnings 264.027
Total Avista Corporation stockholders’ equity 1.033.025

None of the capital stock is held as reacquired securities, pledged, held by affiliated corporations, or held in any fund,
except as noted above.

The Applicant also has authorized 10,000,000 shares of preferred stock, none of which is issued and outstanding.

(g) The Applicant's long-term debt as of June 30, 2009 was as follows:

Authorized QOutstanding
($000s) ($000s)
Description
First Mortgage Bonds
Secured Medium-Term Notes, Series A $ 250,000 $ 48,000
Secured Medium-Term Notes, Series B 250,000 5,000
5.70% Series Due 7-1-2038 150,000 150,000
6.125% Series Due 9-1-2013 (" 150,000 45,000
5.45% Series Due 12-1-2019 ! 90,000
6.25% Series Due 12-1-2035 150,000 150,000
5.95% Series Due 6-1-2018 @ 550,000 250,000
Series C 250,000 50,000
7.25% Series Due 12-16-2013? 30,000
Pollution Control Bonds
Series due March 1, 2034 17,000 17,000
6% Series due 2023 4100 4,100
Trust Preferred Notes
Capital Il 150,000 51,547
Total Long Term Debt® $ 1921100 $  890.647

None of the long-term debt is held as reacquired securities, pledged, held by affiliated corporations, or held in any fund,
except as noted above,

In September 2009 the Company issued $250,000,000 of 5.125 percent first mortgage bonds due in 2022. The First
mortgage bonds were issued under Docket #UF - 4246 with $550 million of authority.

& Jlssued under Docket # UF- 4198 with $150 million authority.

% |ssued under Docket # UF- 4246 with $550 million authority.
¥ Includes current portion of long-term debt.
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(h) Eull Description of Securities Proposed to be Issued.

The Applicant proposes to engage in various secured debt arrangements for purposes authorized by law, in
forms necessary or convenient to its operations, in a total amount of up to and not exceeding $100,000,000 and
for terms which may exceed 364 days and no more than 3 years. The Applicant wishes to achieve greater
flexibility in its borrowing and financial commitments, while increasing liquidity due to the uncertainty of the long
term strength in the credit markets. The Applicant will only enter into transactions where the fees, interest rates
and expenses charged or incurred by the Applicant in connection with the transactions, and any refunding,
extensions, renewals or replacements thereof, are competitive with market prices for similar transactions.

(i) Detailed Description of the Proposed Transaction.

The Applicant currently has a $200,000,000 364-day credit facility that expires on November 24, 2009. The
Applicant intends to renew that credit facility in a total amount of up to and not exceeding $100,000,000 and for a
term of no more than 3 years. The terms for the facility will be determined at closing, and the banks or other
agents will be selected at that time. The terms of these arrangements and the names of the banks, arrangers, or
agents will be supplied at the time of execution. The terms are expected to include first mortgage bonds, which
will be issued to secure the Applicants obligation. The requested authority will allow the Applicant to maintain
greater liquidity and more flexibility in managing its daily cash requirements and upcoming debt maturities and
redemptions. In a time of uncertainty and instability in the credit markets, the Applicant believes it is in the public
interest to maintain as much liquidity and flexibility as possible.

(j) Fees to Persons Other than Attorneys & Accountants. Compensation to any bank or agent for their
services in connection with the handling of the securities is not expected to exceed 1%, including fees for co-
lead arrangers, and such fees do not exceed the customary fees for such services in arm’'s-length transactions
and are reasonable.

(k) Total Amount and Net Proceeds: The estimated available funds under the debt arrangements will not
cumulatively exceed $100,000,000. Current estimated fees and borrowing spreads, based on the Applicant's
current secured debt rating and current market information, are as follows:

Borrowing Spread:

LIBOR Margin: 237.5 — 325 basis points

Base Rate Margin 50-75 basis points
Facility Fees: 37.5 — 75 basis points
Upfront Fees: 50 —100 basis points

(I) Purposes for which the securities are to be issued: The Applicant may use the added liquidity for any or
all of the following purposes: (1) the Applicant's construction, facility improvement, and maintenance programs,
(2) retire or exchange one or more outstanding stock, bond, or note issuances, or other evidences of
indebtedness, (3) to reimburse the treasury for funds previously expended, and (4) for such other purposes, as
may be permitted by law. To the extent that the Company's treasury is refunded, the original expenditures, or
their precedents, were made for purposes described by ORS 757.415(1)(a), (b), or (e). To the extent that the
obligations are discharged or refunded, those obligations or their precedents were used for purposes described
by ORS 757.415(1)(a), (b), or (e).

(m) Similar applications have been filed with the Washington Utilities and Transportation Commission
and the Idaho Public Utilities Commission, in whose jurisdictions the Applicant also operates.

(n) The facts relied upon by the Applicant to show that the proposed transaction is consistent with the
public interest and necessary or appropriate for or consistent with the proper performance by the Applicant of
service as a public utility. The Applicant's capital expenditure program will require a combination of internally
generated cash and external financing. In order to reach and/or maintain its capital structure goals, debt must
be occasionally issued.

(o) Not Applicable
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2. Submitted herewith are the following exhibits as required:

Exhibit A
Exhibit B

Exhibit C

Exhibit D

Exhibit E
Exhibit F
Exhibit G
Exhibit H
Exhibit |

Exhibit J

Exhibit K

DWT 13393004v2 0088333-000022

The Applicant's Articles of Incorporation

The Applicant's Bylaws

A copy of the resolutions adopted by the Finance Committee of the Applicant's
Board, along with a copy of the resolutions delegating the relevant authority to
the Finance Committee adopted by the Applicant's Board will be filed when
available, but before financing is closed.

A supplemental indenture will be filed when available, but before financing is
closed.

A balance sheet as of June 30, 2009

A statement of contingent liabilities as of June 30, 2009

An income statement for the 6 months ended June 30, 2009

An analysis of retained earnings for the 6 months ended June 30, 2009
Not applicable

Drafts of transactional documents will be supplied when available.

Draft of evidence of indebtedness will be supplied when available.



WHEREFORE, the Applicant respectfully requests the Public Utility Commission of Oregon to enter a written order
authorizing the proposed offering, issuance and sale by the Applicant of up to $100,000,000.00 of certain secured or
unsecured bonds, notes and other evidences of indebtedness, including, without limitation, assumption of any
obligation or liability as guarantor, indorser, surety or otherwise in respect to the securities of any other person, firm,

corporation, or affiliate of the Applicant, and any refunding, extension, renewal or replacement of any of the foregoing
(the “Securities”).

AVISTA CORPORATION

By I o ?""{:.".‘:_"___'-'_ -_.‘— _:_' .fr".__. Gr—

Diane C. Thoren, Treasurer

Dated: October 2, 2009

STATE OF WASHINGTON )
County of Spokane )

l, Diane C. Thoren, being duly sworn, depose and say that | am the Treasurer of Avista Corporation, the
Applicant in the foregoing Application; that | have read said Application, including all Exhibits thereto, and know
the contents thereof; and that the same are true to the best of my knowledge and belief.

.
KA — L N

Diane C. Thoren, Treasurer

I..'.IlllllillllltlIIIIlIIIIllIiIIIllI{ElIIllllllI!I;l gng%iggé%i?oﬁg%so\ggom to before me this
Notary Public '
State of Washington

S ANITA L. SWANSON
&

Notary Public fdr Washington

OMMISSION EXPIRES
LA June 17,2013

FIRRRITREERRRRORRODNARRERONRRRAUOINEERANNED

Elisaennonneananion

My Commission Expires:
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FILED

SECRETARY OF STATE
RESTATED

JUN 062008 ARTICLES OF INCORPORATION OF
STATE OF WASHINGTON AVISTA CORPORATION

Know all men by these presents that we have this day voluntarily associated ourselves together for
the purpose of forming, and we do hereby form and agree to become a Corporation, under and by virtue
of the laws of the Territory of Washington, and for such purpose we do hereby certify:-

FIRST: That the name of said Corporation is Avista Corporation.
SECOND: The objects and purposes for which the Corporation is formed are:

To acquire, buy, hold, own, sell, lease, exchange, dispose of, finance, deal in, construct, build, equip.
improve, use, operate, maintain and work upon:

(a) Any and all kinds of plants and systems for the manufacture, production, storage, utilization,
purchase, sale, supply, transmission, distribution or disposition of electric energy, natural or
artificial gas, water or steam, or power produced thereby, or of ice and refrigeration of any and
every kind;

(b) Any and all kinds of telephone, telegraph, radio, wireless and other systems, facilities and
devices for the receipt and transmission of sounds and signals, any and all kinds of interurban,
city and street railways and bus lines for the transportation of passengers and/or freight,
transmission lines, systems, appliances, equipment and devices and tracks, stations, buildings
and other structures and facilities;

(c) Any and all kinds of works, power plants, manufactories, structures, substations, systems,
tracks, machinery, generators, motors, lamps, poles, pipes, wires, cables, conduits, apparatus,
devices, equipment, supplies, articles and merchandise of every kind pertaining to or in anywise
connected with the construction, operation or maintenance of telephone, telegraph, radio,
wireless and other systems, facilities and devices for the receipt and transmission of sounds and
signals, or of interurban, city and street railways and bus lines, or in anywise connected with or
pertaining to the manufacture, production, purchase, use, sale, supply, transmission, distribution,
regulation, control or application of electric energy, natural or artificial gas, water, steam, ice,
refrigeration and power or any other purpose;

To acquire, buy, hold, own, sell, lease, exchange, dispose of, transmit, distribute, deal in, use,
manufacture, produce, furnish and supply street and interurban railway and bus service, electric energy,
natural or artificial gas, light, heat, ice, refrigeration, water and steam in any form and for any purposes
whatsoever; and any power or force, or energy in any form and for any purposes whatsoever;

To manufacture, produce, buy or in any other manner acquire, and to sell, furnish, dispose of and
distribute steam for heating or other purposes, and to purchase, lease or otherwise acquire, build,
construct, erect, hold, own, improve, enlarge, maintain, operate, control, supervise and manage and (o
sell, lease or otherwise dispose of plants, works and facilities, including distribution systems, mains,
pipes, conduits and meters, and all other necessary apparatus and appliances used or useful or convenient
for use in the business of manufacturing, producing, selling, furnishing, disposing of and distributing
steam for heating or for any other purposes;



To acquire, organize, assemble, develop, build up and operate constructing and operating and other
organizations and systems, and to hire, sell, lease, exchange, turn over, deliver and dispose of such
organizations and systems in whole or in part and as going organizations and systems and otherwise, and
to enter into and perform contracts, agreements and undertakings of any kind in connection with any or
all of the foregoing powers;

To do a general contracting business;

To purchase, acquire, develop, mine, explore, drill, hold, own, sell and dispose of lands, interest in
and rights with respect to lands and waters and fixed and movable property;

To plan, design, construct, alter, repair, remove or otherwise engage in any work upon bridges, dams,
canals, piers, docks, wharfs, buildings, structures, foundations, mines, shafts, tunnels, wells, waterworks
and all kinds of structural excavations and subterranean work and generally to carry on the business of
contractors and engineers;

To manufacture, improve and work upon and to deal in, purchase, hold, sell and convey minerals,
metals, wood, oils and other liquids, gases, chemicals, animal and plant products or any of the products
and by-products thereof or any article or thing into the manufacture of which any of the foregoing may
enter;

To manufacture, improve, repair and work upon and to deal in, purchase, hold, sell and convey any
and all kinds of machines, instruments, tools, implements, mechanical devices, engines, boilers, motors,
generators, rails, cars, ships, boats, launches, automobiles, trucks, tractors, airships, aeroplanes, articles
used in structural work, building materials, hardware, textiles, clothing, cloth, leather goods, furs and any
other goods, wares and merchandise of whatsoever kind;

To construct, erect and sell buildings and structures in and on any lands for any use or purpose; Lo
equip and operate warehouses, office buildings, hotels, apartment houses, apartment hotels and
restaurants, or any other buildings and structures of whatsoever kind;

To guarantee, purchase, hold, sell, assign, transfer, mortgage, pledge or otherwise dispose of the
shares of the capital stock of, or any bonds, securities or evidences of indebtedness created by any other
corporation or corporations of the state of Washington or of any other state or government, and, while the
owner of such stock, to exercise all the rights, powers and privileges of individual ownership with respect
thereto, including the right to vote thereon, and to consent and otherwise act with respect thereto;

To aid in any manner any corporation or association, domestic or foreign, or any firm or individual,
any shares of stock in which or any bonds, debentures, notes, securities, evidence of indebtedness,
contracts or obligations of which are held by or for the Corporation or in which or in the welfare of
which the Corporation shall have any interest, and to do any acts designed to protect, preserve, improve
or enhance the value of any property at any time held or controlled by the Corporation, or in which it may
be interested at any time; and to organize or promote or facilitate the organization of subsidiary
companies;

To purchase from time to time any of its stock outstanding (so far as may be permitted by law) at
such price as may be fixed by its Board of Directors or Executive Committee and accepted by the holders
of the stock purchased, and to résell any stock so purchased at such price as may be fixed by its said
Board of Directors or Executive Committee;
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In any manner to acquire, enjoy, utilize and to sell or otherwise dispose of patents, copyrights and
trademarks and any licenses or other rights or interests therein and thereunder;

To purchase, acquire, hold, own and sell or otherwise dispose of franchises, concessions, consents,
privileges and licenses;

To borrow money and contract debts, to issue bonds, promissory notes, bills of exchange, debentures
and other obligations and evidences of indebtedness payable at a specified time or times or payable upon
the happening of a specified event or events, whether secured by mortgage, pledge or otherwise or
unsecured, for money borrowed or in payment for property purchased or acquired or any other lawful
objects; all as may be determined from time to time by the Board of Directors or Executive Committee of
the Corporation, pursuant to the authority hereby conferred;

To create mortgages or deeds of trust which shall cover and create a lien upon all or any part of the
property of the Corporation of whatsoever kind and wheresoever situated, then owned or thereafter
acquired, and to provide in any such mortgage or deed of trust that the amount of bonds or other
evidences of indebtedness to be issued thereunder and to be secured thereby shall be limited to a definite
amount or limited only by the conditions therein specified and to issue or cause to be issued by the
Corporation the bonds or other evidences of indebtedness to be secured thereby; all as may be
determined from time to time by the Board of Directors or Executive Committee of the Corporation
pursuant to the authority hereby conferred;

To do all and everything necessary and proper for the accomplishment of the objects enumerated in
these Articles of Incorporation or any amendment thereof or necessary or incidental to the protection and
benefit of the Corporation, and in general to carry on any lawful business necessary or incidental to the
attainment of the objects of the Corporation whether or not such business is similar in nature to the
objects set forth in these Articles of Incorporation or any amendment thereaf;

To do any or all things herein set forth, to the same extent and as fully as natural persons might or
could do, and in any part of the world, and as principal, agent, contractor or otherwise, and either alone
or in conjunction with any other persons, firms, associations or corporations;

To conduct its business in any or all its branches in the state of Washington, other states, the District
of Columbia, the territories and colonies of the United States, and any foreign countries, and to have one
or more offices out of the state of Washington.

