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Management Report on Responsibility
for Financial Reporting

The management of Energy Northwest is responsible for preparing the accompanying financial statements and
for their integrity. The statements were prepared in accordance with generally accepted accounting principles applied on
a consistent basis, and include amounts that are based on management’s best estimates and judgments.

The financial statements have been audited by PricewaterhouseCoopers LLP, Energy Northwest's independent
accountants. Management has made available to PricewaterhouseCoopers LLP all financial records and related data, and
believes that all representations made to PricewaterhouseCoopers LLP during its audit were valid and appropriate.

Management has established and maintains internal control procedures that provide reasonable assurance as to
the integrity and reliability of the financial statements, the protection of assets from unauthorized use or disposition, and
the prevention and detection of fraudulent financial reporting. These control procedures provide appropriate division of
responsibility and are documented by written policies and procedures.

Energy Northwest maintains an ongoing internal auditing program that provides for independent assessment of
the effectiveness of internal controls, and for recommendations of possible improvements thereto. In addition,
PricewaterhouseCoopers LLP has considered the internal control structure in order to determine their auditing procedures
for the purpose of expressing an opinion on the financial statements. Management has considered recommendations
made by the internal auditor and PricewaterhouseCoopers LLP concerning the control procedures and has taken
appropriate action to respond to the recommendations. Management believes that, as of June 30, 2005, internal control
procedures are adequate.

J.V. Parrish A.E. Mouncer
Chief Executive Officer Vice President,
Corporate Services/General Counsel/CFO

Audit, Legal and Finance Committee
Chairman’s Letter

The Executive Board’s Audit, Legal and Finance Committee is composed of six independent directors. Members
of the Committee are Larry Kenney, Chairman; Vera Claussen; Sid Morrison; Jack Janda, David Remington, Amy
Solomon; Roger Sparks; and Ted Coates, Ex Officio. The Committee held 10 meetings during the fiscal year ended June
30, 2005.

The Committee oversees Energy Northwest’s financial reporting process on behalf of the Executive Board. In
fulfilling its responsibilities, the Committee discussed with the internal auditor and the independent accountants, the
overall scope and specific plans for their respective audits, and reviewed Energy Northwest's financial statements and the
adequacy of Energy Northwest's internal controls.

The Committee met regularly with Energy Northwest's internal auditor and independent accountants to discuss
the results of their examinations, their evaluations of Energy Northwest's internal controls, and the overall quality of
Energy Northwest's financial reporting. The meetings were designed to facilitate any private communications with the
Committee desired by the internal auditor or independent accountants.

Larry Kenney
Chairman,
Audit Legal and Finance Committee
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Report of Independent Auditors

To the Executive Board of Energy Northwest

We have audited the accompanying balance sheet of Energy Northwest and the related individual balance sheets of
Energy Northwest's business units and internal service fund as of June 30, 2005, and the related statement of operations
and fund equity and of cash flows for the year then ended. Energy Northwest's business units include the Columbia
Generating Station, Packwood Lake Hydroelectric Project, Nuclear Project No. 1, Nuclear Project No. 3, the Business
Development Fund, Grays Harbor Energy Facility, and the Nine Canyon Wind Project. These basic financial statements
are the responsibility of Energy Northwest’'s management. Our responsibility is to express an opinion on these basic
financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audits to obtain reasonable assurance about whether the basic
financial statements are free from material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the basic financial statements referred to above present fairly, in all material respects, the financial position
of Energy Northwest and Energy Northwest’s business units and internal service fund as of June 30, 2005, and the results
of their operations and cash flows for the years then ended in conformity with accounting principles generally accepted in
the United States of America.

The Management’'s Discussion and Analysis listed in the table of contents is not a required part of the basic financial
statements but is supplementary information required by the Governmental Accounting Standards Board. We have
applied certain limited procedures, which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the required supplementary information. However, we did not audit the information and
express no opinion on it.

PrvcscnTorhoslogpers LLP

October 20, 2005
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