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Year Interest
July 1) Amount* Rate Price or Yield
2009 $4,495,000 % %
$20,140,000* Project No. 3 Refunding Electric Revenue Bonds
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No dealer, broker, salesman or other person has been authorized by Energy Northwest or by the Underwriters to give any
information or to make any representations, other than as contained in this Official Statement, and, if given or made, such other
information or representations must not be relied upon as having been authorized by Energy Northwest or the Underwriters. This
Official Statement does not constitute an offer to sell or the solicitation of an offer to buy, nor shall there be any sale of the Series
2003-A Bonds or Series 2003-B Bonds, by any person in any jurisdiction in which such offer, solicitation, or sale would be unlawful
prior to registration or qualification under the securities laws of any such jurisdiction.

The information set forth herein has been furnished by Energy Northwest and Bonneville and includes information
obtained from other sources which are believed to be reliable, the information and expressions of opinion contained herein are subject
to change without notice and neither the delivery of this Official Statement nor any sale made hereunder shall, under any
circumstances, create any implication that there has been no change in the affairs of Energy Northwest or Bonneville since the date
hereof.

Except as specifically described herein, none of the information herein was provided by the Participants, the Pacific
Northwest Electric Power and Conservation Planning Council, or the Trustee and none of such entities participated in the preparation
of this Official Statement. This Official Statement has not been submitted to such entities for review, comment or approval.

This Official Statement contains statements which, to the extent they are not recitations of historical fact, constitute
“forward-looking statements.” In this respect, the words “estimate,” “project,” “anticipate,” “expect,” “intend,” “believe” and similar
expressions are intended to identify forward-looking statements. A number of important factors affecting Energy Northwest’s or
Bonneville’s business and financial results could cause actual results to differ materially from those stated in the forward-looking
statements.
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The Underwriters have provided the following sentence for inclusion in the Official Statement: “The Underwriters have
reviewed the information in the Official Statement in accordance with, and as a part of, their respective responsibilities to investors
under the federal securities laws as applied to the facts and circumstances of this transaction, but the Underwriters do not guarantee
the accuracy or completeness of such information.”

The prospective financial information included in this offering document, including any forward-looking or prospective
financial information, has been prepared by, and is the responsibility of the management of Energy Northwest and Bonneville.
PricewaterhouseCoopers has neither examined nor compiled such prospective financial information and, accordingly,
PricewaterhouseCoopers does not express an opinion or any other form of assurance with respect thereto.  The
PricewaterhouseCoopers reports included in this offering document relate to the historical financial information of the Energy
Northwest projects and Bonneville. They do not extend to the prospective financial information and should not be read to do so.

IN CONNECTION WITH THE OFFERING OF THE SERIES 2003-A BONDS AND SERIES 2003-B BONDS, THE
UNDERWRITERS MAY OVERALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET
PRICE OF SUCH BONDS AT LEVELS ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET.
SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME.
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OFFICIAL STATEMENT
$714,065,000"
ENERGY NORTHWEST

REFUNDING ELECTRIC REVENUE BONDS

$238,925,000" Project No. 1 Refunding Electric Revenue Bonds, Series 2003-A
$187,735,000* Columbia Generating Station Refunding Electric Revenue Bonds, Series 2003-A
$244,995,000" Project No. 3 Refunding Electric Revenue Bonds, Series 2003-A
$17,775,000" Project No. 1 Refunding Electric Revenue Bonds, Series 2003-B (Taxable)
$4,495,000" Columbia Generating Station Refunding Electric Revenue Bonds, Series 2003-B (Taxable)
$20,140,000" Project No. 3 Refunding Electric Revenue Bonds, Series 2003-B (Taxable)

Energy Northwest, a municipal corporation and a joint operating agency of the State of Washington (formerly known
as the Washington Public Power Supply System), proposes to issue $238,925,000" Project No. 1 Refunding Electric Revenue
Bonds, Series 2003-A (the “Project 1 2003-A Bonds”), $187,735,000" Columbia Generating Station Refunding Electric Revenue
Bonds, Series 2003-A (the “Columbia 2003-A Bonds™), $244,995,000" Project No. 3 Refunding Electric Revenue Bonds, Series
2003-A (the “Project 3 2003-A Bonds”, and together with the Project 1 2003-A Bonds and the Columbia 2003-A Bonds, the
“Series 2003-A Bonds™), $17,775,000" Project No. 1 Refunding Electric Revenue Bonds, Series 2003-B (the “Project 1 2003-B
Bonds”), $4,495,000" Columbia Generating Station Refunding Electric Revenue Bonds, Series 2003-B (the “Columbia 2003-B
Bonds) and $20,140,000" Project No. 3 Refunding Electric Revenue Bonds, Series 2003-B (the “Project 3 2003-B Bonds”, and
together with the Project 1 2003-B Bonds and the Columbia 2003-B Bonds, the “Series 2003-B Bonds. The Series 2003-A
Bonds and Series 2003-B Bonds are together referred to herein as the “2003 Bonds.” The Series 2003-A Bonds are being issued
pursuant to Chapter 43.52 of the Revised Code of Washington, as amended (the “Act”) and the resolutions of Energy Northwest
hereinafter referred to for the purpose of refunding certain outstanding Prior Lien Bonds (hereinafter defined) and certain
outstanding Electric Revenue Bonds (hereinafter described) heretofore issued by Energy Northwest in connection with Project 1,
the Columbia Generating Station and Project 3 (hereinafter described). The Series 2003-B Bonds are being issued pursuant to
Chapter 43.52 of the Act and the resolutions of Energy Northwest hereinafter referred to for the purpose of paying certain costs
relating to the refunding of certain Prior Lien Bonds and Electric Revenue Bonds, as well as costs relating to the issuance of the
Series 2003-A Bonds, Series 2003-B Bonds and Series 2003-C, D and E Bonds (hereinafter defined). The 2003 Bonds are
secured on a subordinated basis to the Prior Lien Bonds from amounts derived pursuant to Net Billing Agreements with the
United States of America, Department of Energy, acting by and through the Administrator of the Bonneville Power
Administration from net billing credits and from cash payments from the Bonneville Fund, as described herein. The receipts,
income and revenues derived from a Project secure only the related Series 2003-A Bonds or Series 2003-B Bonds, respectively.
Accordingly, the owners of the Series 2003-A Bonds or Series 2003-B Bonds issued for a particular Project will have no claim on
the receipts, income and revenues securing any other Energy Northwest Project. The 2003 Bonds will be secured on a parity
with bonds heretofore issued by Energy Northwest pursuant to the related Electric Revenue Bond Resolution (hereinafter
defined), and additional bonds or notes that may be issued by Energy Northwest in the future under, or other obligations of
Energy Northwest that may be secured pursuant to, the related Electric Revenue Bond Resolution or any related Separate
Subordinated Resolution. For further information, see “SECURITY FOR THE NET BILLED BONDS” in this Official
Statement.

Simultaneously with the delivery of the Series 2003-A Bonds and the Series 2003-B Bonds, Energy Northwest expects
to deliver $200,000,000" of its Project No. 1 Refunding Electric Revenue Bonds, Series 2003-C (the “Project 1 2003-C Bonds”),
$200,000,000" of its Project No. 3 Refunding Electric Revenue Bonds, Series 2003-D (the “Project 3 2003-D Bonds™) and
$100,000,000" of its Project No. 3 Refunding Electric Revenue Bonds, Series 2003-E (the “Project 3 2003-E Bonds” and,
together with the Project 1 2003-C Bonds and the Project 3 2003-D Bonds, the “Series 2003-C, D and E Bonds”). The Series
2003-C, D and E Bonds will be issued on a parity with the Series 2003-A Bonds and the Series 2003-B Bonds under the
respective Electric Revenue Bond Resolutions. Energy Northwest will issue the Series 2003-C, D and E Bonds as variable rate
demand bonds, including auction reset securities, pursuant to the related Electric Revenue Bond Resolutions. The proceeds

¥ Preliminary, subject to change.



thereof will be applied to the refunding of a portion of Energy Northwest’s outstanding Prior Lien Bonds and Refunding Electric
Revenue Bonds, as more fully described in a separate official statement to be issued by Energy Northwest relating to the Series
2003-C, D and E Bonds.

Energy Northwest furnishes this Official Statement, which includes the cover page and inside cover page hereof and
the appendices hereto, in connection with the sale of the 2003 Bonds.

INTRODUCTION

This Introduction is not intended to provide all information material to a prospective purchaser of the Series 2003-A
Bonds or Series 2003-B Bonds and is qualified in all respects by the more detailed information set forth elsewhere in this Official
Statement. Unless otherwise specifically defined, certain capitalized terms used in this Introduction have the meanings given to
such terms elsewhere in this Official Statement.

ENERGY NORTHWEST

Energy Northwest was organized in 1957 as the Washington Public Power Supply System. By resolution of its
Executive Board adopted on June 2, 1999, the Washington Public Power Supply System officially changed its name to Energy
Northwest. It currently has 17 members, consisting of 14 public utility districts and the cities of Richland, Seattle and Tacoma,
all located in the State of Washington. Energy Northwest has the authority, among other things, to acquire, construct and operate
plants, works and facilities for the generation and transmission of electric power and energy and to issue bonds and other
evidences of indebtedness to finance the same.

Energy Northwest owns and operates a nuclear electric generating station, the Columbia Generating Station (sometimes
hereinafter referred to as “Columbia Generating Station” or “Columbia”), formerly known as Nuclear Project No. 2, with a net
design electrical rating of 1,153 megawatts. Energy Northwest also owns an operating hydroelectric facility, the Packwood Lake
Hydroelectric Project (“Packwood”), with a name-plate rating of 27.5 megawatts. Energy Northwest also owns and operates the
Nine Canyon Wind Project, which consists of 37 turbines with a maximum generating capacity of approximately 48 megawatts.
Energy Northwest also owns and/or has financial responsibility for four other nuclear electric generating projects which have
been terminated: Energy Northwest Nuclear Project No. 1 (“Project 1), Energy Northwest Nuclear Project No. 3 (“Project 3”)
and Energy Northwest Nuclear Projects Nos. 4 and 5 (“Projects 4 and 5). Energy Northwest also owns the Hanford Generating
Project (“HGP”), which ceased operation in 1987, and site restoration activities coordinated with the United States Department of
Energy (“DOE”) are continuing. For discussions concerning the termination of Projects Nos. 1, 3, 4 and 5, see “SECURITY
FOR THE NET BILLED BONDS — Project 1,” “— Project 3,” “— Projects 4 and 5 and “— "Site Restoration of Projects 1 and
4” in this Official Statement. Projects 1, 3 and Columbia are collectively referred to herein as the “Net Billed Projects.” Each of
the foregoing projects (collectively, the “Projects” and individually, a “Project”) is financed and accounted for as a separate
utility system, except for Projects 4 and 5, which were financed and accounted for as a single utility system separate and apart
from all other Energy Northwest Projects. All of Energy Northwest’s Projects are located in the State of Washington.

The United States of America, Department of Energy, acting by and through the Administrator of the Bonneville Power
Administration (“Bonneville”), has acquired the capability of Projects 1, 3 and Columbia. As more fully discussed under
“SECURITY FOR THE NET BILLED BONDS — Net Billing Agreements,” Bonneville pays Energy Northwest for such
capability pursuant to Net Billing Agreements (hereinafter defined), with payments being made through a combination of credits
against customer bills and cash payments from the Bonneville Fund (hereinafter defined). Bonneville’s obligations to make such
payments under the Net Billing Agreements continue notwithstanding suspension or termination of any of Projects 1, 3 or
Columbia.

The Columbia Generating Station

Columbia is an operating nuclear electric generating station located about 160 miles southeast of Seattle, Washington,
near Richland, Washington on the DOE Hanford Reservation. Columbia commenced commercial operation in 1984 and has a
net design electrical rating of 1,153 megawatts. Columbia consists of a General Electric Company-designed boiling water reactor
and nuclear steam supply system, a turbine-generator and the necessary transformer, switching and transmission facilities to
deliver the output to the transmission facilities of the Federal System located in the vicinity of Columbia. The entire project
capability of Columbia has been acquired by Bonneville under the Columbia Net Billing Agreements. Since commencing
commercial operation, Columbia has operated at a cumulative capacity factor of 66.7% and has generated 116,802,029
megawatt-hours (net of station use) of electric power through February 2003. On February 27, 2003, Energy Northwest initiated
an unscheduled temporary shutdown of Columbia in order to address operability concerns related to one of the three Columbia
backup diesel generators. See “ENERGY NORTHWEST — The Columbia Generating Station — Operating Performance” in
this Official Statement. For further information relating to Columbia, see “ENERGY NORTHWEST — The Columbia
Generating Station” in this Official Statement.

Energy Northwest has obtained all permits and licenses required to operate Columbia, including a site certification
agreement with the State of Washington and an operating license for Columbia issued by the United States Nuclear Regulatory
Commission (the “NRC”). The operating license expires in 2023.



Project 1

Project 1 is a terminated, partially constructed, nuclear electric generating project located about 160 miles southeast of
Seattle, Washington, near Richland, Washington on DOE’s Hanford Reservation. In May 1994, Energy Northwest’s Board of
Directors adopted a resolution terminating Project 1. For further information relating to Project 1, see “ENERGY NORTHWEST
— Project 1” and ‘““— Site Restoration of Projects 1 and 4” in this Official Statement. See “SECURITY FOR THE NET
BILLED BONDS — Net Billing Agreements” in this Official Statement for further discussion of the above-mentioned
termination and related issues.

Project 3

Project 3 is a terminated, partially constructed, nuclear electric generating project located in Grays Harbor County,
Washington, about 70 miles southwest of Seattle, Washington. In May 1994, Energy Northwest’s Board of Directors adopted a
resolution requesting the termination of Project 3. Project 3 was terminated in June 1994. For further information relating to
Project 3, see “ENERGY NORTHWEST — Project 3” in this Official Statement. See “SECURITY FOR THE NET BILLED
BONDS — Net Billing Agreements” in this Official Statement for further discussion of the above-mentioned termination and
related issues.

Projects 4 and 5

Projects 4 and 5 were terminated in January 1982. The bonds issued by Energy Northwest in connection with Projects
4 and 5 (the “Project 4/5 Bonds”) went into default on July 22, 1983, and approximately $2.25 billion principal amount of Project
4/5 Bonds, together with accrued interest thereon, remain unpaid except for two distributions to bondholders in 1993 and 1995.
Subsequent to extended litigation and ultimate settlement, all trusts created under the resolution authorizing the Project 4/5 Bonds
were terminated and Energy Northwest and the trustee under said resolution were released from all of their obligations
thereunder. Bonneville is not a party to any agreements that secured payment of the costs of Projects 4 and 5.

