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Series 2004-A Bonds and Columbia 2004-C Bonds: In the opinion of Orrick, Herrington & Sutcliffe LLP, Special Tax Counsel, based on an analysis
of existing laws, regulations, rulings and court decisions and assuming, among other matters, the accuracy of certain representations and compliance with
certain covenants, (a) interest on the Series 2004-A Bonds is excluded from gross income for federal income tax purposes under Title XIII of the Tax Reform Act
of 1986, as amended (the “1986 Act”), and Section 103 of the Internal Revenue Code of 1954, as amended (the “1954 Code”) and (b) interest on the Columbia
2004-C Bonds is excluded from gross income for federal income tax purposes under Title XIII of the 1986 Act and Section 103 of the Internal Revenue Code of
1986, as amended (the “1986 Code”). In the further opinion of Special Tax Counsel, interest on the Series 2004-A Bonds and on the Columbia 2004-C Bonds is
not a specific preference item for purposes of the federal individual or corporate alternative minimum taxes, although Special Tax Counsel observes that such
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MATURITIES, PRINCIPAL AMOUNTS, INTEREST RATES AND YIELDS
THE SERIES 2004-A BONDS
$62,485,000 Project 1 Electric Revenue Refunding Bonds

Interest
Amount Rate Yield
$62,485,000 5%% 4.30%
$422,350,000 Columbia Generating Station Electric Revenue Refunding Bonds
Interest
Amount Rate Yield
$77,870,000 5%% 3.28%
6,400,000 3% 3.28
69,225,000 5V 3.53
90,860,000 5% 3.79
38,735,000 5% 3.99
10,000,000 5% 4.05
20,375,000 5% 4.59
88,885,000 S5Ya 472!
20,000,000 S5Ya 478!

$83,835,000 Project 3 Electric Revenue Refunding Bonds

Interest
Amount Rate Yield
$26,490,000 5Ya% 4.42%
26,535,000 S5Ya 454!
30,810,000 5V 4.56

THE SERIES 2004-B (TAXABLE) BONDS
$1,135,000 Project 1 Electric Revenue Refunding Bonds

Interest
Amount Rate Yield
$1,135,000 5% 5.543%

$12,715,000 Columbia Generating Station Electric Revenue and Refunding Bonds

Interest
Amount Rate Yield
$12,715,000 5%:% 5.543%

$1,515,000 Project 3 Electric Revenue Refunding Bonds

Interest
Amount Rate Yield
$1,515,000 5%:% 5.543%

THE COLUMBIA 2004-C BONDS

$26,620,000 Columbia Generating Station Electric Revenue Bonds

Interest
Amount Rate Yield
$1,690,000 5%4% 2.90%
1,780,000 5% 3.28
1,875,000 5Y, 3.59
1,970,000 5Y, 3.85
2,075,000 5Y, 3.99
2,185,000 5Y, 4.17
1,595,000 5Y 430
2,420,000 5Y 448
2,550,000 5% 454!
2,685,000 5% 4.56
2,825,000 5Y, 4.59
2,970,000 5V 472!

Priced to 7/01/2014 call at par.
CUSIP numbers have been assigned to the 2004 Bonds by an organization not affiliated with Energy Northwest and are included for the convenience
of the 2004 Bondowners only. Energy Northwest is not responsible for the selection of the CUSIP numbers, nor any representation as to their

correctness on the 2004 Bonds or as indicated herein.
t  Insured by MBIA Insurance Corporation.
71 Insured by Ambac Assurance Corporation.
11+ Insured by Financial Guaranty Insurance Company.
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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 2004
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, however 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.

Other than with respect to information concerning MBIA Insurance Corporation (“MBIA”’), Ambac Assurance Corporation
(“Ambac”) and Financial Guaranty Insurance Company (“Financial Guaranty”) contained under “SECURITY FOR NET BILLED
BONDS - Bond Insurance,” Appendix K-1 “MBIA Specimen Financial Guaranty Policy”, Appendix K-2 “Ambac Specimen
Financial Guaranty Insurance Policy” and Appendix K-3 “Financial Guaranty Specimen Municipal Bond New Issue Insurance
Policy” herein, none of the information in this Official Statement has been supplied or verified by MBIA, Ambac or Financial
Guaranty and none of MBIA, Ambac or FINANCIAL GUARANTY makes any representation or warranty, express or implied, as to:
(1) the accuracy or completeness of such information; (ii) the validity of the 2004 Bonds, or (iii) the tax exempt status of the interest
on the Series 2004-A Bonds and the Columbia Series 2004-C Bonds.

None of the information herein was provided by the Participants 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. Energy Northwest and Bonneville do not plan to issue any updates or revisions to the forward looking statements.

EERT3 99 ¢

The prospective financial information included in this Official Statement, 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 LLP has neither examined nor compiled such prospective financial information and, accordingly,
PricewaterhouseCoopers LLP does not express an opinion or any other form of assurance with respect thereto. The
PricewaterhouseCoopers LLP reports included in this Official Statement 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.

The Underwriters have provided the following sentence for inclusion in this Official Statement: “The Underwriters have
reviewed the information in this 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.”

IN CONNECTION WITH THE OFFERING OF THE 2004 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
$610,655,000

ENERGY NORTHWEST

$62,485,000 Project 1 Electric Revenue Refunding Bonds, Series 2004-A
$422,350,000 Columbia Generating Station Electric Revenue Refunding Bonds, Series 2004-A
$83,835,000 Project 3 Electric Revenue Refunding Bonds, Series 2004-A
$1,135,000 Project 1 Electric Revenue Refunding Bonds, Series 2004-B (Taxable)
$12,715,000 Columbia Generating Station Electric Revenue and Refunding Bonds, Series 2004-B (Taxable)
$1,515,000 Project 3 Electric Revenue Refunding Bonds, Series 2004-B (Taxable)

$26,620,000 Columbia Generating Station Electric Revenue Bonds, Series 2004-C

INTRODUCTION

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 2004 Bonds (hereinafter defined).

This Introduction is not intended to provide all information material to a prospective purchaser of the 2004 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, 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 $62,485,000 Project 1 Electric Revenue Refunding Bonds,
Series 2004-A (the “Project 1 2004-A Bonds”), $422,350,000 Columbia Generating Station Electric Revenue Refunding Bonds,
Series 2004-A (the “Columbia 2004-A Bonds™), $83,835,000 Project 3 Electric Revenue Refunding Bonds, Series 2004-A (the
“Project 3 2004-A Bonds”, and together with the Project 1 2004-A Bonds and the Columbia 2004-A Bonds, the “Series 2004-A
Bonds”), $1,135,000 Project 1 Electric Revenue Refunding Bonds, Series 2004-B (Taxable) (the “Project 1 2004-B (Taxable)
Bonds”), $12,715,000 Columbia Generating Station Electric Revenue and Refunding Bonds, Series 2004-B (Taxable) (the
“Columbia 2004-B (Taxable) Bonds”), $1,515,000 Project 3 Electric Revenue Refunding Bonds, Series 2004-B (Taxable) (the
“Project 3 2004-B (Taxable) Bonds”, and together with the Project 1 2004-B (Taxable) Bonds and the Columbia 2004-B
(Taxable) Bonds, the “Series 2004-B (Taxable) Bonds™) and $26,620,000 Columbia Generating Station Electric Revenue Bonds,
Series 2004-C (the “Columbia 2004-C Bonds™). The Series 2004-A Bonds, Series 2004-B (Taxable) Bonds and Columbia 2004-
C Bonds are together referred to herein as the “2004 Bonds.”

The Project 1 2004-A Bonds are being issued pursuant to Chapters 39.46, 39.53 and 43.52 of the Revised Code of
Washington, as amended (the “Act”) and Resolution No. 835, adopted on November 23, 1993 (as amended and supplemented,
the “Project 1 Electric Revenue Bond Resolution”) for the purpose of refunding certain indebtedness of Energy Northwest,
including certain indebtedness currently outstanding under Resolution No. 769, adopted September 18, 1975 (as amended and
supplemented the “Project 1 Prior Lien Resolution”) and certain indebtedness currently outstanding under the Project 1 Electric
Revenue Bond Resolution. The Project 1 2004-B (Taxable) Bonds (together with the Project 1 2004-A Bonds, the “Project 1
2004 Bonds”) are being issued pursuant to the Act and the Project 1 Electric Revenue Bond Resolution to pay certain costs of
issuance and other refunding costs relating to the Project 1 2004 Bonds. 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 Columbia 2004-A Bonds are being issued pursuant to the Act and Resolution No. 1042, adopted on October 23,
1997 (as amended and supplemented, the “Columbia Electric Revenue Bond Resolution”) for the purpose of refunding certain
indebtedness of Energy Northwest, including indebtedness currently outstanding under Resolution No. 640, adopted June 26,
1973 (as amended and supplemented, the “Columbia Prior Lien Resolution™) and certain indebtedness currently outstanding
under the Columbia Electric Revenue Bond Resolution. The Columbia 2004-B (Taxable) Bonds are being issued pursuant to the
Act and the Columbia Electric Revenue Bond Resolution to pay certain costs of issuance and other refunding costs relating to the



Columbia 2004-A Bonds and the Columbia 2004-B (Taxable) Bonds and to finance a portion of the cost of certain capital
improvements at the hereinafter defined Columbia Generating Station. The Columbia 2004-C Bonds (together with the
Columbia 2004-A Bonds and the Columbia 2004-B (Taxable) Bonds, the “Columbia 2004 Bonds”) are being issued pursuant to
the Act and the Columbia Electric Revenue Bond Resolution to finance a portion of the cost of certain capital improvements at
the Columbia Generating Station and to pay certain costs of issuance related to the Columbia 2004-C Bonds. 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 Project 3 2004-A Bonds are being issued pursuant to the Act and Resolution No. 838 adopted on November 23,
1993 (as amended and supplemented, the “Project 3 Electric Revenue Bond Resolution,” and together with the Project 1 Electric
Revenue Bond Resolution and the Columbia Electric Revenue Bond Resolution, the “Electric Revenue Bond Resolutions™) for
the purpose of refunding certain indebtedness of Energy Northwest, including certain indebtedness currently outstanding under
Resolution No. 775, adopted on December 3, 1975 (as amended and supplemented, the “Project 3 Prior Lien Resolution”, and
together with the Project 1 Prior Lien Resolution and the Columbia Prior Lien Resolution, the “Prior Lien Resolutions”). The
Project 3 2004-B (Taxable) Bonds (together with the Project 3 2004-A Bonds, the “Project 3 2004 Bonds™) are being issued
pursuant to the Act and the Project 3 Electric Revenue Bond Resolution to pay certain costs of issuance and other refunding costs
relating to the Project 3 2004 Bonds. Bonds issued pursuant to the Project 3 Prior Lien Resolution are referred to herein as the
“Project 3 Prior Lien Bonds,” and together with the Project 1 Prior Lien Bonds and the Columbia Prior Lien Bonds are
collectively referred to herein as the “Prior Lien Bonds.” Bonds issued pursuant to the Project 3 Electric Revenue Bond
Resolution are referred to herein as the “Project 3 Electric Revenue Bonds,” and together with the Project 1 Electric Revenue
Bonds and the Columbia Electric Revenue Bonds are collectively referred to herein as the “Electric Revenue Bonds.”

The Prior Lien Bonds, the Electric Revenue Bonds, including the 2004 Bonds, and any bonds or notes issued pursuant
to the hereinafter defined Separate Subordinated Resolutions are collectively referred to herein as the “Net Billed Bonds.”

For additional information relating to the indebtedness to be refunded and other purposes of issuance, see “PURPOSE
OF ISSUANCE?” 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 18 members, consisting of 15 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
(“Columbia Generating Station” or “Columbia”), formerly known as Nuclear Project No. 2, with a net design electric 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 49 turbines with a maximum generating capacity of approximately 64 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 17’), 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, but site restoration activities coordinated with the United States Department of Energy
(“DOE”) are continuing. Projects 1 and 3 were terminated in 1994 and Projects 4 and 5 were terminated in 1982. For
discussions concerning the termination of Projects Nos. 1, 3, 4 and 5, see “ENERGY NORTHWEST — PROJECT 1,” “—
PROJECT 3,” and “— PROJECTS 4 and 5” in this Official Statement. Projects 1 and 3 and Columbia are collectively referred to
herein as the “Net Billed Projects.” Each of Projects 1 and 3 and Columbia is financed and accounted for as a separate utility
system. Projects 4 and 5 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. For additional information
relating to Energy Northwest, see “ENERGY NORTHWEST” in this Official Statement.

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 and 3 and Columbia. As more fully discussed under
“SECURITY FOR THE NET BILLED BONDS — NET BILLING AND RELATED 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 or 3 or Columbia.



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 Appendix A — “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 2004 BONDS

The Project 1 2004 Bonds are special revenue obligations of Energy Northwest issued pursuant to the Project 1 Electric
Revenue Bond Resolution. The Project 1 2004 Bonds are secured on a subordinated basis to the Project 1 Prior Lien Bonds
which are outstanding under the Project 1 Prior Lien Resolution by a pledge of all receipts, income and revenues derived by
Energy Northwest from the ownership of Project 1. The Project 1 2004 Bonds are secured on parity with Project 1 Electric
Revenue Bonds which are outstanding pursuant to the Project 1 Electric Revenue Bond Resolution and will be secured on a
parity with any additional bonds, notes or other obligations of Energy Northwest that are secured pursuant to the Project 1
Electric Revenue Bond Resolution or any Project 1 Separate Subordinated Resolution.

The Columbia 2004 Bonds are special revenue obligations of Energy Northwest issued pursuant to the Columbia
Electric Revenue Bond Resolution. The Columbia 2004 Bonds are secured on a subordinated basis to the Columbia Prior Lien
Bonds which are outstanding under the Columbia Prior Lien Resolution by a pledge of all receipts, income and revenues derived
by Energy Northwest from the ownership and operation of Columbia. The Columbia 2004 Bonds are secured on parity with the
Columbia Electric Revenue Bonds which are outstanding pursuant to the Columbia Electric Revenue Bond Resolution and will
be secured on a parity with any additional bonds, notes or other obligations of Energy Northwest that are secured pursuant to the
Columbia Electric Revenue Bond Resolution or any Columbia Separate Subordinated Resolution.

The Project 3 2004 Bonds are special revenue obligations of Energy Northwest issued pursuant to the Project 3 Electric
Revenue Bond Resolution. The Project 3 2004 Bonds are secured on a subordinated basis to the Project 3 Prior Lien Bonds
which are outstanding under the Project 3 Prior Lien Resolution by a pledge of all receipts, income and revenues derived by
Energy Northwest from the ownership of Project 3. The Project 3 2004 Bonds are secured on parity with the Project 3 Electric
Revenue Bonds which are outstanding pursuant to the Project 3 Electric Revenue Bond Resolution and will be secured on a
parity with any additional bonds, notes or other obligations of Energy Northwest that are secured pursuant to the Project 3
Electric Revenue Bond Resolution or any Project 3 Separate Subordinated Resolution.

There are no restrictions under the Electric Revenue Bond Resolutions on the issuance of debt pursuant to any of the
above mentioned Separate Subordinated Resolutions, other than the Net Billing Agreements and the other Project agreements
being in effect and no event of default is existing under the applicable Electric Revenue Bond Resolution. See “SECURITY
FOR THE NET BILLED BONDS — ADDITIONAL INDEBTEDNESS” in this Official Statement.