THIRD:

(a) The amount of capital with which the Corporation will begin to carry on business hereunder
shall be FIVE MILLION FIVE HUNDRED DOLLARS ($5,000,500).

(b) The aggregate number of shares of capital stock which the Corporation shall have authority to
issue is 210,000,000 shares, divided into 10,000,000 shares of Preferred Stock without nominal
or par value, issuable in series as hereinafter provided, and 200,000,000 shares of Common
Stock without nominal or par value.

(c) A statement of the preferences, limitations and relative rights of each class of capital stock of
the Corporation, namely, the Preferred Stock without nominal or par value and the Common
Stock without nominal or par value, of the variations in the relative rights and preferences as
between series of the Preferred Stock insofar as the same are fixed by these Articles of
Incorporation, and of the authority vested in the Board of Directors of the Corporation to



(d)

(e)

establish series of Preferred Stock and to fix and determine the variations in the relative rights
and preferences as between series insofar as the same are not fixed by these Articles of
Incorporation and as to which there may be variations between series is as follows.

The shares of the Preferred Stock may be divided into and issued in series. Each series shall be
so designated as to distinguish the shares thereof from the shares of all other series of the
Preferred Stock and all other classes of capital stock of the Corporation. To the extent that these
Articles of Incorporation shall not have established series of the Preferred Stock and fixed and
determined the variations in the relative rights and preferences as between series, the Board of
Directors shall have authority, and is hereby expressly vested with authority, to divide the
Preferred Stock into series and, within the limitations set forth in these Articles of Incorporation
and such limitations as may be provided by law, to fix and determine the relative rights and
preferences of any series of the Preferred Stock so established. Such action by the Board of
Directors shall be expressed in a resolution or resolutions adopted by it prior to the issuance of
shares of each series, which resolution or resolutions shall also set forth the distinguishing
designation of the particular series of the Preferred Stock established thereby. Without limiting
the generality of the foregoing, authority is hereby expressly vested in the Board of Directors so
to fix and determine, with respect to any series of the Preferred Stock:

(1) the rate or rates of dividend, if any, which may be expressed in terms of a formula or other
method by which such rate or rates shall be calculated from time to time, and the date or
dates on which dividends may be payable;

(2) whether shares may be redeemed and, if so. the redemption price and the terms and
conditions of redemption;

(3) the amount payable upon shares in event of voluntary and involuntary liquidation;
(4) sinking fund provisions, if any, for the redemption or purchase of shares; and
(5) the terms and conditions, if any, on which shares may be converted.

All shares of the Preferred Stock of the same series shall be identical except that shares of
the same series issued at different times may vary as to the dates from which dividends thereon
shall be cumulative; and all shares of the Preferred Stock, irrespective of series, shall constitute
one and the same class of stock, shall be of equal rank, and shall be identical except as to the
designation thereof, the date or dates from which dividends on shares thereof shall be
cumulative, and the relative rights and preferences set forth above in clauses (1) through (5) of
this subdivision (d), as to which there may be variations between different series. Except as
may be otherwise provided by law, by subdivision (j) of this Article THIRD, or by the
resolutions establishing any series of Preferred Stock in accordance with the foregoing
provisions of this subdivision (d), whenever the written consent, affirmative vote, or other
action on the part of the holders of the Preferred Stock may be required for any purpose, such
consent, vote or other action shall be taken by the holders of the Preferred Stock as a single
class irrespective of series and not by different series.

Out of any funds legally available for the payment of dividends, the holders of the Preferred
Stock of each series shall be entitled, in preference to the holders of the Common Stock, to
receive, but only when and as declared by the Board of Directors, dividends at the rate or rates
fixed and determined with respect to each series in accordance with these Articles of
Incorporation, and no more, payable as hereinafter provided. Such dividends shall be cumulative



(f)

so that if for all past dividend periods and the then current dividend periods dividends shall not
have been paid or declared and set apart for payment on all outstanding shares of each series of
the Preferred Stock, at the dividend rates fixed and determined for the respective series, the
deficiency shall be fully paid or declared and set apart for payment before any dividends on the
Common Stock shall be paid or declared and set apart for payment; provided, however, that
nothing in this subdivision (e) or elsewhere in these Articles of Incorporation shall prevent the
simultaneous declaration and payment of dividends on both the Preferred Stock and the
Common Stock if there are sufficient funds legally available to pay all dividends concurrently.
Dividends on all shares of the Preferred Stock of each series shall be cumulative from the date
of issuance of shares of such series. If more than one series of the Preferred Stock shall be
outstanding and if dividends on each series shall not have been paid or declared and set apart for
payment, at the dividend rate or rates fixed and determined for such series, the shares of the
Preferred Stock of each series shall share ratably in the payment of dividends including
accumulations, if any, in accordance with the sums which would be payable on such shares if all
dividends were declared and paid in full. As to all series of Preferred Stock, the dividend
payment dates for regular dividends shall be the fifteenth day of March, June, September and
December in each vear, unless other dividend payment dates shall have been fixed and
determined for any series in accordance with subdivision (d) of this Article THIRD, and the
dividend period in respect of which each regular dividend shall be payable in respect of each
series shall be the period commencing on the next preceding dividend payment date for such
series and ending on the day next preceding the dividend payment date for such dividend. No
interest, or sum of money in lieu of interest, shall be payable in respect of any dividend payment
or payments which may be in arrears.

Subject to the limitations set forth in paragraph (e) or elsewhere in these Articles of
Incorporation (and subject to the rights of any class of stock hereafter authorized), dividends
may be paid on the Common Stock when and as declared by the Board of Directors out of any
funds legally available for the payment of dividends, and no holder of shares of any series of the
Preferred Stock as such shall be entitled to share therein.

In the event of any voluntary dissolution, liquidation or winding up of the Corporation, before
any distribution or payment shall be made to the holders of the Common Stock, the holders of
the Preferred Stock of each series then outstanding shall be entitled to receive out of the net
assets of the Corporation available for distribution to its shareholders the respective amounts per
share fixed and determined in accordance with these Articles of Incorporation to be payable on
the shares of such series in the event of voluntary liquidation, and no more, and in the event of
any involuntary dissolution, liquidation or winding up of the Corporation, before any
distribution or payment shall be made to the holders of the Common Stock, the holders of the
Preferred Stock of each series then outstanding shall be entitled to receive out of the net assets
of the Corporation available for distribution to its shareholders the respective amounts per share
fixed and determined in accordance with these Articles of Incorporation to be payable on the
shares of such series in the event of involuntary liquidation, and no more. If upon any
dissolution, liquidation or winding up of the Corporation, whether voluntary or involuntary, the
net assets of the Corporation available for distribution to its shareholders shall be insufficient to
pay the holders of all outstanding shares of Preferred Stock of all series the full amounts to
which they shall be respectively entitled as aforesaid, the entire net assets of the Corporation
available for distribution shall be distributed ratably to the holders of all outstanding shares of
Preferred Stock of all series in proportion to the amounts to which they shall be respectively so
entitled. For the purposes of this and the next succeeding subdivision, and without limiting the
right of the Corporation to distribute its assets or to dissolve, liquidate or wind up in connection
with any sale, merger or consolidation, the sale of all or substantially all of the property of the



(h)

(1

Corporation, or the merger or consolidation of the Corporation into or with any other
corporation or corporations, shall not be deemed to be a distribution of assets or a dissolution,
liquidation or winding up of the Corporation, whether voluntary or involuntary.

Subject to the limitations set forth in subdivision (g) of this Article THIRD or elsewhere in
these Articles of Incorporation (and subject to the rights of any class of stock hereafter
authorized) upon any dissolution, liquidation or winding up of the Corporation, whether
voluntary or involuntary, any net assets of the Corporation available for distribution to its
shareholders shall be distributed ratably to holders of the Common Stock.

The Preferred Stock may be redeemed in accordance with the following provisions of this
subdivision (i):

(1) Bach series of the Preferred Stock which has been determined to be redeemable as
permitted by subdivision (d) of this Article THIRD may be redeemed in whole or in part by
the Corporation, at its election expressed by resolution of the Board of Directors, at any
time or from time to time, at the then applicable redemption price fixed and determined
with respect to each series, subject however, to any terms and conditions specified in
respect of any series of the Preferred Stock in accordance with subdivision (d) of this
Article THIRD. If less than all of the shares of any series are to be redeemed, the
redemption shall be made either pro rata or by lot in such manner as the Board of Directors
shall determine.

(2) In the event the Corporation shall so elect to redeem shares of the Preferred Stock, notice
of the intention of the Corporation to do so and of the date and place fixed for redemption
shall be mailed not less than thirty nor more than ninety days before the date fixed for
redemption to each holder of shares of the Preferred Stock to be redeemed at his address as
it shall appear on the books of the Corporation, and on and after the date fixed for
redemption and specified in such notice (unless the Corporation shall default in making
payment of the redemption price), such holders shall cease to be shareholders of the
Corporation with respect to such shares and shall have no interest in or claim against the
Corporation with respect to such shares, excepting only the right to receive the redemption
price therefor from the Corporation on the date fixed for redemption, without interest, upon
endorsement, if required, and surrender of their certificates for such shares.

(3) Contemporaneously with the mailing of notice of redemption of any shares of the Preferred
Stock as aforesaid or at any time thereafter on or before the date fixed for redemption, the
Corporation may, if it so elects, deposit the aggregate redemption price of the shares to be
redeemed with any bank or trust company doing business in the City of New York, New
York, or Spokane, Washington, having a capital and surplus of at least $5,000,000, named
in such notice, payable on the date fixed for redemption in the proper amounts to the
respective holders of the shares to be redeemed, upon endorsement, if required, and
surrender of their certificates for such shares, and on and after the making of such deposit
such holders shall cease to be shareholders of the Corporation with respect to such shares
and shall have no interest in or claim against the Corporation with respect to such shares,
excepting only the right to exercise such redemption or exchange rights, if any, on or
before the date fixed for redemption as may have been provided with respect to such shares
or the right to receive the redemption price of their shares from such bank or trust company
on the date fixed for redemption, without interest, upon endorsement, if required, and
surrender of their certificates for such shares.



@

“)

(3)

If the Corporation shall have so elected to deposit the redemption moneys with a bank or
trust company, any moneys so deposited which shall remain unclaimed at the end of six
years after the redemption date shall be repaid to the Corporation, and upon such
repayment holders of Preferred Stock who shall not have made claim against such moneys
prior to such repayment shall be deemed to be unsecured creditors of the Corporation for
an amount, without interest, equal to the amount they would theretofore have been entitled
to receive from such bank or trust company. Any redemption moneys so deposited which
shall not be required for such redemption because of the exercise, after the date of such
deposit, of any right of conversion or exchange or otherwise, shall be returned to the
Corporation forthwith. The Corporation shall be entitled to receive any interest allowed by
any bank or trust company on any moneys deposited with such bank or trust company as
herein provided, and the holders of any shares called for redemption shall have no claim
against any such interest.

Nothing herein contained shall limit any legal right of the Corporation to purchase or
otherwise acquire any shares of the Preferred Stock.

The holders of the Preferred Stock shall not have any right to vote for the election of Directors
or for any other purpose except as otherwise provided by law and as set forth below in this
subdivision of this Article THIRD or elsewhere in these Articles of Incorporation. Holders of
Preferred Stock shall be entitled to notice of each meeting of shareholders at which they shall
have any right to vote but except as may be otherwise provided by law shall not be entitled to
notice of any other meeting of shareholders.

