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   220 N.W. SECOND AVENUE

   PORTLAND, OR 97209

April 17, 2006

To the Shareholders of Northwest Natural Gas Company:

We cordially invite you to attend the 2006 Annual Meeting of Shareholders of Northwest Natural Gas Company (the Company), which will be
held in the Colonel Lindbergh Room of the Embassy Suites Hotel, 319 SW Pine Street, Portland, Oregon, on Thursday, May 25, 2006,
commencing at 2:00 p.m., Pacific Daylight Time. We look forward to greeting as many of our shareholders as are able to join us.

At the meeting you will be asked to consider and vote upon: (1) the election of four Class I directors for terms of three years, (2) the reapproval
of the Company�s Long-Term Incentive Plan, (3) the amendment of the Company�s Employee Stock Purchase Plan, (4) the restatement of the
Company�s Restated Articles of Incorporation, (5) the amendment of Article IV of the Restated Articles of Incorporation and (6) the ratification
of the appointment of PricewaterhouseCoopers LLP as the Company�s independent auditors for the year 2006. Your Board of Directors
unanimously recommends that you vote FOR each of Proposals 1, 2, 3, 4, 5 and 6.

In connection with the meeting, we enclose a notice of the meeting, a proxy statement and a proxy card. Detailed information relating to the
Company�s activities and operating performance is contained in our 2005 Annual Report, which is also enclosed.

It is important that your shares are represented and voted at the meeting. Whether or not you plan to attend, please vote your shares in one of
three ways: via Internet, telephone or mail. Instructions regarding Internet and telephone voting are included on the proxy card. If you elect to
vote by mail, please sign, date and return the proxy card in the enclosed postage-paid envelope. Your proxy may be revoked at any time before it
is exercised in the manner set forth in the proxy statement.

Sincerely,

/s/ Richard L. Woolworth

Richard L. Woolworth

/s/ Mark S. Dodson

Mark S. Dodson
Chairman of the Board President and Chief Executive Officer
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NORTHWEST NATURAL GAS COMPANY

ONE PACIFIC SQUARE

220 N.W. SECOND AVENUE

PORTLAND, OREGON 97209

(503) 226-4211

NOTICE OF 2006 ANNUAL MEETING OF SHAREHOLDERS

Portland, Oregon, April 17, 2006

To the Shareholders:

The 2006 Annual Meeting of Shareholders of Northwest Natural Gas Company will be held in the Colonel Lindbergh Room of the Embassy
Suites Hotel, 319 SW Pine Street, Portland, Oregon, on Thursday, May 25, 2006, at 2:00 p.m., Pacific Daylight Time, for the following
purposes:

1. to elect four Class I directors to a term of three years;

2. to reapprove the Company�s Long-Term Incentive Plan;

3. to amend the Company�s Employee Stock Purchase Plan;

4. to restate the Company�s Restated Articles of Incorporation;

5. to amend Article IV of the Company�s Restated Articles of Incorporation;

6. to ratify the appointment of PricewaterhouseCoopers LLP as the Company�s independent public accountants for the year 2006; and

7. to transact such other business as may properly come before the meeting or any adjournment thereof.

Holders of record at the close of business on April 6, 2006 are entitled to vote upon all matters properly submitted to shareholder vote at the
meeting.
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The Board of Directors of the Company is soliciting the proxies of all holders of the Common Stock who may be unable to attend the meeting in
person. These proxies also will instruct the relevant fiduciary under the Company�s Dividend Reinvestment and Direct Stock Purchase Plan or
Retirement K Savings Plan to vote any shares held for shareholders� benefit under those Plans, as indicated on the proxies. A proxy and a
stamped return envelope are enclosed for your use. No postage is needed if mailed in the United States. Instructions regarding Internet and
telephone voting also are included on the enclosed proxy card.

Your vote is very important to us.

We urge you to vote by promptly marking, signing, dating and returning the enclosed proxy card, or by granting a proxy by telephone
or the Internet in accordance with the instructions on the enclosed proxy card, as soon as possible. Your prompt vote will save the
Company the additional expense of further requests to ensure the presence of a quorum. You may vote in person at the meeting whether
or not you previously have returned your proxy.

By Order of the Board of Directors,

/s/ C. J. Rue
C. J. Rue
Secretary
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NORTHWEST NATURAL GAS COMPANY

ONE PACIFIC SQUARE

220 N.W. SECOND AVENUE

PORTLAND, OREGON 97209

(503) 226-4211

2006 ANNUAL MEETING OF SHAREHOLDERS

TO BE HELD MAY 25, 2006

PROXY STATEMENT

The Board of Directors of Northwest Natural Gas Company is soliciting the proxies of all holders of the Common Stock who may be unable to
attend in person the Annual Meeting of Shareholders to be held in the Colonel Lindbergh Room of the Embassy Suites Hotel, 319 SW Pine
Street, Portland, Oregon, on Thursday, May 25, 2006, at 2:00 p.m., Pacific Daylight Time. The Company requests that you sign and return the
enclosed proxy promptly. Alternatively, you may grant your proxy by telephone or the Internet.

The Company�s Annual Report for the fiscal year ended December 31, 2005, including audited financial statements, is being mailed to all
shareholders, together with this proxy statement and the accompanying proxy card, commencing April 17, 2006.

The close of business on April 6, 2006 has been fixed as the record date for the determination of shareholders entitled to notice of and to vote at
the meeting.

VOTING BY PROXY AND HOW TO REVOKE YOUR PROXY

You may vote your shares either in person or by duly authorized proxy. You may use the proxy card accompanying this proxy statement if you
are unable to attend the meeting in person or you wish to have your shares voted by proxy even if you do attend the meeting. If you are a
registered shareholder, you may vote by telephone, Internet or mail, or you may vote your shares in person at the meeting. To vote:

By telephone (do not return your proxy card)

� On a touch-tone telephone, call the toll-free number indicated on your proxy card. Telephone voting is available 24 hours a day, 7 days a
week, until 11:59 p.m. Eastern Daylight Time on May 24, 2006.
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� Have your proxy card available when you call.
� Follow the simple recorded instructions. You will be prompted to enter your 12-digit Control Number located on your proxy card.

By Internet (do not return your proxy card)

� Go to www.proxyvote.com. Internet voting is available 24 hours a day, 7 days a week, until 11:59 p.m. Eastern Daylight Time on
May 24, 2006.

� Have your proxy card available.
� Follow the simple instructions. You will be prompted to enter your 12-digit Control Number located on your proxy card.

By mail

� Mark your choice on your proxy card. If you properly execute your proxy card but do not specify your choice, your shares will be voted
�FOR� Proposals 1, 2, 3, 4, 5 and 6, as recommended by the Company�s Board of Directors.

� Date and sign your proxy card.
� Mail your proxy card in the enclosed postage-paid envelope. If your envelope is misplaced, send your proxy card to Northwest Natural

Gas Company, c/o Auto Data Processing Investor Communication Services, Proxy Services, 51 Mercedes Way, Edgewood, NY 11717.