Energy Northwest has covenanted that it 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.

The 2004 Bonds are secured on a subordinated basis to the Prior Lien Bonds from amounts derived pursuant to Net
Billing Agreements with and through Bonneville 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 2004-A Bonds, Series



2004-B (Taxable) Bonds or the Columbia 2004-C Bonds, respectively. Accordingly, the owners of the 2004 Bonds issued for a
particular Project will have no claim on the receipts, income and revenues securing any other Energy Northwest Project.

For further information, see “SECURITY FOR THE NET BILLED BONDS” in this Official Statement. For further
information on the Net Billed Bonds outstanding as of May 1, 2004, see “ENERGY NORTHWEST-ENERGY NORTHWEST
INDEBTEDNESS” 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 Prior Lien Resolution and Electric Revenue Bond Resolution related to such Net Billed Project 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
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 AND RELATED AGREEMENTS,” “LEGAL MATTERS” and Appendix G — “SUMMARY OF CERTAIN
PROVISIONS OF RELATED CONTRACTS” in this Official Statement. For information with respect to Bonneville, see
Appendix A — “THE BONNEVILLE POWER ADMINISTRATION.”

DESCRIPTION OF THE 2004 BONDS
GENERAL

The 2004 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 January 1, 2005, at the rates shown on the inside cover of this Official
Statement. Interest on the 2004 Bonds will be calculated based on a 360-day year, consisting of twelve 30 day months. BNY
Western Trust Company, Seattle, Washington, has been appointed the Trustee, Paying Agent and Registrar for the 2004 Bonds
(collectively, the “Trustee”). For so long as the 2004 Bonds are registered in the name of Cede & Co. (as nominee of The
Depository Trust Company, New York, New York ("DTC")) or its registered assigns, payments of principal and interest shall be
made in accordance with the operational arrangements of DTC. In the event that the 2004 Bonds are no longer registered in the
name of Cede & Co., interest on the 2004 Bonds is payable by check or draft mailed to the Registered Owners thereof by the
Trustee at the addresses appearing on the registration books on the 15™ day of the month preceding the interest payment date.
Principal of the 2004 Bonds is payable at the office of the Trustee in Seattle, Washington; provided, however, that upon the
written request of a Registered Owner of at least $1,000,000 in aggregate principal amount of a Series of the 2004 Bonds



outstanding delivered to the Trustee, interest will be paid by wire transfer on the date due to an account with a bank located in the
United States.

Book-Entry Only System; Transferability and Registration

The 2004 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 2004 Bonds will not receive certificates representing their interests in such 2004
Bonds purchased, except as described in Appendix I — “BOOK-ENTRY ONLY SYSTEM.” DTC will act as securities
depository (“Securities Depository”) for each Series of 2004 Bonds. As discussed in Appendix I — “BOOK-ENTRY ONLY
SYSTEM,” transfers of ownership interests in the 2004 Bonds will be accomplished by book entries made by DTC and, in turn,
by DTC Participants acting on behalf of Beneficial Owners of the 2004 Bonds. Energy Northwest, the Trustee and any other
person may treat the Registered Owner of any 2004 Bond as the absolute owner of such 2004 Bond for the purpose of making
payment thereof and for all other purposes and Energy Northwest and the Trustee shall not be bound by any notice or knowledge
to the contrary, whether such 2004 Bond shall be overdue or not. All payments of or on account of interest or principal to any
Registered Owner of any such 2004 Bond shall be valid and effectual and shall be a discharge of Energy Northwest and the
Trustee in respect of the liability upon such 2004 Bond, to the extent of the sum or sums paid.

When 2004 Bonds are registered in the name of Cede & Co., as nominee of DTC, Energy Northwest and the Trustee
shall have no responsibility or obligation to any Participant (as defined in Appendix I — “BOOK-ENTRY ONLY SYSTEM”) or
to any person on behalf of whom a Participant holds an interest in the 2004 Bonds with respect to (1) the accuracy of the records
of DTC, Cede & Co. or any Participant with respect to any ownership interest in the 2004 Bonds, (2) the delivery to any
Participant or any other person, other than a Registered Owner as shown on the Bond Register, of any notice with respect to the
2004 Bonds, including any notice of redemption, (3) the payment to any Participant or any other person, other than a Registered
Owner as shown on the bond register, of any amount with respect to principal of, premium, if any, or interest on the 2004 Bonds,
(4) the selection by DTC or any Participant of any person to receive payment in the event of a partial redemption of the 2004
Bonds, (5) any consent given or action taken by DTC as Registered Owner, or (6) any other matter. Energy Northwest and the
Trustee may treat and consider Cede & Co., in whose name each 2004 Bond is registered, as the holder and absolute owner of
such 2004 Bond for the purpose of payment, giving notices of redemption and other matters.

Discontinuation of Book-Entry Transfer System

If Energy Northwest has determined to discontinue the book-entry system of transfer, Energy Northwest shall execute,
authenticate and deliver at no cost to the beneficial owners of the 2004 Bonds, 2004 Bonds in fully registered form, in the
denomination of $5,000 or any integral multiple thereof. Thereafter, the principal of the 2004 Bonds shall be payable upon due
presentment and surrender thereof at the principal office of the Trustee and interest on the 2004 Bonds will be payable by check
or draft mailed to the persons in whose names such 2004 Bonds are registered, at the address appearing upon the registration
books on the 15th day of the month next preceding an interest payment date. If the book-entry transfer system for the 2004
Bonds is discontinued, registered ownership of any 2004 Bond may be transferred or exchanged by surrendering such Bond to
the Trustee, with the assignment form appearing on the Bond duly executed. The Trustee shall not be required to transfer any
2004 Bond during the 15 days preceding an interest payment or redemption date.

REDEMPTION
Optional Redemption
The Project 1 2004 Bonds are not subject to redemption prior to maturity.

The Columbia 2004-C Bonds maturing on July 1, 2015 and the Columbia 2004-A Bonds and the Columbia 2004-C
Bonds maturing on July 1, 2018 will be subject to redemption prior to maturity at the option of Energy Northwest on and after
July 1, 2014, in whole or in part at any time (in such order of maturity as is selected by Energy Northwest and within a maturity
in such manner as DTC or the Trustee, as appropriate, shall determine) at a redemption price equal to the principal amount of
such Bonds to be redeemed, together with accrued interest to the redemption date.

The Project 3 2004-A Bonds maturing on July 1, 2015 will be subject to redemption prior to maturity at the option of
Energy Northwest on and after July 1, 2014, in whole or in part at any time (in such order of maturity as is selected by Energy
Northwest and within a maturity in such manner as DTC or the Trustee, as appropriate, shall determine) at a redemption price
equal to the principal amount of such Bonds to be redeemed, together with accrued interest to the redemption date.

The Series 2004-B (Taxable) Bonds are not subject to redemption prior to maturity.
Notice of Redemption

Notice of redemption of any Series of the 2004 Bonds is to be given by the Trustee by first-class mail not less than 30
days nor more than 60 days before the redemption date to the Registered Owners of the 2004 Bonds which are to be redeemed at
their last addresses shown on the registration books for the 2004 Bonds. Such notice shall be deemed conclusively to be received
by the Registered Owners of the 2004 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 2004 Bonds being redeemed. Notice of



redemption having been given as described above, unless cancelled as described below, the 2004 Bonds called for redemption
shall become due and payable on the redemption date specified in such notice and interest thereon shall cease to accrue from and
after the redemption date, if moneys sufficient for the redemption of the 2004 Bonds to be redeemed, together with interest
thereon to the redemption date, are held by the Trustee for such 2004 Bonds on the redemption date and the 2004 Bonds (or such
portions thereof) shall cease to be entitled to any benefit or security under the applicable resolutions. Energy Northwest may
cancel notice of an optional redemption prior to the designated redemption date by giving written notice of such cancellation to
all parties who were given notice of redemption in the same manner as such notice was given.

For so long as a book-entry only system is in effect with respect to the 2004 Bonds, the Trustee will mail notices of
redemption to DTC or its nominee or its successor, and, if less than all of the 2004 Bonds of a maturity are to be redeemed, DTC
or its successor and Participants and Indirect Participants (as such terms are defined in Appendix I — “BOOK-ENTRY ONLY
SYSTEM?”) will determine the particular ownership interests of 2004 Bonds to be redeemed. Any failure of DTC or its successor
or a Participant or Indirect Participant to do so, or to notify a Beneficial Owner of a 2004 Bond of any redemption, will not affect
the sufficiency or the validity or the redemption of 2004 Bonds.

Neither Energy Northwest, the Trustee nor the Underwriters can give any assurance that DTC, the Participants or the
Indirect Participants will distribute such redemption notices to the Beneficial Owners of the Series 2004-A Bonds or the
Columbia 2004-C Bonds, or that they will do so on a timely basis.

Open Market Purchases
Energy Northwest has preserved the right to purchase any 2004 Bonds on the open market at any time and at any price.
DEFEASANCE

The liens, pledges, charges, trusts, covenants and agreements of Energy Northwest made or provided for in the Electric
Revenue Bond Resolutions shall be fully discharged and satisfied as to any related 2004 Bond and such 2004 Bond shall no
longer be deemed to be outstanding under the Electric Revenue Bond Resolutions when payment of principal of and premium, if
any, on such related 2004 Bond, plus interest on such principal to the date thereof shall have been made or shall have been
provided for by irrevocably depositing with the Trustee or a paying agent for such 2004 Bond, in trust, and irrevocably
appropriating and setting aside exclusively for such payment, either (1) moneys sufficient to make such payment, or (2) specified
“defeasance obligations” maturing or redeemable at the option of the owner thereof, as to principal and interest in such amount
and at such times as will assure the availability of sufficient moneys to make such payment, together with all necessary and
proper fees, compensation and expenses of the Trustee and the paying agents pertaining to such 2004 Bonds. See Appendix H-1,
“SUMMARY OF CERTAIN PROVISIONS OF ELECTRIC REVENUE BOND RESOLUTIONS AND SUPPLEMENTAL
ELECTRIC REVENUE BOND RESOLUTIONS — Defeasance (Article XI)” for a discussion of defeasance of the 2004 Bonds.

PURPOSE OF ISSUANCE
REFUNDING PROGRAM

In 2000, Bonneville presented its Debt Optimization Proposal (“Bonneville Proposal”) to Energy Northwest. The
Bonneville Proposal involves the extension of the final maturity to 2018 of outstanding Columbia Net Billed Bonds coming due
prior to 2012 through a series of refunding bond issues. A portion of the Columbia 2004-A Bonds and the Columbia 2004-B
(Taxable) Bonds are being issued for such purpose. 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 and 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 outstanding Projects 1 and 3 Net Billed Bonds through
the extension of the maturity of such Bonds as a refinancing program objective for any future refinancing of such Bonds. The
Project 1 2004-A Bonds, the Project 1 2004-B (Taxable) Bonds, the Project 3 2004-A Bonds and the Project 3 2004-B (Taxable)
Bonds are being issued for such purpose. An additional objective of the refinancing program is to advance refund outstanding,
noncallable Net Billed Bonds when deemed appropriate by Energy Northwest and Bonneville.

In furtherance of the Refunding Program, in July 2003, Citibank, N.A. extended a line of credit to Energy Northwest
for each of the Net Billed Projects pursuant to three separate Credit Agreements. Under the Project 1, Columbia and Project 3
Credit Agreements, Energy Northwest may borrow up to $55,720,000, $129,030,000 and $63,835,000, respectively, from time to
time during the period from July 25, 2003 to June 25, 2004. Proceeds of advances made under a Credit Agreement 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, 2004 issued to finance such Project. Energy
Northwest’s obligation to repay advances under a Credit Agreement is evidenced by a note (the “Promissory Note”) authorized to
be executed and delivered by Energy Northwest pursuant to the related Separate Subordinated Resolution. As of May 1, 2004,
Energy Northwest had borrowed $46,433,333.30, $105,585,675.50 and $48,834,316.68 under the Project 1, Columbia and
Project 3 Credit Agreements, respectively. Energy Northwest expects to borrow additional amounts prior to the issuance of the
2004 Bonds. Each Promissory Note is secured on a parity with Electric Revenue Bonds 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 2004-A Bonds is to be applied to pay the Promissory Notes.

In addition, Energy Northwest expects to enter into credit agreements with Citibank, N.A. in July 2004, substantially
similar to the Credit Agreements entered into in 2003, for the purpose of extending the maturity of the Net Billed Bonds maturing
in 2005.

REFUNDED OBLIGATIONS

The Project 1 2004-A Bonds are being issued for the purpose (directly or indirectly through repayment of the
$51,076,666.63 Project 1 Promissory Note) of refunding (i) $55,720,000.00 aggregate principal amount of the Project 1 Prior
Lien Bonds and (ii) $11,190,000.00 aggregate principal amount of the Project 1 Electric Revenue Bonds.

The Columbia 2004-A Bonds are being issued for the purpose (directly or indirectly through repayment of the
$117,307,837.75 Columbia Promissory Note) of refunding (i) $444,395,000.00 aggregate principal amount of the Columbia
Prior Lien Bonds and (ii) $6,030,000.00 aggregate principal amount of the Columbia Electric Revenue Bonds.

The Project 3 2004-A Bonds are being issued for the purpose (directly or indirectly through repayment of the
$56,334,658.35 Project 3 Promissory Note) of refunding (i) $63,835,000.00 aggregate principal amount of Project 3 Prior Lien
Bonds and (ii) $25,240,000.00 aggregate principal amount of Project 3 Electric Revenue Bonds.

The Project 1 2004-B (Taxable) Bonds are being issued for the purpose of paying costs relating to the issuance of the
Project 1 2004-A Bonds and Project 1 2004-B (Taxable) 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.

The Columbia 2004-B (Taxable) Bonds are being issued for the purpose of paying certain costs relating to the issuance
of the Columbia 2004-A Bonds and Columbia 2004-B (Taxable) Bonds as well as certain costs relating to the refunding of
certain of the Columbia Prior Lien Bonds and Columbia Electric Revenue Bonds, and to finance a portion of the cost of certain
capital improvements at the Columbia Generating Station. See “PURPOSE OF ISSUANCE — COLUMBIA 2004-C BONDS”
for additional information with respect to the capital improvements to be financed from a portion of the proceeds of the Columbia
2004-B (Taxable) Bonds.

The Project 3 2004-B (Taxable) Bonds are being issued for the purpose of paying costs relating to the issuance of the
Project 3 2004-A Bonds and the Project 3 2004-B (Taxable) 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.

A major portion of the proceeds of the Series 2004-A Bonds and the Series 2004-B (Taxable) 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, if any, of all of the Prior Lien
Bonds and Electric Revenue Bonds to be refunded as set forth in the table below and to pay interest on all Prior Lien Bonds and
fixed rate Electric Revenue Bonds to be refunded 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 Prior Lien Bonds and Electric Revenue Bonds to be refunded pursuant to escrow agreements
between Energy Northwest and the Bond Fund Trustee for each of such Series of Prior Lien Bonds and Electric Revenue Bonds
to be refunded. At the time of such deposit, Energy Northwest shall direct the Bond Fund Trustee for each of the Series of the
Prior Lien Bonds and Electric Revenue Bonds to be redeemed, if any, to give notice of redemption of such Prior Lien Bonds and
Electric Revenue Bonds.