(1)

Whenever and as often as, at any date, dividends payable on any shares of the Preferred
Stock shall be in arrears in an amount equal to the aggregate amount of dividends
accumulated on such shares of the Preferred Stock over the eighteen-month period ended
on such date, the holders of the Preferred Stock of all series, voting separately and as a
single class, shall be entitled to vote for and to elect a majority of the Board of Directors,
and the holders of the Common Stock, voting separately and as a single class, shall be
entitled to vote for and to elect the remaining Directors of the Corporation. The right of
the holders of the Preferred Stock to elect a majority of the Board of Directors shall,
however, cease when all defaults in the payment of dividends on their stock shall have
been cured and such dividends shall be declared and paid out of any funds legally available
therefor as soon as in the judgment of the Board of Directors is reasonably practicable.
The terms of office of all persons who may be Directors of the Corporation at the time the
right to elect Directors shall accrue to the holders of the Preferred Stock as herein provided
shall terminate upon the election of their successors at a meeting of the shareholders of the
Corporation then entitled to vote. Such election shall be held at the next Annual Meeting
of Shareholders or may be held at a special meeting of shareholders but shall be held upon
notice as provided in the Bylaws of the Corporation for a special meeting of the
shareholders. Any vacancy in the Board of Directors occurring during any period when the
Preferred Stock shall have elected representatives on the Board shall be filled by a majority
vote of the remaining Directors representing the class of stock theretofore represented by
the Director causing the vacancy. At all meetings of the shareholders held for the purpose
of electing Directors during such times as the holders of the Preferred Stock shall have the
exclusive right to elect a majority of the Board of Directors of the Corporation, the
presence in person or by proxy of the holders of a majority of the outstanding shares of
Preferred Stock of all series shall be required to substitute a quorum of such class for the
election of Directors, and the presence in person or by proxy of the holders of a majority of
the outstanding shares of Common Stock shall be required to constitute a quorum of such



(3)

class for the election of Directors; provided, however, that the absence of a quorum of the
holders of stock of either class shall not prevent the election at any such meeting, or
adjournment thereof, of Directors by the other class if the necessary quorum of the holders
of stock of such class is present in person or by proxy at such meeting; and provided
further, that, in the absence of a quorum of the holders of stock of either class, a majority
of those holders of such stock who are present in person or by proxy shall have the power
to adjourn the election of those Directors to be elected by that class from time to time
without notice, other than announcement at the meeting, until the requisite amount of
holders of stock of such class shall be present in person or by proxy.

So long as any shares of the Preferred Stock shall be outstanding, the Corporation shall
not, without the affirmative vote of the holders of at least a majority of the shares of the
Preferred Stock at the time outstanding, adopt any amendment to these Articles of
Incorporation if such amendment would:

(i)  create or authorize any new class of stock ranking prior to or on a parity with the
Preferred Stock as to dividends or upon dissolution, liquidation or winding up;

(ii) increase the authorized number of shares of the Preferred Stock; or

(iii) change any of the rights or preferences of the Preferred Stock at the time outstanding
provided, however, that if any proposed change of any of the rights or preferences of
any outstanding shares of the Preferred Stock would affect the holders of shares of
one or more, but not all, series of the Preferred Stock then outstanding, only the
affirmative vote of the holders of at least a majority of the total number of
outstanding shares of all series so affected shall be required; and provided further,
that nothing herein shall authorize the adoption of any amendment to these Articles
of Incorporation by the vote of the holders of a lesser number of shares of the
Preferred Stock, or of any other class of stock, or of all classes of stock, than is
required for such an amendment by the laws of the state of Washington at the time

applicable thereto.

So long as any shares of the Preferred Stock shall be outstanding, the Corporation shall
not, without the affirmative vote of the holders of at least a majority of the shares of the
Preferred Stock at the time outstanding, issue any shares of the Preferred Stock, or of any
other class of stock ranking prior to or on a parity with the Preferred Stock as to dividends
or upon dissolution, liquidation or winding up, unless the net income of the Corporation
available for the payment of dividends for a period of twelve consecutive calendar months
within the fifieen calendar months immediately preceding the issuance of such shares
(including, in any case in which such shares are to be issued in connection with the
acquisition of new property, the net income of the property so to be acquired, computed on
the same basis as the net income of the Corporation) is at least equal to one and one-half
times the annual dividend requiremenis on all shares of the Preferred Stock, and on all
shares of all other classes of stock ranking prior to or on a parity with the Preferred Stock
as to dividends or upon dissolution, liquidation or winding up, which will be outstanding
immediately after the issuance of such shares, including the shares proposed to be issued;
provided, however, that if the shares of any series of the Preferred Stock or any such prior
or parity stock shall have a variable dividend rate, the annual dividend requirement on the
shares of such series shall be determined by reference to the weighted average dividend
rate on such shares during the twelve-month period for which the net income of the
Corporation available for the payment of dividends shall have been determined; and



provided, further, that if the shares of the series to be issued are to have a variable dividend
rate, the annual dividend requirement on the shares of such series shall be determined by
reference to the initial dividend rate upon the issuance of such shares. In any case where it
would be appropriate, under generally accepted accounting principles to combine or
consolidate the financial statements of any parent or subsidiary of the Corporation with
those of the Corporation, the foregoing computation may be made on the basis of such
combined or consolidated financial statements.

(k) Subject to the limitations set forth in subdivision (j) of this Article THIRD (and subject to the
rights of any class of stock hereafter authorized), and except as may be otherwise provided by
law, the holders of the Common Stock shall have the exclusive right to vote for the election of
Directors and for all other purposes. At each meeting of shareholders, each holder of stock
entitled to vote thereat shall be entitled to one vote for each share of such stock held by him and
recorded in his name on the record date for such meeting, and may vote and otherwise act in
person or by proxy. Voting in the election of directors by shares within each voting group shall
be governed by the additional provisions set forth below:

(1) In an election of directors which is not a contested election (as defined below):

(A) Each vote entitled to be cast may be cast for or cast against one or more candidates, or a

(B)

(®)

(D)

shareholder may indicate an abstention with respect to one or more candidates.
Shareholders shall not be entitled to cumulate votes;

A candidate shall be elected by such voting group if the number of votes cast within
such voting group for such candidate exceeds the number of votes cast within such
voting group against such candidate. A candidate who does not receive such majority of
votes cast but who is a director at the time of the election shall continue to serve as a
director for a term that shall terminate on the date that is the earliest of (I) the date of
the commencement of the term of a new director selected by the board of directors to
fill the office held by such director, (II) the effective date of the resignation of such
director and (I1I) the date of the next Annual Meeting of Shareholders;

Only votes cast for and votes cast against a candidate shall be taken into account in
determining whether the votes required for the election of such candidate have been
received. Shares otherwise present at the meeting but for which there is an abstention
with respect to a candidate or as to which no authority or direction to vote is given or
specified with respect to a candidate shall not be deemed to have been voted; and

In the event that a director does not receive the required majority vote for election, a
majority of the other directors duly elected by shares within such voting group in such
or a prior election may select any qualified individual to fill the office held by such
director, such selection being deemed to constitute the filling of a vacancy.

(2) In a contested election:

(A)

Each vote entitled to be cast may be cast for one or more candidates (not to exceed the
number of directors to be elected), or may be withheld with respect to one or more
candidates. Shareholders shall not be entitled to cumulate votes; and

(B) The candidates elected shall be those receiving the largest numbers of votes cast within

such voting group, up to the number of directors to be elected.
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(3) An election of directors by a voting group shall be deemed to be a “contested election” with
respect to such voting group if at the expiration of the time fixed in the Bylaws requiring
advance notice of a shareholder’s intent to nominate a person for election as a director, there
are more candidates for election by such voting group than the number of directors to be
elected by such voting group, one or more of whom have been properly proposed by
shareholders.

Subject to the limitations set forth in subdivision (j) of this Article THIRD (and subject to the
rights of any class of stock hereafter authorized), and except as may be otherwise provided by
law, upon the vote of a majority of all of the Directors of the Corporation and of the holders of
record of two-thirds of the total number of shares of the Corporation then issued and outstanding
and entitled to vote (or, if the vote of a larger number or different proportion of shares is required
by the laws of the state of Washington, notwithstanding the above agreement of the shareholders
of the Corporation to the contrary, then upon the vote of the holders of record of the larger
number or different proportion of shares so required) the Corporation may from time to time
create or authorize one or more other classes of stock with such preferences, designations, rights,
privileges, powers, restrictions, limitations and qualifications as may be determined by said vote,
which may be the same or different from the preferences, designations, rights, privileges, powers,
restrictions, limitations and qualifications of the classes of stock of the Corporation then
authorized and/or the Corporation may increase or decrease the number of shares of one or more
of the classes of stock then authorized.

(m) All stock of the Corporation without nominal or par value whether authorized herein or upon

(n)

subsequent increases of capital stock or pursuant to any amendment hereof may be issued, sold
and disposed of by the Corporation from time to time for such consideration in labor, services,
money or property as may be fixed from time to time by the Board of Directors and authority to
the Board of Directors so to fix such consideration is hereby granted by the shareholders. The
consideration received by the Corporation from the issuance and sale of new or additional
shares of capital stock without par value shall be entered in the capital stock account.

No holder of any stock of the Corporation shall be entitled as of right to purchase or subscribe
for any part of any stock of the Corporation authorized herein or of any additional stock of any
class to be issued by reason of any increase of the authorized capital stock of the Corporation or
of any bonds, certificates of indebtedness, debentures or other securities convertible into stock
of the Corporation but any stock authorized herein or any such additional authorized issue of
any stock or of securities convertible into stock may be issued and disposed of by the Board of
Directors to such persons, firms, corporations or associations upon such terms and conditions as
the Board of Directors in their discretion may determine without offering any thereof on the
same terms or any terms to the shareholders then of record or to any class of shareholders.

FOURTH: The duration of the Corporation shall be perpetual.

FIFTH: The number of Directors of the Corporation shall be such number, not to exceed eleven (11),

as shall be specified from time to time by the Board of Directors in the Bylaws; provided, however, that
if the right to elect a majority of the Board of Directors shall have accrued to the holders of the Preferred
Stock as provided in paragraph (1) of subdivision (j) of Article THIRD, then, during such period as such
holders shall have such right, the number of directors may exceed eleven (11). The Directors shall be
divided into three classes, as nearly equal in number as possible. Commencing with the directors elected
at the 1987 Annual Meeting of Sharcholders, the term of office of the first class shall expire at the 1988
Annual Meeting of Shareholders, the term of office of the second class shall expire at the 1989 Annual
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Meeting of Shareholders and the term of office of the third class shall expire at the 1990 Annual Meeting
of Shareholders. At each Annual Meeting of Shareholders thereafter, Directors elected to succeed those
Directors whose terms expire shall be elected for a term of office to expire at the third succeeding Annual
Meeting of Shareholders after their election. Notwithstanding the foregoing, Directors elected by the
holders of the Preferred Stock in accordance with paragraph (1) of subdivision (j) of Article THIRD shall
be clected for a term which shall expire not later than the next Annual Meeting of Shareholders. All
Directors shall hold office until the expiration of their respective terms of office and until their
successors shall have been elected and qualified.

Subject to the provisions of paragraph (1) of subdivision (j) of Article THIRD, (a) any vacancy
occurring in the Board of Directors may be filled by the affirmative vote of a majority of the remaining
Directors though less than a quorum of the Board of Directors and any director so elected to fill a
vacancy shall be elected for the unexpired term of his or her predecessor in office and (b) any
directorship to be filled by reason of an increase in the number of Directors may be filled by the Board of
Directors for a term of office continuing only until the next election of Directors by the shareholders.

No decrease in the number of directors constituting the Board of Directors shall shorten the term of
any incumbent director.

Subject to the provisions of paragraph (1) of subdivision (j) of Article THIRD and the provisions of
the next preceding paragraph of this Article FIFTH, any Director may be removed from office at any
time, but only for cause and only by the affirmative vote of the holders of at least a majority of the voting
power of all of the shares of capital stock of the Corporation entitled generally to vote in the election of
directors (such stock being hereinafter in these Articles of Incorporation called "Voting Stock"), voting
together as a single class, at a meeting of sharcholders called expressly for that purpose; provided,
however, that if less than the entire Board of Directors is to be removed, no one of the directors may be
removed if the votes cast against the removal of such director would be sufficient to elect such director if
then cumulatively voted at an election of the class of Directors of which such director is a part.

Notwithstanding anything contained in these Articles of Incorporation to the contrary, the provisions
of this Article FIFTH shall not be altered, amended or repealed, and no provision inconsistent therewith
shall be included in these Articles of Incorporation or the Bylaws of the Corporation, without the
affirmative vote of the holders of at least eighty percent (80%) of the voting power of all of the shares of
the Voting Stock, voting together as a single class.

SIXTH: That the principal place of business of said Corporation shall be Spokane, Spokane County,
Washington.

SEVENTH: The corporate powers shall be exercised by the Board of Directors, except as otherwise
provided by statute or by these Articles of Incorporation. The Board of Directors shall have power to
authorize the payment of compensation to the Directors for services to the Corporation, including fees for
attendance at meetings of the Board of Directors and other meetings, and to determine the amount of
such compensation and fees.

