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Section 1 – Registrant’s Business and Operations

Item 1.01 Entry into a Material Definitive Agreement.

Executive Officer Base Compensation

On February 10, 2005, the Compensation & Organization Committee (the “Committee”) of the Board of Directors of Avista Corporation (“Avista Corp.” or
the “Company”) approved new base compensation, effective March 1, 2005, for executive officers of Avista Corp. Base compensation for each executive
officer who is expected to be a named executive officer (“NEO”) in Avista Corp.’s Proxy Statement for the annual meeting of shareholders to be held on
May 12, 2005 (the “2005 Proxy Statement”) is included in the Avista Corporation 2005 NEO Base Compensation Table, which is filed as exhibit 10.1.

Executive Incentive Compensation Plan

The 2004 Executive Incentive Compensation Plan provided the opportunity for executive officers to earn annual cash awards based on meeting certain
corporate and utility performance measures. The Committee established the target amount as a specified percentage of each executive officer’s base
compensation. The target bonus percentages were set from 40 percent to 90 percent of base compensation depending on position, but the amount paid could
be more or less than the target amounts depending on the Company’s performance. In the event that certain corporate and utility performance goals were
achieved, executive officers would have been entitled to receive the full cash award. In the event that those performance goals were exceeded, executive
officers would have been entitled to receive up to 150 percent of their target bonus percentage.

The 2004 Executive Incentive Compensation Plan was designed to focus each executive officer on the Company’s financial strategic goals. For 2004, the
Committee approved a plan with targets based on utility operations and maintenance cost per customer, as well as corporate and utility earnings per share.
The plan had three independent funding triggers: (1) customer satisfaction, (2) electric reliability, and (3) capital expenditures. The funding triggers, if met,
would create the incentive pool from which cash awards would be paid. The plan also had three financial performance targets: (1) corporate earnings per
share, (2) utility earnings per share, and (3) operations and maintenance cost per customer. For cash awards to be paid, the Company had to meet at least one
of the funding triggers and at least one financial performance target. However, the Committee retains the discretion to fund more or less than the amount
calculated based on the funding triggers and levels of financial performance.

On February 10, 2005, the Committee approved the payment of discretionary cash awards to the executive officers of Avista Corp. for 2004 performance in
accordance with the Executive Incentive Compensation Plan. Discretionary cash awards for each executive officer who is expected to be a NEO in the 2005
Proxy Statement are included in the Avista Corporation 2004 NEO Incentive Compensation Table, which is filed as exhibit 10.2. Discretionary cash awards
were granted based on the Company meeting funding triggers for customer satisfaction and electric reliability as well as the Committee’s overall assessment
of management’s progress towards strategic objectives. The Company also met threshold levels for the financial performance target of operations and
maintenance cost per customer. The Company missed the funding trigger for capital expenditures by 1 percent and did not meet the threshold levels for the
financial performance targets of corporate earnings per share and utility earnings per share.

On February 10, 2005, the Committee established the criteria for cash award opportunities for the 2005 Executive Incentive Compensation Plan. The target
bonus percentages, funding triggers and financial performance measures remain the same as the 2004 Executive Incentive Compensation Plan, but the
financial targets have been updated to reflect the 2005 corporate goals.

Long-Term Incentive Plan

On February 10, 2005, the Committee approved the granting of performance shares to executive officers under the Company’s Long-Term Incentive Plan.
Performance share grants for each executive officer who is expected to be a NEO in the 2005 Proxy Statement are included in the Avista Corporation 2005
NEO Performance Share Grants Table, which is filed as exhibit 10.3.

Beginning in 2003, the Committee decided to grant performance shares instead of stock options. Each executive officer is entitled to receive a certain level of
performance shares in three years, if performance goals are attained. The performance share awards provide a clear link to the long-term interests of
shareholders by providing performance shares based on the Company achieving certain relative shareholder return targets as measured against the S&P 400
MidCap Utilities Index over a three-year period. The award payment is determined at the end of the three-year performance cycle and will be payable at the
Company’s option in either cash or Avista Corp. Common Stock.
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The stock price for the beginning of the cycle is calculated as the average month-end closing price for the two months prior to the beginning of the
performance cycle, and the stock price for the end of the cycle is calculated as the average month-end closing price for the last two months of the three-year
performance cycle. The number of performance shares paid to executive officers at the end of the three-year cycle will range from 0 to 150 percent of the
grant depending on the Company’s three-year total shareholder return compared to the returns reported in the S&P 400 MidCap Utilities Index. To receive
100 percent of the award, the Company must perform at the 55th percentile among the S&P 400 MidCap Utilities Index.

Item 1.02 Termination of a Material Definitive Agreement.