The accuracy of (1) the arithmetical computations as to the adequacy of the principal of and interest on the Investment
Securities, together with other available funds, to pay the principal or redemption price, if any, of the Prior Lien Bonds and
Electric Revenue Bonds to be refunded and to pay interest on all Prior Lien Bonds and fixed rate Electric Revenue Bonds to be
refunded to the date of their retirement, and (2) the mathematical computations of the yields on the Series 2004-A Bonds and the
Series 2004-B (Taxable) Bonds and the adjusted yields on the investments acquired with the proceeds of the Series 2004-A
Bonds and the Series 2004-B (Taxable) Bonds will be verified by Bond Logistix LLC.

Information relating to the Prior Lien Bonds and Electric Revenue Bonds to be paid or redeemed with the proceeds of
the 2004 Bonds and other funds is set forth as follows:



Prior Lien Bonds:

Maturity Interest Payment/ Redemption

Project Series Amount (July 1) Rate Redemption Date Price
1 1992A $640,000 2004 5.90% July 1, 2004 N/A

1 1993A 16,435,000 2004 5.50 July 1, 2004 N/A

1 1993B 3,240,000 2004 5.10 July 1, 2004 N/A

1 1993C 1,630,000 2004 4.90 July 1, 2004 N/A

1 1996A 12,975,000 2004 5.50 July 1, 2004 N/A

1 1996B 19,185,000 2004 6.00 July 1, 2004 N/A

1 1996C 415,000 2004 5.00 July 1, 2004 N/A

1 1997B 930,000 2004 5.00 July 1, 2004 N/A

1 1998A 270,000 2004 5.00 July 1, 2004 N/A
Columbia 1990C 18,100,000* 2004 0.00 July 1, 2004 N/A
Columbia 1992A 1,070,000 2004 5.90 July 1, 2004 N/A
Columbia 1993A 14,055,000 2004 5.50 July 1, 2004 N/A
Columbia 1994A 70,170,000 2004 4.80 July 1, 2004 N/A
Columbia 1994A 89,410,000 2008 5.25 July 2, 2004 102%
Columbia 1994A 74,730,000 2009 5.00 July 2, 2004 102%
Columbia 1994A 96,465,000 2010 5.375 July 2, 2004 102%
Columbia 1994A 54,760,000 2011 5.375 July 2, 2004 102%
Columbia 1996A 19,885,000 2004 5.50 July 1, 2004 N/A
Columbia 1997B 5,000,000 2004 5.50 July 1, 2004 N/A
Columbia 1998A 750,000 2004 5.00 July 1, 2004 N/A
3 1989A 4,125,000* 2004 0.00 July 1, 2004 N/A

3 1989B 25,000,000* 2004 0.00 July 1, 2004 N/A

3 1990B 12,000,000* 2004 0.00 July 1, 2004 N/A

3 1993B 9,100,000 2004 5.10 July 1, 2004 N/A

3 1993C 7,240,000 2004 4.90 July 1, 2004 N/A

3 1996A 320,000 2004 5.50 July 1, 2004 N/A

3 1997A 525,000 2004 5.00 July 1, 2004 N/A

3 1998A 5,525,000 2004 5.00 July 1, 2004 N/A

Electric Revenue Bonds:
Maturity Interest Payment/ Redemption

Project Series Amount (July 1) Rate Redemption Date Price
1 1993-1A $5,590,000 2017 Variable July 1, 2004 100%

1 2001-A 5,600,000 2004 5.50% July 1, 2004 N/A
Columbia 1997-2A 6,030,000 2012 Variable July 1, 2004 100%
3 1993-3A 930,000 2018 Variable July 1, 2004 100%

3 1998-3A 5,680,000 2018 Variable July 1, 2004 100%

3 2001-A 18,630,000 2004 5.00% July 1, 2004 N/A

* Matured Value of Compound Interest Bonds.

COLUMBIA 2004-C BONDS

The Columbia 2004-C Bonds are being issued to finance a portion of the costs incurred or planned to be incurred
during fiscal years 2004 and 2005 of certain capital improvements at Columbia and to pay costs of issuance relating to the
Columbia 2004-C Bonds. The capital improvements at Columbia include security projects, jet pump modification, replacement
of process radiation monitors, upgrade the CPU/MUX, independent spent fuel storage cask loading, critical spares, installation of
hydrogen water chemistry system, emergency diesel generator power to battery chargers, and replacement of various pieces of

equipment.



ESTIMATED SOURCES AND USES OF FUNDS

SOURCES OF FUNDS:

Project 1
Principal of Project 1 2004-A BONAS .....c..ccueiiiiiiiiiniieeeeeseee ettt

Principal of Project 1 2004-B (Taxable) Bonds .........c.cocoviiiiiiiiiiiiininiicecneneceteeeese e
Net Original Issue Premium Project 1 BONdS ........ccvevieiieiiiieiecieeieceeseeee et
Moneys Available Under Project 1 Prior Lien ReSOIUtION. .......coueriiiiiiiiniiiiiiicieiecteeececseee e
TOAL .ttt a e a et e et eb bt sttt eae e een

Columbia

Principal of Columbia 2004-A BONAS........ccoeiierieiieiieeieiereeiese ettt ste et st eaestesssesseessessesssenseessensensenns
Principal of Columbia 2004-B (Taxable) BONAS .........cccoeiieriiiieieiieiesieetesieceeie e sre v see e
Principal of Columbia 2004-C BONAS.......c..eoerieieieiietiitiieeie ettt ettt ene b nean
Net Original Issue Premium Columbia BONdS.........cccoiiiiiieiiiiiiiiieeee e
Moneys Available Under Columbia Prior Lien ReSOIUtION .......ccevveeieriieieiiiieiiciciecceeeeee e
Total

Project 3
Principal of Project 3 2004-A BONAS .....c..eeiiiuiiiiiiiieieeietesee ettt sttt st sb et eae

Principal of Project 3 2004-B (Taxable) BONAS.......cccooiiiiiiiiiiiieieieceeeteeee et
Net Original Issue Premium Project 3 Bonds ..........coccoiriiiiiiiinininiicieencseneceeeeteie st

Moneys Available Under Project 3 Prior Lien ReSOIUtION.........ccvevveiieriieieieiiieieeceesceee e
Total

USES OF FUNDS:

Project 1
Deposit with escrow trustee for refunded Project 1 Prior Lien Bonds.........cccccvevvieieniinienienieieneeiesceieiene

Deposit with escrow trustees for refunded Project 1 Electric Revenue Bonds ...

Project 1 Promissory NOte REPayMENT ........cociiuiiiriirieieiieiiiteet ettt st eenea
Costs of Issuance including Underwriters” COMPENSALION .........cevueeueerierieriieieieriieienteeieseeeeeseeeeressesneensesnes

Columbia

Deposit with escrow trustee for refunded Columbia Prior Lien Bonds .........ccccocveviiviiienieciininieiecieieeens
Deposit with escrow trustee for refunded Columbia Electric Revenue Bonds..........ccceeveiiiiiiiicicnccnne.
Columbia Promissory Note REPAYMENL ........ccueoieiiiiiiiiieeieieieic ettt
CaPItal IMPIOVEITIEIIS. ... .eiuteiieiieteeiteiteete ettt ettt ettt e bt ett e bt eate bt eate st e este bt eatenbesbtenbeebtetesbeenbesbeenseneeens

Project 3
Deposit with escrow trustee for refunded Project 3 Prior Lien Bonds.........cccoeeieniiiininencnieneneicneene

Deposit with escrow trustees for refunded Project 3 Electric Revenue Bonds ..........cccoeveeiinienininiienenen.

Project 3 Promissory Note REPAYIMENL ........cc.ccoeoiiiririiniinieiiiicientcnetet ettt
Costs of Issuance including Underwriters” COMPENSALION .........cevuerueerueruierierieeieniieienieseteneeseeenseseeessesseennenes

$ 62,485,000.00
1,135,000.00
4,417,306.60
52.381.779.13
$120,419,085.73

$422,350,000.00
12,715,000.00
26,620,000.00
29,773,430.45
126,596.516.31
$618,054,946.76

$ 83,835,000.00
1,515,000.00
5,232,980.55
56.847.900.00
$147,430,880.55

$57,240,845.27
11,335,029.67
51,076,666.63
766.544.16
$120,419,085.73

$461,459,369.32
6,025,231.75
117,307,837.75
28,800,000.00

4,462.,507.94
$618,054,946.76

$64,353,555.52
25,685,423.64
56,334,658.35
1,057.243.04
$147,430,880.55



SECURITY FOR THE NET BILLED BONDS
PLEDGE OF REVENUES AND PRIORITY

The Project 1 2004 Bonds are special revenue obligations of Energy Northwest issued pursuant to the Project 1 Electric
Revenue Bond Resolution and are secured by a pledge of the receipts, income and revenues derived by Energy Northwest from
the ownership of Project 1 which pledge is subject, so long as any of the Project 1 Prior Lien Bonds remain outstanding
($948,610,000 of which were outstanding as of May 1, 2004), to the lien and pledge of the Project 1 Prior Lien Resolution. The
Project 1 2004 Bonds are a charge on the receipts, income and revenues of Project 1 subordinate to the payments to be made into
the Bond Fund, the Fuel Fund and the Reserve and Contingency Fund established pursuant to the Project 1 Prior Lien Resolution
and payments required to be made under the Project 1 Prior Lien Resolution with respect to Energy Northwest’s cost of operating
and maintaining Project 1, and amounts required for the payment of taxes, assessments and other governmental charges or
payments in lieu thereof. The Project 1 2004 Bonds are also secured by a pledge of the proceeds of the sale of Project 1 Electric
Revenue Bonds, pending application thereof in accordance with the provisions of the Project 1 Electric Revenue Bond
Resolution, and the Debt Service Fund created pursuant to the Project 1 Electric Revenue Bond Resolution, including the
investments, if any, therein. Under the Project 1 Electric Revenue Bond Resolution, the Project 1 2004 Bonds will be secured on
a parity with any bonds, notes or other obligations heretofore or hereafter issued by Energy Northwest for Project 1 or other
obligations of Energy Northwest that are secured pursuant thereto or pursuant to any Project 1 Separate Subordinated Resolution.
There were outstanding as of May 1, 2004, $1,032,005,000 principal amount of Project 1 Electric Revenue Bonds.

The Columbia 2004 Bonds are special revenue obligations of Energy Northwest issued pursuant to the Columbia
Electric Revenue Bond Resolution and are secured by a pledge of the receipts, income and revenues derived by Energy
Northwest from the ownership of Columbia which pledge is subject, so long as any of the Columbia Prior Lien Bonds remain
outstanding ($1,351,167,164 of which were outstanding as of May 1, 2004), to the lien and pledge of the Columbia Prior Lien
Resolution. The Columbia 2004 Bonds are a charge on the receipts, income and revenues of Columbia subordinate to the
payments to be made into the Bond Fund, the Fuel Fund and the Reserve and Contingency Fund established pursuant to the
Columbia Prior Lien Resolution and payments required to be made under the Columbia Prior Lien Resolution with respect to
Energy Northwest’s cost of operating and maintaining Columbia, and amounts required for the payment of taxes, assessments
and other governmental charges or payments in lieu thereof. The Columbia 2004 Bonds are also secured by a pledge of the
proceeds of the sale of Columbia Electric Revenue Bonds, pending application thereof in accordance with the provisions of the
Columbia Electric Revenue Bond Resolution, and the Debt Service Fund created pursuant to the Columbia Electric Revenue
Bond Resolution, including the investments, if any, therein. Under the Columbia Electric Revenue Bond Resolution, the
Columbia 2004 Bonds will be secured on a parity with any bonds, notes or other obligations heretofore or hereafter issued by
Energy Northwest for Columbia or other obligations of Energy Northwest that are secured pursuant thereto or pursuant to any
Columbia Separate Subordinated Resolution. There were outstanding as of May 1, 2004, $818,410,000 principal amount of
Columbia Electric Revenue Bonds.

The Project 3 2004 Bonds are special revenue obligations of Energy Northwest issued under and pursuant to the Project
3 Electric Revenue Bond Resolution and are secured by a pledge of the receipts, income and revenues derived by Energy
Northwest from the ownership of Project 3 which pledge is subject, so long as any of the Project 3 Prior Lien Bonds remain
outstanding ($907,415,973 of which were outstanding as of May 1, 2004), to the lien and pledge of the Project 3 Prior Lien
Resolution. The Project 3 2004 Bonds are a charge on the receipts, income and revenues of Project 3 subordinate to the
payments to be made into the Bond Fund, the Fuel Fund and the Reserve and Contingency Fund established pursuant to the
Project 3 Prior Lien Resolution and payments required to be made under the Project 3 Prior Lien Resolution with respect to
Energy Northwest’s cost of operating and maintaining Project 3, and amounts required for the payment of taxes, assessments and
other governmental charges or payments in lieu thereof. The Project 3 2004 Bonds are also secured by a pledge of the proceeds
of the sale of Project 3 Electric Revenue Bonds, pending application thereof in accordance with the provisions of the Project 3
Electric Revenue Bond Resolution, and the Debt Service Fund created pursuant to the Project 3 Electric Revenue Bond
Resolution, including the investments, if any, therein. Under the Project 3 Electric Revenue Bond Resolution, the Project 3 2004
Bonds will be secured on a parity with any bonds, notes or other obligations 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. There were outstanding as of May 1, 2004, $1,004,980,000 principal amount of Project 3 Electric Revenue Bonds.

Energy Northwest has covenanted with the owners of the Electric Revenue Bonds that it 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.

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
Bonneville and from cash payments from the Bonneville Fund) are the primary source of payment for the Project 1 2004 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,
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amounts sufficient to pay the principal of and premium, if any, and interest on the Project 1 Electric Revenue Bonds, including
the Project 1 2004 Bonds. See “NET BILLING AND RELATED AGREEMENTS” below.

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 the primary source of payment for the Columbia 2004 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 2004 Bonds. See “NET BILLING AND RELATED AGREEMENTS” below.

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 the primary source of payment for the Project 3 2004 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 3 2004 Bonds. See “NET BILLING AND RELATED AGREEMENTS” below.

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 Appendix A — “THE BONNEVILLE POWER
ADMINISTRATION — BONNEVILLE FINANCIAL OPERATIONS — The Bonneville Fund” in this Official Statement.

The Project 1 2004 Bonds, the Columbia 2004 Bonds and the Project 3 2004 Bonds are separately secured and are not
general obligations of Energy Northwest. The owners of the Project 1 2004 Bonds will have no claim on the revenues or funds of
any other Project of Energy Northwest, including those securing the Columbia 2004 Bonds and the Project 3 2004 Bonds. The
owners of the Columbia 2004 Bonds will have no claim on the revenues or funds of any other Project of Energy Northwest,
including those securing the Project 1 2004 Bonds and the Project 3 2004 Bonds. The owners of the Project 3 2004 Bonds will
have no claim on the revenues or funds of any other Project of Energy Northwest, including those securing the Project 1 2004
Bonds and the Columbia 2004 Bonds. No Bondholder has a claim on the assets of any Project.

The 2004 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.

See Appendix H-1 — “SUMMARY OF CERTAIN PROVISIONS OF ELECTRIC REVENUE BOND
RESOLUTIONS AND SUPPLEMENTAL ELECTRIC REVENUE BOND RESOLUTIONS.”