The Board of Directors shall have power to adopt, alter, amend and repeal the Bylaws of the
Corporation. To the extent provided under the laws of the state of Washington, any Bylaws adopted by
the Directors under the powers conferred hereby may be repealed or changed by the shareholders.

An Executive Committee may be appointed by and from the Board of Directors in such manner and

subject to such regulations as may be provided in the Bylaws, which committee shall have and may
exercise, when the Board is not in session, all the powers of said Board which may be lawfully delegated
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subject to such limitations as may be provided in the Bylaws or by resolutions of the Board. The fact that
the Executive Committee has acted shall be conclusive evidence that the Board was not in session at the
time of such action. Additional committees may be appointed by and from the Board of Directors in such
manner and subject to such regulations as may be provided in the Bylaws. Any action required or
permitted by these Articles of Incorporation to be taken by the Board of Directors of the Corporation may
be taken by a duly authorized committee of the Board of Directors, except as otherwise required by law.

No Director shall have any personal liability to the Corporation or its shareholders for monetary
damages for his or her conduct as a Director of the Corporation; provided, however, that nothing herein
shall eliminate or limit any liability which may not be so eliminated or limited under Washington law, as
from time to time in effect. No amendment, modification or repeal of this paragraph shall eliminate or
limit the protection afforded by this paragraph with respect to any act or omission occurring prior to the
effective date thereof.

The Corporation shall, to the full extent permitted by applicable law, as from time to time in effect,
indemnify any person made a party to, or otherwise involved in, any proceeding by reason of the fact that
he or she is or was a Director of the Corporation against judgments, penalties, fines, settlements and
reasonable expenses actually incurred by him or her in connection with such proceeding. The
Corporation shall pay any reasonable expenses incurred by a Director in connection with any such
proceeding in advance of the final determination thereof upon receipt from such Director of such
undertakings for repayment as may be required by applicable law and a written affirmation by such
director that he or she has met the standard of conduct necessary for indemnification, but without any
prior determination, which would otherwise be required by Washington law, that such standard of
conduct has been met. The Corporation may enter into agreements with each Director obligating the
Corporation to make such indemnification and advances of expenses as are contemplated herein.
Notwithstanding the foregoing, the Corporation shall not make any indemnification or advance which is
prohibited by applicable law. The rights to indemnity and advancement of expenses granted herein shall
continue as to any person who has ceased to be a Director and shall inure to the benefit of the heirs,
executors and administrators of such a person.

A Director of the Corporation shall not be disqualified by his office from dealing or contracting with
this Corporation either as a vendor, purchaser or otherwise, nor shall any transaction or contract of the
Corporation be void or voidable by reason of the fact that any Director, or any firm of which any Director
is a member, or any corporation of which any Director is a shareholder or Director, is in any way
interested in such transaction or contract, provided that such transaction or contract is or shall be
authorized, ratified, or approved, either (1) by vote of a majority of a quorum of the Board of Directors or
of the Executive Committee without counting in such majority or quorum any Directors so interested, or
a member of a firm so interested, or a shareholder or Director of a corporation so interested; or (2) by the
written consent or by vote at a shareholders' meeting of the holders of record of a majority in number of
all the outstanding shares of capital stock of the Corporation entitled to vote; nor shall any Director be
liable to account to the Corporation for any profits realized by and from or through any such transaction
or contract of the Corporation authorized, ratified, or approved as aforesaid by reason of the fact that he,
or any firm of which he is a member, or any corporation of which he is a shareholder or a Director, was
interested in such transaction or contract. Nothing herein contained shall create any liability in the events
above described or prevent the authorization, ratification or approval of such transaction or contract in
any other manner approved by law.

Shareholders shall have no rights, except as conferred by statute or by the Bylaws, to inspect any
book, paper or account of the Corporation.



Any property of the Corporation not essential to the conduct of its corporate business may be sold,
leased, exchanged, or otherwise disposed of, by authority of its Board of Directors and the Corporation
may sell, lease, exchange or otherwise dispose of, all of its property and franchises, or any of its property,
franchises, corporate rights, or privileges, essential to the conduct of its corporate business and purposes
upon the consent of and for such consideration and upon such terms as may be authorized by a majority
of all of the Directors and the holders of two-thirds of the issued and outstanding shares of the
Corporation having voting power (or, if the consent or vote of a larger number or different proportion of
the Directors and/or shares is required by the laws of the state of Washington, notwithstanding the above
agreement of the shareholders of the Corporation to the contrary, then upon the consent or vote of the
larger number or different proportion of the Directors and/or shares so required) expressed in writing, or
by vote at a meeting of holders of the shares of the Corporation having voting power duly held as
provided by law, or in the manner provided by the Bylaws of the Corporation, if not inconsistent
therewith.

Upon the affirmative vote of the holders of two-thirds of the issued and outstanding shares of the
Corporation having voting power given at a meeting of the holders of the shares of the Corporation
having voting power duly called for that purpose or when authorized by the written consent of the
holders of two-thirds of the issued and outstanding shares of the Corporation having voting power and
upon the vote of a majority of the Board of Directors, all of the property, franchises, rights and assets of
the Corporation may be sold, conveyed, assigned and transferred as an entirety to a new company to be
organized under the laws of the United States, the state of Washington or any other state of the United
States, for the purpose of so taking over all the property, franchises, rights and assets of the Corporation,
with the same or a different authorized number of shares of stock and with the same preferences, voting
powers, restrictions and qualifications thereof as may then attach to the classes of stock of the
Corporation then outstanding so far as the same shall be consistent with such laws of the United States or
of Washington or of such other state (provided that the whole or any part of such stock or of any class
thereof may be stock with or without a nominal or par value), the consideration for such sale and
conveyance to be the assumption by such new company of all of the then outstanding liabilities of the
Corporation and the issuance and delivery by the new company of shares of stock (any or all thereof
either with or without nominal or par value) of such new company of the several classes into which the
stock of the Corporation is then divided equal in number to the number of shares of stock of the
Corporation of said several classes then outstanding. In the event of such sale, each holder of stock of
the Corporation agrees so far as he may be permitted by the laws of Washington forthwith to surrender
for cancellation his certificate or certificates for stock of the Corporation and to receive and accept in
exchange therefor, as his full and final distributive share of the proceeds of such sale and conveyance and
of the assets of the Corporation, a number of shares of the stock of the new company of the class
corresponding to the class of the shares surrendered equal in number to the shares of stock of the
Corporation so surrendered, and in such event no holder of any of the stock of the Corporation shall have
any rights or interests in or against the Corporation, except the right upon surrender of his certificate as
aforesaid properly endorsed, to receive from the Corporation certificates for such shares of said new
company as herein provided. Such new company may have all or any of the powers of the Corporation
and the certificate of incorporation and bylaws of such new company may contain all or any of the
provisions contained in the Articles of Incorporation and Bylaws of the Corporation.

Upon the written assent, in person or by proxy, or pursuant to the affirmative vote, in person or by
proxy, of the holders of a majority in number of the shares then outstanding and entitled to vote (or, if the
assent or vote of a larger number or different proportion of shares is required by the laws of the state of
Washington notwithstanding the above agreement of the shareholders of the Corporation to the contrary,
then upon the assent or vote of the larger number or different proportion of the shares so required) (1)
any or every statute of the state of Washington hereafter enacted, whereby the rights, powers ot
privileges of the Corporation are or may be increased, diminished, or in any way affected, or whereby the
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rights, powers or privileges of the shareholders of corporations organized under the law under which the
Corporation is organized are increased, diminished or in any way affected or whereby effect is given to
the action taken by any part less than all of the shareholders of any such corporation shall,
notwithstanding any provision which may at the time be contained in these Articles of Incorporation or
any law, apply to the Corporation, and shall be binding not only upon the Corporation but upon every
shareholder thereof, to the same extent as if such statute had been in force at the date of the making and
filing of these Articles of Incorporation and/or (2) amendments to said Articles authorized at the time of
the making of such amendments by the laws of the state of Washington may be made; provided, however,
that (a) the provisions of Article THIRD hereof limiting the preemptive rights of sharcholders, requiring
majority voting in the election of Directors and regarding entry in the capital stock account of
consideration received upon the sale of shares of capital stock without nominal or par value and all of the
provisions of Article FIFTH hereof shall not be altered, amended, repealed, waived or changed in any
way, unless the holders of record of at least two-thirds of the number of shares entitled to vote then
outstanding shall consent thereto in writing or affirmatively vote therefor in person or by proxy at a
meeting of shareholders at which such change is duly considered.

Special meetings of the shareholders may be called by the President, the Chairman of the Board of
Directors, a majority of the Board of Directors, any Executive Committee of the Board of Directors, and
shall be called by the President at the request of the holders of at least two-thirds (2/3) of the voting
power of all of the shares of the Voting Stock, voting together as a single class. Only those matters that
are specified in the call of or request for a special meeting may be considered or voted upon at such
meeting.

Notwithstanding anything contained in these Articles of Incorporation to the contrary, the paragraph
in this Article SEVENTH relating to the adoption, alteration, amendment, change and repeal of the
Bylaws of the Corporation, the paragraph in this Article SEVENTH relating to the calling and conduct of
special meetings of the sharcholders and this paragraph, and the provisions of the Bylaws of the
Corporation relating to procedures for the nomination of Directors, shall not be altered, amended or
repealed, and no provision inconsistent therewith shall be included in these Articles of Incorporation or
the Bylaws of the Corporation, without the affirmative vote of the holders of at least eighty percent
(80%) of the voting power of all the shares of the Voting Stock, voting together as a single class.

EIGHTH:

(a) In addition to any affirmative vote required by law or these Articles of Incorporation, and
except as otherwise expressly provided in subdivision (b) of this Article EIGHTH:

(1) any merger or consolidation of the Corporation or any Subsidiary (as hereinafter defined)
with (a) any Interested Shareholder (as hereinafter defined) or (b) any other corporation
(whether or not itself an Interested Sharcholder) which is, or after such merger or
consolidation would be, an Affiliate (as hereinafter defined) of an Interested Shareholder;
or

(2) any sale, lease, exchange, mortgage, pledge, transfer or other disposition (in one
transaction or a series of transactions) to or with any Interested Shareholder or any
Affiliate of any Interested Shareholder of any assets of the Corporation or any Subsidiary
having an aggregate Fair Market Value of $10,000,000 or more; or

(3) the issuance or transfer by the Corporation or any Subsidiary (in one transaction or a series

of transactions) of any securities of the Corporation or any Subsidiary to any Interested
Shareholder or any Affiliate of any Interested Shareholder in exchange for cash, securities
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(b)

or other property (or a combination thereof) having an aggregate Fair Market Value of
$10,000,000 or more; or

(4) the adoption of any plan or proposal for the liquidation or dissolution of the Corporation
proposed by or on behalf of an Interested Shareholder or any Affiliate of any Interested
Shareholder; or

(5) any reclassification of securities (including any reverse stock split), or recapitalization of
the Corporation, or any merger or consolidation of the Corporation with any of its
Subsidiaries or any other transaction (whether or not with or into or otherwise involving an
Interested Shareholder) which has the effect, directly or indirectly, of increasing the
proportionate share of the outstanding shares of any class of equity or convertible
securities of the Corporation or any Subsidiary which is directly or indirectly owned by
any Interested Shareholder or any Affiliate of any Interested Shareholder;

shall require the affirmative vote of the holders of at least 80% of the voting power of all
of the shares of the Voting Stock, voting together as a single class. Such affirmative vote
shall be required notwithstanding the fact that no vote may be required or that the vote of a
lower percentage may be specified, by law or in any agreement with any national securities
exchange or otherwise. The term "Business Combination" as used in this Article EIGHTH
shall mean any transaction which is referred to in any one or more of paragraphs (1)
through (5) of this subdivision (a).

The provisions of subdivision (a) of this Article EIGHTH shall not be applicable to any
particular Business Combination, and such Business Combination shall require only such
affirmative vote, if any, as is required by law and any other provision of these Articles of
Incorporation, if all of the conditions specified in either paragraph (1) or paragraph (2) below
are met:

(1) The Business Combination shall have been approved by a majority of the Continuing
Directors (as hereinafter defined); or

(2) All of the following conditions shall have been met:

(A) The aggregate amount of the cash and the Fair Market Value (as hereinafter defined)
as of the date of the consummation of the Business Combination of consideration
other than cash to be received per share by holders of Common Stock in such
Business Combination shall be at least equal to the highest of the following:

(i) (if applicable) the highest per share price (including any brokerage
commissions, transfer taxes and soliciting dealers' fees) paid by the Interested
Shareholder for any shares of Common Stock acquired by it (x) within the
two-year period immediately prior to the date of the first public announcement
of the proposal of the Business Combination (the "Announcement Date") or
(y) in the transaction in which it became an Interested Shareholder, whichever
is higher;

(i) the Fair Market Value per share of Common Stock on the Announcement Date

or on the date on which the Interested Shareholder became an Interested
Shareholder (the "Determination Date"), whichever is higher; and
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(B)

(&)

(ii1) (if applicable) the price per share equal to the Fair Market Value per share of
Common Stock determined pursuant to clause (A)(ii) above, multiplied by the
ratio of (x) the highest per share price (including any brokerage commissions,
transfer taxes and soliciting dealers' fees) paid by the Interested Shareholder
for any shares of Common Stock acquired by it within the two-year period
immediately prior to the Announcement Date to (y) the Fair Market Value per
share of Common Stock on the first day in such two-year period upon which
the Interested Shareholder acquired any shares of Common Stock.