At the February 11, 2005 Board meeting, the directors approved the elimination of the Non-Employee Director Stock Plan with respect to periods after
December 31, 2004. Pursuant to Section 13 of the Plan, the Board had the discretion to terminate the Plan at any time. All amounts deferred on or before
December 31, 2004 will be preserved and all existing elections with respect to those amounts will remain in effect. In accordance with the Plan as of
December 31, 2004, those amounts will be paid when the participant(s) ceases to be a Non-Employee Director of the Company. For years after 2004,
directors may elect each year to receive their annual retainer in cash, in Company Common Stock, or in a combination of both cash and Common Stock. The
elections will be approved by the full Board at each February Board meeting.

Section 9 – Financial Statements and Exhibits

Item 9.01 Financial Statements and Exhibits.

(c)  Exhibits

   
10.1  Avista Corporation 2005 NEO Base Compensation Table
10.2  Avista Corporation 2004 NEO Incentive Compensation Table
10.3  Avista Corporation 2005 NEO Performance Share Grants Table

SIGNATURES

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

   
 AVISTA CORPORATION
 (Registrant)

   
Date: February 16, 2005  /s/ Malyn K. Malquist

 
 

 Malyn K. Malquist
 Senior Vice President, Chief
 Financial Officer and Treasurer
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                                                                    Exhibit 10.1 
 
 
                               AVISTA CORPORATION 
                        2005 NEO BASE COMPENSATION TABLE 
 
 
 
NAME AND PRINCIPAL POSITION                CURRENT BASE COMPENSATION            NEW BASE COMPENSATION 
- ---------------------------                -------------------------            --------------------- 
                                                                           
Gary G. Ely 
Chairman of the Board, President and               $625,000                           $687,500 
Chief Executive Officer 
 
Malyn K. Malquist                                  $300,000                           $314,000 
Senior Vice President, Chief Financial 
Officer and Treasurer 
 
Scott L. Morris                                    $275,000                           $302,500 
Senior Vice President 
 
David J. Meyer                                     $240,000                           $240,000 
Vice President and Chief Counsel for 
Regulatory and Governmental Affairs 
 
Ronald R. Peterson                                 $216,000                           $218,000 
Vice President 
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                                                                    Exhibit 10.2 
 
 
                               AVISTA CORPORATION 
                      2004 NEO INCENTIVE COMPENSATION TABLE 
 
 
 
NAME AND PRINCIPAL POSITION                                       2004 BONUS 
- ---------------------------                                       ---------- 
                                                                
Gary G. Ely                                                       $249,733 
Chairman of the Board, President and 
Chief Executive Officer 
 
Malyn K. Malquist                                                  $74,863 
Senior Vice President, Chief Financial 
Officer and Treasurer 
 
Scott L. Morris                                                    $68,622 
Senior Vice President 
 
David J. Meyer                                                     $59,887 
Vice President and Chief Counsel for 
Regulatory and Governmental Affairs 
 
Ronald R. Peterson                                                 $32,296 
Vice President 
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                                                                    Exhibit 10.3 
 
 
                               AVISTA CORPORATION 
                     2005 NEO PERFORMANCE SHARES GRANT TABLE 
 
 
NAME AND PRINCIPAL POSITION                                     2005 PERFORMANCE SHARES 
- ---------------------------                                     ----------------------- 
                                                              
Gary G. Ely                                                                 64,400 
Chairman of the Board, President and 
Chief Executive Officer 
 
Malyn K. Malquist                                                           15,500 
Senior Vice President, Chief Financial 
Officer and Treasurer 
 
Scott L. Morris                                                             15,500 
Senior Vice President 
 
David J. Meyer                                                               5,300 
Vice President and Chief Counsel for 
Regulatory and Governmental Affairs 
 
Ronald R. Peterson                                                           5,300 
Vice President 
 
 
The table above shows information regarding performance shares granted under the 
Company's Long-Term Incentive Compensation Plan as approved by the Compensation 
& Organization Committee of the Board of Directors on February 10, 2005 to each 
executive officer who is expected to be a NEO in the 2005 Proxy Statement. The 
actual payment depends on the Company's three-year total shareholder return 
compared to the returns reported in the S&P 400 MidCap Utilities Index. Awards 
are provided at the end of the three-year period based on the Company's total 
shareholder return within the index. 
 
The performance shares will be payable at the Company's option in either cash or 
Avista Corporation Common Stock at the end of the three-year cycle on December 
31, 2007, and will range from 0 to 150 percent of the grant. To receive 100 
percent of the award, the Company must perform at the 55th percentile among the 
S&P 400 MidCap Utilities Index. To receive 150 percent of the award, the Company 
must perform at or above the 85th percentile ranking. Awards are pro-rated for 
performance between the 55th and 85th percentile rankings. Dividend Equivalent 
Rights are calculated and paid out in cash when and to the extent the 
performance shares are paid. 