EVENTS OF DEFAULT AND REMEDIES

For a description of the events of default and remedies applicable to the Electric Revenue Bonds, including the 2004
Bonds, see Appendix H-1 — “SUMMARY OF CERTAIN PROVISIONS OF ELECTRIC REVENUE BOND RESOLUTIONS
AND SUPPLEMENTAL ELECTRIC REVENUE BOND RESOLUTIONS — Events of Default.”

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 H-2 — “SUMMARY
OF CERTAIN PROVISIONS OF PRIOR LIEN RESOLUTIONS — Events of Default; Remedies.”
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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
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 H-2 —
“SUMMARY OF CERTAIN PROVISIONS OF PRIOR LIEN RESOLUTIONS — Certain Covenants.”

If the maturity of Prior Lien Bonds or Electric Revenue Bonds, including the 2004 Bonds, were accelerated by the
applicable Bond Fund Trustee or Trustee or the holders of the requisite principal amount of such Bonds after an Event of Default
under the respective Prior Lien Resolution or Electric Revenue Bond Resolution, no assurance can be given that the principal
amount of the accelerated Prior Lien Bonds or Electric Revenue 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 AND RELATED AGREEMENTS —
Payment Procedures” and “SECURITY FOR THE NET BILLED BONDS — LIMITATIONS ON REMEDIES” for a discussion
of the limitations of certain remedies. The Promissory Notes described under “PURPOSE OF ISSUANCE” are also subject to
acceleration under the applicable Credit Agreement.

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 H-2 — “SUMMARY OF CERTAIN PROVISIONS OF PRIOR LIEN RESOLUTIONS” for further
information.

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.

LIMITATIONS ON REMEDIES

Upon the occurrence of an Event of Default under the Electric Revenue Bond Resolutions and Prior Lien Resolutions,
payment of the principal of and interest on the 2004 Bonds may be accelerated. Any action to compel payment, for money
damages or to accelerate payment would be subject to the limitations on legal claims and remedies against public bodies under
Washington law. The right to accelerate payments by a Washington municipality has not been tested by any Washington court.
Any remedies available to Bondholders are in many respects dependent upon judicial actions which are in turn often subject to
discretion and delay and can be expensive and time-consuming to obtain. If Energy Northwest fails to comply with its covenants
under the Electric Revenue Bond Resolutions or to pay principal of or interest on the 2004 Bonds, there can be no assurance that
available remedies will be adequate to fully protect the interest of the owners of the 2004 Bonds. See “SECURITY FOR THE
NET BILLED BONDS — EVENTS OF DEFAULT AND REMEDIES” for a discussion of possible limits of amounts payable
under the Net Billing Agreements in the event of acceleration of the Net Billed Bonds.

In addition to the limitations on remedies in the Electric Revenue Bond Resolutions, the rights and obligations under
the 2004 Bonds may be limited by and are subject to bankruptcy, insolvency, reorganization, moratorium and other laws relating
to or affecting creditors’ rights, to the application of equitable principles, and to the exercise of judicial discretion in appropriate
cases. The opinions to be delivered by Preston Gates & Ellis LLP, as Bond Counsel, concurrently with the issuance of the 2004
Bonds, will be subject to limitations regarding such creditors’ rights. See Appendix D-1 — “PROPOSED FORMS OF
OPINIONS OF BOND COUNSEL” and Appendix D-2 — “PROPOSED FORMS OF SUPPLEMENTAL OPINIONS OF
BOND COUNSEL?”, respectively.

NO RESERVE ACCOUNT

There is no reserve account securing repayment of the 2004 Bonds. In the Electric Revenue Bond Resolutions, Energy
Northwest has reserved the right to create a reserve account to secure a separate series of Electric Revenue Bonds.
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ADDITIONAL INDEBTEDNESS

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, 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. Each Promissory Note which is to be paid from the proceeds of the Series 2004-A Bonds and the Series 2004-B
(Taxable) Bonds and similar notes to be issued pursuant to credit agreements to be executed in 2004 have been or will be, as the
case may be, issued pursuant to Separate Subordinated Resolutions. There are no restrictions on or conditions to issuing debt on
a parity with the Electric Revenue Bonds under the Electric Revenue Bond Resolutions, including the 2004 Bonds, pursuant to
Separate Subordinated Resolutions, other than the Net Billing Agreements and other Project agreements being in effect and no
event of default is existing under the applicable Electric Revenue Bond Resolution.

Conditions to the issuance of additional bonds pursuant to the Electric Revenue Bond Resolutions are described in
Appendix H-1 — “SUMMARY OF CERTAIN PROVISIONS OF ELECTRIC REVENUE BOND RESOLUTIONS AND
SUPPLEMENTAL ELECTRIC REVENUE BOND RESOLUTIONS.”

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, including any termination payments owed by Energy Northwest, 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 H-1 — “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.”

NET BILLING AND RELATED 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 its ownership share 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”).
Under the Net Billing Agreements, each Participant assigned its share of the Net Billed Project capability to Bonneville. Each of
the Participants is a customer of Bonneville. Many of the Participants are Participants in more than one Net Billed Project. See
Appendix F — “ENERGY NORTHWEST PARTICIPANT UTILITY SHARE FISCAL YEAR 2004 BUDGETS” for a list of
Participants and their respective shares of the Projects’ Fiscal Year 2004 Budgets.

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 referred to below under “NET BILLING AND RELATED AGREEMENTS — Payment
Procedures.” 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 contracts with Bonneville and by making the cash
payments described below (subject to the limitations described herein under Appendix A — “THE BONNEVILLE POWER
ADMINISTRATION — 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.

The Net Billing Agreements provide for cash payments and the provision of credits by Bonneville and payments by
Participants 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.
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The Net Billing Agreements 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.

The authority of all of the Participants to enter into the Net Billing Agreements was aftfirmed in 1985 by the United
States Court of Appeals for the Ninth Circuit in City of Springfield v. Washington Public Power Supply System, et. al (“the
Springfield Case”). The United States Supreme Court denied a petition for a writ of certiorari. In upholding the Net Billing
Agreements, the court in the Springfield Case found that the Net Billing Agreements are contracts for the purchase of electricity
because the Net Billing Agreements place the dry hole risk on Bonneville and not on the Participants and because the Participants
will receive either electricity or a cash refund equal to their payments to Energy Northwest. For a discussion of Bond Counsel’s
opinion with respect to the enforceability of the Net Billing Agreements see “LEGAL MATTERS.” For a summary of certain
provisions of the Net Billing Agreements, see Appendix G — “SUMMARY OF CERTAIN PROVISIONS OF RELATED
CONTRACTS.”

Pending the receipt of the ruling in the Springfield Case, Energy Northwest and Bonneville entered into certain
Assignment Agreements for each of Project 1, Columbia and Project 3 (the “Assignment Agreements”). For additional
information with respect to the Assignment Agreements, see “NET BILLING AND RELATED AGREEMENTS - Assignment
Agreements” and Appendix G — “SUMMARY OF CERTAIN PROVISIONS OF RELATED CONTRACTS”.

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 by Bonneville under the Net Billing Agreements, the Assignment Agreements and
the 1989 Letter Agreement are to be made from the Bonneville Fund or other funds legally available therefor. See “THE
BONNEVILLE FUND” below.

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

The Columbia Net Billing Agreements provide for the adoption by Energy Northwest of an Annual Budget, which, as
amended from time to time, shall make provision for all Columbia 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 Prior
Lien Resolution and the Columbia Electric Revenue Bond Resolution 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 G — “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.

Project 1 and Project 3 have been terminated and in accordance with the Net Billing Agreements for such Projects, the
related Net Billing Agreements terminated except for those provisions that provide for the billing and payment of the costs of
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such Net Billed Project including all amounts which Energy Northwest is required under the related Electric Revenue Bond
Resolution or Prior Lien 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. 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 Electric Revenue Bond Resolution or Prior Lien Resolution to pay in each year into the various funds for debt
service and all other purposes. The Columbia Net Billing Agreements have the same termination provision.

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 assets of
Project 3. 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 Electric
Revenue Bond Resolution or Prior Lien Resolution for debt service and all other purposes.

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 in the manner discussed above for Projects 1 and 3.

Post Termination Agreements

Bonneville and Energy Northwest have entered into Post Termination Agreements with respect to Projects 1 and 3,
cach 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.

Assignment of Participant Shares

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 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 related Net Billing Agreement to use its best efforts to assign such Participant’s share of capability in the
Net Billed Project (and the associated benefits and obligations) to other Participants in the Net Billed Project or to other
Bonneville customers to the extent necessary to eliminate such Participant’s net billing deficiency. The Net Billed Project
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 the Net Billed Project 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. Bonneville has made voluntary payments directly to Energy
Northwest on behalf of Participants prior to reassigning their shares to eliminate net billing deficiencies. See “NET BILLING
AND RELATED AGREEMENTS — Voluntary Payments by Bonneville to Energy Northwest on Behalf of Participants.”

The 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 Appendix A — “THE
BONNEVILLE POWER ADMINISTRATION — BONNEVILLE FINANCIAL OPERATIONS — The Bonneville Fund.” The
Participants are obligated to pay to Energy Northwest the amounts received from Bonneville within 30 days.
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Voluntary Payments By Bonneville To Energy Northwest on Behalf of Participants

In 1979 and 1980, Bonneville and Energy Northwest entered into agreements with a large portion of the Participants
(representing between roughly 70%-80% of the capability of each Project, depending on the Project) relating to payments to
Energy Northwest under the Net Billing Agreements. These agreements (“Voluntary Payment Agreements”) 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. Under the Voluntary Payment
Agreements, the related Participants agreed that they would not seek payment from Bonneville for any amounts so paid to Energy
Northwest. In the case of Participants that have not signed such Agreements, Bonneville has nonetheless made a number of
similar voluntary payments to Energy Northwest on their behalves. When Bonneville does so it notifies the related Participants
by letter that it has made such voluntary payments to Energy Northwest. See Appendix A — “BONNEVILLE POWER
ADMINISTRATION — 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.

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. For a summary of certain provisions of the Assignment
Agreements, see Appendix G — “SUMMARY OF CERTAIN PROVISIONS OF RELATED AGREEMENTS.”

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.

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 Appendix A —
“THE BONNEVILLE POWER ADMINISTRATION — 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 (as defined in Appendix A — “THE BONNEVILLE POWER
ADMINISTRATION?), 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 costs allocated to power generation at federally-owned hydroelectric
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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 2003 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 other 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) through (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 and Trojan 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 Appendix A — “THE BONNEVILLE POWER ADMINISTRATION — 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 Appendix A — “THE
BONNEVILLE POWER ADMINISTRATION — BONNEVILLE FINANCIAL OPERATIONS — Direct Funding of Corps and
Bureau Federal System Operations and Maintenance Expense” and “Developments Relating to Bonneville Power Marketing
Approach and Bonneville’s Financial Condition — Fiscal Year 2004 Developments.”

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 Appendix A — “THE BONNEVILLE POWER ADMINISTRATION — BONNEVILLE
FINANCIAL OPERATIONS.”

BOND INSURANCE
MBIA Financial Guaranty Insurance Policy

Concurrently with the issuance of the 2004 Bonds, MBIA Insurance Corporation (“MBIA”) will issue its Financial
Guaranty Policies (the “MBIA’s policy”) for the Project 1 2004-A Bonds in the aggregate principal amount of $62,485,000 due
July 1, 2013, the Columbia 2004-A Bonds in the aggregate principal amount of $20,375,000 due July 1, 2017 and in the
aggregate principal amount of $88,885,000 due July 1, 2018, the Project 3 2004-A Bonds in the aggregate principal amount of
$26,490,000 due July 1, 2014, in the aggregate principal amount of $26,535,000 due July 1, 2015 and in the aggregate principal
amount of $30,810,000 due July 1, 2016, the Columbia 2004-C Bonds in the aggregate principal amount of $2,075,000 due July
1, 2011, in the aggregate principal amount of $2,185,000 due July 1, 2012, in the aggregate principal amount of $1,595,000 due
July 1, 2013, in the aggregate principal amount of $2,550,000 due July 1, 2015, in the aggregate principal amount of $2,685,000
due July 1, 2016, in the aggregate principal amount of $2,825,000 due July 1, 2017, and in the aggregate principal amount of
$2,970,000 due July 1, 2018. The 2004 Bonds so insured are herein referred to as the “MBIA Insured Bonds.”

The following information has been furnished by MBIA Insurance Corporation (“MBIA”) for use in this Official
Statement. Reference is made to Appendix K-1 for a specimen of MBIA’s policy.
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MBIA’s policy unconditionally and irrevocably guarantees the full and complete payment required to be made by or on
behalf of the Issuer to the Paying Agent or its successor of an amount equal to (i) the principal of (either at the stated maturity or
by an advancement of maturity pursuant to a mandatory sinking fund payment) and interest on, the MBIA Insured Bonds as such
payments shall become due but shall not be so paid (except that in the event of any acceleration of the due date of such principal
by reason of mandatory or optional redemption or acceleration resulting from default or otherwise, other than any advancement
of maturity pursuant to a mandatory sinking fund payment, the payments guaranteed by MBIA’s policy shall be made in such
amounts and at such times as such payments of principal would have been due had there not been any such acceleration); and (ii)
the reimbursement of any such payment which is subsequently recovered from any owner of the MBIA Insured Bonds pursuant
to a final judgment by a court of competent jurisdiction that such payment constitutes an avoidable preference to such owner
within the meaning of any applicable bankruptcy law (a “Preference”).

MBIA’s policy does not insure against loss of any prepayment premium which may at any time be payable with respect
to any MBIA Insured Bonds. MBIA’s policy does not, under any circumstance, insure against loss relating to: (i) optional or
mandatory redemptions (other than mandatory sinking fund redemptions); (ii) any payments to be made on an accelerated basis;
(iii) payments of the purchase price of MBIA Insured Bonds upon tender by an owner thereof; or (iv) any Preference relating to
(i) through (iii) above. MBIA’s policy also does not insure against nonpayment of principal of or interest on the MBIA Insured
Bonds resulting from the insolvency, negligence or any other act or omission of the Paying Agent or any other paying agent for
the MBIA Insured Bonds.

Upon receipt of telephonic or telegraphic notice, such notice subsequently confirmed in writing by registered or
certified mail, or upon receipt of written notice by registered or certified mail, by MBIA from the Paying Agent or any owner of a
MBIA Insured Bond the payment of an insured amount for which is then due, that such required payment has not been made,
MBIA on the due date of such payment or within one business day after receipt of notice of such nonpayment, whichever is later,
will make a deposit of funds, in an account with U.S. Bank Trust National Association, in New York, New York, or its successor,
sufficient for the payment of any such insured amounts which are then due. Upon presentment and surrender of such MBIA
Insured Bonds or presentment of such other proof of ownership of the MBIA Insured Bonds, together with any appropriate
instruments of assignment to evidence the assignment of the insured amounts due on the MBIA Insured Bonds as are paid by
MBIA, and appropriate instruments to effect the appointment of MBIA as agent for such owners of the MBIA Insured Bonds in
any legal proceeding related to payment of insured amounts on the MBIA Insured Bonds, such instruments being in a form
satisfactory to U.S. Bank Trust National Association, U.S. Bank Trust National Association shall disburse to such owners or the
Paying Agent payment of the insured amounts due on such MBIA Insured Bonds, less any amount held by the Paying Agent for
the payment of such insured amounts and legally available therefor.