THE BONNEVILLE POWER ADMINISTRATION

The information under this heading has been derived from information provided to Energy Northwest by Bonneville.
For detailed information with respect to Bonneville, see “THE BONNEVILLE POWER ADMINISTRATION” in this Official
Statement.

Bonneville was created by Federal law in 1937 to market electric power from the Bonneville Dam and to construct
facilities necessary to transmit such power. Today, Bonneville markets electric power from 30 federally-owned hydroelectric
projects, most of which are located in the Columbia River Basin and all of which were constructed and are operated by the
United States Army Corps of Engineers (the “Corps”) or the United States Bureau of Reclamation (the “Bureau”), and from
several non-federally-owned projects, including the Columbia Generating Station. Bonneville sells and/or exchanges power
under contracts with over 100 utilities in the Pacific Northwest and Pacific Southwest and with several industrial customers. It
also owns and operates a high voltage transmission system comprising approximately 75% of the bulk transmission capacity in
the Pacific Northwest.

Bonneville’s primary customer service area is the Pacific Northwest region, an area comprised of Oregon, Washington,
Idaho, western Montana and small portions of California, Nevada, Utah and Wyoming (sometimes referred to herein as the
“Pacific Northwest,” the “Northwest,” the “Region,” or “Regional”). Bonneville estimates that this 300,000 square mile service
area has a population of approximately ten million people. Electric power sold by Bonneville accounts for about 45% of the
electric power consumed within the Region. Bonneville also exports power that is surplus to the needs of the Region to the
Pacific Southwest, primarily to California.

Bonneville is one of four regional Federal power marketing agencies within the DOE. Bonneville is required by law to
meet certain energy requirements in the Region and is authorized to acquire power resources, to implement conservation
measures and to take other actions to enable it to carry out its purposes. Bonneville is also required by law to operate and
maintain its transmission system and to provide transmission service to eligible customers and to undertake certain other
programs, such as fish and wildlife protection, mitigation and enhancement.

THE 2003 BONDS

Security

The Project 1 2003-A Bonds and Project 1 2003-B Bonds (together, the “Project 1 2003 Bonds”) are special revenue
obligations of Energy Northwest issued under and pursuant to the Project 1 Electric Revenue Bond Resolution (hereinafter
defined) and are secured on a subordinated basis to the Project 1 Prior Lien Bonds by a pledge of all receipts, income and
revenues derived by Energy Northwest from the ownership of Project 1. The Project 1 2003 Bonds are secured on parity with
$583,525,000 outstanding principal amount of Project 1 Electric Revenue Bonds, heretofore issued pursuant to the Project 1
Electric Revenue Bond Resolution and will be secured on a parity with any additional bonds or notes that may be issued by



Energy Northwest in the future or other obligations of Energy Northwest that may be secured pursuant to the Project 1 Electric
Revenue Bond Resolution or any Project 1 Separate Subordinated Resolution.

The Columbia 2003-A Bonds and Columbia 2003-B Bonds (together, the “Columbia 2003 Bonds”) are special revenue
obligations of Energy Northwest issued under and pursuant to the Columbia Electric Revenue Bond Resolution (hereinafter
defined) and are secured on a subordinated basis to the Columbia Prior Lien Bonds by a pledge of all receipts, income and
revenues derived by Energy Northwest from the ownership and operation of Columbia. The Columbia 2003 Bonds are secured
on parity with $623,860,000 outstanding principal amount of Columbia Electric Revenue Bonds, heretofore issued pursuant to
the Columbia Electric Revenue Bond Resolution and will be secured on a parity with any additional bonds or notes that may be
issued by Energy Northwest in the future or other obligations of Energy Northwest that may be secured pursuant to the Columbia
Electric Revenue Bond Resolution or any Columbia Separate Subordinated Resolution.

The Project 3 2003-A Bonds and Project 3 2003-B Bonds (together, the “Project 3 2003 Bonds™) are special revenue
obligations of Energy Northwest issued under and pursuant to the Project 3 Electric Revenue Bond Resolution (hereinafter
defined) and are secured on a subordinated basis to the Project 3 Prior Lien Bonds by a pledge of all receipts, income and
revenues derived by Energy Northwest from the ownership of Project 3. The Project 3 2003 Bonds are secured on parity with
$459,230,000 outstanding principal amount of Project 3 Electric Revenue Bonds, heretofore issued pursuant to the Project 3
Electric Revenue Bond Resolution and will be secured on a parity with any additional bonds or notes that may be issued by
Energy Northwest in the future or other obligations of Energy Northwest that may be secured pursuant to the Project 3 Electric
Revenue Bond Resolution or any Project 3 Separate Subordinated Resolution.

Purpose of Issuance

The Project 1 2003-A Bonds are being issued pursuant to Resolution No. 835, adopted on November 23, 1993 (as
amended and supplemented, the “Project 1 Electric Revenue Bond Resolution™), and a supplemental resolution adopted on March
__,2003 (the “Project 1 2003-A Electric Revenue Bond Supplemental Resolution™). Energy Northwest is issuing the Project 1
2003-A Bonds for the purpose of refunding (i) $257,595,000" aggregate principal amount of the $1,406,690,000 of the Project 1
Prior Lien Bonds (hereinafter defined) currently outstanding under Resolution No. 769, adopted September 18, 1975 (as amended
and supplemented the “Project 1 Prior Lien Resolution™), (ii) $11,670,000" aggregate principal amount of the $583,525,000 of
Project 1 Electric Revenue Bonds (hereinafter defined) currently outstanding under the Project 1 Electric Revenue Bond
Resolution and (iii) all of the $26,070,000" Project 1 Promissory Note (hereinafter defined). Bonds issued pursuant to the Project
1 Prior Lien Resolution are referred to herein as the “Project 1 Prior Lien Bonds” and Bonds issued pursuant to the Project 1
Electric Revenue Bond Resolution are referred to herein as the “Project 1 Electric Revenue Bonds.” The Project No. 1
Refunding Revenue Promissory Note, 2002A issued by Energy Northwest under the Project 1 Credit Agreement, dated as of
April 25, 2002, by and between Citibank, N.A. and Energy Northwest (the “Project 1 Credit Agreement”) is herein referred to as
the “Project 1 Promissory Note.” See “Plan of Refunding.”

The Columbia 2003-A Bonds are being issued pursuant to Resolution No. 1042, adopted on October 23, 1997 (as
amended and supplemented, the “Columbia Electric Revenue Bond Resolution”), and a supplemental resolution adopted on
March __, 2003 (the “Columbia 2003-A Electric Revenue Bond Supplemental Resolution™). Energy Northwest is issuing the
Columbia 2003-A Bonds for the purpose of refunding (i) $168,045,000" aggregate principal amount of the $1,480,576,018 of the
Columbia Prior Lien Bonds currently outstanding under Resolution No. 640, adopted on June 26, 1973 (as amended and
supplemented the “Columbia Prior Lien Resolution”), (i) $5,800,000" aggregate principal amount of the $623,860,000 of
Columbia Generating Station Electric Revenue Bonds (hereinafter defined) currently outstanding under the Columbia Electric
Revenue Bond Resolution and (iii) all of the $72,585,000" Columbia Promissory Note (hereinafter defined). Bonds issued
pursuant to the Columbia Prior Lien Resolution are referred to herein as the “Columbia Prior Lien Bonds” and Bonds issued
pursuant to the Columbia Electric Revenue Bond Resolution are referred to herein as the “Columbia Electric Revenue Bonds.”
The Columbia Refunding Revenue Promissory Note, 2002A issued by Energy Northwest under the Columbia Credit Agreement,
dated as of April 25, 2002, by and between Citibank, N.A. and Energy Northwest (the “Columbia Credit Agreement”) is herein
referred to as the “Columbia Promissory Note.” See “Plan of Refunding.”

The Project 3 2003-A Bonds are being issued pursuant to Resolution No. 838, adopted on November 23, 1993 (as
amended and supplemented the “Project 3 Electric Revenue Bond Resolution™), and a supplemental resolution adopted on March,
_, 2003 (the “Project 3 2003-A Electric Revenue Bond Supplemental Resolution” and together with the Project 1 2003-A
Electric Revenue Bond Supplemental Resolution and the Columbia 2003-A Electric Revenue Bond Supplemental Resolution, the
“2003-A Supplemental Resolutions”). Energy Northwest is issuing the Project 3 2003-A Bonds for the purpose of refunding (i)
$249,340,000" aggregate principal amount of the $1,296,257,106 of Project 3 Prior Lien Bonds (as amended and supplemented
the “Project 3 Prior Lien Bonds”) currently outstanding under Resolution No. 775, adopted on December 3, 1975 (as amended
and supplemented the “Project 3 Prior Lien Resolution™), (ii) $16,480,000" aggregate principal amount of the $459,230,000 of
Project 3 Electric Revenue Bonds (hereinafter defined) currently outstanding under the Project 3 Electric Revenue Bond
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Resolution and (iii) all of the $48,571,732.47" Project 3 Promissory Note (hereinafter defined). Bonds issued pursuant to the
Project 3 Prior Lien Resolution are referred to herein as the “Project 3 Prior Lien Bonds” and Bonds issued pursuant to the
Project 3 Electric Revenue Bond Resolution are referred to herein as the “Project 3 Electric Revenue Bonds.” The Project No. 3
Refunding Revenue Promissory Note, 2002A issued by Energy Northwest under the Project 3 Credit Agreement, dated as of
April 25, 2002, by and between Citibank, N.A. and Energy Northwest (the “Project 3 Credit Agreement”) is herein referred to as
the “Project 3 Promissory Note.” See “Plan of Refunding.”

The Project 1 2003-B Bonds are being issued pursuant to the Project 1 Electric Revenue Bond Resolution and a
supplemental resolution adopted on March __, 2003 (the “Project 1 2003-B Electric Revenue Bond Supplemental Resolution™).
Energy Northwest is issuing the Project 1 2003-B Bonds for the purpose of paying costs relating to the issuance of the Project 1
2003-A Bonds, Project 1 2003-B Bonds and Project 1 2003-C Bonds, as well as certain costs relating to the refunding of certain
of the Project 1 Prior Lien Bonds and Project 1 Electric Revenue Bonds. See “Plan of Refunding.”

The Columbia 2003-B Bonds are being issued pursuant to the Columbia Electric Revenue Bond Resolution and a
supplemental resolution adopted on March __, 2003 (the “Columbia 2003-B Electric Revenue Bond Supplemental Resolution™).
Energy Northwest is issuing the Columbia 2003-B Bonds for the purpose of paying certain costs relating to the issuance of the
Columbia 2003-A Bonds and Columbia 2003-B Bonds, as well as certain costs relating to the refunding of certain of the
Columbia Prior Lien Bonds and Columbia Electric Revenue Bond. See “Plan of Refunding.”

The Project 3 2003-B Bonds are being issued pursuant to the Project 3 Electric Revenue Bond Resolution and a
supplemental resolution adopted on March _ , 2003 (the “Project 3 2003-B Electric Revenue Bond Supplemental Resolution”
and together with the Project 1 2003-B Electric Revenue Bond Supplemental Resolution and the Columbia 2003-B Electric
Revenue Bond Supplemental Resolution, the “2003-B Supplemental Resolutions”). Energy Northwest is issuing the Project 3
2003-B Bonds for the purpose of paying costs relating to the issuance of the Project 3 2003-A Bonds, Project 3 2003-B Bonds,
Project 3 2003-D Bonds and Project 3 2003-E Bonds, as well as certain costs relating to the refunding of certain of the Project 3
Prior Lien Bonds and Project 3 Electric Revenue Bonds. See “Plan of Refunding.”

The Project 1 Prior Lien Resolution, the Columbia Prior Lien Resolution and the Project 3 Prior Lien Resolution are
collectively referred to herein as the “Prior Lien Resolutions.” The Project 1 Electric Revenue Bond Resolution, the Columbia
Electric Revenue Bond Resolution and the Project 3 Electric Revenue Bond Resolution are collectively referred to herein as the
“Electric Revenue Bond Resolutions”. The Prior Lien Resolutions, the Electric Revenue Bond Resolutions and the Separate
Subordinated Resolutions are collectively referred to herein as the “Net Billed Resolutions.” The Project 1 Prior Lien Bonds, the
Columbia Prior Lien Bonds and the Project 3 Prior Lien Bonds are collectively referred to herein as the “Prior Lien Bonds.” The
Project 1 Electric Revenue Bonds, the Columbia Electric Revenue Bonds and the Project 3 Electric Revenue Bonds are
collectively referred to herein as the “Electric Revenue Bonds.” The Prior Lien Bonds, the Electric Revenue Bonds, including
the 2003 Bonds and any bonds or notes which may be issued pursuant to the Separate Subordinated Resolutions are collectively
referred to herein as the “Net Billed Bonds.” Energy Northwest has covenanted with the owners from time to time of the Electric
Revenue Bonds not to issue any more Prior Lien Bonds or any other obligations having a lien on a parity with the Prior Lien
Bonds. For a discussion of additional Net Billed Bonds which may be issued by Energy Northwest for refunding and other
purposes, see “SECURITY FOR THE NET BILLED BONDS — Additional Bonds” in this Official Statement.

NET BILLING AGREEMENTS

Under the Net Billing Agreements, the Participants in each Net Billed Project have contracted to purchase the
capability of that Net Billed Project and have agreed to provide Energy Northwest with funds necessary to meet costs of that Net
Billed Project. These costs include the amounts that Energy Northwest is obligated to pay in each contract year into the various
funds provided for in the related Net Billed Resolutions for debt service and for all other purposes of the Net Billed Project. The
Net Billing Agreements also effected a simultaneous assignment of the project capability from the Participants to Bonneville and
created an obligation of Bonneville to pay the Participants (from net billing credits provided by Bonneville and from cash
payments from the Bonneville Fund, as described herein) for their respective shares of the costs of the Net Billed Projects. Thus,
Bonneville is ultimately obligated to meet such costs.