1
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You may revoke your proxy at any time before the proxy is exercised (1) by delivering a written notice of revocation, (2) by filing with the
corporate secretary a subsequently dated, properly executed proxy, (3) by voting after the date of the proxy by telephone or Internet, or (4) by
attending the meeting and voting in person. Your attendance at the meeting, by itself, will not constitute a revocation of a proxy. You should
address any written notices of proxy revocation to:

Northwest Natural Gas Company

220 NW Second Avenue

Portland, OR 97209

Attention: Corporate Secretary

If your shares are held in nominee or street name by a bank or broker, you should follow the directions on the instruction form you receive from
your bank or broker as to how to vote, change your vote, or revoke your proxy.

If an adjournment of the meeting occurs, it will have no effect on the ability of shareholders of record as of the record date to exercise their
voting rights or to revoke any previously delivered proxies.

VOTING SECURITIES OF THE COMPANY

The 27,588,296 shares of Common Stock outstanding on March 17, 2006 were held by 9,014 shareholders residing in 50 states, the District of
Columbia and a number of foreign countries.

Each holder of Common Stock of record at the close of business on April 6, 2006 will be entitled to one vote for each share of Common Stock
so held on all matters properly submitted at the meeting. Such holder will be entitled to cumulative voting for directors; that is, to cast as many
votes for one candidate as shall equal the number of shares held of record multiplied by the number of directors to be elected, or to distribute
such number of votes among any number of the candidates.

A majority of the shares of Common Stock outstanding at the close of business on April 6, 2006 must be represented at the meeting, in person or
by proxy, to constitute a quorum for the transaction of business.

It is important that your shares be represented at the meeting. You are urged, regardless of the number of shares held, to sign and
return your proxy. Alternatively, you may grant your proxy by telephone or the Internet as described above.

2
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PROPOSAL 1 � ELECTION OF DIRECTORS

The Company�s Restated Articles of Incorporation provide that the Board of Directors be comprised of not less than nine nor more than 13
directors, with the exact number of directors to be determined by the Board. The Board has fixed the number of directors at 11. The Restated
Articles also provide that the Board of Directors be divided into three classes and that the number of directors in each class be as nearly equal in
number as possible. Members of each class are elected to serve a three-year term with the terms of office of each class ending in successive
years.

The term of Class I directors expires with this year�s Annual Meeting. Messrs. Timothy P. Boyle, Mark S. Dodson, Randall C. Papé and Richard
L. Woolworth are nominees for election to the Board as Class I directors to serve until the 2009 Annual Meeting or until their successors have
been duly qualified and elected. Each of these directors was elected by the shareholders at the 2003 Annual Meeting. In case any of the
nominees should become unavailable for election for any reason, the persons named in the proxy will have discretionary authority to vote for a
substitute. Management knows of no reason why any of the nominees would be unable to serve if elected.

Vote Required

Under Oregon law, if a quorum of shareholders is present at the Annual Meeting, the four nominees who receive the greatest number of votes
cast at the meeting shall be elected directors. Abstentions and broker non-votes are counted for purposes of determining whether a quorum exists
at the Annual Meeting but are not counted and have no effect on the results of the vote for directors.

The Board of Directors recommends the election of the nominees listed below.

3

Edgar Filing: NORTHWEST NATURAL GAS CO - Form DEF 14A

Table of Contents 10



Table of Contents

INFORMATION CONCERNING NOMINEES

AND CONTINUING DIRECTORS

NOMINEES FOR ELECTION TO BOARD OF DIRECTORS

Class I

(For a term ending in 2009)

Timothy P. Boyle

President and Chief Executive Officer, Columbia Sportswear Company, Portland, Oregon

Age: 56

Director since: 2003

Board Committees: Finance, Organization and Executive Compensation, Strategic Planning

Since 1989, Mr. Boyle has served as President and Chief Executive Officer of Columbia Sportswear Company, an active outdoor apparel and
footwear company headquartered in Portland, Oregon. He began working with Columbia Sportswear Company in 1970. Mr. Boyle is a member
of the Boards of Directors of Widmer Brothers Brewing, the University of Oregon Foundation and Oregon Trout and is a trustee of Reed
College and a past member of the Young Presidents� Organization. He earned a Bachelor of Science degree in Journalism from the University of
Oregon.

Mark S. Dodson

President and Chief Executive Officer of the Company, Portland, Oregon

Age: 61

Director since: 2003

Board Committees: None

Mr. Dodson became Chief Executive Officer of the Company on January 1, 2003, where he previously served as President, Chief Operating
Officer and General Counsel since 2001. He joined the Company in 1997 as Senior Vice President of Public Affairs and General Counsel,
following a 17-year career with the Portland law firm Ater Wynne Hewitt Dodson & Skerritt. Mr. Dodson serves on the executive committee of
Associated Oregon Industries and is a member of the Board of Directors of Catalyst Paper Corporation and the Oregon Business Council. He
also has worked on affordable housing issues as a board member and chairman of the Neighborhood Partnership Fund. Mr. Dodson is currently
the Chair of the Portland Business Alliance and was formerly Chairman of the Oregon State Board of Higher Education. He currently serves as a
Trustee of Linfield College and as a member of the Board of Directors of Waseda University USA, and recently headed the Oregon Governor�s
Task Force on Scholarship and Student Aid. He earned an undergraduate degree from Harvard University and a law degree from Boalt College
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of Law at the University of California, Berkeley.
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Randall C. Papé

President and Chief Executive Officer, The Papé Group, Inc., Eugene, Oregon

Age: 55

Director since: 1996

Board Committees: Governance, Finance (Chair), Public Affairs and Environmental Policy

Since 1981, Mr. Papé has served as President, Chief Executive Officer and a director of The Papé Group, Inc., a holding company for Papé
Machinery, Inc., Flightcraft, Inc., Papé Material Handling, Ditch Witch Northwest, Industrial Finance Co. and Papé Properties, Inc. He also is
President, CEO and a director of Liberty Financial Group, a holding company for LibertyBank, and its subsidiary, Commercial Equipment Lease
Corporation. He is an owner and director of Sanipac, Inc. and its subsidiary, Eco Sort LLC, and a partner in Papé Investment Company.
Mr. Papé serves as a commissioner of the Oregon Department of Transportation and also serves as chair of the Oregon Business Council. He is a
former director and past president of Mt. Bachelor, Inc. and a former trustee and past president of the University of Oregon Foundation. He
earned a Bachelor of Science degree in Finance from the University of Oregon.

Richard L. Woolworth

Chairman of the Board of the Company and Retired Chairman and Chief Executive Officer, The Regence Group,
Portland, Oregon

Age: 64

Director since: 2000

Board Committees: Governance (Chair), Audit

Mr. Woolworth became Chairman of the Board of the Company on March 1, 2005. From 1995 through 2003, Mr. Woolworth served as
Chairman and CEO of The Regence Group, the largest affiliation of BlueCross and/or BlueShield companies in the western United States. He
also served as Board Chairman of Regence BlueCross BlueShield of Oregon and Regence HMO Oregon. He also serves as a director of the
Columbia Mutual Funds. He is past chair of the national BlueCross and BlueShield Association, the Portland Chamber of Commerce, the
Oregon Business Council and United Way and has chaired fundraising drives for both United Way and the Juvenile Diabetes Foundation.
Mr. Woolworth is a former certified public accountant and a graduate of Lewis and Clark College in Portland.