MBIA

MBIA Insurance Corporation (“MBIA”) is the principal operating subsidiary of MBIA Inc., a New York Stock
Exchange listed company (the “Company”). The Company is not obligated to pay the debts of or claims against MBIA. MBIA
is domiciled in the State of New York and licensed to do business in and subject to regulation under the laws of all 50 states, the
District of Columbia, the Commonwealth of Puerto Rico, the Commonwealth of the Northern Mariana Islands, the Virgin Islands
of the United States and the Territory of Guam. MBIA has three branches, one in the Republic of France, one in the Republic of
Singapore and one in the Kingdom of Spain. New York has laws prescribing minimum capital requirements, limiting classes and
concentrations of investments and requiring the approval of policy rates and forms. State laws also regulate the amount of both
the aggregate and individual risks that may be insured, the payment of dividends by MBIA, changes in control and transactions
among affiliates. Additionally, MBIA is required to maintain contingency reserves on its liabilities in certain amounts and for
certain periods of time.

MBIA does not accept any responsibility for the accuracy or completeness of this Official Statement or any information
or disclosure contained herein, or omitted herefrom, other than with respect to the accuracy of the information regarding the
policy and MBIA set forth under the heading “SECURITY FOR THE NET BILLED BONDS — BOND INSURANCE”.
Additionally, MBIA makes no representation regarding the 2004 Bonds or the advisability of investing in the 2004 Bonds.

The Financial Guarantee Insurance Policies are not covered by the Property/Casualty Insurance Security Fund specified
in Article 76 of the New York Insurance Law.

MBIA Information

The following documents filed by the Company with the Securities and Exchange Commission (the “SEC”) are
incorporated herein by reference:

(1) The Company’s Annual Report on Form 10-K for the year ended December 31, 2003;
and
2) The Company’s Quarterly Report on Form 10-Q for the quarter ended March 31, 2004.

Any documents filed by the Company pursuant to Sections 13(a), 13(c), 14 or 15(d) of the Exchange Act of 1934, as
amended, after the date of this Official Statement and prior to the termination of the offering of the 2004 Bonds offered hereby
shall be deemed to be incorporated by reference in this Official Statement and to be a part hereof. Any statement contained in a
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document incorporated or deemed to be incorporated by reference herein, or contained in this Official Statement, shall be deemed
to be modified or superseded for purposes of this Official Statement to the extent that a statement contained herein or in any other
subsequently filed document which also is or is deemed to be incorporated by reference herein modifies or supersedes such
statement. Any such statement so modified or superseded shall not be deemed, except as so modified or superseded, to constitute
a part of this Official Statement.

The Company files annual, quarterly and special reports, information statements and other information with the SEC
under File No. 1-9583. Copies of the SEC filings (including (1) the Company’s Annual Report on Form 10-K for the year ended
December 31, 2003, and (2) the Company’s Quarterly Report on Form 10-Q for the quarter ended March 31, 2004) are available
(i) over the Internet at the SEC’s web site at http://www.sec.gov; (ii) at the SEC’s public reference room in Washington D.C.;
(iii) over the Internet at the Company’s web site at http://www.mbia.com; and (iv) at no cost, upon request to MBIA Insurance
Corporation, 113 King Street, Armonk, New York 10504. The telephone number of MBIA is (914) 273-4545.

As of December 31, 2003, MBIA had admitted assets of $9.9 billion (unaudited), total liabilities of $6.2 billion
(unaudited), and total capital and surplus of $3.7 billion (unaudited) determined in accordance with statutory accounting practices
prescribed or permitted by insurance regulatory authorities. As of March 31, 2004, MBIA had admitted assets of $10.3 billion
(unaudited), total liabilities of $6.5 billion (unaudited), and total capital and surplus of $3.8 billion (unaudited) determined in
accordance with statutory accounting practices prescribed or permitted by insurance regulatory authorities.

Financial Strength Ratings of MBIA

Moody’s Investors Service, Inc. rates the financial strength of MBIA “Aaa.”

Standard & Poor’s, a division of The McGraw-Hill Companies, Inc. rates the financial strength of MBIA “AAA.”
Fitch Ratings rates the financial strength of MBIA “AAA.”

Each rating of MBIA should be evaluated independently. The ratings reflect the respective rating agency’s current
assessment of the creditworthiness of MBIA and its ability to pay claims on its policies of insurance. Any further explanation as
to the significance of the above ratings may be obtained only from the applicable rating agency.

The above ratings are not recommendations to buy, sell or hold the 2004 Bonds, and such ratings may be subject to
revision or withdrawal at any time by the rating agencies. Any downward revision or withdrawal of any of the above ratings may
have an adverse effect on the market price of the 2004 Bonds. MBIA does not guaranty the market price of the 2004 Bonds nor
does it guaranty that the ratings on the 2004 Bonds will not be revised or withdrawn.

Ambac Financial Guaranty Insurance Policy

Concurrently with the issuance of the of the 2004 Bonds, Ambac Assurance Corporation (“Ambac”) will issue its
Financial Guaranty Insurance Policies for the Columbia 2004-A Bonds in the aggregate principal amount of $69,225,000 due
July 1, 2009 and in the aggregate principal amount of $38,735,000 due July 1, 2011. The 2004 Bonds so insured are herein
referred to as the “Ambac Insured Bonds.”

The following information has been furnished by Ambac for use in this Official Statement. Reference is made to
Appendix K-2 for a specimen of Ambac’s policy.

Payment Pursuant to Financial Guaranty Insurance Policy

Ambac Assurance has made a commitment to issue a financial guaranty insurance policy (the “Financial Guaranty Insurance
Policy”) relating to the Ambac Insured Bonds effective as of the date of issuance of the Ambac Insured Bonds. Under the terms of the
Financial Guaranty Insurance Policy, Ambac Assurance will pay to The Bank of New York, New York, New York or any successor
thereto (the “Insurance Trustee™) that portion of the principal of and interest on the Ambac Insured Bonds which shall become Due for
Payment but shall be unpaid by reason of Nonpayment by the Obligor (as such terms are defined in the Financial Guaranty Insurance
Policy). Ambac Assurance will make such payments to the Insurance Trustee on the later of the date on which such principal and
interest becomes Due for Payment or within one business day following the date on which Ambac Assurance shall have received
notice of Nonpayment from the Trustee. The insurance will extend for the term of the Obligations and, once issued, cannot be canceled
by Ambac Assurance.

The Financial Guaranty Insurance Policy will insure payment only on stated maturity dates and on mandatory sinking fund
installment dates, in the case of principal, and on stated dates for payment, in the case of interest. If the Ambac Insured Bonds become
subject to mandatory redemption and insufficient funds are available for redemption of all outstanding Ambac Insured Bonds, Ambac
Assurance will remain obligated to pay principal of and interest on outstanding Ambac Insured Bonds on the originally scheduled
interest and principal payment dates including mandatory sinking fund redemption dates. In the event of any acceleration of the
principal of the Ambac Insured Bonds, the insured payments will be made at such times and in such amounts as would have been
made had there not been an acceleration.

In the event the Trustee has notice that any payment of principal of or interest on an Ambac Insured Bond which has become
Due for Payment and which is made to a Holder by or on behalf of the Obligor has been deemed a preferential transfer and theretofore
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recovered from its registered owner pursuant to the United States Bankruptcy Code in accordance with a final, nonappealable order of
a court of competent jurisdiction, such registered owner will be entitled to payment from Ambac Assurance to the extent of such
recovery if sufficient funds are not otherwise available.

The Financial Guaranty Insurance Policy does not insure any risk other than Nonpayment, as defined in the Policy.
Specifically, the Financial Guaranty Insurance Policy does not cover:

1. payment on acceleration, as a result of a call for redemption (other than mandatory sinking fund redemption) or as
a result of any other advancement of maturity.

2. payment of any redemption, prepayment or acceleration premium.

3. nonpayment of principal or interest caused by the insolvency or negligence of any Trustee, Paying Agent or Bond
Registrar, if any.

If it becomes necessary to call upon the Financial Guaranty Insurance Policy, payment of principal requires surrender of
Ambac Insured Bonds to the Insurance Trustee together with an appropriate instrument of assignment so as to permit ownership of
such Ambac Insured Bonds to be registered in the name of Ambac Assurance to the extent of the payment under the Financial
Guaranty Insurance Policy. Payment of interest pursuant to the Financial Guaranty Insurance Policy requires proof of Holder
entitlement to interest payments and an appropriate assignment of the Holder’s right to payment to Ambac Assurance.

Upon payment of the insurance benefits, Ambac Assurance will become the owner of the Ambac Insured Bond, appurtenant
coupon, if any, or right to payment of principal or interest on such Ambac Insured Bond and will be fully subrogated to the
surrendering Holder’s rights to payment.

Ambac Assurance Corporation

Ambac Assurance Corporation (“Ambac Assurance”) is a Wisconsin-domiciled stock insurance corporation regulated
by the Office of the Commissioner of Insurance of the State of Wisconsin and licensed to do business in 50 states, the District of
Columbia, the Territory of Guam, the Commonwealth of Puerto Rico and the U.S. Virgin Islands, with admitted assets of
approximately $7,670,000,000 (unaudited) and statutory capital of $4,683,000,000 (unaudited) as of March 31, 2004. Statutory
capital consists of Ambac Assurance’s policyholders’ surplus and statutory contingency reserve. Standard & Poor’s Credit
Markets Services, a Division of The McGraw-Hill Companies, Moody’s Investors Service and Fitch Ratings have each assigned
a triple-A financial strength rating to Ambac Assurance.

Ambac Assurance has obtained a ruling from the Internal Revenue Service to the effect that the insuring of an obligation by
Ambac Assurance will not affect the treatment for federal income tax purposes of interest on such obligation and that insurance
proceeds representing maturing interest paid by Ambac Assurance under policy provisions substantially identical to those contained in
its Financial Guaranty insurance policy shall be treated for federal income tax purposes in the same manner as if such payments were
made by the Obligor of the Ambac Insured Bonds.

Ambac Assurance makes no representation regarding the 2004 Bonds or the advisability of investing in the 2004 Bonds and
makes no representation regarding, nor has it participated in the preparation of, the Official Statement other than the information
supplied by Ambac Assurance and presented under the heading “SECURITY FOR THE NET BILLED BONDS — BOND
INSURANCE — Ambac Financial Guaranty Insurance Policy.

Available Information

The parent company of Ambac Assurance, Ambac Financial Group, Inc. (the “Company”), is subject to the informational
requirements of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), and in accordance therewith files reports, proxy
statements and other information with the Securities and Exchange Commission (the “SEC”). These reports, proxy statements and other
information can be read and copied at the SEC’s public reference room at 450 Fifth Street, N.W., Washington, D.C. 20549. Please call
the SEC at 1-800-SEC-0330 for further information on the public reference room. The SEC maintains an internet site at
http://www.sec.gov that contains reports, proxy and information statements and other information regarding companies that file
electronically with the SEC, including the Company. These reports, proxy statements and other information can also be read at the
offices of the New York Stock Exchange, Inc. (the “NYSE”), 20 Broad Street, New York, New York 10005.

Copies of Ambac Assurance’s financial statements prepared in accordance with statutory accounting standards are available from
Ambac Assurance. The address of Ambac Assurance’s administrative offices and its telephone number are One State Street Plaza, 19th
Floor, New York, New York, 10004 and (212) 668-0340.

Incorporation of Certain Documents by Reference

The following documents filed by the Company with the SEC (File No. 1-10777) are incorporated by reference in this
Official Statement:

1. The Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2003 and filed on March 15,
2004;
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2. The Company’s Current Report on Form 8-K dated April 21, 2004 and filed on April 22, 2004; and

3. The Company’s Quarterly Report on Form 10-Q for the fiscal quarterly period ended March 31, 2004 and filed on May
10, 2004.

All documents subsequently filed by the Company pursuant to the requirements of the Exchange Act after the date of this
Official Statement will be available for inspection in the same manner as described above in “Available Information”.

Financial Guaranty Municipal Bond New Issue Insurance Policy

Financial Guaranty Insurance Company (‘“Financial Guaranty”) has supplied the following information for inclusion in this
Official Statement. No representation is made by Energy Northwest or the Underwriters as to the accuracy or completeness of this
information. Reference is made to Appendix K-3 for a specimen of Financial Guaranty’s policy.

Payments Under the Policy

Concurrently with the issuance of the FGIC Insured Bonds, Financial Guaranty will issue its Municipal Bond New Issue
Insurance Policy (the “FGIC Policy”) for the Columbia 2004-A Bonds in the aggregate principal amount of $90,860,000 due July 1,
2010 (the “FGIC Insured Bonds”). The FGIC Policy unconditionally guarantees the payment of that portion of the principal or
accreted value (if applicable) of and interest on the FGIC Insured Bonds which has become due for payment, but shall be unpaid by
reason of nonpayment by the issuer of the FGIC Insured Bonds (the “Issuer”). Financial Guaranty will make such payments to U.S.
Bank Trust National Association, or its successor as its agent (the “Fiscal Agent”), on the later of the date on which such principal,
accreted value or interest (as applicable) is due or on the business day next following the day on which Financial Guaranty shall have
received notice (in accordance with the terms of the FGIC Policy) from an owner of Bonds or the trustee or paying agent (if any) of the
nonpayment of such amount by the Issuer. The Fiscal Agent will disburse such amount due on any Bond to its owner upon receipt by
the Fiscal Agent of evidence satisfactory to the Fiscal Agent of the owner’s right to receive payment of the principal, accreted value or
interest (as applicable) due for payment and evidence, including any appropriate instruments of assignment, that all of such owner’s
rights to payment of such principal, accreted value or interest (as applicable) shall be vested in Financial Guaranty. The term
“nonpayment” in respect of a Bond includes any payment of principal, accreted value or interest (as applicable) made to an owner of a
Bond which has been recovered from such owner pursuant to the United States Bankruptcy Code by a trustee in bankruptcy in
accordance with a final, nonappealable order of a court having competent jurisdiction.

Once issued, the FGIC Policy is non-cancellable by Financial Guaranty. The FGIC Policy covers failure to pay principal of
the FGIC Insured Bonds on their stated maturity dates and their mandatory sinking fund redemption dates, and not on any other date
on which the FGIC Insured Bonds may have been otherwise called for redemption, accelerated or advanced in maturity. The FGIC
Policy also covers the failure to pay interest on the stated date for its payment. If the FGIC Insured Bonds are accelerated or become
subject to mandatory redemption, Financial Guaranty will be obligated to pay principal (or accreted value, if applicable) and interest on
the originally scheduled principal (including mandatory sinking fund redemption) and interest payment dates. Upon such payment,
Financial Guaranty will become the owner of the FGIC Insured Bond, appurtenant coupon or right to payment of principal or interest
on such Bond and will be fully subrogated to all of the Bondholder’s rights thereunder.

The FGIC Policy does not insure any risk other than Nonpayment by the Issuer, as defined in the FGIC Policy. Specifically,
the FGIC Policy does not cover: (i) payment on acceleration, as a result of a call for redemption (other than mandatory sinking fund
redemption) or as a result of any other advancement of maturity; (ii) payment of any redemption, prepayment or acceleration premium;
or (iii) nonpayment of principal (or accreted value, if applicable) or interest caused by the insolvency or negligence or any other act or
omission of the trustee or paying agent, if any.

As a condition of its commitment to insure Bonds, Financial Guaranty may be granted certain rights under the FGIC Insured
Bond documentation. The specific rights, if any, granted to Financial Guaranty in connection with its insurance of the FGIC Insured
Bonds may be set forth in the description of the principal legal documents appearing elsewhere in this Official Statement, and
reference should be made thereto.