Under the Net Billing Agreements, payments to Energy Northwest are not made directly by Bonneville, but rather by
the Participants. Such payments by the Participants are to be made in accordance with each Participant’s participation in the
purchase of the capability of the Net Billed Project. Bonneville pays for the capability of the Net Billed Project assigned by the
Participants to it by crediting (or net billing) Bonneville’s bills to Participants for power and other services purchased from
Bonneville by the amount of the payment required to be made by the Participants to Energy Northwest. To the extent that the
total amount of Bonneville’s bills to each Participant (and consequently the amount of such credit available) over a contract year
(July 1 to June 30) is less than the payment required to be made by the Participant to Energy Northwest, Bonneville is obligated
to pay the deficiency in cash to the Participant from the Bonneville Fund. In the opinion of Bonneville’s General Counsel, under
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Federal statutes Bonneville may only make payments to the United States Treasury from net proceeds; all cash payment
obligations of Bonneville, including cash deficiency payments relating to Net Billed Bonds and other operating and maintenance
expenses have priority over payments by Bonneville to the United States Treasury. Net proceeds are gross cash receipts
remaining in the Bonneville Fund after deducting all of the costs paid by Bonneville to operate and maintain the Federal System
other than those used to make payments to the United States Treasury for: (i) the repayment of the Federal investment in certain
transmission facilities and the power generating facilities at federally-owned hydroelectric projects in the Pacific Northwest; (ii)
debt service on bonds issued by Bonneville and sold to the United States Treasury; (iii) repayments of appropriated amounts to
the Corps and the Bureau for certain costs allocated to power generation at federally-owned hydroelectric projects in the Pacific
Northwest; and (iv) costs allocated to irrigation projects as are required by law to be recovered from power sales.

Cash payments and the provision of credits by Bonneville and payments by Participants under the Net Billing
Agreements are required whether or not the related Net Billed Project is completed, operable or operating and notwithstanding
the suspension, interruption, interference, reduction or curtailment of Net Billed Project output or termination of the related Net
Billed Project and such payments or credits are not subject to any reduction, whether by offset or otherwise, and are not
conditioned upon the performance or nonperformance by Energy Northwest, Bonneville or any Participant under the Net Billing
Agreements or any other agreement or instrument.

Bonneville’s obligations under the Net Billing Agreements are not general obligations of the United States of America
and are not secured by the full faith and credit of the United States of America.

For further information as to the Net Billing Agreements, see “SECURITY FOR THE NET BILLED BONDS — Net
Billing Agreements” in this Official Statement.

DESCRIPTION OF THE 2003 BONDS
GENERAL

The Project 1 Electric Revenue Bond Resolution authorizes the issuance of Project 1 2003-A Bonds and Project 1
2003-B Bonds for the respective purposes of refunding Project 1 Prior Lien Bonds, Project 1 Electric Revenue Bonds and the
Project 1 Promissory Note previously issued and of paying costs associated with such refundings. The Columbia Electric
Revenue Bond Resolution authorizes the issuance of Columbia 2003-A Bonds and Columbia 2003-B Bonds for the respective
purposes of refunding Columbia Prior Lien Bonds, Columbia Electric Revenue Bonds and the Columbia Promissory Note
previously issued and of paying costs associated with such refundings. The Project 3 Electric Revenue Bond Resolution
authorizes the issuance of Project 3 2003-A Bonds and Project 3 2003-B Bonds for the respective purposes of refunding Project 3
Prior Lien Bonds, Project 3 Electric Revenue Bonds and the Project 3 Promissory Note previously issued and of paying costs
associated with such refundings.

The 2003 Bonds will initially be dated the date of delivery, and will mature on July 1 in the years and bear interest,
payable on January 1 and July 1 of each year, commencing July 1, 2003, at the rates shown on the inside cover of this Official
Statement. Interest on the 2003 Bonds is payable by check or draft mailed to the registered owners thereof by BNY Western
Trust Company, as Trustee for each Series of the 2003 Bonds. Principal of the 2003 Bonds is payable at the office of the Trustee
in Seattle, Washington. Notwithstanding the foregoing, upon the written request of a registered owner of at least $1,000,000 in
aggregate principal amount of a Series of 2003 Bonds outstanding delivered to the Trustee at least ten days prior to any date on
which interest or both principal and interest are payable on such Bonds, the principal of and premium, if any, and interest on such
Bonds will be paid by wire transfer of immediately available funds on such date to an account specified by such registered owner
in its request.

BOOK-ENTRY ONLY SYSTEM; TRANSFERABILITY AND REGISTRATION

The 2003 Bonds will be available to the ultimate purchasers in book-entry form only, in denominations of $5,000 and
integral multiples thereof. Purchasers of the 2003 Bonds will not receive certificates representing their interests in such Bonds
purchased, except as described in Appendix H hereto, “BOOK-ENTRY ONLY SYSTEM.” The Depository Trust Company
(“DTC”), New York, New York will act as securities depository (“Securities Depository”) for each Series of 2003 Bonds.

As discussed in Appendix H hereto, transfers of ownership interests in the 2003 Bonds will be accomplished by book
entries made by DTC and, in turn, by DTC Participants acting on behalf of Beneficial Owners of the 2003 Bonds. The 2003-A
Supplemental Resolutions and 2003-B Supplemental Resolutions provide that Energy Northwest shall not be required to issue,
transfer or exchange the related Series 2003-A Bonds or Series 2003-B Bonds for a period of ten days next preceding any interest
payment date therefor, to issue, transfer or exchange any Series 2003-A Bond or Series 2003-B Bond for a period of ten days
next preceding any selection of the applicable Series of Bonds to be redeemed or for a period of ten days thereafter or to transfer
or exchange any such Series of Bonds which have been designated for redemption within a period of 60 days next preceding the
date fixed for redemption.

Energy Northwest, the Trustee, the Paying Agent and any other person may treat the registered owner of any 2003
Bond as the absolute owner of such Bond for the purpose of making payment thereof and for all other purposes and Energy



Northwest, the Trustee and the Paying Agent shall not be bound by any notice or knowledge to the contrary, whether such 2003
Bond shall be overdue or not. All payments of or on account of interest or principal to any registered owner of any such 2003
Bond shall be valid and effectual and shall be a discharge of Energy Northwest, the Trustee and Paying Agent in respect of the
liability upon such 2003 Bond, to the extent of the sum or sums paid.

REDEMPTION

Optional Redemption

The Series 2003-A Bonds will be subject to redemption prior to maturity at the option of Energy Northwest on and
after July 1, , in whole or in part at any time, in such order of maturity as is selected by Energy Northwest and by lot within
a maturity, at the respective redemption prices (expressed as percentages of the principal amount) set forth below, together with
accrued interest to the redemption date.

Period During Which Redeemed (Both Dates Redemption Prices
Inclusive)
July 1, to June 30, %

July 1, and thereafter
The Series 2003-B Bonds are not subject to redemption prior to maturity.
Notice of Redemption

Each Supplemental Resolution requires that notice of redemption of any Series of the 2003 Bonds is to be given by
first-class mail or in such other manner as is required by the Supplemental Resolution not less than 30 days nor more than 60
days before the redemption date to the registered owners of the 2003 Bonds which are to be redeemed. Such notice shall be
deemed conclusively to be received by the registered owners of the 2003 Bonds which are to be redeemed, whether or not such
notice is actually received. Mailing of such notice of redemption shall not be a condition precedent to such redemption and
failure to mail any such notice or any defect therein shall not affect the validity of the redemption proceedings for the 2003 Bonds
being redeemed. Each Supplemental Resolution further provides that, notice of redemption having been given as described
above, the 2003 Bonds called for redemption shall become due and payable on the redemption date specified in such notice and
that interest thereon shall cease to accrue from and after the redemption date, if moneys sufficient for the redemption of the 2003
Bonds to be redeemed, together with interest thereon to the redemption date, are held by the Paying Agent for such 2003 Bonds
on the redemption date.

PLAN OF REFUNDING
GENERAL

The Project 1 2003-A Bonds are being issued for the purposes of providing funds to refund $257,595,000" aggregate
principal amount of outstanding Project 1 Prior Lien Bonds (the “Project 1 Prior Lien Refunded Bonds™), $11,670,000" aggregate
principal amount of outstanding Project 1 Electric Revenue Bonds (the “Project 1 Electric Revenue Refunded Bonds”) and all of
the $26,070,000" principal amount of the Project 1 Promissory Note (together with the Project 1 Prior Lien Refunded Bonds and
the Project 1 Electric Revenue Refunded Bonds, the “Project 1 Refunded Obligations™). The Project 1 Refunded Obligations
were issued pursuant to the Project 1 Prior Lien Resolution and the Project 1 Electric Revenue Bond Resolution for the purpose
of refinancing the costs of planning, construction and acquisition of Project 1. The Columbia 2003-A Bonds are being issued for
the purposes of providing funds to refund $168,045,000" aggregate principal amount of outstanding Columbia Prior Lien Bonds
(the “Columbia Prior Lien Refunded Bonds”), $5,800,000" aggregate principal amount of outstanding Columbia Electric
Revenue Bonds (the “Columbia Electric Revenue Refunded Bonds™) and all of the $72,585,000" principal amount of the
Columbia Promissory Note (together with the Columbia Prior Lien Refunded Bonds and the Columbia Electric Revenue
Refunded Bonds, the “Columbia Refunded Obligations”). The Columbia Refunded Obligations were issued pursuant to the
Columbia Prior Lien Resolution and the Columbia Electric Revenue Bond Resolution for the purpose of refinancing the costs of
planning, construction and acquisition of Columbia. The Project 3 2003-A Bonds are being issued for the purposes of providing
funds to refund $ 249,340,000" aggregate principal amount of outstanding Project 3 Prior Lien Bonds (the “Project 3 Prior Lien
Refunded Bonds”), $16,480,000" aggregate principal amount of outstanding Project 3 Electric Revenue Bonds (the “Project 3
Electric Revenue Refunded Bonds”) and all of the $48,571,732.47" principal amount of the Project 3 Promissory Note (together
with the Project 3 Prior Lien Refunded Bonds and the Project 3 Electric Revenue Refunded Bonds, the “Project 3 Refunded
Obligations” and, together with the Project 1 Refunded Obligations and the Columbia Refunded Obligations, collectively the
“Refunded Obligations”). The Project 3 Refunded Obligations were issued pursuant to the Project 3 Prior Lien Resolution and
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the Project 3 Electric Revenue Bond Resolution for the purpose of refinancing the costs of planning, construction and acquisition
of Project 3. The Project 1 Prior Lien Refunded Bonds, the Columbia Prior Lien Refunded Bonds and the Project 3 Prior Lien
Refunded Bonds are herein referred to collectively as the “Prior Lien Refunded Bonds.” The Project 1 Electric Revenue
Refunded Bonds, the Columbia Electric Revenue Refunded Bonds and the Project 3 Electric Revenue Refunded Bonds are herein
referred to collectively as the “Electric Revenue Refunded Bonds.”

The Project 1 2003-B Bonds are being issued for the purposes of providing funds to pay certain costs relating to the
refunding of certain of the Project 1 Refunded Obligations, as well as costs relating to the issuance of the Project 1 2003-A Bonds
and Project 1 2003-B Bonds. The Columbia 2003-B Bonds are being issued for the purposes of providing funds to pay certain
costs relating to the refunding of certain of the Columbia 2003-A Refunded Obligations, as well as costs relating to the issuance
of the Columbia 2003-A Bonds and Columbia 2003-B Bonds. The Project 3 2003-B Bonds are being issued for the purposes of
providing funds to pay certain costs relating to the refunding of certain of the Project 3 2003-A Refunded Obligations, as well as
costs relating to the issuance of the Project 3 2003-A Bonds and Project 3 2003-B Bonds.

A major portion of the proceeds of the Series 2003-A Bonds and other available amounts will be used to purchase
investment securities permitted by the Prior Lien Resolutions and the Electric Revenue Bond Resolutions, respectively (the
“Investment Securities”), maturing in such amounts and at such times as shall be sufficient, together with the interest to accrue
thereon, to pay the principal or redemption price, as applicable, of all of the Refunded Obligations on the dates and in the
amounts set forth in the following table entitled “Refunded Obligations” and to pay interest on all Refunded Obligations to the
date of their retirement. Concurrently with such purchase of Investment Securities, Energy Northwest shall deposit such
Investment Securities in separate trust funds established with the Bond Fund Trustee for each of the Series of Refunded
Obligations pursuant to the 2003-A Supplemental Resolutions adopted by the Executive Board and escrow agreements between
Energy Northwest and the Bond Fund Trustee for each of the Series of Refunded Obligations. At the time of such deposit,
Energy Northwest shall direct the Bond Fund Trustee for each of the Series of Refunded Obligations to make an irrevocable
provision for the giving of notice of redemption of such Refunded Obligations to be redeemed, if any.

Simultaneously with the delivery of the Series 2003-A Bonds and the Series 2003-B Bonds, Energy Northwest expects
to deliver its Series 2003-C, D and E Bonds. The Series 2003-C, D and E Bonds will be issued on a parity with the Series 2003-
A Bonds and the Series 2003-B Bonds under the respective Electric Revenue Bond Resolutions. Energy Northwest will issue the
Series 2003-C, D and E Bonds as variable rate demand bonds, including auction reset securities, pursuant to the related Electric
Revenue Bond Resolutions. The proceeds thereof will be applied to the refunding of a portion of Energy Northwest’s
outstanding Prior Lien Bonds and Refunding Electric Revenue Bonds, as more fully described in a separate official statement to
be issued by Energy Northwest relating to the Series 2003-C, D and E Bonds.

REFUNDING PLAN

In the spring of 2000, Bonneville presented its Debt Optimization Proposal (“Bonneville Proposal”) to Energy
Northwest. The Bonneville Proposal involves the extension of the final maturity of outstanding Columbia Refunding Revenue
Bonds from 2012 to 2018 through a series of refunding bond issues. Bonneville manages its overall debt portfolio to meet the
objectives of: 1) minimizing the cost of debt to Bonneville’s rate payers; 2) maximizing Bonneville’s access to its lowest cost
capital sources to meet future capital needs at the lowest cost to rate payers; and 3) maintaining sufficient financial flexibility to
handle Bonneville’s financial requirements. Implementing the Bonneville Proposal is intended to provide Bonneville with cash
flow flexibility in funding planned capital expenditures, allow Bonneville to advance the amortization of Bonneville’s high
interest Federal debt and reduce Bonneville’s overall fixed costs.

Energy Northwest, in response to the Bonneville Proposal, developed its 2000 Refunding Plan. The 2000 Refunding
Plan also reaffirmed the historical debt service savings goals for any future refinancing of Projects 1, 3 and Columbia Net Billed
Bonds. The Executive Board of Energy Northwest formally adopted the 2000 Refunding Plan in October 2000.