The aggregate amount of the cash and the Fair Market Value as of the date of the
consummation of the Business Combination of consideration other than cash to be
received per share by holders of shares of each class of outstanding Voting Stock
(other than Common Stock and Institutional Voting Stock [as hereinafter defined])
shall be at least equal to the highest of the following (it being intended that the
requirements of this subparagraph (B) shall be required to be met with respect to
every class of outstanding Voting Stock (other than Institutional Voting Stock),
whether or not the Interested Shareholder has previously acquired any shares of a
particular class of Voting Stock):

(i) (if applicable) the highest per share price (including any brokerage
commissions, transfer taxes and soliciting dealers' fees) paid by the Interested
Shareholder for any shares of such class of Voting Stock acquired by it (x)
within the two-year period immediately prior to the Announcement Date or (y)
in the transaction in which it became an Interested Shareholder, whichever is
higher;

(ii) (@f applicable) the highest preferential amount per share to which the holders
of shares of such class of Voting Stock are entitled in the event of any
voluntary or involuntary dissolution, liquidation or winding up of the
Corporation;

(iii) the Fair Market Value per share of such class of Voting Stock on the
Announcement Date or on the Determination Date, whichever is higher; and

(iv) (if applicable) the price per share equal to the Fair Market Value per share of
such class of Voting Stock determined pursuant to clause (B)(iii) above,
multiplied by the ratio of (x) the highest per share price (including any
brokerage commissions, transfer taxes and soliciting dealers' fees) paid by the
Interested Shareholder for any shares of such class of Voting Stock acquired
by it within the two-year period immediately prior to the Announcement Date
to (y) the Fair Market Value per share of such class of Voting Stock on the
first day in such two-year period upon which the Interested Shareholder
acquired any shares of such class of Voting Stock.

The consideration to be received by holders of a particular class of outstanding
Voting Stock (including Common Stock) shall be in cash or in the same form as the
Interested Shareholder has previously paid for shares of such class of Voting Stock.
If the Interested Shareholder has paid for shares of any class of Voting Stock with
varying forms of consideration, the form of consideration for such class of Voting
Stock shall be either cash or the form used to acquire the largest number of shares of
such class of Voting Stock previously acquired by it.
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(c)

(D) After such Interested Shareholder has become an Interested Shareholder and prior to

(B)

(F)

the consummation of such Business Combination:

(i)  except as approved by a majority of the Continuing Directors, there shall have
been no failure to declare and pay at the regular date therefor full dividends
(whether or not cumulative) on the outstanding shares of stock of all classes
ranking prior as to dividends to the Common Stock;

(ii) there shall have been (x) no reduction in the annual rate of dividends paid on
the Common Stock (except as necessary to reflect any subdivision of the
Common Stock), except as approved by a majority of the Continuing
Directors, and (y) an increase in such annual rate of dividends as necessary to
reflect any reclassification (including any reverse stock split), recapitalization,
reorganization or any similar transaction which has the effect of reducing the
number of outstanding shares of the Common Stock, unless the failure to so
increase such annual rate is approved by a majority of the Continuing
Directors; and

(iii) such Interested Shareholder shall not have become the beneficial owner of any
additional shares of Voting Stock except as part of the transaction which
results in such Interested Shareholder becoming an Interested Shareholder.

After such Interested Shareholder has become an Interested Shareholder, such
Interested Shareholder shall not have received the benefit, directly or indirectly
(except proportionately as a shareholder), of any loans, advances, guarantees,
pledges or other financial assistance or any tax credits or other tax advantages
provided by the Corporation, whether in anticipation of or in connection with such
Business Combination or otherwise.

A proxy or information statement describing the proposed Business Combination
and complying with the requirements of the Securities Exchange Act of 1934, as
amended, and the rules and regulations thereunder (or any subsequent provisions
replacing such Act, rules or regulations) shall be mailed to shareholders of the
Corporation at least 30 days prior to the consummation of such Business
Combination (whether or not such proxy or information statement is required to be
mailed pursuant to such Act or subsequent provisions).

For the purposes of this Article EIGHTH:

The terms "Affiliate" and "Associate" have the respective meanings ascribed to such terms in
Rule 12b-2 of the General Rules and Regulations under the Securities Exchange Act of 1934,
as in effect on January 1, 1987.

A person shall be deemed to be a "beneficial owner" of any Voting Stock:

(1)

(i1)

which such person or any of its Affiliates or Associates beneficially owns, directly or
indirectly, or;

which such person or any of its Affiliates or Associates has (a) the right to acquire
(whether such right is exercisable immediately or only after the passage of time),
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pursuant to any agreement, arrangement or understanding or upon the exercise of
conversion rights, exchange rights, warrants or options, or otherwise, or (b) the right
to vote pursuant to any agreement, arrangement or understanding; or

(iii) which is beneficially owned, directly or indirectly, by any other person with which
such person or any of its Affiliates or Associates has any agreement, arrangement or
understanding for the purpose of acquiring, holding, voting or disposing of any
shares of Voting Stock.

For the purposes of determining whether a person is an Interested Shareholder the number of
shares of Voting Stock deemed to be outstanding shall include all shares of which such person
is the beneficial owner in accordance with the foregoing definition but shall not include any
other shares of Voting Stock which may be issuable pursuant to any agreement, arrangement or
understanding, or upon exercise of conversion rights, warrants or options, or otherwise.

The term "Continuing Director" means any member of the Board of Directors of the
Corporation who is unaffiliated with the Interested Shareholder and was a member of the
Board of Directors prior to the time that the Interested Shareholder became an Interested
Shareholder, and any successor of a Continuing Director who is unaffiliated with the Interested
Shareholder and is recommended to succeed a Continuing Director by a majority of Continuing
Directors then on the Board of Directors.

The term "Fair Market Value" means (1) in the case of stock, the highest closing sale price
during the 30-day period immediately preceding the date in question of a share of such stock
on the Composite Tape for New York Stock Exchange-Listed Stocks, or, if such stock is not
quoted on the Composite Tape, on the New York Stock Exchange, or, if such stock is not listed
on such Exchange, on the principal United States securities exchange registered under the
Securities Exchange Act of 1934, as amended, on which such stock is listed, or, if such stock is
not listed on any such exchange, the highest closing bid quotation with respect to a share of
such stock during the 30-day period preceding the date in question on the National Association
of Securities Dealers, Inc. Automated Quotations System or any system then in use, or if no
such quotations are available, the fair market value on the date in question of a share of such
stock as determined by the Continuing Directors in good faith; and (ii) in the case of property
other than cash or stock, the fair market value of such property on the date in question as
determined by a majority of the Continuing Directors in good faith.

The term "Interested Shareholder" shall mean any person (other than the Corporation or any
Subsidiary) who or which:

(1)  1is the beneficial owner, directly or indirectly, of more than 10% of the voting power
of the outstanding Voting Stock; or

(i) is an Affiliate of the Corporation and at any time within the two-year period
immediately prior to the date in question was the beneficial owner, directly or
indirectly, of 10% or more of the voting power of the then outstanding Voting Stock;
or

(iii) is an assignee of or has otherwise succeeded to any shares of Voting Stock which
were at any time within the two-year period immediately prior to the date in question
beneficially owned by any Interested Shareholder, if such assignment or succession
shall have occurred in the course of a transaction or series of transactions not



(d)

involving a public offering within the meaning of the Securities Act of 1933, as
amended.

The term "Institutional Voting Stock" shall mean any class of Voting Stock which was issued
to and continues to be held solely by one or more insurance companies, pension funds,
commercial banks, savings banks or similar financial institutions or institutional investors.

The term "person” shall mean any individual, firm, corporation or other entity.

The term "Subsidiary” shall mean any corporation of which a majority of any class of equity
security is owned, directly or indirectly, by the corporation; provided, however, that for the
purposes of the definition of Interested Shareholder set forth above, the term "Subsidiary" shall
mean only a corporation of which a majority of each class of equity security is owned, directly
or indirectly, by the Corporation.

The term "Voting Stock" has the meaning ascribed to such term in Article FIFTH.

In the event of any Business Combination in which the Corporation survives, the phrase
"consideration other than cash to be received" as used in paragraphs 2(A) and 2(B) of
subdivision (b) of this Article EIGHTH shall include the shares of Common Stock and/or the
shares of any other class of outstanding Voting Stock retained by the holders of such shares.

The Directors of the Corporation shall have the power and duty to determine for the purposes
of this Article EIGHTH, on the basis of information known to them after reasonable inquiry,
(A) whether a person is an Interested Shareholder, (B) the number of shares of Voting Stock
beneficially owned by any person, (C) whether a person is an Affiliate or Associate of another
person, (D) whether a class of Voting Stock is Institutional Voting Stock, and (E) whether the
assets which are the subject of any Business Combination have, or the consideration to be
received for the issuance or transfer of securities by the Corporation or any Subsidiary in any
Business Combination has, an aggregate Fair Market Value of $10,000,000 or more.

Nothing contained in this Article EIGHTH shall be construed to relieve any Interested
Shareholder from any fiduciary obligation imposed by law.

Notwithstanding anything contained in these Articles of Incorporation to the contrary, the
provisions of this Article EIGHTH shall not be altered, amended or repealed, and no provision
inconsistent therewith shall be included in these Articles of Incorporation or the Bylaws of the
Corporation, without the affirmative vote of the holders of at least eighty percent (80%) of the
voting power of all of the shares of the Voting Stock, voting together as a single class.
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IN WITNESS WHEREOF, we have set our hands and seals under these presents, this 12® day of

May 2008. .
St Mopners

Scott L. Mﬁﬁig, Chairman of!ihe Board, President and Chief Executive Officer

ATTEST:

e

Karen S. Feltes/‘é‘f. Vice Presidefit and Corporate Secretary




Certificate

STATE OF WASHINGTON
County of Spokane sS.

Scott L. Morris and Karen S. Feltes, being first duly sworn on oath, depose and say:

(a)

(b)

(c)

(d)

That they have been authorized to execute the within Restated Articles of Incorporation by
resolution of the Board of Directors adopted on the 9 day of May 2008; and

That subdivision (k) of Article THIRD of these Restated Articles of Incorporation correctly sets
forth the text of the amendment as approved by the shareholders on the 8" of May 2008 in
accordance with the provisions of RCW 23B.10.030 and 23B.10.040; and

That these Restated Articles of Incorporation correctly set forth the text of the Articles as
amended (to (i) reflect the amendment approved by the shareholders referred to under (b) above
and (ii) eliminate the terms of retired series of Preferred Stock) and approved by the Board of
Directors on the 9% day of May, 2008 and, except as indicated under (b) above, no shareholder

action was required G5 Shewn 01 € X hiy,> A

That these Restated Articles of Incorporation supersede the original Articles of Incorporation and
all amendments thereto and restatements thereof.

S AL

Scott L. Morris, Ch.ai'rmf;;: of the Board, President and Chief Executive Officer

s

Karen S. Feltes,&T. Vice Pryﬂ/ﬂ'enz and Corporate Secretary

74

SUBSCRIBED AND SWORN to before me this S day of May 2008.

(SEAL) £

Notary Public in and for the state of Washington,
residing in the County of Spokane. My commission
expires i

. 0.
Vé&‘%@%&%f JA50 1 40, 7&@?
A 7

Signatup/./ Printed Nam

20



Chort

A

AMENDMENTS EFFECTED BY RESTATEMENT
OF
ARTICLES OF INCORPORATION
OF
AVISTA CORPORATION

Pursuant to the provisions of RCW 23B.10.030 and 23B.10.040, the shareholders
approved the following amendment to the Articles of Incorporation of Avista Corporation on
May 8, 2008.

1. Subdivision (k) of Article THIRD is hereby amended to read in its entirety as follows:

“(k) Subject to the limitations set forth in subdivision (j) of this Article
THIRD (and subject to the rights of any class of stock hereafter
authorized), and except as may be otherwise provided by law, the
holders of the Common Stock shall have the exclusive right to vote
for the election of Directors and for all other purposes. At each
meeting of shareholders, each holder of stock entitled to vote thereat
shall be entitled to one vote for each share of such stock held by him
and recorded in his name on the record date for such meeting, and
may vote and otherwise act in person or by proxy. Voting in the
election of directors by shares within each voting group shall be
governed by the additional provisions set forth below:

(1) In an election of directors which is not a contested election (as defined
below):

(A) Each vote entitled to be cast may be cast for or cast against
one or more candidates, or a shareholder may indicate an
abstention with respect to one or more candidates.
Shareholders shall not be entitled to cumulate votes;

(B) A candidate shall be elected by such voting group if the
number of votes cast within such voting group for such
candidate exceeds the number of votes cast within such
voting group against such candidate. A candidate who does
not receive such majority of votes cast but who is a director
at the time of the election shall continue to serve as a
director for a term that shall terminate on the date that is the
earliest of (I) the date of the commencement of the term of
a new director selected by the board of directors to fill the
office held by such director, (II) the effective date of the
resignation of such director and (III) the date of the next
Annual Meeting of Shareholders;



©

(D)

Only votes cast for and votes cast against a candidate shall
be taken into account in determining whether the votes
required for the election of such candidate have been
received. Shares otherwise present at the meeting but for
which there is an abstention with respect to a candidate or
as to which no authority or direction to vote is given or
specified with respect to a candidate shall not be deemed to
have been voted; and

In the event that a director does not receive the required
majority vote for election, a majority of the other directors
duly elected by shares with in such voting group in such or
a prior election may select any qualified individual to fill
the office held by such director, such selection being
deemed to constitute the filling of a vacancy.