5
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MEMBERS OF THE BOARD OF DIRECTORS CONTINUING IN OFFICE

Class II

(Term ending in 2007)

Tod R. Hamachek

Former Chairman and Chief Executive Officer, Penwest Pharmaceuticals Company, Danbury, Connecticut

Age: 60

Director since: 1986

Board Committees: Governance, Audit, Strategic Planning (Chair)

Mr. Hamachek served as Chairman and Chief Executive Officer of Penwest Pharmaceuticals Company from October 1997 to February 2005.
Penwest, which was spun off from Penford Corporation in 1998, is engaged in the research, development and commercialization of novel drug
delivery products and technologies. From 1985 until 1998, Mr. Hamachek served as President and Chief Executive Officer of Penford
Corporation, a diversified producer of specialty paper, food starches and pharmaceutical ingredients. He is a director of The Seattle Times
Company and The Blethen Corporation (the majority owner of The Seattle Times Company). Mr. Hamachek is also a trustee of the Aldrich
Museum of Contemporary Art in Ridgefield, Connecticut. He is a graduate of Williams College and Harvard Business School.

Kenneth Thrasher

Chairman and Chief Executive Officer, Compli Corporation, Portland, Oregon

Age: 56

Director since: 2005

Board Committees: Organization and Executive Compensation, Public Affairs and Environmental Policy

Since 2002, Mr. Thrasher has served as Chairman and Chief Executive Officer of Compli Corporation, a software solution provider for
management of compliance in employment practices and corporate governance. Prior to joining Compli, Mr. Thrasher served 19 years in
executive positions with Fred Meyer, Inc., including serving as President and Chief Executive Officer from 1999 to 2001, Executive Vice
President and Chief Administrative Officer from 1997 to 1999, and Senior Vice President and CFO for 10 years. Mr. Thrasher serves on the
board of directors of Friends of the Children, the Oregon Mentoring Initiative, the Portland Art Museum, the Childrens Institute, the Oregon
Business Council, the Leaders Roundtable and the Oregon Coast Aquarium. In 2001, he was appointed by the Oregon Governor as Chairperson
of the Quality Education Commission, a position he held until early 2005, including four years as chair. He is also a co-chair of Portland State
University�s capital endowment campaign. Mr. Thrasher earned a Bachelor of Science degree in Business Administration from Oregon State
University.

6
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Russell F. Tromley

Chairman and Chief Executive Officer, Tromley Industrial Holdings, Inc., Tualatin, Oregon

Age: 66

Director since: 1994

Board Committees: Audit, Governance, Organization and Executive Compensation (Chair)

Mr. Tromley became Chairman and Chief Executive Officer of Tromley Industrial Holdings, Inc. in 2005 after having served as President and
CEO since the company�s formation in 1990. Tromley Industrial Holdings is involved in nonferrous metals alloying and distribution, the
manufacture and sale of equipment for the foundry and steel industry, industrial equipment leasing and industrial and retail business property
investments. Mr. Tromley is a past President of the Casting Industry Suppliers Association and of the Arlington Club, and is a non-lawyer
arbitrator for, and a member of the House of Delegates of, the Oregon State Bar Association. He was a founding director of The Bank of the
Northwest, and served on the advisory board of Pacific Northwest Bank of Oregon and as a director emeritus of the Evans Scholars Foundation
and the Western Golf Association. Mr. Tromley is a member of the Board of Directors of the Harvard Business School Alumni Association.
Mr. Tromley attended the University of Washington and Harvard Business School.

Class III

(Term ending in 2008)

Martha L. �Stormy� Byorum

Senior Managing Director, Stephens Cori Capital Advisors, New York, New York

Age: 57

Director since: 2004

Board Committees: Audit, Finance

In January 2005, Ms. Byorum became Senior Managing Director of Stephens Cori Capital Advisors, a division of Stephens, Inc., a private
investment banking firm founded in 1933. From 2003 to 2004, Ms. Byorum served as Chief Executive Officer of Cori Investment Advisors,
LLC, which was spun off from Violy, Byorum & Partners (VB&P) in 2003. VB&P was the leading independent strategic advisory and
investment banking firm specializing in Latin America. Prior to co-founding VB&P in 1996, Byorum had a 24-year career at Citibank, where,
among other things, she served as Chief of Staff and Chief Financial Officer for Citibank�s Latin American Banking Group from 1986-1990,
overseeing $15 billion of loans and coordinating activities in 22 countries. She later was appointed the head of Citibank�s U.S. Corporate
Banking Business and a member of the bank�s Operating Committee and Customer Group with global responsibilities. A graduate of Southern
Methodist University and the Wharton School at the University of Pennsylvania, she is a Life Trustee of Amherst College, a Trustee Emeritus of
the Folger Shakespeare Library and a board member of Aeterna-Zentaris Laboratories, Inc., a biopharmaceutical company.
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John D. Carter

President and Chief Executive Officer, Schnitzer Steel Industries, Inc., Portland, Oregon

Age: 60

Director since: 2002

Board Committees: Audit (Chair), Finance, Governance

Mr. Carter has served as President and Chief Executive Officer of Schnitzer Steel Industries Inc. since May 2005. From 2002 to May 2005,
Mr. Carter was engaged in a consulting practice focused primarily on strategic planning in transportation and energy for national and
international businesses, as well as other small business ventures. From 1982 to 2002, Mr. Carter served in a variety of senior management
capacities at Bechtel Group, Inc. including Executive Vice President and Director, as well as President of Bechtel Enterprises, Inc., a wholly
owned subsidiary, and other operating groups. Prior to his Bechtel tenure, Mr. Carter was a partner in a San Francisco law firm. He is a director
of Schnitzer Steel Industries, FLIR Systems, Inc., and Kuni Automotive in the U.S. In the United Kingdom, he served as a director of London &
Continental Railways until February 2006, and, until December 2005, served as a director of Cross London Rail Links, Ltd. He is a graduate of
Stanford University and Harvard Law School.