In September 2001, Energy Northwest’s Executive Board adopted an updated Refunding Plan. Such Refunding Plan
included a revision which incorporated the increase in the average life of Projects 1 and 3 Net Billed Bonds as a refinancing
program objective for any future refinancing of such bonds. An additional objective of the refinancing program is to advance
refund outstanding, noncallable Net Billed Bonds.

Information relating to the Refunded Bonds to be paid or redeemed with the proceeds of the Series 2003-A Bonds and
other funds is set forth below.



REFUNDED OBLIGATIONS"

Prior Lien Refunded Bonds:

Interest
Maturity Rate/ Payment/ Redemption
Project Series Amount (July 1) Yield Redemption Date Price
1 1990C $170,000 2003 7.75% At Maturity —
1 1992A 605,000 2003 5.80 At Maturity —
1 1993B 5,555,000 2003 5.25 At Maturity —
1 1993C 1,560,000 2003 4.80 At Maturity —
1 1996A 2,050,000 2003 5.10 At Maturity —
1 1996B 9,090,000 2003 5.75 At Maturity —
1 1996C 14,585,000 2003 5.00 At Maturity —
1 1997B 890,000 2003 5.00 At Maturity —
1 1998A 255,000 2003 5.00 At Maturity —
1 1993B 315,000 2011 5.60 7/1/03 102%
1 1993B 595,000 2012 5.60 7/1/03 102
1 1993B 630,000 2013 5.60 7/1/03 102
1 1993A 40,265,000 2014 5.70 7/1/03 102
1 1993B 24,260,000 2014 5.60 7/1/03 102
1 1993A 42,685,000 2015 5.70 7/1/03 102
1 1993B 68,835,000 2015 5.60 7/1/03 102
1 1993A 45,250,000 2016 5.70 7/1/03 102
Columbia 1993A 3,395,000 2003 5.25 At Maturity —
Columbia 1994A 8,270,000 2003 4.70 At Maturity —
Columbia 1996A 825,000 2003 5.75 At Maturity —
Columbia 1997B 42,270,000 2003 5.50 At Maturity —
Columbia 1998A 42,020,000 2003 5.00 At Maturity —
Columbia 1993B 12,000,000 2008 5.55 7/1/03 102
Columbia 1993A 4,655,000 2009 6.00 7/1/03 102
Columbia 1993B 19,000,000 2009 5.55 7/1/03 102
Columbia 1993A 4,920,000 2010 6.00 7/1/03 102
Columbia 1993B 20,000,000 2010 5.55 7/1/03 102
Columbia 1993A 5,200,000 2011 5.75 7/1/03 102
Columbia 1993A 5,490,000 2012 5.75 7/1/03 102
3 1989A 4,125,000 2003 7.20 At Maturity —
3 1990B 12,000,000 2003 7.40" At Maturity —
3 1993B 8,600,000 2003 5.25 At Maturity —
3 1993C 6,910,000 2003 4.80 At Maturity —
3 1996A 305,000 2003 5.10 At Maturity —
3 1997A 500,000 2003 5.00 At Maturity —
3 1998A 35,625,000 2003 5.00 At Maturity —
3 1993C 58,600,000 2012 5.40 7/1/03 102
3 1993B 15,430,000 2013 5.60 7/1/03 102
3 1993C 50,780,000 2013 5.375 7/1/03 102
3 1993B 16,345,000 2014 5.60 7/1/03 102
3 1993B 17,320,000 2015 5.60 7/1/03 102
3 1993B 18,350,000 2016 5.60 7/1/03 102
3 1993C 4,450,000 2017 5.50 7/1/03 102

(Continued on next page)

* Preliminary, subject to change.

¥ Compound Interest Bonds.



Electric Revenue Refunded Bonds:

Maturity Interest Payment/ Redemption

Project Series Amount (July 1) Rate Redemption Date Price

1 1993-1A-1 $2,260,000 2017 Variable 7/1/03 100%
1 1993-1A-2 2,260,000 2017 Variable 7/1/03 100
1 1993-1A-3 745,000 2017 Variable 7/1/03 100
1 2001A 6,405,000 2003 5.50 At Maturity —
Columbia 1997-2A-1 2,900,000 2012 Variable 7/1/03 100
Columbia 1997-2A-2 2,900,000 2012 Variable 7/1/03 100
3 1993-3A-3 640,000 2018 Variable 7/1/03 100
3 1998-3A 5,350,000 2018 Variable 7/1/03 100
3 2001A 15,610,000 2003 5.00 At Maturity —
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ESTIMATED SOURCES AND USES OF FUNDS

Sources of Funds

Principal of Project 1 2003-A BONdS.......c.couirieieiiieieiesieeeeeeee et $
Principal of Columbia 2003-A BONAS ....c..ooueieiiriiiiieiiiesieeeecee e e

Principal of Project 3 2003-A Bonds....
Principal of Project 1 2003-B BONAS........c.eouiiieiiiiiiiiesieeee e
Principal of Columbia 2003-B BONAS .......cccccoeiiiririniiiiieieiiencncceeecee e
Principal of Project 3 2003-B BONAS.......c.coeoiiiiiiinininiicicieecncseeetete e
Original ISSUE PIEMIUIMS .......ccuiiuieiieiieiieitieeieie ettt sttt et see et st enaesbeensesseeneens
Moneys Available under Prior Lien Bond Resolutions ............cccoccverininenieiiirninineneneene

EqQUity CONtIIDULION ....c.etiitiiiiiteeete ettt ettt ettt es et eebeneennenene
TOLAL ..ottt $
Uses of Funds
Deposits with the escrow trustee for the Project 1 2003-A Refunded Bonds..........ccccoenvenenee $

Deposits with the escrow trustee for the Columbia 2003-A Refunded Bonds.......................
Deposits with the escrow trustee for the Project 3 2003-A Refunded Bonds........................
NOtES REPAYMENL......eiiiiiiiiiiiiiiiiiieeceee et

Costs of Issuance including Underwriters’ Discount

SECURITY FOR THE NET BILLED BONDS
SOURCES OF PAYMENT AND SECURITY

The Project 1 2003 Bonds are special revenue obligations of Energy Northwest issued under and pursuant to the Project
1 Electric Revenue Bond Resolution and are secured on a subordinated basis to the Project 1 Prior Lien Bonds by a pledge of all
receipts, income and revenues derived by Energy Northwest from the ownership of Project 1. Under the Project 1 Electric
Revenue Bond Resolution, the Project 1 2003 Bonds will be secured on a parity with any bonds or notes heretofore or hereafter
issued by Energy Northwest or other obligations of Energy Northwest that are secured pursuant thereto or pursuant to any Project
1 Separate Subordinated Resolution (hereinafter defined).

The Columbia 2003 Bonds are special revenue obligations of Energy Northwest issued under and pursuant to the
Columbia Electric Revenue Bond Resolution and are secured on a subordinated basis to the Columbia Prior Lien Bonds by a
pledge of all receipts, income and revenues derived by Energy Northwest from the ownership and operation of Columbia. Under
the Columbia Electric Revenue Bond Resolution, the Columbia 2003 Bonds will be secured on a parity with any bonds or notes
heretofore or hereafter issued by Energy Northwest or other obligations of Energy Northwest that are secured pursuant thereto or
pursuant to any Columbia Separate Subordinated Resolution (hereinafter defined).

The Project 3 2003 Bonds are special revenue obligations of Energy Northwest issued under and pursuant to the Project
3 Electric Revenue Bond Resolution and are secured on a subordinated basis to the Project 3 Prior Lien Bonds by a pledge of all
receipts, income and revenues derived by Energy Northwest from the ownership of Project 3. Under the Project 3 Electric
Revenue Bond Resolution, the Project 3 2003 Bonds will be secured on a parity with any bonds or notes heretofore or hereafter
issued by Energy Northwest or other obligations of Energy Northwest that are secured pursuant thereto or pursuant to any Project
3 separate subordinated Resolution (hereinafter defined).

In March 2001, each Electric Revenue Bond Resolution was amended to add a covenant between Energy Northwest
and the owners from time to time of its Electric Revenue Bonds issued thereunder, to the effect that Energy Northwest will not
issue any more Prior Lien Bonds or any other bonds, warrants or other obligations which will rank on a parity with the pledge of
and lien on the revenues created by the related Prior Lien Resolution.

In the Electric Revenue Bond Resolutions, Energy Northwest has reserved the right to issue from time to time, upon
satisfaction of certain conditions set forth therein, additional bonds or notes or incur additional obligations under each such
Electric Revenue Bond Resolution and under Separate Subordinate Resolutions of the Executive Board creating a pledge of and
lien on the receipts, income and revenues derived from the related Project of equal rank with the pledge and lien created by the
related Electric Revenue Bond Resolution in favor of the Electric Revenue Bonds issued thereunder.

Amounts paid to Energy Northwest pursuant to the Project 1 Net Billing Agreements entered into among Energy
Northwest, Bonneville and the Project 1 Participants (which amounts are ultimately derived from net billing credits provided by
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Bonneville and from cash payments from the Bonneville Fund) are a source of payment for the Project 1 2003 Bonds, subject to
the payments required in connection with the Project 1 Prior Lien Bonds as described in the following sentence. So long as any
of the Project 1 Prior Lien Bonds remain outstanding, after making the monthly payments and deposits required by the Project 1
Prior Lien Resolution, Energy Northwest is obligated to pay to the Trustee for the Project 1 Electric Revenue Bonds into the
related Debt Service Fund, out of amounts paid to Energy Northwest pursuant to the Project 1 Net Billing Agreements, amounts
sufficient to pay the principal of and premium, if any, and interest on the Project 1 Electric Revenue Bonds, including the Project
1 2003 Bonds.

Amounts paid to Energy Northwest pursuant to the Columbia Net Billing Agreements entered into among Energy
Northwest, Bonneville and the Columbia Participants (which amounts are ultimately derived from net billing credits provided by
Bonneville and from cash payments from the Bonneville Fund) are a source of payment for the Columbia 2003 Bonds, subject to
the payments required in connection with the Columbia Prior Lien Bonds as described in the following sentence. So long as any
of the Columbia Prior Lien Bonds remain outstanding, after making the monthly payments and deposits required by the
Columbia Prior Lien Resolution, Energy Northwest is obligated to pay to the Trustee for the Columbia Electric Revenue Bonds
into the related Debt Service Fund, out of amounts paid to Energy Northwest pursuant to the Columbia Net Billing Agreements,
amounts sufficient to pay the principal of and premium, if any, and interest on the Columbia Electric Revenue Bonds, including
the Columbia 2003 Bonds.

Amounts paid to Energy Northwest pursuant to the Project 3 Net Billing Agreements entered into among Energy
Northwest, Bonneville and the Project 3 Participants (which amounts are ultimately derived from net billing credits provided by
Bonneville and from cash payments from the Bonneville Fund) are a source of payment for the Project 3 2003 Bonds, subject to
the payments required in connection with the Project 3 Prior Lien Bonds as described in the following sentence. So long as any
of the Project 3 Prior Lien Bonds remain outstanding, after making the monthly payments and deposits required by the Project 3
Prior Lien Resolution, Energy Northwest is obligated to pay to the Trustee for the Project 3 Electric Revenue Bonds into the
related Debt Service Fund, out of amounts paid to Energy Northwest pursuant to the Project 3 Net Billing Agreements, amounts
sufficient to pay the principal of and premium, if any, and interest on the Project 3 Electric Revenue Bonds, including the Project
32003 Bonds.

The Project 1 2003 Bonds, the Columbia 2003 Bonds and the Project 3 2003 Bonds are separately secured and are not
general obligations of Energy Northwest. The owners of the Project 1 2003 Bonds will have no claim on the assets, revenues or
funds of any other Project of Energy Northwest, including those securing the Columbia 2003 Bonds and the Project 3 2003
Bonds. The owners of the Columbia 2003 Bonds will have no claim on the assets, revenues or funds of any other Project of
Energy Northwest, including those securing the Project 1 2003 Bond and the Project 3 2003 Bonds. The owners of the Project 3
2003 Bonds will have no claim on the assets, revenues or funds of any other Project of Energy Northwest, including those
securing the Project 1 2003 Bonds and the Columbia 2003 Bonds.

The 2003 Bonds do not constitute an obligation of the State of Washington or of any political subdivision thereof, other
than Energy Northwest. Energy Northwest has no taxing power.

Bonneville may make only such expenditures from the Bonneville Fund as shall have been included in budgets
submitted annually to Congress. Bonneville includes in its annual budget submittal to Congress an amount sufficient to cover its
obligations under the Net Billing Agreements, including the payment of debt service on the Net Billed Bonds. Bonneville may
make such expenditures without further appropriation and without fiscal year limitation, but subject to such specific directives or
limitations on use of the Bonneville Fund as may be included by Congress in appropriation acts. The Bonneville Fund is a
continuing appropriation available exclusively to Bonneville for the purpose of making cash payments to cover Bonneville’s
expenses. All receipts, collections and recoveries of Bonneville in cash from all sources are deposited in the Bonneville Fund.
For a more complete discussion of the Bonneville Fund, see “BONNEVILLE FINANCIAL OPERATIONS — The Bonneville
Fund” in this Official Statement.

Under each Prior Lien Resolution, the happening of one or more of the following events constitutes an Event of
Default: (i) default in the performance of any obligation with respect to payments into the respective Revenue Fund; (ii) default
in the payment of the principal of and premium, if any, or default for 30 days in the payment of interest on any of the respective
Prior Lien Bonds or any sinking fund installment on any Project 1, Columbia or Project 3 Prior Lien Bonds; (iii) default for 90
days in the observance and performance of any other of the covenants, conditions and agreements of Energy Northwest in the
respective Prior Lien Resolution; (iv) the sale or conveyance of any properties of the respective Net Billed Project except as
permitted by the respective Prior Lien Resolution or the voluntary forfeiture of any license, franchise, permit or other privilege
necessary or desirable in the operation of such Project; and (v) certain acts related to the insolvency or bankruptcy of Energy
Northwest. Both the applicable Prior Lien Bond Fund Trustee and the holders of not less than 20% in aggregate principal amount
of the respective Prior Lien Bonds then outstanding under the respective Prior Lien Resolution have the right to accelerate the
maturity of such Prior Lien Bonds after an Event of Default occurs under such Resolution. See Appendix G-2, “SUMMARY OF
CERTAIN PROVISIONS OF RESOLUTIONS NOS. 769, 640 AND 775 — Events of Default; Remedies.”

