ITEM NO. CA14

PUBLIC UTILITY COMMISSION OF OREGON
STAFF REPORT
PUBLIC MEETING DATE: June 22, 2004

REGULAR @ CONSENT X EFFECTIVE DATE N/A
DATE: June 15, 2004

TO: Lee Sparling through Marc Hellman and Bryan Conway
FROM: Thomas D. Morgan

SUBJECT: AVISTA CORPORATION: (Docket No. UF 4207(2)) Request for the
Commission to amend Order No. 04-246, increasing the number
of common shares authorized to issue.

STAFF RECOMMENDATION:

The Commission should approve Avista Corporation's (Avista or Company) application
to amend Order 04-246 and authorize the Company to issue and sell not more than
10,000,000 shares of common stock, subject to the original conditions and reporting
requirements in the prior order.

DISCUSSION:

On April 15, 2004, Avista filed an application to issue and sell various securities under
Oregon Revised Statute (ORS) 757.415, and Oregon Administrative Rules (OAR) 860-27-
0030. Auvista proposed to offer up to $250,000,000 of debt securities that may be
convertible into shares of Avista's common stock. The request also asked for the authority
to issue up to three million shares of common stock. The common stock was intended to
cover any amount of stock necessary for the conversion feature of debt, as well as provide
additional shares for unrelated issuances of common stock. Commission approval was
granted in Order 04-246 issued on May 11, 2004.

Avista represents that due to the conversion-pricing feature, Avista may not have
authorization to issues a sufficient number of shares of common stock. The exact number
of shares required is unknown because the conversion feature will be based on the price
of common stock when the debt is issued. Additionally, the Company desires additional
authority to issue common stock independent of the shares required for the convertible
debt.

To ensure the Company has authority to issue a sufficient number of shares of common
stock to cover both its convertible debt and other requirements, the Company has
requested an increase of an additional seven million shares for a total authorization of ten
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million shares of common stock. Based on Staff's review, approval of Avista's application
would be fair and reasonable and provide the Company with needed flexibility.
PROPOSED COMMISSION MOTION:

Avista's application to amend the authority granted in Order No. 04-246, increasing the

number of common equity from three to ten million shares is approved, with all of Staff's
original conditions as specified in Order No. 04-256, remaining in force.