C. Scott Gibson

President, Gibson Enterprises, Portland, Oregon

Age: 53

Director since: 2002

Board Committees: Public Affairs and Environmental Policy (Chair), Organization and Executive Compensation,
Strategic Planning

Mr. Gibson has been President of Gibson Enterprises, a venture capital firm, since its formation in 1992. In 1983, Mr. Gibson co-founded
Sequent Computer Systems and served as its President from 1988 until March 1992. Before his tenure at Sequent, Mr. Gibson served as General
Manager for the Memory Components Division of Intel Corporation. Mr. Gibson serves as Chairman of the Board of Radisys Corporation, and
as a director of TriQuint Semiconductor, Pixelworks and Electroglas, Inc. He also serves as a member of the Board of Trustees of the Oregon
Community Foundation, the OHSU Foundation and the Franklin W. Olin College of Engineering, and is Vice Chair of the Oregon Health and
Science University governing board. Mr. Gibson earned a Bachelor of Science degree in electrical engineering and a Masters in Business degree
from the University of Illinois.
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Richard G. Reiten

Retired Chairman and CEO of the Company, Portland, Oregon

Age: 66

Director since: 1996

Board Committees: Public Affairs and Environmental Policy, Finance, Strategic Planning

Mr. Reiten served as Chief Executive Officer of the Company from January 1, 1997 until December 31, 2002. He joined the Company as
President and Chief Operating Officer and was elected to the Board effective March 1, 1996. He was appointed to the additional position of
Chairman of the Board in September 2000, a position he held until February 28, 2005. Prior to joining the Company, from 1992 through 1995,
Mr. Reiten served as President and Chief Operating Officer of Portland General Electric Company (PGE) after serving as President of PGE�s
parent company, Portland General Corporation (PGC), from 1989 through 1992. He also served as a director of PGC from 1983 to 1987 and
from 1990 to 1995 when he retired from PGE. He is a director of U.S. Bancorp, Building Materials Holding Corporation, The Regence Group,
Idacorp and National Fuel Gas Company. He is a past chairman of the board of the American Gas Association and currently serves on the board
of Associated Electric and Gas Insurance Services Ltd., as Vice Chairman of The Nature Conservancy of Oregon and on the Board of the
Oregon Community Foundation. He is a past General Chairman of the United Way campaign for Portland and a past Chairman of both the
Portland Metropolitan Chamber of Commerce and the Association for Portland Progress. Mr. Reiten is a graduate of the University of
Washington and the Executive and Board of Directors Programs at Stanford Business School.

9
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INFORMATION CONCERNING THE

BOARD OF DIRECTORS AND ITS COMMITTEES

Annual Meeting Attendance

The Board of Directors conducts its annual organization meeting on the same date as the Annual Meeting of Shareholders, which all of the
directors are encouraged to attend. In 2005, all of the Company�s directors attended the Annual Meeting of Shareholders.

Independence

The Board of Directors has adopted Director Independence Standards to comply with updated New York Stock Exchange rules. The Director
Independence Standards, amended as of December 16, 2004, are available on the Company�s website at www.nwnatural.com. No director is
deemed independent unless the Board affirmatively determines that the director has no material relationship with the Company either directly or
as a partner, shareholder or officer of an organization that has a relationship with the Company. The Board applies its adopted standards as well
as additional qualifications prescribed under the listing standards of the New York Stock Exchange and applicable state and federal statutes.
Annually the Board determines whether each director meets the criteria of independence. In 2006, the Board determined that nine of the eleven
directors met the independence criteria. They are directors Boyle, Byorum, Carter, Gibson, Hamachek, Papé, Thrasher, Tromley and Woolworth.

Committees

There are six standing committees of the Board: the Audit, Governance, Organization and Executive Compensation, Finance, Public Affairs and
Environmental Policy and Strategic Planning Committees. Each of the committees operates according to a formal written charter, all of which
are reviewed annually and are available on the Company�s website at www.nwnatural.com. Copies of the charters are also available upon
request. The performance of each committee is reviewed annually. Each committee may obtain advice and assistance from internal or external
legal, accounting or other advisors, when appropriate.

Audit Committee

The Audit Committee is comprised of directors Byorum, Carter, Hamachek, Tromley and Woolworth, each of whom is an independent director
as defined under current New York Stock Exchange listing standards and the Company�s Director Independence Standards. Based on its review
of relevant information, the Board has determined that Mr. Woolworth is an �audit committee financial expert� and �independent� as those terms are
defined under applicable Securities and Exchange Commission rules.

The Audit Committee is responsible for overseeing matters relating to accounting, financial reporting, internal control and auditing. The
Committee is also responsible for the appointment, compensation, oversight and review of the independent registered public accounting firm,
and reviews the corporate audit and other internal accounting control matters with the independent auditor. A more detailed description of the
Audit Committee�s responsibilities is included in the �Report of the Audit Committee,� which is included on page 33. The Committee reports
regularly to the Board. The Committee held seven meetings during 2005. The Chair of the Committee, Mr. Carter, presides at all executive
sessions of the Committee.

Governance Committee
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The Governance Committee is empowered, during intervals between Board meetings, to exercise all of the authority of the Board in the
management of the Company, except as otherwise may be provided by law. The Committee, which serves as the nominating
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committee, makes recommendations to the Board regarding nominees for election to the Board, criteria for Board and committee membership
and policies that govern the Board�s activities, including the Corporate Governance Standards discussed below, and evaluates Board and
individual director performance. It also considers any questions of possible conflicts of interest of Board members and senior executives and
jointly reviews annually the performance of the CEO with the Organization and Executive Compensation Committee. This Committee is
comprised of directors Carter, Hamachek, Papé, Tromley and Woolworth, each of whom is an independent director as defined under current
New York Stock Exchange listing standards and the Company�s Director Independence Standards. The Committee held six meetings in 2005.
The Chair of the Committee, Mr. Woolworth, presides at all executive sessions of the Committee and executive sessions of the non-management
directors of the Board.

Organization and Executive Compensation Committee

The Organization and Executive Compensation Committee is comprised of directors Boyle, Gibson, Thrasher and Tromley, each of whom is an
independent director as defined under current New York Stock Exchange listing standards and the Company�s Director Independence Standards.
Each member of this Committee also meets the criteria as a �non-employee director� under applicable rules of the Securities and Exchange
Commission and the criteria for �outside directors� under Section 162(m) of the Internal Revenue Code of 1986, as amended. Mr. Tromley chairs
the Committee. The Committee reviews the performance of the CEO and other executive officers, considers executive compensation survey data
in making recommendations to the Board relating to the Company�s executive compensation program and benefit plans, and administers the
Restated Stock Option Plan, the Long-Term Incentive Plan, the Executive Deferred Compensation Plan, the Executive Annual Incentive Plan,
the Directors Deferred Compensation Plan and the Deferred Compensation Plan for Directors and Executives. This Committee also makes
recommendations to the Board regarding board compensation and organization and executive succession matters. Five meetings of this
Committee were held during 2005.

The Report of the Organization and Executive Compensation Committee is included on page 26.

Public Affairs and Environmental Policy Committee

The Public Affairs and Environmental Policy Committee reviews the Company�s policies and practices relating to significant public and political
issues that may have an impact on the Company�s business operations, financial performance or public image. It oversees the Company�s
programs and policies relating to civic, charitable and community affairs, safety and equal employment opportunity. The Committee also
develops and recommends to the Board appropriate environmental policies and advises the Board concerning the status of the Company�s
compliance with environmental regulations. The Committee makes recommendations to the Board to ensure that the Company fulfills its
objectives in a manner consistent with the responsibilities of good corporate citizenship. The Committee is comprised of directors Gibson, Papé,
Reiten and Thrasher. Mr. Gibson serves as Chair of the Committee. The Committee held three meetings in 2005.

