What Happened Since Financial Choices That Led to a Projected Net
Revenue Loss of about $900M for FY02-067?

B PA Power Net Reven ues Expense Reductions, Expense

) Deferrals & Cash Increases
Very Rough Estimates

Expense Reductions &
Deferrals Only

Dollars in Millions

1 ]JFY02-06 Net Revenue Gap (from August 2002 with FY02 Actuals) ($1,200)
We embedded
1. Actions Already Taken To Reduce Overall Rates $80M in our
2 (e.g., Expense Reductions, Expense Deferrals & Cash Increases) $350 + $300 analysis already -
2. Additional Revenue if FY04-06 Rates Kept at FY02 Level Wi:avgsi)&oflﬁoz
. another ert to
3 (Estimated) + $550 secure per Steve
4 |New Net Revenue Gap - FY02-06 = ($350) Wright's letter
Additional /\
Potential Cost
Reductions - PBL Achieved or Cly/ ge
Additional Actions that Reduce Overall Rates & Close the Gap
5 Settlement of Litigation over IOU Residential Benefits $200 + $0
6 More Cost Effective Fish Recovery Program ($160M total) $80 + $80
7 Additional Power Resource O&M Cost Reduction $50 + $0
8 Power Resource Contract Renegotiation $30 + $0
9 Additional Overall Debt Service Reduction $140 + $0
10 Subtotal $500 = $80
11 INew Net Revenue Gap - FY02-06 = ($270)
Expected FY03
Hydro Conditions
12 |Additional Losses in FY03 Due to Reduced Hydro Supply & Other Changes (Estimated) + ($200)
Changes
to FY02-06
Revenue Forecast
13 JChanges in 4(h)(10)(C) and FCCF Fish Credits (Estimated) + $100
Reduction in Hydro Supply in FY04 Due to Below-Average Hydro Conditions in FY03
Reduction in Secondary Revenue Forecast for FY04-06, and
14 |Other Changes (Estimated) + ($550)
15 [New Net Revenue Gap - FY02-06 = ($920)
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in Millions
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Current Projections Compared to June 2001 Expectations - 5 Year Totals

Revenue Losses

Figure 1

Why is the PBL Losing Money?

$715 |

In June, we expected a positive |
net revenue of about $600M for
the FY02-06 period.

Sources of revenue projected
in June 2001 that have not |
materialized:
almost $1,420 million

| T
| = Non-augmentation cost increases above —yp |
— base power rates: about $950 million —
T$370

Non-augmentation cost increases —jp.
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Conservation Programs: $25M
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Benefits to 10U
Residential Customers  (including Corporate G 8A
(Financial Only)
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Corps,Reclamation &  Depreciation, Amortization
Other Generating Projects &Net Interest

Internal Operations Columbia Genera ting
Station

and Shared Services )

Colville Se tie ment Civi

Payment

ilService Retire ment

Terminat ted Projects
(Trojan O&M, WNP1 83
08M)

DSl &CallSO /P X Bad LostGeneration in FY02 Lower Than Average Reduced Fish Credits -
DebtExpense (Total Due to Drought Afier-  Hydro Conditons in FY03  4(h)(10)(C) &FCCF
FY02-03) Effec ts

Reduced Weighted
Average Price
Assumptions for

Secondary Sales

Note: Expense levels above are net of offsetting revenues occurring over the FY02-06 period

& non-operating risk included in the rate case. 2



A4

Figure 2
Why are Rates Higher Today than Over the Last Rate Period?

Total Pressure: Almost $5.3 Billion
5 Year Totals

$3,000
$z,4Q Pool of Dollars Above FY0O1 Actuals
$2,500 .
Total Augmentation Cost is Puttin g Pressure on Rates
over $3.9 Billion

$2,000
7))
c
9
= $1,500 $1,430 Total Benefits to IOU Residential
= Consumers over FYO1 Actuals is
c -
= 1.8 Bill .

$1.8 Billion Internal Operations Expenses
$1,000 Are Meeting FY03-06 Average —
= FYOl Actuals
$500 $370 $370 $320
$90 $70 $70
%0 — $20 $20
Augmentation - Total Augmentation- IOU  Financial Benefits to Fish & Wildlife Depreciati on, Corps, Reclamation  Columbia Generating Civil Service Terminated Proj ects Internal O perati ons
Without IOU Load Load Reduction 10U Residential Expenses (Direct, Amortization & N et & Other Generating Station Retirement Payment (Trojan O&M, (including Corporate
Reduction Purchases Purchases Consumers Indirect & Interest Projects WNP1&3 O &M) G&A and Shared
Reimbursabl es for Services)
Corps &
Reclamation)
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Note: Expense levels above are net of offsetting revenues occurring over the FY02-06 period.
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Figure 3
FYO1 Actual Annual Expense Levels &
Average Annual FY02-06 Expense Levels Over FY0O1 Actuals
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Augmentation - Total Depreciation, Augmentation - IOU  Public Benefits - Columbia Corps/Bureau/Other Financial Benefits to Internal Operations  DSI & CallSO/PX  Colville Settlement
Without IOU Load ~ Amortization & Net Load Reduction Fish & Wildlife Generating Station  Generating Projects 10U Residential ~ (including Corporate Bad Debt Expense
Reduction Interest Purchases Consumers G&A and Shared (Total FY02-03)
Purchases Services) assuming
FY03-06 flat relative
to FYO1

Note: Expense levels above are net of offsetting revenues occurring over the FY02-06 period.
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