Under each Prior Lien Resolution, the covenants referred to in clause (iii) of the preceding paragraph include the
following, among others: (a) completing construction of the respective Net Billed Project at the earliest practicable time,
operating such Project and the business in connection therewith in an efficient manner and at reasonable cost, maintaining such

12



Project in good condition and making all necessary and proper repairs, renewals and replacements and (b) maintaining and
collecting rates and charges for capability, power and energy and other services, facilities and commodities sold, furnished or
supplied through such Project which will be adequate, whether or not the generation or transmission of power by such Project is
suspended, interrupted or reduced for any reason whatsoever, to provide revenues sufficient, among other things, to pay the
expenses of operating and maintaining such Project and the debt service on the related Prior Lien Bonds. See Appendix G-2,
“SUMMARY OF CERTAIN PROVISIONS OF RESOLUTIONS NOS. 769, 640 AND 775 — Certain Covenants.”

Payments and the provision of credits by Bonneville and payments by Participants under the Net Billing Agreements
relating to Project 1, the Columbia Generating Station or Project 3, respectively, that are required to be made to Energy
Northwest to pay the principal of and interest on the outstanding Net Billed Bonds issued for the related Net Billed Project are
required to be made notwithstanding the occurrence of an Event of Default. In the case of each Net Billed Project, if an Event of
Default occurs under the related Prior Lien Resolution, whether or not such Event of Default gives rise to an acceleration of the
maturity of the Prior Lien Bonds outstanding under such Resolution, Energy Northwest is required under such Resolution to pay
all revenues of such Project thereafter received by it upon demand to the applicable Prior Lien Bond Fund Trustee until all such
Prior Lien Bonds have been paid in full or such Event of Default has been cured, whichever occurs first. In such event, moneys
intended to be applied to the payment of related Electric Revenue Bonds would be paid instead to the applicable Prior Lien Bond
Fund Trustee and such Electric Revenue Bonds would not be paid until such Prior Lien Bonds have been paid in full or such
Event of Default has been cured, whichever occurs first.

If the maturity of Prior Lien Bonds issued for a Net Billed Project were accelerated by the applicable Prior Lien Bond
Fund Trustee or the holders of the requisite principal amount of such Prior Lien Bonds after an Event of Default under the
respective Prior Lien Resolution, no assurance can be given that the principal amount of the accelerated Prior Lien Bonds would
be payable currently as a cost under the terms of the Net Billing Agreements related to such Net Billed Project. See “Net Billing
Agreements — Payment Procedures — Terminated Projects.”

If Bonneville and the Participants were obligated only to provide funds to meet the scheduled amounts due on the
respective Prior Lien Bonds and not the amounts due upon acceleration, moneys intended to be applied to the payment of the
respective Electric Revenue Bonds would be applied by the applicable Prior Lien Bond Fund Trustee to payment of such Prior
Lien Bonds and the Electric Revenue Bonds would not be paid until such Prior Lien Bonds ceased to be outstanding or the Event
of Default giving rise to such acceleration were cured.

See Appendix G-2 herein, “SUMMARY OF CERTAIN PROVISIONS OF RESOLUTIONS NOS. 769, 640 AND
775 for further information.

NET BILLING AGREEMENTS

General

Energy Northwest sold the entire capability of Project 1 to 104 publicly-owned utilities and rural electric cooperatives
(the “Project 1 Participants”) under net billing agreements (as amended, the “Project 1 Net Billing Agreements”). Energy
Northwest sold the entire capability of the Columbia Generating Station to 94 publicly-owned utilities and rural electric
cooperatives (the “Columbia Participants”) under net billing agreements (the “Columbia Net Billing Agreements”). Energy
Northwest sold the entire capability of Project 3 to 103 publicly-owned utilities and rural electric cooperatives (the “Project 3
Participants,” and collectively with the Project 1 Participants and the Columbia Participants, the “Participants”) under net billing
agreements (the “Project 3 Net Billing Agreements” which, together with the Project 1 Net Billing Agreements and the Columbia
Net Billing Agreements, are collectively referred to as the “Net Billing Agreements”). Each of the Participants is a customer of
Bonneville. Many of the Participants are Participants in more than one Net Billed Project. See Appendix E hereto for a list of
Participants and their respective shares of the Project Fiscal Year 2003 Budgets.

Each Project 1, Columbia and Project 3 Participant assigned its share of Project capability to Bonneville under a Project
1 Net Billing Agreement, Columbia Net Billing Agreement and Project 3 Net Billing Agreement, respectively.

The authority of all of the Participants to enter into the Net Billing Agreements was affirmed by the United States Court
of Appeals for the Ninth Circuit in City of Springfield v. Washington Public Power Supply System, et al. The United States
Supreme Court denied a petition for a writ of certiorari. For further information, see “— Assignment Agreements” in this
Official Statement.

For a summary of certain provisions of the Net Billing Agreements, see Appendix F hereto, “SUMMARY OF
CERTAIN PROVISIONS OF RELATED CONTRACTS.”

Payment Obligations

Under the Net Billing Agreements, in payment for the share of the capability of each Net Billed Project purchased by
each Participant, such Participant is obligated to pay Energy Northwest an amount equal to its share of Energy Northwest’s costs
for such Net Billed Project, less amounts payable from sources other than the related Net Billing Agreements, all as shown on the
Participant’s Billing Statement or accounting statement. Bonneville is obligated to pay this amount to such Participant by
providing net billing credits against the amounts such Participant owes Bonneville under the Participant’s power sales and other
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contracts with Bonneville and by making the cash payments described below (subject to the limitations described herein under
“BONNEVILLE FINANCIAL OPERATIONS — The Bonneville Fund”). Each Participant is obligated to pay Energy
Northwest an amount equal to the amount of such credits and cash payments as payment on account of its obligations to pay for
its share of the Net Billed Project capability.

Cash payments and the provision of credits by Bonneville and payments by Participants under the Net Billing
Agreements are required whether or not the related Net Billed Project is completed, operable or operating and notwithstanding
the suspension, interruption, interference, reduction or curtailment of the Net Billed Project output or termination of the related
Net Billed Project and such payments or credits are not subject to any reduction, whether by offset or otherwise, and are not
conditioned upon the performance or nonperformance by Energy Northwest, Bonneville or any Participant under the Net Billing
Agreements or any other agreement or instrument.

In 1979 and 1980, Bonneville and Energy Northwest entered into agreements with 93 of the 104 Participants
(representing 75.575% of the capability of Project 1, 79.563% of the capability of Columbia and 76.499% of the capability of
Project 3) relating to payments to Energy Northwest under the Net Billing Agreements, which provide that Bonneville, prior to
making a reassignment of a Participant’s share, may (but is not required to) pay directly to Energy Northwest, for the account of
the Participant, the amount by which the Participant’s obligation to Energy Northwest exceeds the billing credits allowed or
estimated to be allowed to the Participant during the contract year. See “BONNEVILLE FINANCIAL OPERATIONS — Order
in Which Bonneville’s Costs Are Met” for more information. Because of these payments, no reassignments of Participants’
shares or deficiency payments by Bonneville to Participants have been necessary. These payments have also assisted in
managing the cash flow requirements of Energy Northwest.

By letter dated August 1, 1989 (the “1989 Letter Agreement”), Bonneville agreed with Energy Northwest that, in the
event any Participant shall be unable for any reason, or shall fail or refuse, to pay to Energy Northwest any amount due from such
Participant under its Net Billing Agreement for which a net billing credit or cash payment to such Participant has been provided
by Bonneville, Bonneville will be obligated to pay the unpaid amount in cash directly to Energy Northwest, unless payment of
such unpaid amount is made in a timely manner pursuant to the Net Billing Agreements. All payments required to be made
under the 1989 Letter Agreement are to be made from the Bonneville Fund or other funds legally available therefor.

Bonneville’s obligations under the Net Billing Agreements are not general obligations of the United States of America
and are not secured by the full faith and credit of the United States of America.

Payment Procedures — Columbia Generating Station

The Columbia Net Billing Agreements provide for the adoption by Energy Northwest of an Annual Budget therefor,
which, as amended from time to time, shall make provision for all Project costs, including but not limited to, the amounts which
Energy Northwest is required to pay in each contract year (July 1 to June 30) into the various funds provided for in the Columbia
Net Billed Resolutions for debt service and all other purposes. The Annual Budget also includes the source of funds proposed to
be used. The Annual Budget is submitted to Bonneville and to the Participants’ Review Board established under the Columbia
Net Billing Agreements and becomes effective 30 days after submitted unless it is disapproved by Bonneville or unless a
recommendation or modification proposed by the Participants’ Review Board is not accepted by Energy Northwest. In the event
of a dispute, the matter is referred to a Project Consultant as described in Appendix F hereto, “SUMMARY OF CERTAIN
PROVISIONS OF RELATED CONTRACTS — The Project Agreements.” Energy Northwest prepares a Billing Statement for
that contract year for each Columbia Participant. The Billing Statement shows such Participant’s share of the Annual Budget for
Columbia less amounts payable from sources other than the Columbia Net Billing Agreements. The Annual Budget and Billing
Statements may be amended during a contract year, if necessary. As described below, each Participant makes monthly payments
to Energy Northwest in satisfaction of the amounts due under its Billing Statement.

In the month preceding the beginning of each contract year and in each month thereafter, Bonneville renders a bill to
each Participant for power and other services under the Participant’s power sales and other contracts with Bonneville. In the first
month of the contract year, that bill shows an offsetting credit equal to the full amount of such bill to the extent of the
Participant’s share of the costs of Columbia. Within 30 days of receiving the monthly bill from Bonneville reflecting such credit,
the Participant must pay Energy Northwest an amount equal to the credit for Columbia received from Bonneville. In each month
thereafter during the contract year, such crediting by Bonneville and such payments to Energy Northwest by such Participant,
continue until the credits received by such Participant equal the total amount shown on such Participant’s Billing Statement. The
effect of this payment procedure is that amounts due Bonneville from the Participants (up to the Participants’ obligations to
Energy Northwest as shown on their Billing Statements), are required to be paid by the Participants to Energy Northwest rather
than to Bonneville.

If Bonneville determines that a Participant’s payment obligations to Bonneville under its power sales and other
contracts will not equal or exceed the Participant’s payment obligations during a contract year under its Columbia Net Billing
Agreement and, in the opinion of Bonneville and the Participant, such deficiency is expected to continue for a significant period,
Bonneville is required under the Columbia Net Billing Agreement to use its best efforts to assign such Participant’s share of
capability in Columbia (and the associated benefits and obligations) to other Participants in Columbia or to other Bonneville

14



customers to the extent necessary to eliminate such Participant’s net billing deficiency. The Columbia capability so assigned
would then be included by Bonneville under net billing arrangements with such other Participant or customer.

If Bonneville were unable to arrange for such assignments, the Participant would be required to make such assignment
to other Participants pro rata. The other Participants would be obligated to accept such assignments to the extent required to
eliminate such deficiency. Such mandatory assignments to any Participant may not exceed 25% of that Participant’s original
share of Columbia capability without the consent of that Participant. In addition, no such mandatory assignment may be made if
it would cause the estimate of that Participant’s obligation to Energy Northwest to exceed the estimate of the credits available to
it from Bonneville, as estimated by Bonneville.

The Columbia Net Billing Agreements provide that if reassignments cannot be made in amounts sufficient to bring into
balance the respective dollar obligations of Bonneville and a Participant and an accumulated balance in favor of such Participant
from a previous contract year is expected by Bonneville to be carried for an additional contract year, Bonneville is obligated to
pay the balance. Any subsequent monthly net balances that exceed the amount of Bonneville’s bill for that month will be paid to
such Participant by Bonneville as cash deficiency payments, subject to the limitations described herein under “BONNEVILLE
FINANCIAL OPERATIONS — The Bonneville Fund.” The Participants are obligated to pay to Energy Northwest the amounts
received from Bonneville within 30 days.

Payment Procedures — Terminated Projects

Upon the termination of a Net Billed Project, the related Net Billing Agreement terminates except that those provisions
are continued which provide for the billing and payment of the costs of such Net Billed Project, including all amounts which
Energy Northwest is required under the related Net Billed Resolution to pay each year into the various funds for debt service and
all other purposes and the crediting of the proceeds of the disposition of the assets of such terminated Net Billed Project in
reduction of such costs.

In the event of a termination of the Columbia Generating Station, Energy Northwest is required under the Columbia
Net Billing Agreements to provide monthly accounting statements to Bonneville and to each Columbia Participant of all costs
associated with such termination. The monthly accounting statements are required to credit against such costs all amounts
received by Energy Northwest from the disposition of the assets of the Columbia Generating Station. The Columbia Net Billing
Agreements provide that such monthly accounting statements shall continue until all Columbia Net Billed Bonds are paid or
funds are set aside for the payment or retirement thereof or the final disposition of Columbia, whichever is later. If the monthly
accounting statements show that such costs exceed such credits, each Columbia Participant is required to pay its portion of such
excess costs to Energy Northwest. The payments are required to be made at times and in amounts sufficient to discharge on a
current basis such Participant’s share of the amount which Energy Northwest is required to pay into the various funds provided in
the Columbia Prior Lien Resolution for debt service and all other purposes.

Since Projects 1 and 3 have been terminated, Energy Northwest is required under each of the Projects 1 and 3 Net
Billing Agreements to provide monthly accounting statements to Bonneville and to each Project 1 Participant or Project 3
Participant of all costs associated with such termination. The monthly accounting statements are required to credit against such
costs all amounts received by Energy Northwest from the disposition of assets of Project 1 and from the disposition of Project 3
assets. The Project 1 Net Billing Agreements provide that such monthly accounting statements shall continue until all Project 1
Net Billed Bonds have been paid or funds are set aside for their payment or the final disposition of Project 1, whichever is later.
The Project 3 Net Billing Agreements provide that such monthly accounting statements shall continue until all Project 3 Net
Billed Bonds have been paid or funds are set aside for their payment or the final disposition of Project 3, whichever is later. If
the monthly accounting statements show that such costs exceed such credits, each Project 1 Participant or Project 3 Participant, as
the case may be, is required to pay its portion of such excess costs to Energy Northwest. The payments are to be made at times
and in amounts sufficient to discharge on a current basis the Project 1 Participant’s share or Project 3 Participant’s share, as the
case may be, of the amount which Energy Northwest is required to pay into the various funds provided in the related Net Billed
Resolutions for debt service and all other purposes.