Finance Committee

The Finance Committee is responsible for reviewing strategies and making recommendations to the Board with respect to the Company�s
financing programs, financial policy matters and material regulatory issues. The Committee consists of directors Boyle, Byorum, Carter, Papé
and Reiten. Mr. Papé chairs the Committee. The Committee held three meetings in 2005.
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Strategic Planning Committee

The Strategic Planning Committee is responsible for reviewing and making recommendations to management and the Board of Directors with
respect to the long-term strategic goals, objectives and plans of the Company for the purpose of creating and maintaining long-term shareholder
value. The Committee is comprised of directors Boyle, Gibson, Hamachek and Reiten. Mr. Hamachek chairs the Committee, which met three
times in 2005.

Board Nominations

The Board is responsible for selecting candidates for Board membership and the Governance Committee has been assigned the responsibility of
recommending to the Board of Directors nominees for election as directors. The Governance Committee has not used a third party to assist in
finding candidates. The Governance Committee, with recommendations and input from the Chairman of the Board, the Chief Executive Officer
and other directors, evaluates the qualifications of each director candidate in accordance with the Director Selection Criteria established by the
Board. The Director Selection Criteria includes three guiding principles: independence, absence of conflicts and diversity. Specific mandatory
criteria include, among other things:

� Reputation of high integrity and character and demonstrated record of ethical conduct;
� General knowledge of and interest in the Company and its business;
� Demonstrated record of prudence and good business judgment;
� Ability to think strategically and communicate effectively;
� Willingness to challenge and think independently;
� Commitment to the Company�s core values and purpose;
� Ability to foster a positive and focused atmosphere in the board room; and
� Not �over committed� by service on multiple other boards.

In addition, preferred criteria include, among other things, prior experience as a director of a public company, substantive knowledge of the
utility industry and the ability to understand, analyze and apply financial information and accounting rules.

Shareholders� recommendations for director-nominees may be submitted to the Secretary of the Company for consideration by the Governance
Committee. In evaluating shareholder recommendations for director-nominees, the Governance Committee applies the same Director Selection
Criteria discussed above. The Company�s Restated Articles of Incorporation provide that no person, except those nominated by the Board, shall
be eligible for election as a director at any annual or special meeting of shareholders unless a written request that his or her name be placed in
nomination, together with the written consent of the nominee, shall be received from a shareholder of record entitled to vote at such election by
the Secretary of the Company on or before the later of (a) the thirtieth day prior to the date fixed for the meeting, or (b) the tenth day after the
mailing of the notice of that meeting.

12

Edgar Filing: NORTHWEST NATURAL GAS CO - Form DEF 14A

Table of Contents 21



Table of Contents

NON-EMPLOYEE DIRECTOR COMPENSATION

Fees and Arrangements

Following the Organization and Executive Compensation Committee�s review of the existing terms of compensation for non-employee directors
and a review of a survey by the Committee�s independent consultant of compensation paid to non-employee directors of companies of
comparable size, the Board of Directors approved modifications to the terms of compensation to be paid to non-employee directors, effective
January 1, 2005. The compensation terms for non-employee members of the Board of Directors are described below:

Annual Cash Retainer (New Board members and all after 12/31/08): $ 55,000
Extra Annual Cash Retainer for Committee Chairs: $ 5,000
Extra Annual Cash Retainer for Audit Committee Chair: $ 10,000
Board Meeting Fees: $ 1,500
Committee Meeting Fees: $ 1,000
Extra Annual Cash Retainer for Chairman of the Board (effective March 1, 2005): $ 60,000

Assuming 14 meetings per year (7 Board and 7 Committee), for a Board member who chairs one Committee, the expected total annual
compensation would be $77,500.

Effective January 1, 2005, the Company increased its annual retainer for new directors from $35,000 to $55,000 and terminated the Company�s
Non-Employee Directors Stock Compensation Plan with respect to new awards on January 1, 2005 (see below). All awards outstanding under
the plan on January 1, 2005 will continue to vest according to the terms of the plan. Accordingly, current Board members who, as of the end of
2004, had unvested stock covered by outstanding awards, continue to vest with respect to such stock at approximately $20,000 worth of stock
per year through December 31, 2008. During that time, their annual cash retainer would be $35,000 instead of $55,000.

Also effective January 1, 2005, the per diem fee for each day or significant portion of a day spent in the conduct of Company business on a day
other than a day on which a meeting of the Board or a Board Committee is held was increased to $1,500.

During 2005, there were six meetings of the Company�s Board, each of which included an executive session of non-management directors. No
continuing director attended fewer than 75 percent of the total meetings of the Company�s Board or Committees on which he or she served.

In 2002, the Board approved an arrangement for Mr. Reiten whereby he agreed to serve as non-employee Chairman of the Board through
February 2005. According to the terms of the arrangement, Mr. Reiten was paid a monthly fee of $5,000 per month through February 2004 and,
after that date, was paid a reduced monthly fee of $2,500 per month through February 2005. In addition, he was entitled to standard
Board-approved cash and stock retainers and meeting fees, as well as office space, secretarial support and annual club dues. The Company
continued to provide access to office space and secretarial support from March 1, 2005 until February 28, 2006, a benefit valued at
approximately $104,000.

Non-Employee Directors Stock Compensation Plan
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pursuant to the Company�s Non-Employee Directors Stock Compensation Plan. These initial awards vested in monthly installments over the five
calendar years following the award. On January 1 of each year following the initial year, non-employee directors were awarded an additional
$20,000 of Common Stock, which vested in monthly installments in the fifth year following the award (after the previous award had fully
vested). The shares awarded were purchased in the open market by the Company at the time of award. Non-employee directors could elect to
receive awards in the form of deferred cash credits into the directors� cash accounts under the Directors Deferred Compensation Plan, rather than
in the form of Common Stock. Directors could elect also to defer unvested shares into their stock accounts under the Directors Deferred
Compensation Plan. Any amounts deferred according to the Directors Deferred Compensation Plan would generally vest at the same time that
the Common Stock would have vested.

All awards vest immediately upon the death of a director and upon a change in control of the Company. Unvested shares and unvested cash
credits are forfeited if the recipient ceases to be a director. Certificates representing a director�s vested shares are not delivered to the director
until after the director leaves the Board.

In September 2004, the Board of Directors amended the Non-Employee Directors Stock Compensation Plan to provide that no new awards will
be granted on or after January 1, 2005. Previous awards will continue to vest in monthly installments according to the original vesting schedule.

Deferred Compensation Plans

Directors Deferred Compensation Plan

Prior to January 1, 2005, directors could elect to defer the receipt of all or a part of their directors� fees under the Company�s Directors Deferred
Compensation Plan (DDCP). At the director�s election, deferred amounts were credited to either a �cash account� or a Company �stock account.� If
deferred amounts were credited to stock accounts, such accounts were credited with a number of shares based on the purchase price of the
Common Stock on the next purchase date under the Company�s Dividend Reinvestment and Direct Stock Purchase Plan, and such accounts were
credited with additional shares based on the deemed reinvestment of dividends. Cash accounts were credited quarterly with interest at a rate
equal to Moody�s Average Corporate Bond Yield plus two percentage points. The crediting rate was subject to a six percent minimum rate. The
rate was adjusted quarterly. At the election of the participant, deferred balances in the stock and/or cash accounts were payable after termination
of Board service in a lump sum, in installments over a period not to exceed 10 years, or in a combination of lump sum and installments.