The FGIC Policy is not covered by the Property/Casualty Insurance Security Fund specified in Article 76 of the New York
Insurance Law.

Financial Guaranty Insurance Company

Financial Guaranty, a New York stock insurance corporation, is a direct, wholly-owned subsidiary of FGIC Corporation,
and provides financial guaranty insurance for public finance and structured finance obligations. Financial Guaranty is licensed to
engage in financial guaranty insurance in all 50 states, the District of Columbia and the Commonwealth of Puerto Rico and, through a
branch, in the United Kingdom. Financial Guaranty is a wholly-owned subsidiary of FGIC Corporation, a Delaware corporation.

On December 18, 2003, an investor group consisting of The PMI Group, Inc. (“PMI”), affiliates of The Blackstone Group
L.P. (“Blackstone”), affiliates of The Cypress Group L.L.C. (“Cypress”) and affiliates of CIVC Partners L.P. (“CIVC”) acquired FGIC
Corporation (the “FGIC Acquisition”) from a subsidiary of General Electric Capital Corporation (“GE Capital”). PMI, Blackstone,
Cypress and CIVC acquired approximately 42%, 23%, 23% and 7%, respectively, of FGIC Corporation’s common stock. GE Capital
retained approximately $234.6 million in liquidation preference of FGIC Corporation’s convertible participating preferred stock and
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approximately 5% of FGIC Corporation’s common stock. Neither FGIC Corporation nor any of its shareholders is obligated to pay
any debts of Financial Guaranty or any claims under any insurance policy, including the FGIC Policy, issued by Financial Guaranty.

Financial Guaranty is subject to the insurance laws and regulations of the State of New York, where it is domiciled,
including Article 69 of the New York Insurance Law (“Article 69”), a comprehensive financial guaranty insurance statute. Financial
Guaranty is also subject to the insurance laws and regulations of all other jurisdictions in which it is licensed to transact insurance
business. The insurance laws and regulations, as well as the level of supervisory authority that may be exercised by the various
insurance regulators, vary by jurisdiction, but generally require insurance companies to maintain minimum standards of business
conduct and solvency, to meet certain financial tests, to comply with requirements concerning permitted investments and the use of
policy forms and premium rates and to file quarterly and annual financial statements on the basis of statutory accounting principles
(“SAP”) and other reports. In addition, Article 69, among other things, limits the business of each financial guaranty insurer, including
Financial Guaranty, to financial guaranty insurance and certain related lines.

For the years ended December 31, 2003 and December 31, 2002, Financial Guaranty had written directly or assumed
through reinsurance, guaranties of approximately $42.4 billion and $47.9 billion par value of securities, respectively (of which
approximately 79% and 81%, respectively, constituted guaranties of municipal bonds), for which it had collected gross premiums of
approximately $260.3 million and $232.6 million, respectively. For the year ended December 31, 2003, Financial Guaranty had
reinsured, through facultative arrangements, approximately 2.0% of the risks it had written.

As of December 31, 2003, Financial Guaranty had net admitted assets of approximately $2.741 billion, total liabilities of
approximately $1.587 billion, and total capital and surplus of approximately $1.153 billion, determined in accordance with statutory
accounting practices prescribed or permitted by insurance regulatory authorities.

The audited financial statements of Financial Guaranty as of December 31, 2003 and 2002, which have been filed with the
Nationally Recognized Municipal Securities Information Repositories (“NRMSIRs”), are hereby included by specific reference in this
Official Statement. Any statement contained herein under the heading “SECURITY FOR THE NET BILLED BONDS — BOND
INSURANCE,” or in any documents included by specific reference herein, shall be modified or superseded to the extent required by
any statement in any document subsequently filed by Financial Guaranty with such NRMSIRs, and shall not be deemed, except as so
modified or superseded, to constitute a part of this Official Statement. All financial statements of Financial Guaranty (if any) included
in documents filed by the Issuer with the NRMSIRs subsequent to the date of this Official Statement and prior to the termination of the
offering of the 2004 Bonds shall be deemed to be included by specific reference into this Official Statement and to be a part hereof
from the respective dates of filing of such documents.

Financial Guaranty also prepares quarterly and annual financial statements on the basis of generally accepted accounting
principles. Copies of Financial Guaranty’s most recent GAAP and SAP financial statements are available upon request to: Financial
Guaranty Insurance Company, 125 Park Avenue, New York, NY 10017, Attention: Corporate Communications Department.
Financial Guaranty’s telephone number is (212) 312-3000.

Financial Guaranty’s Credit Ratings

The financial strength of Financial Guaranty is rated “AAA” by Standard & Poor’s, a Division of The McGraw-Hill
Companies, Inc., “Aaa” by Moody’s Investors Service, and “AAA” by Fitch Ratings. Each rating of Financial Guaranty should be
evaluated independently. The ratings reflect the respective ratings agencies’ current assessments of the insurance financial strength of
Financial Guaranty. Any further explanation of any rating may be obtained only from the applicable rating agency. These ratings are
not recommendations to buy, sell or hold the 2004 Bonds, and are subject to revision or withdrawal at any time by the rating agencies.
Any downward revision or withdrawal of any of the above ratings may have an adverse effect on the market price of the 2004 Bonds.
Financial Guaranty does not guarantee the market price or investment value of the 2004 Bonds nor does it guarantee that the ratings on
the 2004 Bonds will not be revised or withdrawn.

Neither Financial Guaranty nor any of its affiliates accepts any responsibility for the accuracy or completeness of the
Official Statement or any information or disclosure that is provided to potential purchasers of the 2004 Bonds, or omitted from such
disclosure, other than with respect to the accuracy of information with respect to Financial Guaranty or the FGIC Policy under the
heading “SECURITY FOR THE NET BILLED BONDS — BOND INSURANCE.” In addition, Financial Guaranty makes no
representation regarding the 2004 Bonds or the advisability of investing in the 2004 Bonds.

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.
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Energy Northwest owns and operates Columbia and Packwood which are currently in operation, and have net design
electric ratings of 1,153 megawatts and 27.5 megawatts, respectively. Energy Northwest also owns and operates the Nine
Canyon Wind Project, consisting of 49 wind turbines with a maximum generating capacity of approximately 64 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 C — “AUDITED FINANCIAL STATEMENTS OF ENERGY NORTHWEST PROJECTS FOR THE YEAR
ENDED JUNE 30, 2003” for the audited financial statements of each of Energy Northwest’s projects, including the report of the
independent auditors, PricewaterhouseCoopers LLP, for the fiscal year ended June 30, 2003.

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 May 1, 2004. For information with respect to certain outstanding Promissory Notes of Energy
Northwest and Net Billed Bonds to be refunded see “PURPOSE OF ISSUANCE.”

Energy Northwest Revenue Bonds
Outstanding as of May 1, 2004

REVENUE BONDS PRINCIPAL AMOUNT
PROIJECT 1:
Prior Lien Refunding Revenue Bonds ...........cocoveniieieoniniiiiieeee $948,610,000
Electric Revenue Refunding Bonds ..........ccccooiiiiiniiciiiiiiiece 1,032,005,000
TOTAL PROJECT 1 $1,980,615,000
COLUMBIA:
Prior Lien Refunding Revenue Bonds .... 1,351,167,164
Electric Revenue Refunding Bonds ............ccoeveeiieniniininieneiienceieieens 777,080,000
Electric Revenue BONdS...........ooviiviieuiiieeieeeeeecee et 41,330,000
TOTAL COLUMBIA $2,169,577,164
PROJECT 3:
Prior Lien Refunding Revenue Bonds ..........ccoceevievinieniiniieneiienceieieeens $ 907,415,973“)
Electric Revenue Refunding Bonds ...........cccceeieiieviniinieiienenienceceieeens 1,004,980,000
TOTAL PROJECT 3 $1,912,395,973
TOTAL NET BILLED REVENUE BONDS $6,062,588,137
Packwood Revenue Bonds @ oo $ 3,751,000%
Nine Canyon Wind Project Revenue Bonds @ ............ccccoooovvivivvoeeeeceeeecennn $ 92,395,000?)

1) Includes $80,545,164 accreted value of Compound Interest Bonds for Columbia and $343,244,973 accreted value of Compound Interest
Bonds for Project 3 each as of January 1, 2004.

2) Bonneville is not a party to any agreements that secure payment of the Packwood Bonds or Nine Canyon Wind Project Bonds.
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ORGANIZATIONAL STRUCTURE

Energy Northwest currently has a membership of 18, consisting of 15 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 18 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

Edward E. Coates, Chairman Retired Utility Executive June 2006
Dan G. Gunkel, Vice Chairman Public Utility District Commissioner June 2006
Darrel Bunch, Secretary Public Utility District Commissioner June 2006
Amy C. Solomon, Assistant Secretary Program Officer June 2005
Margaret Allen Attorney June 2004
Tom Casey Public Utility District Commissioner June 2006
Vera Claussen Public Utility District Commissioner June 2006
Tim Sheldon Washington State Senator June 2004
Larry Kenney Retired Organized Labor Executive June 2006
Sid W. Morrison Retired Executive June 2005
Roger C. Sparks Public Utility District Commissioner June 2006
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 33 years
Rodney L. Webring Vice President, Nuclear Generation 30 years
Dale K. Atkinson Vice President, Technical Services 26 years
John W. Baker Vice President, Energy/Business

Services/Public Information Officer 33 years
Albert E. Mouncer Vice President, Corporate Services/

General Counsel/Chief Financial Officer 23 years
Cheryl M. Whitcomb Assistant to Chief Executive Officer/Chief

Knowledge Officer 30 years
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EMPLOYEES

Energy Northwest currently employs approximately 1,208 employees. Of these employees, 336 are members of the
International Brotherhood of Electrical Workers (“IBEW?), 114 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 Prior Lien Resolutions and the Electric
Revenue Bond 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 H-1 — “SUMMARY OF CERTAIN PROVISIONS OF ELECTRIC REVENUE BOND RESOLUTIONS AND
SUPPLEMENTAL ELECTRIC REVENUE BOND RESOLUTIONS — Investment of Funds (Section 508)” and Appendix H-2
— “SUMMARY OF CERTAIN PROVISIONS OF PRIOR LIEN RESOLUTIONS — 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 electric 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. See “SECURITY FOR THE NET BILLED BONDS —
NET BILLING AND RELATED 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
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 an amended maintenance, operating, outage, fuel and capital budget for Columbia of $210.4 million during the
2004 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 $21.85 per megawatt-hour during the 2004 fiscal year. This cost is lower than the $30.10 per megawatt-hour for the
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2003 fiscal year since the 2003 fiscal year included a bi-annual refueling outage as well as certain other forced outages discussed
below. 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.

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 has
granted 25 such requests since 2000. The Executive Board will determine whether to apply for an extension.

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 67.6% and has generated 126,076,194 megawatt hours (net of station use) of electric power through April 2004.

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 2002, Columbia produced 9,262 million
kilowatt hours of electric power while attaining a plant capacity factor of 92.0% and a plant availability factor of 95.4%. In fiscal
year 2003, Columbia produced 7,738 million kilowatt hours of electric power while attaining a plant capacity factor of 78.5% and
a plant availability factor of 81.0%. This decline in generation was the result of three forced outages during fiscal year 2003
along with the scheduled refueling outage which occurs every two years. The outages that caused the loss of generation were: (1)
a forced outage due to a diesel generator bearing problem; (2) a forced outage due to a condenser leak; (3) a longer than planned
refueling outage (50 days versus 34 days); and (4) a forced outage due to a transformer electrical short. Columbia has been on-
line continuously since July 2003.

Annual Costs

Annual costs for Columbia based on the audited financial statement presentation format for fiscal years ended June 30,
2002 and 2003 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'"

(Dollars in Thousands)

Cost Category FY 2003 FY 2002
Operations, Maintenance and Overhead.............cccoceevieniiiieniennenennenne $159,312 $144,588
Nuclear FUel Buriup .........cccceveeieiieiierienieieeeeeeteeeesie et 27,061 30,311
Spent Fuel Disposal FEe......c.covviirieienieieiecieie et 7,253 8,487
GENETAtION TAXES.....uviiiieiieiiiiie ettt e s et e e eaeeeeaeeas 2,237 3,198
DeCOMMISSIONING......eerveeuierieierteeiiestietesieetenteeeestesneesseensesseeneesseeneenee 26,505 16,408
Depreciation and AMOTTIZAION .........cccvevvevverieerierieienieeieneeeeseeeeeeneas 79,528 96,171
Investment INCOME ......c.eevueieiieiieeiieeie et (6,751) (11,540)
Interest Expense and Discount Amortization ............ceceeeeveerereennenne. 119,666 121,584
Other Expense/(REVENUE)..........cc.cceeeririininienieiniiencneeiceeeeeee e (1,765) (2,212)

Total Costs $413,046 $406,995

Net Generation (Million kWhs) (unaudited) 7,7380) 9,262

(1)  Amounts derived from audited Energy Northwest financial statements.

(2) Includes credit for “Economic Dispatch” of 122 million kWhs and 336 million kWhs for fiscal years 2003 and 2002, respectively. Total
energy not generated due to reductions requested by Bonneville is referred to by Bonneville as “Economic Dispatch.”

(3) Total costs increased in fiscal year 2003 from fiscal year 2002 as a result of decreased generation due to outages.
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Capital Improvements

Since entering commercial operation, Energy Northwest has been making capital improvements to Columbia. In fiscal
year 2003, the cash spent on capital improvements was $18.5 million. The proceeds of the Columbia 2004-C Bonds are to pay a
majority of the costs of capital improvements during fiscal years 2004 and 2005. See “PURPOSES OF ISSUANCE — Columbia
2004-C Bonds”.

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 2003 Regulatory Oversight Process Summary lists 75 plants, including Columbia, in the
Licensee Response Column, 22 plants in the Regulatory Response Column and five plants in the next two lower columns. There
are no plants currently included in the Unacceptable Performance Column. One plant is in a shutdown condition and requires
NRC approval to restart.

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.

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 the results of the
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plant evaluation, INPO 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. The next plant evaluation is planned for early 2005.

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. Energy Northwest
continues to manage its mixed wastes in accordance with the conditions of the interim status permit.

Nuclear Fuel

The supply of nuclear fuel assemblies requires four basic activities prior to insertion of the fuel assemblies into a
nuclear reactor. These activities are acquisition of uranium concentrates, conversion of the uranium concentrates to uranium
hexaflouride, enrichment of the uranium hexaflouride and fabrication of the enriched uranium in the form of uranium oxide
pellets into finished fuel assemblies.

The initial core of fuel assemblies was fabricated by General Electric and loaded into the reactor in December 1983. A
portion of the fuel was then replaced during refueling outages so that by mid-1992 all of the initial core fuel had been replaced
with reload fuel assemblies.

Since 2002 reload fuel design and fabrication services for three “firm” reloads has been provided pursuant to a contract
with Framatome ANP, Inc. Said contract also provides for two optional reloads.

Columbia had historically operated on a 12 month fuel cycle but in 1998 a decision was made to transition to a 24
month fuel cycle. A 24 month fuel cycle eliminates refueling outages every other year and results in increased average
generation. After two transition cycles totaling approximately 36 months in length, the first 24 month cycle began in 2001.

To meet the enriched uranium requirements for the reload fuel assemblies, Energy Northwest purchases uranium in
various forms and holds them in inventory until needed for fuel fabrication. However, some or all of this inventory is being or
might be loaned. Currently, Energy Northwest’s inventory of natural uranium hexaflouride is sufficient for plant requirements
through 2006.