The costs for each Net Billed Project after termination include all of Energy Northwest’s accrued costs and liabilities
resulting from Energy Northwest’s ownership, construction, operation (including cost of fuel) and maintenance of and renewals
and replacements to the terminated Project and all other Energy Northwest costs resulting from its ownership of such Project and
the salvage, discontinuance, decommissioning and disposition or sale thereof and all amounts which Energy Northwest is
required under the related Net Billed Resolutions to pay in each year into the various funds for debt service and all other
purposes.

Under the terms of the Net Billing Agreements, Bonneville is obligated to pay each Participant in a Net Billed Project
the amounts paid by such Participant to Energy Northwest following termination of such Project, by the provision of credits and
by deficiency payments to Participants made in the same manner as required prior to termination. In the case of Projects 1 and 3,
net billing credits are provided and cash payments are made by Bonneville to Participants or Energy Northwest in the same
manner as provided for the Columbia Generating Station. See “— Payment Procedures — Columbia Generating Station.”
Payments by the Participants and Bonneville and the provision of credits by Bonneville following termination of a Net Billed
Project are required notwithstanding the termination of the Project and are not subject to any reduction, whether by offset or
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otherwise, and are not conditioned upon the performance or nonperformance by Energy Northwest, Bonneville or any Participant
under the Net Billing Agreements or any other agreement or instrument.

Bonneville and Energy Northwest have entered into Post Termination Agreements with respect to Projects 1 and 3,
each dated June 14, 1994, respectively (the “Post Termination Agreements”) which, among other things, facilitate the
administration, budgeting and billing procedures with respect to such Projects. Nothing in the Post Termination Agreements
impairs or prevents Energy Northwest from including in the monthly accounting statements with respect to each such Project all
costs and obligations of Energy Northwest as discussed above.

Projects 1 and 3 Post Termination Agreements

The Project Agreements and the Net Billing Agreements for Projects 1 and 3 had provided that upon termination of
Projects 1 and 3, Energy Northwest should cause Projects 1 and 3 to be salvaged, discontinued, decommissioned and disposed of
or sold in whole or in part to the highest bidder(s), or disposed of in such other manner as the parties may agree. The termination
of Projects 1 and 3 terminated the related Project Agreements and the Net Billing Agreements, except for certain provisions of
the Net Billing Agreements and except as to accrued liabilities and obligations under the Net Billing Agreements.

Pursuant to the Post Termination Agreements, Energy Northwest has prepared and submitted to Bonneville for each of
Projects 1 and 3 a proposed Project Disposition Plan (the ‘“Project Disposition Plan”). Energy Northwest has begun
implementation of the Project Disposition Plans.

Under the Post Termination Agreements, Energy Northwest may sell bonds to finance such Project costs as contained
in an approved Annual Budget or amended Annual Budget to the extent permitted by the Electric Revenue Bond Resolutions
(hereinafter defined) or Separate Subordinated Resolutions (hereinafter defined).

The Post Termination Agreements terminate when all Project 1 Net Billed Bonds and Project 3 Net Billed Bonds,
respectively, have been paid or funds set aside for the payment or retirement thereof in accordance with the Project 1 Net Billed
Resolutions or Project 3 Net Billed Resolutions, respectively, or the final disposition of the assets of Projects 1 and 3,
respectively, whichever is later.

Certain Participant Obligations

The Columbia Net Billing Agreements, as well as the remaining provisions of the Net Billing Agreements for Projects
1 and 3, require each Participant to pay Energy Northwest the amount set forth in its Billing Statement or accounting statement.
Each Participant is required to make payments to Energy Northwest only from revenues derived by the Participant from the
ownership and operation of its electric utility properties and from payments made by Bonneville under the Net Billing
Agreements. Each Participant has covenanted that it will establish, maintain and collect rates or charges for power and energy
and other services furnished through its electric utility properties which shall be adequate to provide revenues sufficient to make
required payments to Energy Northwest under the Net Billing Agreements and to pay all other charges and obligations payable
from or constituting a charge and lien upon such revenues.

If and to the extent that a Participant is unable or fails or refuses to perform its obligations under its Columbia Net
Billing Agreement and such Participant’s share of Columbia capability is not voluntarily reassigned, each other Participant’s
share of Columbia capability is automatically increased for the remaining term of the Columbia Net Billing Agreement pro rata
with that of other nondefaulting Participants. The Columbia Net Billing Agreements provide that such increase shall not, without
the consent of the Participant, exceed an accumulated maximum of 25% of the Participant’s original share of Columbia
capability. The Columbia Net Billing Agreements also provide that such increase shall not cause the estimate of the payments to
be made by each nondefaulting Participant to Energy Northwest to exceed the estimate of the credits available to it from
Bonneville’s billings to such Participant for power and other services. The fact that other Participants have assumed the
obligation of a Participant which has failed or refused to pay any amounts due to Energy Northwest under its Columbia Net
Billing Agreement would not relieve such defaulting Participant of its liability for such payments.

Other Net Billing Obligations

In addition to the net billing obligations in connection with the Net Billed Projects, Bonneville has net billing
obligations to certain Participants in connection with that portion of the project capability associated with the share of the Trojan
Nuclear Project owned by the City of Eugene Water and Electric Board (“EWEB”). The credits and payments received by each
Participant from Bonneville in each month under all of that Participant’s agreements providing for net billing are required by the
Net Billing Agreements to be allocated pro rata among all of the Participants’ net billing obligations.

Bonneville is authorized to enter into additional contracts providing for net billing or similar credits. The Net Billing
Agreements provide that Bonneville and each Participant shall not enter into any agreement providing for net billing if
Bonneville estimates that, as a result of such agreement, the aggregate of its billings to such Participant will be less than 115% of
Bonneville’s net billing obligations to such Participant under all agreements between Bonneville and such Participant providing
for net billing. Bonneville has no present plans to enter into new agreements requiring net billing with Participants.
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THE BONNEVILLE FUND

The Bonneville Fund is a continuing appropriation available exclusively to Bonneville for the purpose of making cash
payments to cover Bonneville’s expenses, including its cash payments to provide for that amount, if any, due under the Net
Billing Agreements which is not paid from net billing credits. All receipts, collections and recoveries of Bonneville in cash from
all sources are deposited in the Bonneville Fund. For a more complete discussion of the Bonneville Fund, see “BONNEVILLE
FINANCIAL OPERATIONS — The Bonneville Fund.”

Bonneville may make expenditures from the Bonneville Fund, which shall have been included in Bonneville’s annual
budget submitted to Congress without further appropriation and without fiscal year limitation but subject to such specific
directives or limitations as may be included in appropriations acts, for any purpose necessary or appropriate to carry out the
duties imposed upon Bonneville pursuant to law, including making any cash payments required under the Net Billing
Agreements.

Net billing credits reduce Bonneville’s cash receipts by the amount of the credits. Thus, costs of the Net Billed
Projects, to the extent covered by net billing credits, can be met without regard to amounts in the Bonneville Fund.

Bonneville is required to make certain annual payments to the United States Treasury. These payments are subject to
the availability of net proceeds, which are gross cash receipts remaining in the Bonneville Fund after deducting all of the costs
paid by Bonneville to operate and maintain the Federal System, other than those used to make payments to the United States
Treasury for: (i) the repayment of the Federal investment in certain transmission facilities and the power generating facilities at
federally-owned hydroelectric projects in the Pacific Northwest; (ii) debt service on bonds issued by Bonneville and sold to the
United States Treasury; (iii) repayments of appropriated amounts to the Corps and the Bureau for certain costs allocated to power
generation at federally-owned hydroelectric projects in the Pacific Northwest; and (iv) costs allocated to irrigation projects as are
required by law to be recovered from power sales. Bonneville met its fiscal year 2002 payment responsibility to the United
States Treasury in full and on time.

For various reasons, Bonneville’s revenues from the sale of electric power and other services may vary significantly
from year to year. In order to accommodate such fluctuations in revenues and to assure that Bonneville has sufficient revenues to
pay the costs necessary to maintain and operate the Federal System, all cash payment obligations of Bonneville, including cash
deficiency payments relating to Net Billed Bonds and other operating and maintenance expenses have priority over payments by
Bonneville to the United States Treasury. In the opinion of Bonneville’s General Counsel, under Federal statutes, Bonneville
may only make payments to the United States Treasury from net proceeds; all cash payments of Bonneville, including cash
deficiency payments relating to Net Billed Bonds and other operating and maintenance expenses have priority over payments by
Bonneville to the United States Treasury for the costs described in (i) to (iv) in the preceding paragraph.

The requirement to pay the United States Treasury exclusively from net proceeds would result in a deferral of United
States Treasury payments if net proceeds were not sufficient for Bonneville to make its payments in full to the United States
Treasury. Such deferrals could occur in the event that Bonneville were to receive less revenue or if Bonneville’s costs were
higher than expected. Such deferred amounts, plus interest, must be paid by Bonneville in future years. Bonneville has not
deferred such payments since 1983.

Because Bonneville’s payments to the United States Treasury may be made only from net proceeds, payments of other
Bonneville costs out of the Bonneville Fund have a priority over its payments to the United States Treasury. Thus, the order in
which Bonneville’s costs are met is as follows: (1) Net Billed Project costs to the extent covered by net billing credits, (2) cash
payments out of the Bonneville Fund to cover all required payments incurred by Bonneville pursuant to law, including net billing
cash payments, but excluding payments to the United States Treasury and (3) payments to the United States Treasury.

For further information, see “BONNEVILLE FINANCIAL OPERATIONS — Order in Which Bonneville’s Costs Are
Met.” For a discussion of certain proposed and current direct payments by Bonneville for Federal System operations and
maintenance, which payments would reduce the amount of deferrable appropriations obligations Bonneville would otherwise be
responsible to repay, see “BONNEVILLE FINANCIAL OPERATIONS — Direct Funding of Corps and Bureau Federal System
Operations and Maintenance Expense.”
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Bonneville’s obligation under the Project 1 Net Billing Agreements is to pay an amount equal to the costs of Project 1
less any other funds which shall be specified in the Annual Budget as payable from sources other than the payments to be made
under the Net Billing Agreements. Similar language is found in the Net Billing Agreements for Columbia and Project 3. In the
opinion of Bonneville’s General Counsel, this provision would permit Bonneville to make payments on account of debt service
on all Net Billed Bonds for a Net Billed Project directly to the applicable Bond Fund Trustee or Trustee. Such payment would be
made only pursuant to an agreement with the applicable Bond Fund Trustee or Trustee requiring Bonneville to make such
payment directly to the applicable Bond Fund Trustee or Trustee on or before the date such amounts would be required to be paid
by Energy Northwest to the applicable Bond Fund Trustee or Trustee under the applicable Net Billed Resolution. Bonneville has
no present intention of undertaking such actions. The effect of such an agreement would be to reduce the amount of costs
included in the Annual Budget for the Net Billed Project to be paid under the Net Billing Agreements by the amount of the debt
service payable directly by Bonneville to the applicable Bond Fund Trustee or Trustee.

For further information see “BONNEVILLE FINANCIAL OPERATIONS.”
ASSIGNMENT AGREEMENTS

Prior to the decision in City of Springfield v. Washington Public Power Supply System, et al. (holding that the
Participants had authority to enter into the Net Billing Agreements), Energy Northwest and Bonneville entered into Assignment
Agreements for each of Project 1, Columbia Generating Station and Project 3 (the “Assignment Agreements”). Pursuant to the
Assignment Agreements, Energy Northwest assigned to Bonneville any rights to the capability of any of the Net Billed Projects
that Energy Northwest may obtain as a result of a reversion of a Participant’s share of such capability to Energy Northwest or
otherwise. In the event that it is judicially determined that any Participant is not obligated pursuant to the Net Billing
Agreements to pay for any interest in Project capability which Bonneville obtains pursuant to the Assignment Agreements,
Bonneville agreed to pay directly to Energy Northwest the amounts that would have been payable by the Participant under the
Net Billing Agreements for such Project capability.

ADDITIONAL BONDS

General

The Electric Revenue Bonds are subordinate to the Prior Lien Bonds. In each Electric Revenue Bond Resolution,
Energy Northwest has reserved the right to issue from time to time, upon satisfaction of certain conditions set forth therein,
additional bonds or notes under the Electric Revenue Bond Resolutions and under one or more separate resolutions (“Separate
Subordinated Resolutions”) of the Executive Board creating a pledge of and lien on the receipts, income and revenues derived
from the related Project of equal rank with the pledge and lien created by such Electric Revenue Bond Resolution in favor of the
Electric Revenue Bonds issued thereunder. Such pledge and lien are subordinate to the pledge and lien created by the Prior Lien
Resolution in favor of the Prior Lien Bonds issued thereunder.

Conditions to the issuance of additional bonds are described in Appendix G-1 hereto, “SUMMARY OF CERTAIN
PROVISIONS OF ELECTRIC REVENUE BOND RESOLUTIONS AND SUPPLEMENTAL ELECTRIC REVENUE BOND
RESOLUTIONS” and in Appendix G-2, “SUMMARY OF CERTAIN PROVISIONS OF PRIOR LIEN RESOLUTIONS NOS.
769, 640 AND 775 — Subsequent Series of Bonds.”

Each of the Electric Revenue Bond Resolutions permits the use of certain credit facilities of the type referred to in such
Electric Revenue Bond Resolution to secure the payment of the related Electric Revenue Bonds and the incurrence by Energy
Northwest of reimbursement obligations of the type referred to in such Electric Revenue Bond Resolution to reimburse the issuer
of a credit facility. Each of the Electric Revenue Bond Resolutions also permits the use of interest rate exchange agreements or
similar agreements. Such reimbursement obligations or obligations of Energy Northwest under such interest rate exchange
agreements may be secured on a parity with the lien created by the Electric Revenue Bond Resolutions in favor of the related
Electric Revenue Bonds. See Appendix G-1 hereto, “SUMMARY OF CERTAIN PROVISIONS OF ELECTRIC REVENUE
BOND RESOLUTIONS AND SUPPLEMENTAL ELECTRIC REVENUE BOND RESOLUTIONS.”

For information regarding the amount of bonds and other obligations of Energy Northwest outstanding under the
Electric Revenue Bond Resolutions and Separate Subordinated Resolutions, see “ENERGY NORTHWEST — Energy Northwest
Indebtedness.”