The Company�s obligations under the DDCP are unfunded and benefits will be paid either from the general funds of the Company or from the
Umbrella Trust for Directors which has been established for the DDCP. With respect to the cash accounts, the Company has purchased life
insurance policies on the lives of the participants, the proceeds from which will be used to reimburse the Company for the payment of cash
benefits from the DDCP. The cost of any one individual participant cannot be properly allocated or determined because of overall Plan
assumptions. In addition, the Company has contributed cash and Common Stock to the trustee of the Umbrella Trust such that the Umbrella
Trust holds the number of shares of Common Stock equal to the number of shares credited to all directors� stock accounts. Shares so held will be
used to fund the Company�s obligation to pay out the stock accounts.

The Company may from time to time transfer other assets to the trustee of the Umbrella Trust to hold in trust for the benefit of DDCP
participants. The Company�s obligations under
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the DDCP are not limited to trust assets, and DDCP participants will have a claim against the Company for any payments not made by the
trustee. The Company instructs the trustee as to the investment of the trust�s assets and the trustee�s fees and expenses are paid by the Company.

Upon the occurrence of certain events, such as a change in control of the Company, termination of the DDCP or the failure by the Company to
provide the trust with adequate funds to pay current benefits, the Company may be required under the terms of the trust to contribute to the trust
annually the amount by which the present value of all benefits payable under the DDCP exceeds the value of the trust�s assets.

In September 2004, the Board approved an amendment to the DDCP partially terminating the plan so that no deferrals will be made to the plan
subsequent to December 31, 2004. All amounts deferred into the plan prior to December 31, 2004 will remain in the plan and all other
provisions of the DDCP remain in effect.

2005 Deferred Compensation Plan for Directors and Executives

In November 2004, the Board of Directors approved the Northwest Natural Gas Company Deferred Compensation Plan for Directors and
Executives (DCP), effective January 1, 2005.

The DCP replaced the existing Executive Deferred Compensation Plan (EDCP) and the DDCP as the vehicle for nonqualified deferral of
compensation by executives and directors. The DCP includes a number of technical changes from the EDCP and DDCP in provisions relating to
the timing of deferral elections and the timing of payout elections as necessary to comply with the deferred compensation requirements of the
American Jobs Creation Act of 2004. However, the DCP continues the basic provisions of the EDCP and DDCP under which deferred amounts
are credited to either a �cash account� or a Company �stock account.� Stock accounts represent a right to receive shares of Company Common Stock
on a deferred basis, and such accounts are credited with additional shares based on the deemed reinvestment of dividends. Cash accounts are
credited quarterly with interest at a rate equal to Moody�s Average Corporate Bond Yield plus two percentage points. The crediting rate is subject
to a six percent minimum rate. The Company�s obligation to pay deferred compensation in accordance with the terms of the DCP will generally
become due on retirement, death, or other termination of service, and will be paid in a lump sum or in installments of five or ten years as elected
by the participant in accordance with the terms of the DCP. The right of each participant in the DCP is that of a general, unsecured creditor of
the Company.

Directors Retirement Benefit

On January 1, 1998, in connection with the termination of a prior retirement benefit for directors and in lieu of that benefit, the Company
credited a number of shares of Company Common Stock to a stock account under the DDCP for each then current director. If such a director
retires from the Board at age 70 or older with 10 or more years of service as a director or if the director earlier dies or becomes disabled or if
there is an earlier change in control of the Company, the Company is obligated to deliver to the director (or to his or her beneficiary) the number
of shares credited to the account, plus an additional number of shares based on reinvested dividends credited to the account over time.
Concurrently with the creation of the stock accounts, the Company contributed to the Umbrella Trust for Directors a number of shares of the
Company�s Common Stock equal to the number of shares credited to directors� accounts. Such stock is held in the Umbrella Trust and will be
used to fund the Company�s obligation to pay out the stock accounts. The number of shares of Common Stock in the retirement benefit stock
account of each such director at December 31, 2005 was: Tod R. Hamachek, 858; Randall C. Papé, 647; Richard G. Reiten, 1,421; and Russell
F. Tromley, 1,321.
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CORPORATE GOVERNANCE STANDARDS

The Board of Directors adopted Corporate Governance Standards that are intended to provide the Company and its Board of Directors with
guidelines designed to ensure that business is conducted to serve stakeholders with the highest level of integrity. These Corporate Governance
Standards are reviewed annually by the Governance Committee to determine if changes should be recommended to the Board of Directors. The
Corporate Governance Standards, as amended as of September 21, 2005, are available on the Company�s website at www.nwnatural.com and
are available in print to any shareholder who requests a copy. Among other matters, the Corporate Governance Standards include the following:

� A substantial majority of the Board should be independent and the Board annually assesses the independence of each Board member in
accordance with its Director Independence Standards.

� The Governance Committee, the Audit Committee and the Organization and Executive Compensation Committee consist entirely of
independent directors, as that term is defined by New York Stock Exchange listing standards and the Company�s Director Independence
Standards.

� Director nominees are recommended by the Governance Committee to the full Board in accordance with the �Director Selection Criteria�
established by the Board.

� Directors must retire from the Board at the first annual meeting of shareholders after reaching age 70. In addition, a director is expected
to volunteer to resign from the Board if he or she retires or changes the principal position he or she held when initially elected to the
Board.

� Board and Committee structure and function, including expected Board meeting attendance and review of materials.

Tax consequences are uncertain

The federal income tax treatment of the securities is uncertain and the Internal Revenue Service could assert
that the securities should be taxed in a manner that is different than described in this pricing supplement. As
discussed further below, on December 7, 2007, the Internal Revenue Service issued a notice indicating that
it and the Treasury Department are actively considering whether, among other issues, you should be
required to accrue interest over the term of an instrument such as the securities even though you will not
receive any payments with respect to the securities until maturity and whether all or part of the gain you
may recognize upon sale or maturity of an instrument such as the securities could be treated as ordinary
income. The outcome of this process is uncertain and could apply on a retroactive basis.

In addition, one member of the House of Representatives recently introduced a bill that, if enacted, would
require holders of securities purchased after the bill is enacted to accrue interest income over the term of the
securities despite the fact that there will be no interest payments over the term of the securities. It is not
possible to predict whether this bill or a similar bill will be enacted in the future and whether any such bill
would affect the tax treatment of your securities.
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You should consult your tax advisor as to the possible alternative treatments in respect of the securities. See
�Supplemental Tax Considerations� on page S-42 for a further discussion.