(2) In a contested election:

3)

(A)

Each vote entitled to be cast may be cast for one or more
candidates (not to exceed the number of directors to be
elected), or may be withheld with respect to one or more
candidates. Shareholders shall not be entitled to cumulate
votes; and

(B) The candidates elected shall be those receiving the largest

numbers of votes cast within such voting group, up to the
number of directors to be elected.

An election of directors by a voting group shall be deemed to be
a “contested election” with respect to such voting group if at the
expiration of the time fixed in the Bylaws requiring advance
notice of a shareholder’s intent to nominate a person for election
as a director, there are more candidates for election by such
voting group than the number of directors to be elected by such
voting group, one or more of whom have been properly proposed
by shareholders.”
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BYLAWS
OF
AVISTA CORPORATION

£ oE oE ok

ARTICLE 1.
Offices

The principal office of the Corporation shall be in the City of Spmmc Washington. The
Corporution may have such other offices, either within or without the State of Washinglon, as the
Bourd of Directors may designate from time to time.

ARTICLE IL.
Sharcholders

Section 1. Annual Meeting. The Annual Meeting of Shareholders shall he held on such
tate 1n the month ot \flay in each year as determined by the Board of Directors for the purpose of
clecting directors and for the transaction of such other business as may come before the meeting.
If the day fixed for the Annual Meeting shall be a legal holiday. such meeting shall be held on the
next succeeding business day.

Section 2. Special Meetings. Special meetings of the shareholders may be called by the
President, the Chairman of the Board, the majority of the Board of Dircectors. or the Executive
Committee of the Bourd, and shall be called by the President at the re equest of the hoiders of not
less than two-thirds (2/3) of the voting power of all shares of the voting stock voling together as u

single class. Or‘l* those matters that are specified in the call of or request for o special mecting
may be considered or voted at such meeting.

Section 3. Place of Meeting. Meetings of the shareholders. whether they be annual or
spectal, shall be lx»'“{, at the principal office of the Corporation, unless a place, cither within or
without the state, is otherwise designated by the Bourd of Directors in the notice provided to
shurcholders of such meetings.

Section 4. Notice of Meeting, Wrilten or printed notice of cvery meeting of
«‘hnrei“ol ers shull be mailed by the Corporate Secretury or any Assistant C orporate Secretary, not
ss than ten (10) nor more than fifty (30) d tys before the date of the meeling, o each holder of
cord of stock entitled 1o vote at the meeting. The notice shall be mailed to 2uch sharcholder ut
5‘115 last known post office address, provided, however, that if a shareholder is present al u
me -1:_. or waives notice thereof in writing before or afier the meeting, the notice of the meeting
to such shareholders shall be unnecessary.

Section 5. Voting of Shares. At every meeting of shareholders euch holder of stock
entitied to vote thereur shall be entitled to one vote for each share of such stock held in his name
on the beoks of the Corporation. subject to the provisions of applicable law, und may vote and
otherwise act in person or by proxy.



Section 6. Quorum. The holders of a majority of the number of oulsta nding shares of
stock of the Corporation entitled to vote thereal, present in person or by proxy at any meeting,
shall constitute & quorum, E:ual less than a quorum shall have power 10 adjourn uny meeting from
time to time without notice. No change shall be made in this Section 6 withou: the affirmative

vote of the holders of at leasl a majority of the outstanding shares of stock entitled to vote.

Section 7. Closing of Transfer Books or Fixing of Record Date. For the purposes of
determining shareholders entitled to notice of or to vote at any meeting of muf‘lmlcmb or any
adjournment thereof, or shareholders entitled to receive payment of any dividend, or in order 10
muke a determination of shareholders {or any other proper purpose, the Board of Directors of the
Corperation may provide that the stock transfer books shall be closed for a stated period but not
to exceed. in any case, fifty (50) days. If the stock transfer books shall be closed for the purpose
of determining shareholders entitled to notice of or to vote at a meeting of shareholders. such
books shull be closed for at least ten (10) days immediately preceding such meeting. In licu of
closing the stock transfer books, the Board of Directors may fix in advance a date as the record
date for any such determination of sharcholders, such date in any case to be not more thun
seventy (70) duys and, in cuse of o meeting of shareholders, not less than ten (10) days prior to
the date on which the particular action, requiring such determination of sharehoiders. is to be
tuken. When a determination of sharehoiders entitled to vote at any meeting of sharcholders has
been made as provided in this section. such determination shall apply to any adjournment thereof.

Section 8. Voting Record. The officer or agent having charge of the stock transfer
books for shares of the Corporation shall make. at least ten (10) days before each meeting of
shareholders, a complete record of the shareholders entitled (o vote at such meeting or any
adjournment thereol, arranged in alphabetical order, with the address of and the number of shares
L by each, which record, for a period of ten (10) days prior to such meeting, shall be kept on
file al the registered office of the Corporation. Such record shall be produced and Kept open a
the time and place of the meeting and shall be subject to the mspection of any shareholder during

the whole time of the meeting for the purposes thereof,

Section 9. Conduet of Proceedings. The Chairman of the Bourd shall preside at all
meetings of the shurcholders. In the absence of the Chairman, the President shall preside and in
the absence of both, the Executive Vice President shall preside. The members of the Bourd of
Direciors present at the meeting may appoint any officer of the Corporation or member of the
Board 1o act as Chairman of any meeting in the absence of the Chairman. the President. ©
Executive Vice President. The Corporate Secretary of the Corporation, or in his absence. an
Assistunt Corporate Secretary, shull act as Secretary at all meetings of the sharcholders. In the

absence of the Corporute Secretary or Assistunt Cor porate Secretary at any meeting of the
shareholders, the presiding officer may appoint any person 1o act as Secretary of the meeting.

Section 10. Proxies. At all meelings of sharcholders. a shareholder m: ay vote in person
or by proxy. A sharcholder or the shareholder’s duly authorized agent or uttomey-in-fact may
4ppoint 4 proxy by (i) executing a proxy in writing or (i) transmitting or authorizing the
transmussion of an electronic proxy in any manner permitted by law. Such proxy shall be filed
with the Corporaie Secretary of the Corporation before or at the time of the meeting.



Section 11. Advance Netice of Business to be Presented st Annuai Meeting. (a)
r:lmm*nlder:, muy propose business o be brought before the Annual Meeting of Shareholders
£ (i) such business is a proper matter for shareholder action under the Washi ngton Business

umummm Act and (ii) the shureholder has given timely notice in proper written form of such
shareholder’s intent to propose such business: (b) to be timely. a shareholder’s notice relating to
the Annual Meeting shall be delivered to the Corporate Secretary at the principal executive
offices of the (fam\}mmm not less than 120 or more than 180 days prior to the first amm’emnx
(the "Anniversary”) of the daie on which the Corporation first mailed its proxy materials for
preceding year's n:"l’"lL.dI Meeting of Shareholders. However. if the date of the Annual M{:umu s
advanced more than 30 days prior 1o or delayed by more than 30 days after the Anniversary of the
preceding year's Annual Meeting, then notice by the shareholder to be timely must be delivered
to the Corporate Secrelary at the prmupdi executive offices of the Corporation not later than the
close of busi iness on the later of (i) the 96™ day prior to such Annual Meeting or {ii) the 15" day
following the duy on which public announcement of the date of such meeting is first made. Inno
event shall an adjournment of an Annual Meeting, or any announcement or notice of such an
adjournment, commence & new time period for the giving of a sharcholder’s notice as set forth
abovel (¢) to be in proper form a sharcholder’s notice to the Corporate %Lwcm v shuli be in
writing and shall set forth (i) the name and address of the shareholder who intends to make the
proposul and the classes and numbers of shares of the Corporation's capital stock owned of
record by such shareholder, (if) a representation that the sharcholder intends to vote such stock at
such meeting, (iii) a description of the business the sharcholder intends to bring before the

meeting. mcluding such information as would be required to be included in 2 proxy statement
ftled pursuant 1o Regulation 14A promulgated by the Securities and Exchange Commission
pursuant to the Securities Exchange Act of 1934, as amended (the “Exchange Act), had the
matter been proposed, or intended to be proposed. by the Board of Direciors of the Corporation,
{(iv) the nume and address of any beneficial owner(s) of the Corporation’s stock on whose behulf
such business is to be presented and the class and number of shares beneficially owned by each
such beneficiul owner (beneficial ownership to be determined pursuant to Rule |3d-3 under the
Exchunge Act) and (v) any material interest in such business of such shareholder or any such
beneficiul owner; (d) only such business as shall have been brought befere the meeting in
accordance with the procedures set forth in this Seetion 11 shall be conducted at an Annuzl
Meeting of Sharcholders. The Chairman of the meeting shall have the power and the duty to
determine whether any business proposed to be hmuohl before & meeling was proposed in
accordance with the procedures set forth in this Section 11, and, if any business is not in
compliance with this Section, to declare that such defective proposal shall be dis: egarded. The
determination of the Chairman shall be conclusive: (¢) notwithstanding the foregoing provisions
of this Section 11, u sharcholder shall also comply with all applicable m;umm nts of the
Exchunge Act and the rufes and regulations thereunder with respeclt (o the matters set forth in this
Section 11, Nothing in this Section shall be decmed to expand or diminish any rights of
shareholder under Rule 14a-8 under the Exchange Act. or any successor rule 1o 1 request nmiusmn
of a proposal in the Corporation’s proxy stalement or to present for action at an Annual Meeting
any propesal so mncluded: and (f) only such business as shull have been brougnt before the
meeting pursuant to the Corporation’s notice of meeting shall be conducted at a special meeting
of shurcholders.




ARTICLE III.
Board of Directors

Section 1. General Powers. The powers of the Corporation shall be exercised by or
under the authority of the Board of Directors, except as otherwise provided by the laws of the
State of Wushingion and the Articles of Incorporation.

Section 2. Number, Tenure and Eligibility. The number of Dircciors of the
Corporation shall be as f'iwd from time 1o time by resolution of the Board of Directors, but shall
not be more than eleven (11): provided, however. that if the right to elect a majority of the Board

of "zu,l ors shall have clLCILLd to the holders of the Preferred Stock as provided in paragraph (1)
of subdivision (j) of Article THIRD of the Articles of Incorporation, then, during such period as
stich holders shall have such right, the number of directors may exceed eleven (11). Directors
shall be divided into three classes. us nearly equal in number as possible. At cach Annual
Meeting of Sharcholders, directors elected Lo succeed those directors whose terms cxpire shall be

clected for a term of office to expire ut the third succeeding Annual Meeting of Shareholders
after their election. Notwithstanding the foregoing, directors elected by the holders of the
Preferred Stoek in accordance with paragraph (1) of subdivision (j) of Article THIRD of the
Articles of Incorperation shall be elected for a term. which shall expire not later than the next
Annuul Meeting of Sharcholders.  All directors shall hold office until the expiration of their
respective terms of office and until their successors shall have been clected und qualified. No
person may be elected or re-elected as a director if at the time of their election or re-clection.
such person shall have attained the age of seventy (70) years. Any director who attains such age
while in office shall retire from the Board of Directors effec.m\, at the Annual Meeting of
Shareholders held in the year in which their then current term expires, and any such dircetor shall
not be nominated or re-elected as a director.

Section 3. Regular Meetings. The regulur Annual Meeting of the Board of Directors
shall be held immediately following the adjournment of the Annual Meeting of the shareholders
or as soon as practicable after said Annual Meeting of Sharcholders. But. in any event, said
regulur Annual Meeting of the Board of Directors must be held on either the same day as the
Annual Meeting of Sharcholders or the next business day following said Annual Meeting of
Shurcholders. Al such meeting the Board of Directors, including directors newly elected. shall
organize isell for the coming year, shall elect officers of the Corporation for the ensuing year,
and shall transact all such further business as may be necessary or appropriate. The Board shall
nold regular quarterly meetings, without call or notice. on such dates as determined by the Board
ot Directors. At such guarterly meetings the Board of Directors shall mransact all business
properly brought before the Board.

Section 4. Special Meetings. Special meetings of the Board of Directors may be called
by or at the request of the Chairman of the Board, the President, the Exccutive Vice Presiden:.
the Lead Director or any three (3) directors. Notice of any special meeting shall be given 1o cuch
director at least two (2) days. in advance of the meeting.