Planned Additional Bonds

Simultaneously with the delivery of the Series 2003-A Bonds and the Series 2003-B Bonds, Energy Northwest expects
to deliver its Series 2003-C, D and E Bonds. The Series 2003-C, D and E Bonds will be issued on a parity with the Series 2003-
A Bonds and the Series 2003-B Bonds under the respective Electric Revenue Bond Resolutions. Energy Northwest will issue the
Series 2003-C, D and E Bonds as variable rate demand bonds, including auction reset securities, pursuant to the related Electric
Revenue Bond Resolutions. The proceeds thereof will be applied to the refunding of a portion of Energy Northwest’s
outstanding Prior Lien Bonds and Refunding Electric Revenue Bonds, as more fully described in a separate official statement to
be issued by Energy Northwest relating to the Series 2003-C, D and E Bonds.
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Certain Provisions of the Prior Lien Resolutions

For additional information relating to the security for the Prior Lien Bonds and to the amendments to the Prior Lien
Resolutions which have become effective with respect to the Project 1, Columbia and Project 3 Prior Lien Resolutions, see
Appendix G-2 hereto, “SUMMARY OF CERTAIN PROVISIONS OF PRIOR LIEN RESOLUTIONS NOS. 769, 640 AND
7757

Related Contracts

Energy Northwest has executed Project Agreements with Bonneville relating to Project 1, the Columbia Generating
Station and Project 3, which provide for approval of budgets, contracts and other matters pertaining to each Project. As a result
of the termination of Projects 1 and 3, the Project Agreements relating to Project 1 and Project 3 have been terminated.

A summary of certain provisions of each of these contracts is set forth in Appendix F hereto, “SUMMARY OF
CERTAIN PROVISIONS OF RELATED CONTRACTS.”
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ENERGY NORTHWEST
GENERAL

Energy Northwest, a municipal corporation and a joint operating agency of the State of Washington, was organized in
January 1957 pursuant to the Act. Energy Northwest was formerly known as Washington Public Power Supply System. The
name was officially changed to Energy Northwest on June 2, 1999. Energy Northwest has authority, among other things, to
acquire, construct and operate plants, works and facilities for the generation of and transmission of electric power and energy and
to issue bonds and other evidences of indebtedness for such purposes. Energy Northwest has the power of eminent domain but is
specifically precluded from the condemnation of any plants, works or facilities owned and operated by any city, public utility
district or investor-owned utility. Energy Northwest has no taxing power.

Energy Northwest owns and operates Columbia and Packwood which are currently in operation, with net design
electrical ratings of 1,153 megawatts and 27.5 megawatts, respectively. Energy Northwest also owns and operates the Nine
Canyon Wind Project, consisting of 37 wind turbines with a maximum generating capacity of approximately 48 megawatts.
Energy Northwest also owns and/or has financial responsibility for four nuclear electric generating projects which have been
terminated: Projects 1, 3, 4 and 5. Energy Northwest also owns HGP, which ceased operation in 1987, and site restoration
activities coordinated with DOE are continuing. For discussions concerning the termination of Projects 1, 3, 4 and 5, see
Project 1,” “— Project 3” and “— Projects 4 and 5.”

Each of Energy Northwest’s Projects is treated and accounted for by Energy Northwest as a separate utility system,
with the exception of Projects 4 and 5, which together comprised a single utility system. Under Washington law, a joint
operating agency may create separate special funds for each of its utility systems and Energy Northwest has done so. The
resolutions of Energy Northwest pursuant to which its various series of bonds are issued provide that the income, receipts and
revenues of each utility system are pledged solely to the payment of obligations incurred in connection with that utility system.
See Appendix B hereto for the audited financial statements of each of Energy Northwest’s Projects, including the report of the
independent accountants, PricewaterhouseCoopers LLP, for the fiscal year ended June 30, 2002.

ENERGY NORTHWEST INDEBTEDNESS
The following table sets forth the principal amounts of revenue bonds and refunding revenue bonds issued by Energy
Northwest and outstanding as of March 1, 2003.

Energy Northwest Revenue Bonds
Outstanding as of March 1, 2003

Revenue Bonds Principal Amount
Project 1 Prior Lien Refunding Revenue Bonds .........ccccecvevieieniennns $ 1,406,690,000
Columbia Prior Lien Refunding Revenue Bonds...........ccccevveeeniennnnns 1,480,576,018"
Project 3 Prior Lien Refunding Revenue Bonds .........cccecevvevieniennns 1,296,257,106"
Project 1 Refunding Electric Revenue Bonds .........ccccoceeieviiieniennnns 583,525,000
Columbia Refunding Electric Revenue Bonds..........cccoceviiininenecne 623,860,000
Project 3 Refunding Electric Revenue Bonds ...........cccoceviiiiinenecee 459,230,000
Packwood Revenue Bonds............ccceeviieiieiiiiiicciecieecee e 4,316,000
Nine Canyon Wind Project Revenue Bonds ..........cceoevieiienieniencennnns 70,675,000

(1) Includes $75,006,018 accreted value of Compound Interest Bonds for Columbia and $335,808,007 accreted value of
Compound Interest Bonds for Project 3 as of January 1, 2003.
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In April 2002, Citibank, N.A. extended a line of credit to Energy Northwest for each of the Projects pursuant to three
separate credit facilities. Under the Project 1, Columbia and Project 3 credit facilities, Energy Northwest may borrow up to
$34,760,000, $136,780,000 and $68,065,000, respectively, from time to time during the period from April 25, 2002 to June 25,
2003. Proceeds of advances made under a line of credit may be applied to refinance a portion of the cost of the related Project by
providing a portion of the funds necessary to refund principal and, in some cases, interest on certain Prior Lien Bonds maturing
on July 1, 2003 issued to finance such Project. Additionally, for Columbia, proceeds of advances made under the Columbia line
of credit may be applied to finance costs for the Columbia Independent Spent Fuel Storage Installation facility. Energy
Northwest’s obligation to repay advances under a credit facility is evidenced by a note (the “Note”) authorized to be executed and
delivered by Energy Northwest pursuant to the related Separate Subordinated Resolution. As of March 1, 2003, Energy
Northwest had borrowed $23,173,333.36, $99,038,000.00 and $42,073,976.64 under the Project 1, Columbia and Project 3 credit
facilities, respectively. The above amount for Columbia includes $34,518,000 borrowed in May 2002 to finance the
reimbursement of prior costs for the Columbia Independent Spent Fuel Storage Installation facility. Each Note is secured on a
parity with bonds and notes issued by Energy Northwest under the related Electric Revenue Bond Resolution and with all other
obligations issued pursuant to additional related Separate Subordinated Resolutions. A portion of the proceeds of the Series
2003-A Bonds is to be applied to pay the Notes.

ORGANIZATIONAL STRUCTURE

Energy Northwest currently has a membership of 17, consisting of 14 public utility districts and the cities of Richland,
Seattle, and Tacoma, all located in the State of Washington. Any public utility district and any municipal entity within the State
of Washington authorized to engage in the business of generating or distributing electricity may join Energy Northwest.

Energy Northwest has its principal office in Richland, Washington. The Board of Directors of Energy Northwest is
comprised of 17 members, one from each of the member utilities. Pursuant to the Act, the powers and duties of the Board of
Directors are limited to (i) final authority on any decision to acquire, construct, terminate or decommission any power plants,
works and facilities, except that once such a final decision is made with respect to a nuclear power plant, the Executive Board has
authority to make all subsequent decisions regarding such plant; (ii) the election and removal of, and establishment of salaries
for, the five members of the Executive Board selected from among the members of the Board of Directors; and (iii) the selection
of three of the six members of the Executive Board who are outside directors. All other powers and duties of Energy Northwest,
including but not limited to the authority to sell any power plant, works and facilities are vested in the Executive Board.

The Act provides that five of the members of the Executive Board of Energy Northwest are elected by the Board of
Directors from among its members and six are outside directors representative of policy makers in business, finance or science,
or having expertise in the construction or management of facilities such as those owned by Energy Northwest. Three of these six
outside directors are selected by the Board of Directors and three by the Governor of the State of Washington subject to
confirmation by the Washington Senate.

The five members of the Executive Board who are elected from among the Board of Directors serve for four-year terms
and may be removed by a majority vote of the Board of Directors. The other members of the Executive Board serve for four-year
terms and may be removed by the Governor of the State of Washington for incompetence, misconduct or malfeasance in office;
provided, however, the three members appointed by the Governor may be removed without cause prior to their confirmation with
the consent of the Washington Senate. The Chief Executive Officer and other staff of Energy Northwest serve at the will of the
Executive Board.

EXECUTIVE BOARD

Present Executive Board members are listed below.

Name Occupation Term Expires
John F. Cockburn, Chairman Retired Bank Executive June 2004
Dan G. Gunkel, Vice Chairman Public Utility District Commissioner June 2006
Sid W. Morrison, Secretary Retired Executive June 2005
Vera Claussen, Assistant Secretary Public Utility District Commissioner June 2006
Margaret Allen Attorney June 2004
Darrel Bunch Public Utility District Commissioner June 2006
Tom Casey Public Utility District Commissioner June 2006
Edward E. Coates Retired Utility Executive June 2006
Larry Kenney Retired Organized Labor Executive June 2006
Amy C. Solomon Management Consultant June 2005
Roger C. Sparks Public Utility District Commissioner June 2006
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MANAGEMENT

The following is a list of certain key senior staff of Energy Northwest.

Name Position Nuclear Industry Experience
Joseph V. Parrish Chief Executive Officer/Chief Nuclear
Officer 32 years
Rodney L. Webring Vice President, Nuclear Generation 29 years
Dale K. Atkinson Vice President, Technical Services 25 years
John W. Baker Vice President, Energy/Business
Services/Public Information Officer 32 years
Albert E. Mouncer Vice President, Corporate Services/
General Counsel/Chief Financial Officer 22 years

EMPLOYEES

Energy Northwest currently employs approximately 1,185 employees. Of these employees, 374 are members of the
International Brotherhood of Electrical Workers (“IBEW”), 85 are members of the Paper, Allied Industrial, Chemical & Energy
Workers (“PACE”) and 7 are members of the Hanford Atomic Metal Trades Council (“HAMTC”) unions. The IBEW union
members comprise the Administrative, Nuclear, Travelers and Plant bargaining groups, the PACE union members constitute the
Security Force bargaining group, and the HAMTC union members comprise part of the Standards Lab Instrument Technicians.
The Nuclear, HAMTC and Plant collective bargaining agreements expire on October 1, 2004. The Administrative and Travelers
collective bargaining agreements expire on October 30, 2004. The PACE collective bargaining agreement expired on November
2,2002. Negotiations continue for a new agreement for the PACE bargaining unit. Washington State law provides for binding
interest arbitration for the PACE collective bargaining unit. A no-strike clause is included in each of the agreements.

INVESTMENT POLICY

Energy Northwest invests in accordance with the authority provided by the Net Billed Resolutions and its investment
policy covers all funds and investment activities under the direct authority of Energy Northwest. This investment policy is
approved by the Energy Northwest Executive Board.

Investment securities purchased consist generally of obligations of, or obligations the principal and interest on which is
unconditionally guaranteed by, the United States of America or other investment securities permitted by the related Net Billed
Resolutions. Current investment policy does not permit the purchase of leveraged or derivative-based investments.

For further information on the types of investments in which Energy Northwest is permitted to invest its funds, see
Appendix G-1 hereto, “SUMMARY OF CERTAIN PROVISIONS OF ELECTRIC REVENUE BOND RESOLUTIONS AND
SUPPLEMENTAL ELECTRIC REVENUE BOND RESOLUTIONS — Investment of Funds (Section 508)” and Appendix G-2,
“SUMMARY OF CERTAIN PROVISIONS OF PRIOR LIEN RESOLUTIONS NOS. 769, 640 AND 775 — Other Funds
Established by the Prior Lien Resolutions; Flow of Revenues.”

THE COLUMBIA GENERATING STATION

Description

The Columbia Generating Station (“Columbia”) is an operating nuclear electric generating station located about 160
miles southeast of Seattle, Washington, near Richland, Washington on the DOE’s Hanford Reservation. Its former name,
Nuclear Project No. 2, was officially changed to the Columbia Generating Station on April 27, 2000. The site has been leased
from DOE for a term of 50 years commencing July 1, 1972, with options to extend the lease for two consecutive ten-year periods.

Columbia commenced commercial operation in 1984 and has a net design electrical rating of 1,153 megawatts.
Columbia consists of a General Electric Company-designed boiling water reactor and nuclear steam supply system, a
Westinghouse turbine-generator and the necessary transformer, switching and transmission facilities to deliver the output to the
transmission facilities of the Federal System located in the vicinity of Columbia. The entire capability of Columbia has been
acquired by Bonneville under the Columbia Net Billing Agreements.

Columbia consists of the following structures: the reactor building, the radioactive waste building, the turbine-
generator building, the diesel generator building, the service building, six mechanical-draft evaporative cooling towers, the
circulating water pumphouse and the river makeup water pumphouse. Makeup water to replace evaporative losses is obtained
from the Columbia River by means of three makeup water pumps. Emergency power is supplied to Columbia by diesel
generators sized to sustain all essential plant loads without the need for outside power sources. Columbia also includes the
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Independent Spent Fuel Storage Installation facility. For additional information concerning the Independent Spent Fuel Storage
Installation facility, see “Energy Northwest—The Columbia Generating Station—Nuclear Fuel” below.

Columbia also includes the plant engineering center and other office and support facilities located adjacent to the main
plant, the plant support facility located one mile southwest of the main plant and various administrative service buildings located
in Richland, Washington, approximately ten miles from the site.

Low-level radioactive waste generated at Columbia is disposed of at a commercial facility located on the Hanford
Reservation.

Management Discussion of Operations

All the power from Columbia is sold at cost to Bonneville through the Columbia Net Billing Agreements. Energy
Northwest has a maintenance, operating, outage, fuel and capital budget for Columbia of $233.8 million during the 2003 fiscal
year.

The cost of production, using industry standard methodology (such cost calculation methodology includes general and
administration and capital, but excludes debt service, taxes, depreciation and decommissioning costs) of Columbia electricity is
projected at $27.26 per megawatt-hour during the 2003 fiscal year. This cost is higher than the $20.60 per megawatt-hour for the
2002 fiscal year due to a bi-annual refueling occurring this fiscal year. These costs are about average for the nuclear industry.
Energy Northwest will continue to place a high priority on cost-containment.

Energy Northwest continues to focus on plant reliability and availability and increasing gross plant capacity as the
primary factors to reduce the cost of power. During the past fiscal year, Columbia produced more power, 9,261,873 megawatt
hours, than in any other year in the history of the plant. The capacity factor was also the highest ever at 92.0%. Factors
contributing to these achievements include no major outages in fiscal 2002 and the transition to a 24-month refueling cycle.