Certain considerations for insurance companies and employee benefit plans

A fiduciary of a pension plan or other employee benefit plan that is subject to the prohibited transaction
rules of the Employee Retirement Income Security Act of 1974, as amended, which we call �ERISA�, or the
Internal Revenue Code of 1986, as amended, and that is considering purchasing the securities with the
assets of such a plan, should consult with its counsel regarding whether the purchase or holding of the
securities could become a �prohibited transaction� under ERISA, the Internal Revenue Code or any
substantially similar prohibition. These prohibitions are discussed in further detail under �Employee
Retirement Income Security Act� on page S-44.
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SPECIFIC TERMS OF THE SECURITIES

Please note that in this section entitled �Specific Terms of the Securities�, references to �holders� mean
those who own securities registered in their own names, on the books that we or the trustee maintain for
this purpose, and not indirect holders who own beneficial interests in securities registered in street name or
in securities issued in book-entry form through The Depository Trust Company. Please review the special
considerations that apply to indirect holders in the accompanying prospectus, under �Legal Ownership�.

The securities are part of a series of debt securities, entitled �Medium-Term Notes, Series G�, that we may
issue under the indenture from time to time as described in the accompanying prospectus. The securities are
also �Indexed Securities� and �Senior Notes�, each as described in the accompanying prospectus.

This pricing supplement summarizes specific financial and other terms that apply to the securities. Terms
that apply generally to all Medium-Term Notes, Series G, are described in �Description of the Notes We
May Offer� in the accompanying prospectus. The terms described here supplement those described in the
accompanying prospectus and, if the terms described there are inconsistent with those described here, the
terms described here are controlling.

We describe the terms of the securities in more detail below.

No Interest

There will be no interest payments, periodic or otherwise, on the securities.

Denominations

Wachovia will issue the securities in principal amounts of $10 per security and integral multiples thereof.

Offering Price

Each security will be offered at an initial public offering price of $10.

Net Entitlement Value

On the maturity date or the exchange payment date, as the case may be, we will pay for each $10 security
an amount of cash equal to the net entitlement value, calculated as of the relevant valuation date.

The term �exchange payment date� refers to the fifth trading day following the last day of the exchange
period.

On any trading day, the �net entitlement value� will equal the Basket value on that trading day.

The �initial Basket value� is $10.00.

The �Basket value� on any trading day will equal the sum of the products of (i) the exchange ratio of each
component index and (ii) the closing level of the respective component index on the valuation date.

The �final Basket value� will be the Basket value on the relevant valuation date. The relevant valuation date
refers to (i) the exchange valuation date in the event you exercise your exchange right or (ii) the final
valuation date in the event you do not exercise your exchange right.

The �maturity date� is January 5, 2010, subject to extension in the event that the final valuation date occurs on
a day that is a disrupted day or is not a trading day with respect to a component index. If the final valuation
date is postponed, then the maturity date of the securities will be postponed by an equal number of trading
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The �final valuation date� means the fifth trading day prior to the maturity date. However, if that day occurs
on a day that is a disrupted day or is not a trading day with respect to a component index, the final valuation
date for such component index will be postponed until the next succeeding trading day that is not a
disrupted day; provided that in no event will the final valuation date with respect to a component index be
postponed by more than five trading days. If the final valuation date with respect to a component index is
postponed to the last possible day but that day is a disrupted day or is not a trading day, that date will
nevertheless be the final valuation date with respect to that component index. If the final valuation date with
respect to a component index is postponed, then the maturity date of the securities will be postponed by an
equal number of trading days.

The table below provides the following information for each component index in the Basket: the name of
the component index, the exchange ratio for the component index, the closing level of the component index
on the pricing date, the component index�s initial percentage weight and its initial dollar value of the Basket.

Component Index Exchange Ratio
Closing Level on

Pricing Date

Percentage of
Initial Basket

Weight

Initial

Dollar Value
Russell 1000® Growth Index (RLG) 0.004806152 624.20   30% $  3.00
Russell 1000® Value Index (RLV) 0.003702195 810.33   30% $  3.00
S&P MidCap 400® Index (MID) 0.001137255 879.31   10% $  1.00
Russell 2000® Index (RTY) 0.001258828 794.39   10% $  1.00
MSCI EAFE® Index (MXEA) 0.000902637 2215.73   20% $  2.00
Total 100% $10.00
Determination of the Exchange Ratio

The �exchange ratio� for each component index is the number used to convert the closing level of that
component index into its value in the Basket based on its percentage weight and equals (i) the initial dollar
value of each component index divided by (ii) the closing level of that respective component index on the
pricing date. The initial dollar value of each component index will be equal to the percentage of the initial
Basket weight, as indicated above, times $10, the principal amount per security. The exchange ratio for
each component index will remain constant for the term of the securities except to take into account certain
modifications made to the component indices such as a split of such component index value.

The �closing level� of a component index on any trading day will equal the closing level of that component
index or any successor component index (as defined under �Specific Terms of the Securities �
Discontinuation of the Component Indices; Adjustments to the Component Indices� below) published by the
component index sponsor at the regular weekday close of trading on that trading day. In certain
circumstances, the closing level will be based on the alternate calculation of the component indices
described under �Specific Terms of the Securities � Discontinuation of the Component Indices; Adjustments
to the Component Indices� below.

A �trading day� means any day on which each exchange and related exchange is scheduled to be open for its
respective regular trading sessions.

A �disrupted day� means any trading day on which a relevant exchange or related exchange fails to open for
trading during its regular trading session or on which a market disruption event has occurred.

If on the relevant valuation date the Basket value is less than the initial Basket value, the amount you
will receive at maturity or upon exchange will be less than the principal amount of the securities in
proportion to the decline in the value of the Basket from the initial Basket value to the final Basket
value.

If any payment is due on the securities on a day which is not a day on which commercial banks settle
payments in New York City, then such payment may be made on the next day that is a day on which
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paid on the original due date.

Wachovia Securities, our subsidiary, will serve as the calculation agent. All determinations made by the
calculation agent will be at the sole discretion of the calculation agent and, absent a determination of a
manifest
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error, will be conclusive for all purposes and binding on Wachovia and the holders and beneficial owners of
the securities. Wachovia may at any time change the calculation agent without notice to holders of
securities.

U.S. Bank National Association will serve as the U.S. registrar and the domestic paying agent.

Exchange Right

On any exchange notice date in the exchange period, you may elect to exchange each security you hold for
an amount of cash equal to the net entitlement value, calculated as of the exchange valuation date. In order
to exercise your exchange right, you must exchange at least 10,000 securities.

The �exchange period� will be the first 10 calendar days of July 2009.

The term �exchange notice date� means each trading day in an exchange period.

The term �exchange valuation date� means July 10, 2009, the last day in the exchange period. However, if
that day is a disrupted day or is not a trading day with respect to a component index, the exchange valuation
date for such component index will be postponed until the next succeeding trading day that is not a
disrupted day; provided that in no event will the exchange valuation date with respect to a component index
be postponed by more than five trading days. If the exchange valuation date with respect to a component
index is postponed to the last possible day but that day is a disrupted day or is not a trading day, that date
will nevertheless be the exchange valuation date with respect to that component index. If the exchange
valuation date with respect to a component index is postponed, then the exchange payment date of the
securities will be postponed by an equal number of trading days.