Energy Northwest has a contract with DOE that requires the DOE to accept title and dispose of spent nuclear fuel. For
this future service, Energy Northwest pays a quarterly fee based on about one mill per kilowatt-hour of net electricity generated
and sold from Columbia ($7.3 million for the 12 months ended June 30, 2003). To permanently store the spent fuel from the
nation’s nuclear plants, DOE is evaluating a proposed site in Nevada for an underground geological repository. Although courts
have ruled that DOE has an obligation to begin taking title to the spent fuel no later than January 31, 1998, the repository is not
expected to be in operation before 2010. Once DOE begins to accept spent fuel, it will accept the oldest spent fuel first, on a
national basis. Because Columbia is a relatively young plant, DOE does not plan to accept any spent fuel from Columbia during
the first ten years of repository operation.

Columbia had sufficient capacity in the plant to accommodate all its spent fuel discharges through calendar year 2003.
To accommodate spent fuel discharges after 2003, Energy Northwest constructed the Independent Spent Fuel Storage Installation
(“ISFSI”) facility, to store spent fuel in commercially available dry storage casks on concrete pads at the plant site. Energy
Northwest has a contract for a dry storage cask system. Initial capital costs of the ISFSI facility were approximately $34.5
million with additional costs for dry storage casks projected at approximately $25 million through 2010. The facility will be
expanded in increments as needed in the future.

Decommissioning

The NRC has defined decommissioning as actions taken which result in the release of the property for unrestricted use
and termination of the nuclear power plant operating license. Currently, the nuclear industry recognizes three alternative
methods (decontamination, safe storage and entombment) to decommission a nuclear power plant. Energy Northwest’s
decommissioning plan is based on the safe storage method of decommissioning. Safe storage entails placing and maintaining the
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nuclear facility in a condition that allows it to be safely stored and subsequently decontaminated to levels that permit release for
unrestricted use. The NRC requires that this deferred decontamination period be no longer than 60 years.

Energy Northwest’s current estimate of Columbia decommissioning costs is approximately $608 million (in 2003
dollars). This estimate is based on the NRC minimum amount required to demonstrate reasonable financial assurance for a
boiling water reactor with the power level of Columbia. Additionally, site restoration requirements for Columbia are governed
by the site certification agreements between Energy Northwest and the State of Washington and regulations adopted by the
Washington Energy Facility Site Evaluation Council (“EFSEC”). Energy Northwest submitted a site restoration plan for
Columbia that was approved by EFSEC on June 12, 1995. Energy Northwest’s current estimate of Columbia’s site restoration
costs is approximately $65 million (in 2003 dollars).

The current funding plan requires annual deposits through fiscal year 2024, the estimated end of commercial operation
of Columbia. The plan assumes that such deposits will grow at a 2% real rate of return and that Columbia will be placed in an
approximately 60-year safe storage until 2085, at which time decontamination and dismantlement will be completed. Over the
life of the fund, deposits and the earnings related to the reinvestment thereof are expected to provide sufficient funds to cover the
cash flow requirements to decommission Columbia. This plan will be re-examined every year and modified, if necessary, to
assure that the projected fund balance complies with the then current estimates and NRC requirements. Payments to the
decommissioning trust fund have been made since 1985 and the balance of cash and investment securities in the fund as of
February 29, 2004, totaled approximately $82.9 million. A separate fund has been established for site restoration. The balance
of this fund as of February 29, 2004, totaled approximately $9.1 million. These amounts are held in an external decommissioning
trust fund in accordance with NRC requirements and are administered by Bonneville.

Insurance

Energy Northwest maintains a risk management and insurance program which incorporates a combination of self-
insurance, commercial insurance and nuclear property and liability insurance. Energy Northwest’s basic risk management
philosophy is to pay normal and expected losses from revenues and to purchase insurance to cover catastrophic losses. Energy
Northwest, as a licensee of the NRC, is subject to retrospective premiums for nuclear liability and property insurance. Claims
relating to Columbia or Project 1 that are not covered by insurance are paid from revenues under the related Project Net Billing
Agreements.

Commercial liability insurance is purchased to cover all Energy Northwest premises and operations. This insurance
provides coverage for injury or damage arising from non-nuclear accidents or occurrences. Energy Northwest maintains nuclear
insurance in accordance with regulatory and Energy Northwest risk management policies.

Nuclear liability insurance covers third party injury or damage arising out of a nuclear incident and is required under
the Price Anderson Act, enacted in 1957 as an amendment to the Atomic Energy Act (as amended, “Price Anderson™). Price
Anderson provides financial protection for the public in the event of bodily injury or property damage caused by a commercial
nuclear incident. The law had been extended three times and was subject to renewal in August 2002. Legislation was signed by
the president in December 2002, which reauthorized Price Anderson through December 2004.

In accordance with Price Anderson, the nuclear liability exposures of Columbia are covered through the purchase of
commercial nuclear liability insurance. This policy carries a limit of $300 million with no deductible and forms the primary layer
of protection. The excess layer of protection above this amount is provided through a mandatory industry self-insurance program
featuring an assessment provision to all licensed nuclear power reactors. This excess layer amount is just over $10.56 billion,
based on 105 licensed reactors, multiplied by a current maximum retrospective assessment of $100.59 million per reactor, per
any one nuclear incident. Therefore, the total public liability coverage available per incident is approximately $10.86 billion. It
is important to note that in the event there is an incident triggering an assessment, the maximum annual deferred premium
assessment would be $10 million per incident. This assessment is payable under the Columbia Net Billing Agreements.

Nuclear property damage and decontamination liability insurance requirements are met through a combination of
commercial nuclear insurance policies purchased by Energy Northwest and Bonneville. The total amount of insurance purchased
is currently $2.25 billion. The deductible for this coverage is $5 million per occurrence. Additionally, Bonneville purchases
business interruption coverage which pays $3.5 million per week, following a 12 week deductible period for the first year and
then for the next 110 weeks, pays 80% of this amount for a maximum indemnification of $490 million. The limits of liability and
policy coverage for Columbia meet all legal requirements for a nuclear power production facility and are consistent with that
purchased by other nuclear utilities relative to similar circumstances and exposures.

PACKWOOD LAKE HYDROELECTRIC PROJECT

Energy Northwest owns and operates Packwood, a hydroelectric generating facility with a nameplate rating of 27.5
megawatts. Packwood is located near the town of Packwood in Lewis County, Washington, approximately 75 miles south-
southeast of Seattle, Washington. Packwood was granted a FERC operating license on March 1, 1960, and began commercial
operation in June 1964. The initial FERC license has a duration of 50 years and expires on February 28, 2010. Based on the
existing FERC licensing process, Energy Northwest initiated relicensing efforts in fiscal year 2004.
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Average annual generation for the facility is 92,000 megawatt-hours. The electric power produced at the facility is
expected to generate enough revenues to pay all Packwood costs, including debt service on the Packwood Bonds. Until October
2002, the electric power produced at the facility was sold to Bonneville for distribution to the original 12 public utilities who are
the Packwood participants. The Packwood participants are required to pay their share of the annual budget of the project, which
includes debt service on the Packwood Bonds, whether or not the project is producing power or capable of producing power. As
of November 2002, the power produced is being sold directly to two of those participants, Benton County PUD and Franklin
County PUD. The one year agreements with Benton County PUD and Franklin County PUD expire on November 1, 2004.

NINE CANYON WIND PROJECT

Energy Northwest previously completed construction of the first phase of a wind energy project, capable of generating
48.1 megawatts of electricity. The project is located on leased land, near Kennewick, Washington, and includes 37 wind
turbines. Each turbine has a power generating capacity of 1,300 kilowatts. The turbines were manufactured by BONUS Energy
A/S, a Denmark corporation. In early November 2001, Energy Northwest issued approximately $70.7 million of bonds to
finance the acquisition, development and construction costs of the project. The project is a separate system of Energy Northwest
and the bonds are secured by, and payable solely from, the revenues derived by Energy Northwest under power purchase
agreements executed with public utility purchasers, including Energy Northwest, which has acquired a portion of the Phase I
capability for station use by Columbia. Energy Northwest recently completed construction of the second phase of the Nine
Canyon Wind Energy Project, capable of generating 15.6 megawatts of electricity. Phase II is located on the same site as Phase I,
and includes 12 identical wind turbines. In May 2003, Energy Northwest issued approximately $22 million of bonds to finance
the acquisition, development and construction costs of Phase II of the project. The bonds are secured in the same manner as the
Phase I bonds. Energy Northwest did not acquire any portion of the Phase II capability. The purchasers are required to pay their
share of the annual budget of the project, which includes debt service on the related bonds, whether or not the project is operating
or capable of operating. Power costs for the project to be billed to the purchasers are expected to be in the range of 3.5 cents per
kilowatt hour to 3.9 cents per kilowatt hour during the first five fiscal years of operation and the cost allocable to Energy
Northwest would constitute an operating expense of Columbia. See “ENERGY NORTHWEST — THE COLUMBIA
GENERATING STATION — Management Discussion of Operations” in this Official Statement.

PROJECT 1

Project 1 is a partially completed nuclear electric generating project located about 160 miles southeast of Seattle,
Washington, on DOE’s Hanford Reservation, approximately one and one-half miles east of Columbia and was terminated in May
1994. The Project 1 Project Agreement and the Project 1 Net Billing Agreements ended upon termination of Project 1, except for
certain provisions relating to billing and payment processes. See “SECURITY FOR THE NET BILLED BONDS — NET
BILLING AND RELATED AGREEMENTS — Payment Procedures” in this Official Statement. The Project 1 Post Termination
Agreement also facilitates the administration, budgeting and payment processes post termination. After termination, Energy
Northwest proceeded to offer for sale assets in the form of uninstalled operating equipment and construction materials in light of
the fact that there was no market for the sale of Project 1 in its entirety. Certain of these assets have been sold.

Energy Northwest has been planning for the demolition of Project 1 and restoration of the site. In addition to funding
for the payment of debt service on Project 1 Net Billed Bonds, funding has continued for administrative efforts associated with
asset sales and planning for the demolition and site restoration activities for Project 1. Sources of funding are derived through the
Project 1 Net Billing Agreements and monies held in the Project 1 Construction Fund.

Site restoration requirements for Project 1 (as well as Project 4) are governed by a site certification agreement between
Energy Northwest and the State of Washington and regulations adopted by EFSEC and a lease agreement with DOE.

Energy Northwest, Bonneville, EFSEC and DOE executed an agreement concerning site restoration of Projects 1 and 4
in December 2003. The agreement provides that final remediation may be deferred up to 23 years and completion of final
remediation within about three years after the end of the deferral period. Near term remediation is to be completed within two
years to implement specified health, safety, and environmental protection cleanup activities. This near term work scope is
currently estimated to cost $4 million and is scheduled for completion in 2005.

The agreement requires Bonneville to fund this site remediation plan for Projects 1 and 4 and the cost for both sites’
remediation is estimated at $45 million (calendar year 2003 dollars). Bonneville has placed funds in an external interest-bearing
account in order to have sufficient funds for the eventual final remediation. Bonneville’s site remediation obligation, even if
reuse of the sites and structures does not occur, is not conditioned on the adequacy of funds in the trust account.

In January 2004, Energy Northwest adopted a policy statement for the potential reuse of Projects 1 and 4. This policy
provides for the continued safe, environmentally sound, and cost efficient operation of the Columbia Generating Station in the
best interests of Energy Northwest, Bonneville, public power, and the region’s ratepayers. Any proposed uses, whether public or
private, will be subject to contributing to the goals of assuring public health and safety, reducing Columbia’s cost of power,
reducing Projects 1 and 4 costs, and providing for local economic development.
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PROJECT 3

Project 3 is a partially complete nuclear electric generating project located in southeastern Grays Harbor County,
Washington, approximately 70 miles southwest of Seattle, Washington and was terminated in June 1994. The Project 3 Project
Agreement and the Project 3 Net Billing Agreements ended upon termination of Project 3, except for certain provisions relating
to billing and payment processes. See “SECURITY FOR THE NET BILLED BONDS — NET BILLING AND RELATED
AGREEMENTS — Payment Procedures” in this Official Statement. The Project 3 Post Termination Agreement also facilitates
the administration, budgeting and payment processes post termination.

After termination, Energy Northwest proceeded to offer for sale assets in the form of uninstalled operating equipment
and construction materials in light of the fact that there was no market for the sale of Project 3 in its entirety. During 1995, a
group from Grays Harbor County, Washington, interested in local economic development, formed the Satsop Redevelopment
Project. The Satsop Redevelopment Project is a coalition of governments established by inter-local agreement between Grays
Harbor County, the Port of Grays Harbor and Public Utility District No. 1 of Grays Harbor County. The transfer of the Project 3
site properties and facilities (other than the Satsop CT site) was made in 1999 to said local public agencies for purposes of
economic development.

PROJECTS 4 AND 5

Projects 4 and 5 were terminated in January 1982. The Project 4/5 Bonds went into default on July 22, 1983.
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.

HANFORD GENERATING PROJECT

Energy Northwest owns HGP, which is located on DOE’s Hanford Reservation, approximately 140 miles southeast of
Seattle, Washington. HGP was an 860 megawatt plant that operated from April 1966 through January 1987 and generated 65.9
billion kilowatt-hours of electricity. Preservation of HGP physical assets was discontinued in September 1993. Energy
Northwest and DOE reached agreement in May 2002 concerning DOE’s liability for radioactive contamination and its related
impacts on HGP site restoration. Per the agreement, DOE will reimburse Energy Northwest for all cost impacts related to the
radioactive contamination of the piping and equipment. Activities are currently underway to complete restorations by March
2005.

All basic administrative costs incurred from September 1993 through June 1999 were paid from monies held in the
HGP Revenue Fund and all such costs subsequently incurred and to be incurred in the future have been and will be paid from
monies held in the Project 1 Revenue Fund.

OTHER ACTIVITIES
Satsop CT

In 1990, the Board of Directors of Energy Northwest voted to study the siting of a combustion turbine power plant at
the Projects 3 and 5 site. Beginning in 1992, Energy Northwest submitted a series of proposals to Bonneville in response to
Bonneville’s solicitations for new generating resources. In June 1993, Bonneville notified Energy Northwest that Energy
Northwest’s combustion turbine, known as the Satsop CT, was selected as one of three combustion turbine power plants to be
designed and permitted and held as an “option” under Bonneville’s Resource Contingency Program. All required environmental
studies and permit applications for two combustion turbine power plant units and all state and federal permits and environmental
impact statements had been approved or obtained.

During 2000, because of a shortage of power on the West Coast, several energy companies approached Energy
Northwest about purchasing the Satsop CT site. In response to Energy Northwest’s solicitation of proposals, Duke Energy Grays
Harbor LLC (“Duke Grays Harbor”), an unregulated subsidiary of Duke Energy, submitted a proposal that was approved by
Energy Northwest’s Executive Board on January 3, 2001. The purchase agreement with Duke Grays Harbor, signed on January
11, 2001, provides for Energy Northwest to receive $10 million in payment for the site or, in the alternative, $5 million if it
successfully negotiates a contract with Duke Grays Harbor to operate the first 500 megawatt natural gas-fired power plant to be
completed on the site. Energy Northwest has been retained to operate the first power plant on the site for an initial period of five
years and has received the $5 million payment. Under the contract, the maximum liability of Energy Northwest is limited to the
net income received from Duke Grays Harbor for the preceding 12-month period, with an aggregate liability of up to $1 million
for the term of the contract. On August 26, 2002, Duke Grays Harbor made the decision to put the project on hold.