While Energy Northwest intends to operate Columbia a greater percentage of the time, Energy Northwest has also
evaluated plans to increase the gross capacity of the plant. Engineers evaluated a proposal that could increase the plant’s name
plate capacity to about 1,350 megawatts - a 12.5% increase in power. Based on current market conditions and other technical
considerations, this effort has been put on hold. Initiatives to reduce losses of generation, such as reducing outage length and
reducing or eliminating the occurrences of forced outages, are being evaluated and implemented.

To increase the value of the plant over time, engineers now are working on a proposal to extend Columbia’s 40-year
operating license by 20 years, from 2023 to 2043. The NRC established a protocol to handle license extension requests, and
granted five in 2000, one in 2001 and four in 2002. The Executive Board will determine whether to apply for an extension.

Energy Northwest has executed the power purchase agreement for the Nine Canyon Wind Project to acquire four
megawatts of the output from that project for station use by Columbia. The Nine Canyon Wind Project commenced commercial
operation on September 25, 2002. Power costs for the project to be billed to Columbia are expected to be in the range of 3.5 to
3.9 cents per kilowatt hour during the first five fiscal years of operation and will constitute an operating expense of Columbia.
See “Energy Northwest—Nine Canyon Wind Project” in this Official Statement.

Energy Northwest also has pursued several other ventures beyond the operation of Columbia - all of which are
designed to relieve, in part, fixed-cost pressures on Columbia. Contracts to outsource engineering and testing services have
allowed Energy Northwest to better use resources originally dedicated to Columbia.

Operating Performance

Columbia received a full operating license in March 1984, commenced commercial operation in December 1984 and
has been in operation since that time. Since commencing commercial operation, Columbia has operated at a cumulative capacity
factor of 66.7% and has generated 116,802,029 megawatt hours (net of station use) of electric power through February 2003.

Successful implementation of employee performance enhancement initiatives at Columbia has produced significant
positive results in plant performance since 1995. Calendar year 2002 was the best generating calendar year at Columbia since
commencing commercial operation, eclipsing the previous record in 2000. In fiscal year 2001, Columbia produced 7,995,916
megawatt hours of electric power while attaining a capacity factor of 81.8% and a plant availability factor of 85.1%. In fiscal
year 2002, Columbia produced 9,261,873 megawatt hours of electric power while attaining a capacity factor of 92.0% and a plant
availability factor of 95.4%. The increased production of megawatt hours of electric power and capability resulted from the fact
that fiscal year 2002 was a non-refueling outage year which resulted in increased generation and capability from Columbia
operation.

On July 2, 2001, Energy Northwest completed its most recent refueling outage, which lasted 45 days. Energy
Northwest began a shutdown process of Columbia operations on February 27, 2003, after concerns were raised over long-term
reliability of a backup diesel generator. Energy Northwest technicians have been tracking small vibrations in one of the three
Columbia diesel generators. These diesel generators are included as part of the plant and are intended to provide external power
to Columbia in the event of an emergency. These diesel generators are sized such that operation of any one of the three is
sufficient to provide the necessary backup power in the case of an emergency. However, under NRC regulations, each of the
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three diesel generators must be maintained to provide thirty days of uninterrupted service. Although there were vibrations in one
of the diesel generators, Columbia engineers were confident that the diesel generator could operate for the required thirty days.
An outside consulting engineering firm confirmed their judgment. However, the NRC asked for further consideration of the
vibration in February 2003. After considerable data review and evaluation, Energy Northwest determined that too much
engineering judgment (via quantitative analysis) was required to allow continued reliance on the diesel generator in question.
Energy Northwest declared to the NRC that the diesel generator was inoperable on February 13, 2003. Columbia would then, by
regulation, be forced to shut down the plant if the vibration condition was not corrected in seventy-two hours. Energy Northwest
asked the NRC for a notice of enforcement discretion with respect to the seventy-two hour plant technical specification
requirement for repairing the vibration problem based on its continuing belief that the problem was correctable in a reasonable
amount of time and not unduly increases any potential danger to the plant or the public. The NRC agreed, but placed a deadline
0f 9:00 pm on February 27" for Energy Northwest to make the diesel generator repairs and declare it operable. Even though new
bearings were placed in the diesel generator and the diesel generator re-installed, recurring vibrations were recorded. Engineers
determined that the vibrations were indicative of damage to the new bearings caused by a circulating electrical current. Though
the damage was light, Energy Northwest and its outside consultants could not provide absolute assurance that the diesel generator
could operate for the required thirty days without fail. Energy Northwest has determined the root cause of the bearing damage
and is performing the required repairs and has ordered new bearings to be installed. As such the statement of inoperability of the
diesel generator remains. This forced outage is expected to last a matter of days rather than weeks. Energy Northwest believes
that an extended outage would increase the cost of production of electricity at Columbia for the fiscal year. If this forced outage
lasts longer than expected, Energy Northwest has been advised by Bonneville that Bonneville believes that it could result in
decreased revenues to Bonneville from foregone power sales and/or increased power purchase costs to Bonneville. The next
scheduled refueling outage for Columbia is expected to start in May 2003.

Annual Costs

Annual costs for Columbia based on the audited financial statement presentation format for fiscal years ended June 30,
2001 and 2002 are shown below. The information is developed on a cost basis with depreciation calculated on the straight line
method by major components based on expected useful life.

Statement of Operations(l)

(Dollars in Thousands)

Cost Category FY 2002 FY 2001

Operations, Maintenance and Overhead $144,588 $ 160,450
Nuclear Fuel Burnup ........ccccooiiiiiiieieeicceeeeeeeeee e 30,311 34,204
Spent Fuel Disposal Fee........cccoviiiiriiiiiiieeeeeceee e 8,487 7,542
GENEration TAXES........ccovvvieeirieeieeieeeeteeeeeeteeeeeeeeeeetee e e e eereeeeetaeeeenes 3,198 2,497
DECOMMUISSIONING......eeuteeieenrieiieieeeientietieieeeteteeneesteseeenseeneesseeseesseeneenee 16,408 16,246
Depreciation and AmOrtization ...........ccceeeeeeererieneneseeceeseseseeeees 96,171 96,026
Investment INCOME ........ceevieiieriierie e (11,540) (23,643)
Interest Expense and Discount Amortization ............cccceeeeeeeeeerenennnne 121,584 130,161
Other Expense/(ReVENnUEe)..........cccocevivenieieiiiiininenecrceeeeceenee (2,212) (2,331)
Total Costs $ 406,995 $ 421,152
Net Generation (Million kWhs) 9,262 7,996
(1) Amounts derived from audited Energy Northwest financial statements.
2) Includes credit for “Economic Dispatch” of 336 million kWhs and 68 million kWhs for fiscal years 2002 and 2001, respectively.

Total energy not generated due to reductions requested by Bonneville is referred to by Bonneville as “Economic Dispatch.”

Capital Improvements

Since entering commercial operation, Energy Northwest has been making capital improvements to Columbia. In fiscal
year 2002, the cash spent on capital improvements was $22.4 million (compared to $15.1 million in fiscal year 2001).
Expenditures for capital improvements for fiscal year 2003 are planned to be approximately $17.6 million. Of this amount, $6.3
million is planned to be expended for the spent fuel storage project and the remainder for various plant and facilities
modifications and programs. For additional information concerning spent fuel storage, see “— Nuclear Fuel” below.
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Nuclear Regulatory Commission Actions

The NRC is a Federal agency that regulates the design, construction, licensing and operation of nuclear power plants.
Once a plant is licensed, one of the major activities of the NRC is the inspection of plant management and operation. The NRC
develops policies and administers programs for inspecting licensees to ascertain whether they are complying with NRC
regulations, rules, orders and license provisions. The NRC has the authority to suspend, revoke or modify the operating license
of commercial nuclear plants to correct deficiencies.

Energy Northwest’s activities related to operation and support of Columbia, like those of other licensed nuclear plant
operators, are periodically inspected by the NRC. In addition, the NRC normally maintains two on-site resident inspectors who
monitor plant activities on a day-to-day basis.

In addition to the day-to-day resident inspector activities, the NRC assesses the performance of nuclear plant operators,
including Columbia, by a process known as the Reactor Oversight Process (the “ROP”). The ROP is built upon a framework
directly linked to the NRC’s mission to protect public health and safety. The framework includes seven cornerstones of safety.
Within each cornerstone, a broad sample of information on which to assess plant operator performance in risk-significant areas is
gathered. The information is collected from plant performance indicator data submitted by the plant operator and from NRC risk-
informed baseline inspections.

The ROP calls for focusing inspections on activities where the potential risks are greater, applying greater regulatory
attention to facilities with performance problems and reducing regulatory attention of facilities that perform well, using objective
measurements of the performance of nuclear power plants whenever possible, giving the nuclear industry and the public timely
and understandable assessments of plant performance, avoiding unnecessary regulatory burdens of nuclear facilities and
responding to violations of regulations in a predictable and consistent manner that reflects the safety impact of the violations.

To monitor these seven cornerstones, the NRC assigned colors of green, white, yellow or red to specific performance
indicators and inspection findings. For performance indicators, a green coding indicates performance within an expected
performance level in which the related cornerstone objectives are met; white coding indicates performance outside an expected
range of nominal utility performance but related cornerstone objectives are still being met; yellow coding indicates related
cornerstone objectives are being met, but with a minimal reduction in safety margin; and red coding indicates a significant
reduction in safety margin in the area measured by that performance indicator. For inspection findings, green findings are
indicative of issues that, while they may not be desirable, represent very low safety significance. White findings indicate issues
that are of low to moderate significance. Yellow findings are issues that are of substantial safety significance. Red findings
represent issues that are of high safety significance with a significant reduction in safety margin.

Results from the monitored cornerstones are compiled and published quarterly in the NRC’s Reactor Oversight Process
Action Matrix Summary. The Action Matrix Summary reflects overall plant performance which is based on defined performance
indicators and inspection findings. Individual plant performance is segregated into one of five performance Columns.

Best performing plants are included in the Licensee Response Column where routine inspector and staff interaction is
the norm. The next level of performance is the Regulatory Response Column, which includes plants that have no more than two
white inputs in different Cornerstones of safe operation. Plants in this column are subject to NRC inspection follow-up of utility
corrective actions. There are three remaining Response Columns, including the Unacceptable Performance Column, which
includes plants that are not permitted to operate.

The NRC’s Fourth Quarter 2002 Regulatory Oversight Process Summary lists 77 plants in the Licensee Response
Column, 22 plants in the Regulatory Response Column and three plants in the next two lower columns. There are no plants
currently included in the Unacceptable Performance Column. Columbia is currently included with plants in the Regulatory
Response Column due to a white finding in the mitigating system cornerstone originating in the first quarter of 2002.

On December 28, 2001, Energy Northwest received a Notice of Violation from the NRC regarding its Emergency
Preparedness program, which was a yellow finding. The NRC found that Energy Northwest’s Emergency Preparedness program
was not sufficient to adequately assure emergency notification to certain private businesses leasing property from Energy
Northwest within the exclusion area boundary of the Columbia Generating Station. The Violation did not involve the direct
operation of Columbia. Energy Northwest believes that it has implemented corrective measures that have brought Columbia into
compliance with NRC requirements. In addition, Energy Northwest has terminated the leases to the private businesses, the last
effective July 31, 2002. A follow up inspection of this issue was conducted by the NRC in May 2002. The NRC found Energy
Northwest’s corrective measures acceptable and the yellow finding has been closed.

On June 24, 2002, Energy Northwest received a Notice of Violation from the NRC regarding an electrical breaker
design modification. The NRC found that Energy Northwest failed to incorporate vendor information regarding the maintenance
of switches in these breakers, resulting in breaker failures that affected plant systems, which resulted in this white finding. An
NRC follow-up inspection of the corrective actions was conducted in December 2002. The NRC found Energy Northwest’s
corrective measures acceptable and the white finding was subsequently closed in January 2003.
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Institute of Nuclear Power Operations

The nuclear electric industry created the Institute of Nuclear Power Operations (“INPO”) in 1979. INPO’s mission is
to promote the highest levels of safety and reliability in the operation of nuclear electric generating plants. All United States
utilities that operate commercial nuclear power plants are INPO members. INPO has conducted plant evaluations of Columbia
approximately every 12 to 18 months since the initial date of commercial operation.

At the completion of the September 2000 evaluation, INPO assigned Columbia a rating of “excellent.” This is based
on a one-to-five rating system where “excellent” indicates the best performance and is defined by INPO as a plant whose overall
performance is excellent, where industry standards of excellence are met in most areas and where no significant weaknesses are
noted.

INPO performed an evaluation of Columbia in October 2002. A number of beneficial practices and accomplishments
were noted, as well as some areas for improvement. Among the areas in need of improvement, the most significant were
equipment performance and material condition, outage performance and sustaining performance. Based on INPO inspection
findings, Columbia was issued an overall rating of 2, indicating that overall performance is exemplary. INPO ratings range from
1 to 5, with 1 being the highest achievable rating.

Permits and Licenses

Energy Northwest has obtained all permits and licenses required to operate Columbia, including an NRC operating
license which expires in 2023. See “— Nuclear Regulatory Commission Actions” above for a discussion of NRC activities
related to Columbia.

A site certification agreement for Columbia was executed with the State of Washington in May 1972. The site
certification requires Energy Northwest to, among other things, monitor the environmental effects of plant construction and plant
operation, comply with standards set for the consumption and discharge of water and for discharges to the air, and develop an
effective emergency plan. The state has also issued a National Pollutant Discharge Elimination System (“NPDES”) permit and
the necessary Certificate of Water Right. The Certificate of Water Right expires when use ceases. The NPDES permit is
effective until April 2006 and is renewable for five-year terms thereafter. The Washington State Department of Natural
Resources has entered into a lease with Energy Northwest, which expires in March 2005, for that portion of the bed of the
Columbia River which encompasses the plant intake and discharge facilities. Energy Northwest anticipates renewal of this lease
in accordance with the right-of-renewal provisions contained therein. The Corps has issued a permit for construction and
maintenance of the now completed river facilities. Energy Northwest has an interim status permit for storage of mixed
radioactive and hazardous wastes. The processing of a final Resource Conservation and Recovery Act (“RCRA”) permit has
been suspended by the State of Washington pending a national review of mixed waste disposal capacity. Energ