Seetion 5. Emergency Meetings. In the event of a catustrophe or a disuster causing the
injury or death to members of the Board of Directors and the principal officers of the
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Corporation, any director or officer may call an emergency meeting of the Board of Directors.
Notice of the time and place of the emergency meeting shall be given not less than two (2) days
prior to the meeting and may be given by any available means of communication. The director or
directors present at the meeting shall constitute a quorum for the purpose of [illing vacancies
determined w0 exist. The direclors present at the emergency meeting may appoin : udl officers as
necessury to {ill any vacancies determined te exist. All appomntments under this section shall be
temporary until & special meeting of the shareholders and directors is held us provided in these
Bylows.

Section 6. Cenference by Telephone. The members of the Board of Directors. or of
any committee created by the Board, may participate in a meeting of the Bourd or of the
commitlee by means of a conference telephone or similar communication equipment by means of
which all persons participating in the meeting can hear cach other at the same time. Participation
tn @ meeting by such means shall constitute presence in person ut @ meeting.

Section 7. Quorum. A mujority of the number of directors shall constitute & quorum for
the transaction of business at any meeting of the Board of Directors. The action of & m: ajority ot
ne divectors present at a meeting at which a quorum is present shall be the action of the Board.

Section 8, Action Without a Meeting. Any action required by law to be taken af a

mu ng of the directors of the C Corporation, or any action which may be taken at a meeting of the

drrectors or of a4 committee, may be taken without a meeting if a consent in writ ing, setting forth

the action so tak “1‘ shall be signed by all of the directors. or all oi the members of the committee.
as the case may be. Such consent shall have the same effect as 2 unanimous vole,

Section 9. Vacancies. Subject to the provisions of paragraph (1) of subdivision (j) of
r\rrin'k THIRD of the Aricles of Incorporation, (a) any vacancy occummng i the Board of
mdou may be filled by the affirmative vote of majority of the remaining directors though
'c s tan a quorum of the Board of Directors and any director so elected to fill a va acancy shall be
cted for the unexpired term of his or her predecessor in office and (b) any directorship 1o be
I'*ifed by reason of an increase in the number of directors may be filled by the Board of Dircctors
fora term of office continuing only until the next election of directors by the sharcholders.

Section 10. Resignation of Directer. Any director or member of any commitiee may
resign at any time, Suu“ resignation shall be made in writing and shall tuke effect at the time
specitied therein. If no time is specified. it shall take effect from the time of its receipt by the
Corporate Secretary, who shall record such resignation, noting the day, hour and minute of its
reception. The acceptance of a resignation shall not be necessary o make it effective.

Section 11. Removal. Subject to the provisions of paragraph (1) of subdivision (j) of
Articie THIRD of the Articles of Incorporation, any director may be removed {rom office at any
time, but only for cause and only by the affirmative vote of the holders of af feast & majority of
the \’ozmg power of all of the shares of capital stock of the (.omomlmn entitled generally to vote
in the election of directors voling logether as a single class, at a meeting of shareholders culled
u:\p esm for that purpose. No decrease in the number of directors constituting the Board of
Directors shall shorten the term of any incumbent director.,



Section 12. Order of Business. The Chairman of the Board shall preside at all meetings
of the directors. In the absence of the Chairman, the officer or member of the Bourd designated
by the Board of Directors shall preside. At meetings of the Board of Directors, business shall be
trunsucted in such order as the Board may determine. Minutes of all proceedings of the Board of
Directors, or committees appointed by it. shall be prepared and maintained by the Corporate
Secretary or an Assistunt Corporate Secretary and the original shall be maintained in the principal
office of the Corporation.

Section 13. Nomination of Directors. Subject to the provisions of paragraph (1) of
subdivision (j) of Article THIRD of the Articles of Incorporation. nominatiens for the election of
directors may be made by the Bourd of Directors. or a nominaling committee appointed by the
Board of Directors, or by any holder of shares of the capital stock of the Corporation entitled
generally te vote in the election of directors (such stock being hereinafier in this Section culled
"Voting Stock"). However, any holder of shares of the Voting Stock may nominate one or maore
persons for election as directors at a meeting only il written notice of such shareholder’s intent to
make such nomination or nominations has been given, either by personal delivery or by United
Stutes mail, postage prepaid. to the Corporate Secretary not later than (i) with respect W an
clection 10 be held at an Annual Meeting of Sharcholders. ninety (90) days in advange of such
meeting and (ii) with respect to an election o be held at a special meeting of shareholders for the
clection of directors, the close of business on the seventh day following the date on which notice
ol such meeting is first given to shareholders. Each such notice shall set forth: (a) the name and
address of the shareholder who intends 1o make the nomination and of the person or persons Lo
be nomimated: (b) o representation that such shareholder is a holder of record of shares of the
Voting Stock of the Corporation and intends to appear in person or by proxy ut the meeting to
nominaie Ihe person or persens identified in the notice: (¢) a description of all arrangements or
undersiandings between such shareholder and each nominee and any other person or persons
(naming such person or persons) pursuant to which the nomination or nominations ure to be
made by such sharcholder: (d) such other information regarding each nominee proposed by such
shareholder as would be required to be included in a proxy statement under the Securities

-

Exchunge Act of 1934, us amended. and the rules and regulations thereunder (or any subsequent

revisions replacing such Act. rules or regulutions) il the nominee(s) had been neminated. or were
intended to be nominated, by the Board of Directors; and (e) the consent of each nominee Lo
serve as u Director of the Corporation if so elected. The Chairman of the meeting may refuse 1o
acknowledge the nomination of any person not made in compliunce with the foregoing
nrocedure.

Section 14. Presumption of Assent. A director of the Corporation who is present ul a
meeting of the Bowrd of Directors, or of a committee thereof, at which action on any corporate
matler 15 taken. shull be presumed to have assented to the action unless his dissent shall be
entered in the minutes of the meeting or unless he shall file his written dissent to such action with
the person acting s the Secretary of the meeting before the adjournment thereof or shall forward
such dissent by registered mail to the Corporate Secretary of the Corporation immediately after
the adjournment of the meeting. Such right to dissent shall not apply to a director who voted in
favor ol such action.



ARTICLE IV.
Executive Committee
and
Additional Committees

Section 1. Appeintment. The Board of Directors, by resolution adopted by a majority

q" f the Board. may designate three or more of its members 1o constitute an Exccutive Commilieo,

The designation of such committee und the delegation thereto of authority shail not operate to
relieve the Bourd of Directors, or any member thereof, of any responsibility imposed by law.

Section 2. Authority. The Executive Commiitee, when the Board of Directors is not in
session. shall have and may exercise all of the authority of the Board of Directors including
authonty to authorize distributions or the issuance of shares of stock, except to the extent, if any.
that such authority shall be limiied by the resolution appointing the Executive Committee or by

1 1
1AW,

Section 3. Tenure. Each member of the Executive Committee shall hold office until the
next regular Annual Meeting of the Board of Directors following his designation and until his
successor is designated as o member of the Executive Committee.

Section 4. Meetings. Regular meetings of the Executive Commitiee may be held
withoutl notice at such times and places as the Executive Committee m: ay fix from time to time by
resolution. Special meetings of the Exccutive Committee may be called by any member thereofl
upon not less than two (2) days notice stating the place. date and hour of the meeting, which
notice may be written or oral. Any member of the Executive Commitiee may waive notice of any
meeting and no notice of any meeting need be given to any member thereof who attends in
person.

Sectien 5. Quorum. A mujority of the members of the Executive Commitiee shall
constitute 4 quorum for the transaction of business at any meeting thereof. Actions by the
Executive Commitiee must be authorized by the affirmative vote of 2 m: gority of the appointed
members of the Exccutive Committee.

Section 6. Action Without a Meeting. Any action required or permitted to be taken by

the Executive Commiltee at 2 meeting may be taken without a meeting if 4 consent in writing.

selting forth the uction so taken, shall be signed by all of the members of the Executive
Comnnhee

Section 7, Procedure. The Executive Commitice shall seleer 2 presiding officer from its
members and may fix its own rules of procedure, which shall not be inconsistent with these

Byluws. It shall keep regular minutes of its proceedings and report the same (0 the Board of
Directors for 1ts information at a meeting therecol held next after the proceedines shall have been

tuken.
Section 8. Committees Additional to Executive Committee. The Bourd of Direciors

auly. by resolution. designate one or more other commitiees, each such commiitee 10 consist of

two (2) or more of the directors of the Corporation. A muajority of the members of any such

7



commiltee may determine its action and fix the time and place of its meetings unless the Board of
Directors shull otherwise provide.

ARTICLE V.
Officers

Section 1. Number., The Board of Directors shall appoint one of its members Chairman
of the Board. The Bourd of Directors shall also appoint a Chief Executive Officer und a
President, one of whom may also serve as Chairman, one or more Vice Presidents. a Corporate
Sceretury. and a Treasurer. The Board of Directors may from lime (o time appoint such other
officers as the Bourd deems appropriate. The same person may be appointed to more than one
office. The Chief Executive Officer shall have the authority 1o appoint such assistant officers us
might be deemed appropriate.

-
E

Section 2. Election and Term of Office. The officers of the Corporation shall be
clected by the Board of Directors at the Annual Meeling of the Board, Each officer shall hold
office until his successor shall have been duly elected and qualified.

Section 3. Removal. Any officer or agent may be removed by the Board of Directors
whenever in its judgment the best interests of the Corporation will be served thereby, but such
removal shall be without prejudice to contract rights, if any, of the person so removed. Election
or uppointment of an officer or agent shall not of itself create contract rights.

Section 4. Vacaneies. A vacancy in any office because of death, resignation, removal.
disqualification or otherwise may be filled by the Board of Directors for the unexpired portion of

the term.

Section 5. Powers and Duties. The officers shall have such powers and duties as
usually pertain 10 their offices, except as modified by the Board of Directors. and shail have such
other powers and duties as may {rom lime to time be conferred upon them by the Board of
Directors.

ARTICLE VL
Contracts, Checks and Deposits

Seetion 1. Contracts. The Bourd of Directors may authorize any officer or officers or
ugenls, 1o enter Into uny contract or to execute and deliver any instrument in the name of and on
behult of the Corporation, und such authority may be general or confined to specific instances.

Section 2. Checks/Drafts/Notes. All checks, drafts or other orders for the payment of
money, notes or other evidences of indebtedness issued in the name of the Corporation shall be
signed by such officer or officers. agent or agents of the Corporation and in such manner as shall
Irom time (o time be determined by resolution of the Board of Dirccrors,

Section 3. Deposits. All funds of the Corporation not otherwise emploved shall be
deposited from time to time to the credit of the Corporation in such banks, trust companies Or
other depositories as the Board of Directors by resolution may select.

8



ARTICLE VIL
Certificates for Shares and Their Transfer

Section 1. Certificates for Shares. Certificates representing shares of the Corporation
shall be in such form as shall be determined by the Board of Directors and shall contain such
information as prescribed by law. Such certificates shall be signed by the President or a Vice
President and by cither the Corporate Secretary or an Assistant Corporate Secre ary, and sealed
with the corporate seal or a facsimile thereot. The signatures of such officers upon a certificate
muy be facsimiles. The name and address of the person to whom the shares represenied thereby
are 1ssued. with the number of shares and date of issue. shall be entered on the stock transfer
books of the Corporation.  All certificates surrendered to the Corporution for transfer shall be
cancelled and no new centificate shall be issued until the former certificate for u like number of
shares shall have been surrendered and cancelled, except that in case of a lost, u,:;lmwd or
mutilated certificaie a new one may be issued therefor upon such terms and indemnity to the
Corporation as the Board of Directors may prescribe.

Section 2. Transfer of Shares. Transfer of shares of the Corporation shall be made only
on the stock trunsfer books of the Corporation by the holder of record thereo? or by his legul
representative, who shall furnish proper evidence of authority to transfer. or by his attorney
thereunto authorized by power of attorney duly executed und filed with the C orporate Secretary
of the Corporation, und on surrender for cancellation of the certificate for such shares. The
persen in whose name shares stand on the books of the Corporation shall be deemed by the
Corporation to be the owner thereof for ull purposes. The Board of Directors shll have power 1o
uppoint one or more transter agents und registrars for transfer and registration of certificates of

STOC ]\.

ARTICLE VIll.
Corporate Seal

Fhe seal of the Corporation shall be in such form as the Bowrd of Directors shall

ARTICLE IX.
Indemnification

Section 1. Indemnification of Directors and Officers. The C orporation shall
indemmify and reimburse the expenses of any person who is or was a director. officer. : agent or
L‘aplmc of the Corporation or is or was serving al the request of the Cor poration as a director.
officer, partner, trustee, employee, or ugent of another enterprise or employee benefit plan to the
extent permitied by and in accordance with Articie SEVENTH of the Compuny's Arucles ot
Incorporation and as permitted by law.

Section 2, Liability Insurance. The Corporation shall have the puwcv 1o purchuse and
muintain msurance on behalf of any person who is or was a director. officer . employee, or agent
of the Corporation or is or was serving at the request of the Corporation us u director, officer.

9



empioyee or agent of another corporation, partnership. joint venture. trust, other cnierprise, or
employee benefit plan against any liability asserted against him and incurred by him in any such
capacity or arising oul of his status as such. whether or not the Cos rporation would have the
power to indemnify him against such liability under the laws of the State of Washington.