Resource Development

Several years ago, Energy Northwest set out to develop new sources of electricity generation and provide energy and
environmental related services to meet the needs of its member utilities and the region. Since 1992, Energy Northwest has
provided a wide range of chemical analysis and environmental monitoring services to utility, municipal, commercial, and nuclear
customers. Energy Northwest is a founding member of NoaNet, offering access to a fiber-optic cable network licensed from
Bonneville and other broadband providers. Energy Northwest is actively investing in emerging technologies through its support
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of the Applied Process Engineering Laboratory, currently in its sixth year of operation. Energy Northwest has begun the search
for biomass generating locations, adhering to its commitment to develop alternative power resources.

The Energy Northwest Board of Directors approved a second wind power project in April 2002. The Zintel Canyon
Wind Project is planned to be located adjacent to the Nine Canyon Wind Project and has a potential capacity of about 25
megawatts. The Project is in the early planning stages. Studies necessary to determine project feasibility and utility customer
interest are underway.

All of these current and future Energy Northwest initiatives to develop new sources of electricity generation and related
energy and environmental services have been or will be funded from sources other than Bonneville, the Net Billing Agreements
or Projects 1, 3 and Columbia.

Net Billed Projects Litigation and Claims

The following is a discussion of litigation and claims relating to the Net Billed Projects to which Energy Northwest is a
party:

Durametal Brake Company v. Energy Northwest. This is an action filed by Durametal Brake Company, LLC
(“DuraBrake”) versus Energy Northwest in Benton County Superior Court arising out of a landlord-tenant dispute relating to
DuraBrake’s leasing of an empty warehouse from Energy Northwest. This dispute relates to the leasehold agreement and
commitments relating to the provision of upgraded electrical service to the warehouse. DuraBrake was a start-up business,
attempting to develop a market in brake drum manufacturing. Following its inability to successfully conduct operations,
DuraBrake filed a complaint for damages for breach of contract, tortious breach of contract, repudiation/breach of lease
agreement, and retaliatory eviction in violation of public policy and tortious interference with business expectancy. DuraBrake
engaged an expert who offered an opinion that DuraBrake had suffered damages in excess of $10 million. Energy Northwest in
its answer to the claims brought by DuraBrake has denied the same. This matter is not currently set for trial and the outcome of
the lawsuit cannot be predicted at this time.

Washington State Department of Revenue and General Electric. This is a contingent claim for taxes owed to the
Washington State Department of Revenue for the period of 1995 through 2001. Energy Northwest has an agreement with

General Electric that provides Energy Northwest the right to purchase services and goods from General Electric at a discount.
The Washington State Department of Revenue has completed two separate audits of General Electric covering 1995 through
2001. The Department of Revenue has assessed sales tax and business and occupation tax on sales made by General Electric to
Energy Northwest under its agreement. The issue is whether the taxes are owed on the full price of the goods or service or on
the discounted price. The Department of Revenue has asserted that the “discount” is a cash item and that sales tax is due on the
gross sales price. The assessment against General Electric is in the aggregate amount of $5,612,447. Contract language in the
Energy Northwest and General Electric agreement requires Energy Northwest to indemnify General Electric for additional tax
liability arising out of the discount program. Energy Northwest contests the Department of Revenue’s assertions and expects to
assert defenses that mitigate both the amount and likelihood of an adverse judgment in this matter. The outcome of this matter
cannot be predicted at this time.

LEGAL MATTERS

The approving opinion of Preston Gates & Ellis LLP, Bond Counsel to Energy Northwest, as to the legality of the 2004
Bonds will be in substantially the forms appended hereto in Appendix D-1 — “PROPOSED FORMS OF OPINIONS OF BOND
COUNSEL.” The opinion of Orrick, Herrington & Sutcliffe LLP, Special Tax Counsel, as to the exclusion of the interest on the
Series 2004-A Bonds and the Columbia 2004-C Bonds from the gross income of the owner thereof for federal income tax
purposes will be in substantially the form appended hereto in Appendix E — “PROPOSED FORM OF OPINION OF SPECIAL
TAX COUNSEL.”

Bond Counsel will also render a supplemental opinion with respect to the validity and enforceability of the Net Billing
Agreements and the Assignment Agreements. As to the due authorization, execution and delivery of such Net Billing
Agreements and the Assignment Agreements by Bonneville and certain other matters relating to Bonneville, Bond Counsel will
rely on the opinion of Bonneville’s General Counsel. In rendering its opinion with respect to the Net Billing Agreements, Bond
Counsel will assume, among other things, (1) the due incorporation and valid organization and existence as a municipality,
publicly owned utility or rural electric cooperative, as applicable, of each Participant, (2) the due authorization by such
Participant of the requisite governmental or corporate action, as the case may be, and due execution and delivery of the Net
Billing Agreements to which such Participant is a party and that all assignments of any Participants’ obligations under the Net
Billing Agreements were properly done and (3) with respect to the Participants’ obligations under the Net Billing Agreements, no
conflict or violations under applicable law. In rendering its opinion as to the enforceability of the Net Billing Agreements against
the Participants, Bond Counsel has assumed the continued obligations of Bonneville, and performance by Bonneville of its
obligations under, the Net Billing Agreements and Assignment Agreements and such opinion does not address the effect on the
enforceability against the Participants if Bonneville is no longer obligated under the Net Billing Agreements and Assignment
Agreements or of nonperformance thereunder by Bonneville. The assumption in the prior sentence does not affect Bond
Counsel’s opinion as to the enforceability of the Net Billing Agreements and Assignment Agreements against Bonneville. In the
event a Participant’s obligations under the Net Billing Agreements are no longer enforceable against such Participant, it is the
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opinion of Bond Counsel that Bonneville is obligated under the Net Billing Agreements, the Assignment Agreements and the
1989 Letter Agreement to pay to Energy Northwest the amounts required to be paid by such Participant under the Net Billing
Agreement. A copy of the proposed form of supplemental opinion of Bond Counsel is appended hereto in Appendix D-2 —
“PROPOSED FORMS OF SUPPLEMENTAL OPINIONS OF BOND COUNSEL.”

See “SECURITY FOR THE NET BILLED BONDS — NET BILLING AND RELATED AGREEMENTS —
Assignment Agreements” for a discussion of Bonneville’s agreement to pay directly to Energy Northwest certain amounts which
are not paid by a Participant and for a discussion of certain of Bonneville’s obligations under the Assignment Agreements.

Certain legal matters, including the enforceability against Bonneville of the Net Billing Agreements and the
Assignment Agreements relating to Project 1, Columbia and Project 3, will be passed upon for Bonneville by its General Counsel
and by its Special Counsel, Orrick, Herrington & Sutcliffe LLP, New York, New York.

Certain legal matters will be passed upon for the Underwriters by Fulbright & Jaworski L.L.P., New York, New York,
Counsel to the Underwriters.

TAX MATTERS
Tax Exemption - Series 2004-A Bonds and Columbia 2004-C Bonds

In the opinion of Special Tax Counsel, based upon an analysis of existing laws, regulations, rulings and court decisions,
and assuming, among other matters, the accuracy of certain representations and compliance with certain covenants, (a) interest on
the Series 2004-A Bonds is excluded from gross income for federal income tax purposes under Title XIII of the Tax Reform Act
of 1986, as amended (the “1986 Act”), and Section 103 of the Internal Revenue Code of 1954, as amended (the “1954 Code”)
and (b) interest on the Columbia 2004-C Bonds is excluded from gross income for federal income tax purposes under Title XIII
of the 1986 Act and Section 103 of the Internal Revenue Code of 1986, as amended (the “1986 Code”). Special Tax Counsel is
of the further opinion that interest on the Series 2004-A Bonds and the Columbia 2004-C Bonds is not a specific preference item
for purposes of the federal individual or corporate alternative minimum taxes, although Special Tax Counsel observes that such
interest is included in adjusted current earnings in calculating federal corporate alternative minimum taxable income. In
rendering its opinion, Special Tax Counsel has relied on the opinion of Bond Counsel as to the validity of the Series 2004-A
Bonds, validity of the Columbia 2004-C Bonds and the due authorization and issuance of these Bonds. A complete copy of the
proposed form of opinion of Special Tax Counsel is set forth in Appendix E — “PROPOSED FORM OF OPINION OF
SPECIAL TAX COUNSEL.”

Series 2004-A Bonds and Columbia 2004-C Bonds purchased, whether at original issuance or otherwise, for an amount
higher than their principal amount payable at maturity (or, in some cases, at their earlier call date) (“Premium Bonds”) will be
treated as having amortizable bond premium. No deduction is allowable for the amortizable bond premium in the case of bonds,
like the Premium Bonds, the interest on which is excluded from gross income for federal income tax purposes. However, the
amount of tax-exempt interest received, and a purchaser’s basis in a Premium Bond, will be reduced by the amount of
amortizable bond premium properly allocable to such purchaser. Beneficial Owners of Premium Bonds should consult their own
tax advisors with respect to the proper treatment of amortizable bond premium in their particular circumstances.

The 1986 Act, the 1954 Code and the 1986 Code impose various restrictions, conditions and requirements relating to
the exclusion from gross income for federal income tax purposes of interest on obligations such as the Series 2004-A Bonds and
the Columbia 2004-C Bonds. Energy Northwest and Bonneville have made certain representations and have covenanted to
comply with certain restrictions designed to ensure that interest on the Series 2004-A Bonds and the Columbia 2004-C Bonds
will not be included in federal gross income. Inaccuracy of these representations or failure to comply with these covenants may
result in interest on the Series 2004-A Bonds and the Columbia 2004-C Bonds being included in gross income for federal income
tax purposes, possibly from the date of original issuance of these Bonds. The opinion of Special Tax Counsel assumes the
accuracy of these representations and compliance with these covenants. Special Tax Counsel has not undertaken to determine (or
to inform any person) whether any actions taken (or not taken) or events occurring (or not occurring) after the date of issuance of
the Series 2004-A Bonds and the Columbia 2004-C Bonds may adversely affect the value of, or the tax status of, interest on these
Bonds.

Certain agreements, requirements and procedures contained or referred to in the Net Billed Resolutions, as applicable,
the Tax Matters Certificates to be executed and delivered by Energy Northwest and by Bonneville simultaneously with the
issuance of the Series 2004-A Bonds and the Columbia 2004-C Bonds, and other relevant documents may be changed and certain
actions (including without limitation defeasance of the 2004-A Bonds or the Columbia 2004-C Bonds) may be taken or omitted
under the circumstances and subject to the terms and conditions set forth in such documents. Special Tax Counsel expresses no
opinion as to any Series 2004-A Bond or any Columbia 2004-C Bond or the interest thereon if any such change occurs or action
is taken or omitted upon the advice or approval of counsel other than Orrick, Herrington & Sutcliffe LLP.

Although Special Tax Counsel is of the opinion that interest on the Series 2004-A Bonds and the Columbia 2004-C
Bonds is excluded from gross income for federal income tax purposes, the ownership or disposition of, or the accrual or receipt
of interest on, these Bonds may otherwise affect a Beneficial Owner’s federal or state tax liability. The nature and extent of these
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other tax consequences will depend upon the particular tax status of the Beneficial Owner or the Beneficial Owner’s other items
of income or deduction. Special Tax Counsel expresses no opinion regarding any such other tax consequences.

The opinion of Special Tax Counsel is based on current legal authority and represents Special Tax Counsel’s judgment
as to the proper treatment of the Series 2004-A Bonds and the Columbia 2004-C Bonds for federal income tax purposes. It is not
binding on the IRS or the courts. Special Tax Counsel’s engagement with respect to the 2004 Bonds ends with the issuance of
the 2004 Bonds, and, unless separately engaged, Special Tax Counsel is not obligated to defend the tax-exempt status of the
Series 2004-A Bonds and the Columbia 2004-C Bonds in the event of an audit examination by the IRS. Under current
procedures, parties other than Energy Northwest, including Beneficial Owners, will have little if any right to participate in the
examination process. Moreover, because achieving judicial review in connection with an audit examination of tax-exempt bonds
is difficult, obtaining an independent review of IRS positions with which Energy Northwest or Bonneville legitimately disagree,
may not be practical. If such a situation arises, Energy Northwest, Bonneville or Beneficial Owners of the Series 2004-A Bonds
or the Columbia 2004-C Bonds may incur significant expense, loss of market value to the Beneficial Owners, or both.

Future legislation, if enacted into law, or clarification of the 1954 Code or the 1986 Code may cause interest on the
Series 2004-A Bonds and the Columbia 2004-C Bonds to be subject, directly or indirectly, to federal income taxation, or
otherwise prevent Beneficial Owners from realizing the full current benefit of the tax status of such interest. The introduction or
enactment of any such future legislation or clarification of the 1954 Code or the 1986 Code may also affect the market price for,
or marketability of, the Series 2004-A Bonds and the Columbia 2004-C Bonds. Prospective purchasers of these Bonds should
consult their own tax advisors regarding any pending or proposed federal tax legislation, as to which Special Tax Counsel
expresses no opinion.

Tax Status of the Series 2004-B (Taxable) Bonds

In the opinion of Special Tax Counsel, interest on the Series 2004-B (Taxable) Bonds is not excluded from gross
income for federal income tax purposes under Title XIII of the 1986 Act, Section 103 of the 1954 Code or Section 103 of the
1986 Code. Special Tax Counsel expresses no opinion regarding any other federal or state tax consequences relating to the
ownership or disposition of, or the accrual or receipt of interest on, the Taxable Bonds. A complete copy of the proposed form of
opinion of Special Tax Counsel is set forth in Appendix E — “PROPOSED FORM OF OPINION OF SPECIAL TAX
COUNSEL.”

The following is a summary of certain of the United States federal income tax consequences of the ownership of the
Series 2004-B (Taxable) Bonds as of the date hereof. Each prospective investor should consult with its own tax advisor
regarding the application of United States federal income tax laws, as well as any state, local, foreign or other tax laws, to its
particular situation.

This summary is based on the 1986 Code, as well as Treasury regulations and administrative and judicial rulings and
practice. Legislative, judicial and administrative changes may occur, possibly with retroactive effect, that could alter or modify
the continued validity of the statements and conclusions set forth herein. This summary is intended as a general explanatory
discussion of the consequences of holding the Series 2004-B (Taxable) Bonds generally and does not purport to furnish
information in the level of detail or with the investor’s specific tax circumstances that would be provided by an investor’s own
tax advisor. For example, it generally is addressed only to original purchasers of the Series 2004-B (Taxable) Bonds that are
“U.S. holders” (as defined below), deals only with Series 2004-B (Taxable) Bonds held as capital assets within the meaning of
Section 1221 of the 1986 Code and does not address tax consequences to holders that may be relevant to investors subject to
special rules, such as individuals, trusts, estates, tax-exempt investors, foreign investors, cash method taxpayers, dealers in
securities, currencies or commodities, banks, thrifts, insurance companies, electing large partnerships, mutual funds, regulated
investment companies, real estate investment trusts, Financial Asset Securitization Investment Trusts, S corporations, persons
that hold Series 2004-B (Taxable) Bonds as part of a straddle, hedge, integrated or conversion transaction, and persons whose
“fun