Department of Energy

Bonneville Power Administration
P.O. Box 3621
Portland, Oregon 97208-3621

EXECUTIVE OFFICE

April 18, 2001

In reply refer to: DFW-2

Energy Northwest
P.O. Box 968
Richland, Washington 99352

Dear Members of the Energy Northwest Executive Board:

On December 11, 2000, we outlined the Bonneville Power Administration’s (BPA) proposal for
extending the final maturity on the debt associated with the Columbia Generating Station
(Columbia) from its current maturity of July 1, 2012 to July 1, 2018. In that letter we indicated
that the cash freed up through reduced net billing obligations could then be used to amortize
Federal debt more rapidly, resulting in reduced pressure on BPA’s U.S. Treasury borrowing
authority limit and lower interest expense for the aggregate portfolio of Energy Northwest and
BPA debt.

Since that time, we have learned that tax law considerations create complications for extending
certain debt associated with Columbia in the manner in which we were proceeding (extending
maturities due each July 1). Unless adequate solutions can be found, this creates a hindrance to
the program as we originally envisioned it. However, we have also learned that the average
maturity on Project 1 and 3 debt could be extended and still be in compliance with current tax
law. At this time, we are only considering extending Project 1 and 3 debt into the 2013-18
timeframe. We would not be extending the final maturities for Projects 1 and 3 past their current
dates of 2017 and 2018, respectively.

Due to the above developments, the BPA and Energy Northwest finance staffs are continuing to
work together to accomplish the original fundamental goals of this program. We are seeking to
utilize the synergies of the debt from all three projects to create the best long-term economic
benefits for the ratepayers of the Pacific Northwest.

BPA remains committed to all the original objectives of this program and to taking the actions
required to fully implement the program as claborated in our earlier letter. You continue to have
BPA’s commitment that the increased amortization in Federal debt will equal the reduction in
BPA’s net billing obligation resulting from dcbt management actions under this program on an
annual basis. As previously stated, only under extreme financial pressurec would BPA consider
deviating from the actions required to implement this program.



Therefore, BPA requests that the Energy Northwest Executive Board approve an amendment to
the 2000 Refunding Plan that authorizes the extension of the Project | and 3 debt into the July 1,
2013 to July 1, 2018 period.

Thank you for your thorough consideration and approval of this proposal.

Sincerely,

LfP 2

Stephen J. Wright
Acting Administrator and Chief Executive Officer
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