Section 3. Ratification of Acts of Director, Officer or Shareholder. Any transaction
questioned in any shareholders' derivative suit on the ground of lack of authority, defective or
nregular execution. adverse interest of director, officer or sharchelder, nondisclosure.
miscomputation, or the application of improper principles or practices of accounting may be
ratilied before or after judgment, by the Board of Directors or by the shareholders in case less
than w quorum of directors are qualified: and. if so ratified, shall have the same force and effeet
as if the questioned transaction had been originally duly authorized, and said ratification shall be
binding upon the Corporation and its shareholders and shall constitute a bar to any claim or
execution of any judgment in respect of such questioned transaction.

ARTICLE X.
Amendments

Except us 1o Section 6 of Article T of these Bylaws, the Board of Directors may alter or
umend these Byluws at any meeting duly held, the notice of which includes notice of the
proposed umendment. Bylaws adopted by the Board of Directors shall be subject to change or
;'cr*c-li by the shareholders: provided. however, that Section 2 of Article 1L (other than the
provision thereof specifying the number of Directors of the Corporation). and Sections 9, 11 and
L3 of Asticle Il and this proviso shall not be altered. amended or re epealed, and no provision
inconsisient therewith or herewith shall be included in these Bylaws. without the affirmative
votes of the holders of at least eighty percent (80%) of the voting power of all the shares of the
Voting Stock voting together as u single class.

10



CONDENSED CONSOLIDATED BALANCE SHEETS EXHIBIT B

Avista Corporation

Dollars in thousands

{Unaudited)
June 30, December 31,
2009 2008
Assets:
Current Assets:
Cash and cash eqUIVAIENIS.......ccowiiuieireiceecessscessesese e es et s ee e ee e $34,458 $24 313
Accounts and notes receivable-less allowances of $42,275 and $45,062..........coovooo0. 127,926 218,846
Utility energy commodity derivative aSSets.............ccociivrirererereeeeeeesresssesss oo 2,467 11,234
Regulatory asset for Utility derivatiVeS........ouiovive e ceeieereeeee e 54,268 60,229
Funds held fOr CUSTOMEIS....uiuiiiririieecect st eseeseees e seseseess e e st se e eee oo sees e 53,358 59,095
Materials and supplies, fuel stock and natural gas Stored..........oocovvvroseremeeeioson, 42,510 53,526
Deferred INCOME tAXES. 1.vuvueuvereruerssiisieessiees i seesesseeesseesesssseseseesssseeees s es oo 17,608 18,561
INEOmE NS TRCRINABIE o s s oo e R s s T S S R - 22,769
ST ORGSR oot S e T R T e i e 24,360 13,654
TOtA] CUMTEIL BSSOIS. .. ittt eee oo e e e e s e e et 356,955 482,227
Net Utility Property:
Ut PIANE I SBIVICE 1ot eteeetisittittesi ettt saee e aeeeeeesase s et et et s s ees ettt eee e ee e 3,449,736 3,343,535
Construction WOTK 10 DIOBIESS. ......eeeriirisiieeieeessitesstesiesses s eeeees e e e os e eeeseees oo 47,372 77,487
TOE L. onsosmomontonsonsnosododonsss B ST S s e b e 3,497,108 3,421,022
Less: Accumulated depreciation and amortization............ooeoeeeeoeovooe oo 966,171 928,831
Total net UtIlItY PTOPEITY. .....ccciiiiiiiieriiorinie ittt emenecaessesessesseeseseess e sssse s s sens 2,530,937 2,492,191
Other Property and Investments:
Investment in €XCHANZE DOWET-NEL........ovvueiveiriisise et st eie e enes et eesess o, 24908 26,133
Investment N affiHated tTUSIS. . oviiiecee it ceme e et ee e 11,547 13,403
OO s esmsmmmmspomsssmssmminnisososscs s sty T 88 S e L s o 20,509 21,132
Other property and InVESIMENIS-NEL..........cccoiueviiierecionsresieiesssieessssesesseseeesesssese s 80,298 78,208
Total other property and INVESIIEDTS. ....cvvcuvueritiresseees e ceersesses s seeeesesssesseen. 137,262 138.876
Deferred Charges:
Regulatory assets for deferred INCOME tAXES. ... v.v.veveeeeeeeeeeeeeeeeesee oo oo 99,794 115,005
Regulatory assets for pensions and other postretirement benefits..............ccooovvevenn.. 166,515 172,278
OLher POOMLATOTY BBRES . .sumuwmecvvvassssnbiomessostits e bR oo et i 83,932 85,112
Non-current utility energy commodity derivative asSetS.........ovoieeeoreereeiosos oo, 46,873 49313
PoOWEE GOSEABTBITALE o v st i eSS io 59 s m e e mnmn somemess e st st eee e 38,239 57,607
Unamortized debt @XPemSE. ....o.ovuviiceiriierorisseree s s eeieseseeseeeeseseeesesssees e sseeeseee s eens, 30,493 33,004
Other deferred Charges....... ..o ses s e e es e s sess et seese s, 6,842 5,134
Total deferred ChATEES. ... .c.eeeieceeeeeteet et 472,688 517,453

TOtAl @SSELS.....ovoreeicis ettt et st $3,497.842 $3.630,747




CONDENSED CONSOLIDATED BALANCE SHEETS - continued

Avista Corporation

EXHIBIT E

Dollars in thousands
(Unaudited)

June 30, December 31,
2009 2008
Liabilities and Stockholders' Equity:
Current Liabilities;
ACCOURLS PAVADIC. voiviinsmmmaisiimimssim s ot o s S0 s st wemememmamrensensasarane $104,419 $176,116
Customer fund OBHZAHONS. .......ooiiiiiiii it eeeresess e s es s se s st st s st st ese e 53,358 59,095
Current portion of I00g-1TI DL, .........vieeriissieee e eesenerer e ere oo er e seee et 17,136 17,207
SHOTT-TETII DOITOWINES. .11.vvi1evivesieies et esteeeeeeseseseeesmeeesssssseses et seseseeee et s e e s ees e eeesos 263,400 252,200
INEEIEST ACCTURH. ... vuvevevenireseeeeeesee e s teses e ceseneees sttt ta e b emmsee s et eees s es e et e e s, 11,249 10,871
Utility energy commodity derivative Habilities.......ovuiieeriiiinesiisisrersasiosissesnssnas. 56,735 71,463
Qe eirreht DABTHEES . ovmummmam S 115,539 101,592
Total virrent HAbIIEEE: i o s 5 e bonsarmrasemserseasssestasssrmsssrmsomsmeonmas 621,836 688,544
LIONZAETIN GODL....cuvviieriieeeeees s st esve e eeeeten e s e ses e s ss e ee s et e e seese e sees 810,106 809,258
Long-term debt 10 affiliated truStS. . veeueceece et es st es e s s e et 51,547 113,403
Other Non-Current Liabilities and Deferred Credits:
Regulatory liability for utility plant refirement COStS...........veirerreeererersesoreeeeeeeeessesessns 215,908 213,747
Non-current regulatory liability for utility derivatives.............ovveeeivieeeeeceeesesieressesessons 38,465 42,172
Pensions and other postretirement BENeIiS......o.vuoviviveiiiier i s seeeeseesee e sesesesseessese e, 157,334 184,588
DETEITEA INOOIME LAXES. . 11vevverisieiseseeesieereesessesesseseseeseesesssessseesssesesesessesesss e ese s eeseses s s 463,962 488,940
Other non-current liabilities and deferred CreditS....oovviviereeriereeee oo 96,152 82,006
Total other non-current liabilities and deferred credits.......o.oovovieiieriirioeoeeseooeee 971,821 1,011,453
DA R S s cuems s T S i o it s s e ssane crme e o A amem em e s 2455310 2,622,658
Commitments and Contingencies (See Notes to Condensed Consolidated Financial Statements)
Stockholders' Equity:
Avista Corporation Stockholders' Equity:
Common stock, no par value; 200,000,000 shares authorized:

54,670,665 and 54,487,574 shares outstanding...........coveveeveeveoeee oo eesee e 774,889 774,986
Accumulated other cOmpPrenensive 1088, ..ottt e e erer s es s (5,891) (6,092)
REtAINEA BATTHNES . ....cveveeetreere ettt s et es e se st eaee st et e e aeneeeeneeseeseesesaeses et eseseess. 264,027 227,989

Total Avista Corporation stockholders' eqUItY........occoveiiireereieeeesieisissesesss e sessesns 1,033,025 996,883

Jiedatoludata dol FhaTeateTdcs (i - 9,507 11,206
‘Total Sioekholders" SUHIl womsmmmrms T A 1,042,532 1,008,089
Total Habilities and stockholders' equity.........c.ocoueeeviircioeiieeeeeesinn, $3,497,842 $3,630,747




CONDENSED CONSOLIDATED STATEMENTS OF INCOME

Avista Corporation

For the Six Months Ended June 30
Dollars in thousands, except per share amounts
(Unaudited)

2009

2008

Operating Revenues:
Utility revenues..
Non-utility energy marketmg and tradmg TEVEIIES cosssssomsimvissarsormsnssmsinnis
Other non-UHHLY TEVEIMUES.....covvicriieeics e es s see e s ene s sans

$740,730
11,589
42,262

$798,917
12,244
35,456

Total GHerating TEVERNES. . et s stsi

794,581

846,617

Operating Expenses:

Utility operating expenses:
ReSourteiCostS: v nanmmmnnammmnanii i s
Other OPErating EXPENSES.....coeewererireremeerreseseesssressssssseesssesenensesssseens
Depreciation and amortization.........c.ceeeeeeereeesreseeesresseeseeneseeseseseeseenes
Taxes other than iNCOME tAXES....c.eiierereiieerereeeiieres e eeeseeeeeesvesrans

Non-utility operating expenses:
PESOUTCETBORIEL e v s e A SRt
Other operating eXpenses........coovviiievieiinsiroersirereeessensas
Depreciation and amortization........

415,343
115,222
46,103
44 377

11,068
35,809
2,732

501,301
104,239
43356
40,308

11,455
28,345
2,062

Total OpPErating EXPEISES:...cccueiuemrimerirmrcreeeemrerseeerserseressesessesesssenesnes

670,654

731,066

Income from operations

123,927

115,551

Other Income (’Expense)
Interest expense... .
Interest expense to afﬁhated trusts
Capitalized mteresl
Other IDCOME (EXPENSE) = MEL c.o.oiimeeeeeeeeeeereessesisises st eiemassesseearsseeseeneanaas

(31,748)
(1,611)
998
(770)

(39,679)
(3,216)
1,750
2,904

Total other HMEOMe (EXPENSEITMEE i cvwiiimninmmn s iiasisn.

(33,131)

(38,241)

Income before IMNCOME tAKES. . ccvuvirieireiieiiseeiaeaseenessestesseessessssessesssssseesssssen
Income taxes...

90,796
33,087

77,310
28,354

Net income.. . T
Less; Net income attnbutablc to noncontrol]mg mtcrcsts ...........................

57,709
(830)

48,916
(140)

Net income attributable to Avista COTPOTAtION........ccvvveessereeceer s esveesessesnees

$ 56,879

$ 48,776

Weighted-average commen shares outstanding (thousands), basic................
Weighted-average commen shares outstanding (thousands), diluted.............

Earnings per common share attributable to Avista Corporation:

54,635
54,775

$1.04

53,160
53,543

$0.92

$1.04

$0.51

Dividends paid per common Share............oovimiiciiinissiiiices e

$0.39

$0.33

EXHIBIT G



CONDENSED CONSOLIDATED STATEM ENTS OF STOCKHOLDERS' EQUITY

EXHIBIT H
Avista Corporation

For the Six Months Ended June 30. 2009 and 2008

Dollars in thousands

(Unaudited) Total

Accumulated Avista
Other Corporation Non- Total
Common Stock Comprehensive  Retained Stockholders' Controlling Stockholders’
Shares Amount Loss Earnings Equity Interests Equity

Balance as of January 1, 2009 54,487,574 $774,986 5 (6,093)  §227,989 $ 996,883 § 11,206 $ 1,008,089
Net income 56,879 56,879 830 57,709
Equity compensation expense 1,270 1,270 1,270
Issuance of common stock 183,091 485 485 485
Other comprehensive income 201 201 201
Cash dividends paid (21,335) (21,335) (21,335)
Equity transactions of consolidated subsidiaries (1,852) (1,852) (2,182) (4,034)
Liability to subsidiary minonity shareholders 494 494 494
Other - (347) (347)
Balance as of June 30, 2009 54,670,665 $774,889 $ {5.891) §264,027 $ 1,033,025 ¥ 9,507 S 1042532
Balance as of January 1, 2008 52,909,013 $726,933 $ (19,608) $206,641 ) 913,966 $ 862 S 914,828
Net income 48,776 48,776 140 48,916
Equity compensation expense 1,220 1,220 1,220
Issuance of common stock 586,507 7374 7.374 7.374
Other comprehensive income 7,385 7,385 7,385
Cash dividends paid (17,587) (17,587) (17,587)
Equity transactions of consolidated subsidiaries (1,544) (1.544) (903) (2,849)
Liability to subsidiary minorty shareholders 6,631 6,631 6,631
Balance as of June 30, 2008 53,495,520 $733,583 5 (12,223) $244,461 s 965,821 5 97 S 965,918