Since the securities will be held only in book-entry form, you may exercise your exchange right only by
acting through your participant at DTC, whose nominee is the registered holder of the securities.
Accordingly, as a beneficial owner of securities, if you desire to exchange all or any portion of your
securities you must instruct the participant through which you own your interest to exercise the exchange
right on your behalf, as discussed below.

To exchange your securities on any exchange date, you must instruct your broker or other person through
which you hold your securities to take the appropriate steps through normal clearing system channels. Your
book-entry interest in the securities must be transferred to The Bank of New York, as successor to
JPMorgan Chase Bank, N.A., as trustee, on the exchange payment date, as described below.

Different firms may have different deadlines for accepting instructions from their customers. Accordingly,
as a beneficial owner of securities, you should consult the participant through which you own your interest
for the relevant deadline. In order to effectively exercise your exchange right, however, you or your broker
through which you hold your securities must fill out and deliver to us your Official Notice of Exchange,
which is attached as Annex A to this pricing supplement, before 11:00 A.M., New York City time on the
exchange valuation date. If you give us your Official Notice of Exchange after 11:00 A.M., New York City
time on the exchange valuation date, your notice will not be effective.

In order to exercise your exchange right, you must exchange at least 10,000 securities.

After you fulfill all the conditions of your exchange, on the fifth trading day following the exchange date
(the �exchange payment date�) we will pay to you in cash an amount equal to the net entitlement value per
security calculated as of the exchange valuation date.

We may request that WCM purchase any exchanged securities for the amount of cash that would otherwise
have been deliverable or payable by us. WCM�s agreement to purchase the exchanged securities will not
affect your right to take action against us if WCM fails to purchase your securities. Any exchanged
securities that are subsequently purchased by WCM will remain outstanding.
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Discontinuation of the Component Indices; Adjustments to the Component Indices

If a component index sponsor discontinues publication of its component index and that component index
sponsor or another entity publishes a successor or substitute component index that the calculation agent
determines, in its sole discretion, to be comparable to the affected component index (a �successor component
index�), then, upon the calculation agent�s notification of any determination to the trustee and Wachovia, the
calculation agent will substitute the successor component index as calculated by the component index
sponsor or any other entity for the affected component index and calculate the final Basket value as
described above under �� Net Entitlement Value�. Upon any selection by the calculation agent of a successor
component index, Wachovia will cause notice to be given to holders of the securities.

If any component index sponsor discontinues publication of its component index and:

� the calculation agent does not select a successor component index, or

� the successor component index is no longer published on any of the relevant trading days,
the calculation agent will compute a substitute level for the affected component index in accordance with
the procedures last used to calculate the level of the affected component index before any discontinuation
but using only those securities that composed the affected component index prior to such discontinuation. If
a successor component index is selected or the calculation agent calculates a level as a substitute for the
component index as described below, the successor component index or level will be used as a substitute
for the affected component index for all purposes going forward, including for purposes of determining
whether a market disruption event exists, even if the component index sponsor elects to begin republishing
its component index, unless the calculation agent in its sole discretion decides to use the republished index.

If any component index sponsor discontinues publication of its component index before the valuation date
and the calculation agent determines that no successor component index is available at that time, then on
each trading day until the earlier to occur of:

� the determination of the final Basket value, or

� a determination by the calculation agent that a successor component index is available,
the calculation agent will determine the level that would be used in computing the final Basket value as
described in the preceding paragraph as if that day were a trading day. The calculation agent will cause
notice of each level to be published not less often than once each month in The Wall Street Journal or
another newspaper of general circulation, and arrange for information with respect to these levels to be
made available by telephone.

Notwithstanding these alternative arrangements, discontinuation of the publication of a component index
would be expected to adversely affect the value of, liquidity of and trading in the securities.

If at any time the method of calculating the level of any component index or the level of any successor
component index, changes in any material respect, or if a component index or successor component index is
in any other way modified so that the component index or successor component index does not, in the
opinion of the calculation agent, fairly represent the level of the component index had those changes or
modifications not been made, then, from and after that time, the calculation agent will, at the close of
business in New York City, New York, on each date that the closing level of the component index is to be
calculated, make any adjustments as, in the good faith judgment of the calculation agent, may be necessary
in order to arrive at a calculation of a level of a stock index comparable to the component index or such
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successor index, as the case may be, as if those changes or modifications had not been made, and calculate
the closing level with reference to the component index or such successor component index, as so adjusted.
Accordingly, if the method of calculating the component index or a successor component index is modified
and has a diluting or concentrative effect on the level of the component index or successor component
index, e.g., due to a split, then the calculation agent shall adjust the component index or successor
component index in order to arrive at a level of the component index or successor component index as if it
had not been modified, e.g., as if a split had not occurred.
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Neither the calculation agent nor Wachovia will have any responsibility for good faith errors or omissions
in calculating or disseminating information regarding a component index or any successor component index
or as to modifications, adjustments or calculations by any component index sponsor or any successor
component index sponsor in order to arrive at the level of the component index or any successor component
index.

Market Disruption Event

A market disruption event with respect to any component index, as determined by the calculation agent in
its sole discretion, means a relevant exchange or any related exchange fails to open for trading during its
regular trading session or the occurrence or existence of any of the following events:

� a trading disruption, if the calculation agent determines it is material, at any time during the one
hour period that ends at the close of trading for a relevant exchange or related exchange; or

� an exchange disruption, if the calculation agent determines it is material, at any time during the one
hour period that ends at the close of trading for a relevant exchange or related exchange; or

� an early closure.
For the purposes of determining whether a market disruption event with respect to any component index
exists at any time, if a market disruption event occurs in respect of a security included in a component index
at any time, then the relevant percentage contribution of that security to the level of the component index
will be based on a comparison of (i) the portion of the level of the component index attributable to that
security and (ii) the overall level of the component index, in each case immediately before the occurrence of
such market disruption event.

The following events will not be market disruption events:

� a limitation on the hours or number of days of trading, but only if the limitation results from an
announced change in the regular business hours of the relevant market; or

� a decision to permanently discontinue trading in the option or futures contracts relating to a
component index or any of the component stocks included in a component index.

A �trading disruption� means any suspension of or limitation imposed on trading by the relevant exchange or
related exchange or otherwise, whether by reason of movements in price exceeding limits permitted by the
relevant exchange or related exchange or otherwise, (i) relating to securities that compose 20 percent or
more of the level of any component index or (ii) in options contracts or futures contracts relating to any
component index on any relevant related exchange.

An �exchange disruption� means any event (other than a scheduled early closure) that disrupts or impairs (as
determined by the calculation agent in its sole discretion) the ability of market participants in general to
(i) effect transactions in or obtain market values on any relevant exchange or related exchange in securities
that compose 20 percent or more of the level of any component index or (ii) effect transactions in options
contracts or futures contracts relating to any component index on any relevant related exchange.

An �early closure� means the closure on any exchange business day of any relevant exchange relating to
securities that compose 20 percent or more of the level of any component index or any related exchange
prior to its normally scheduled closing time unless such earlier closing time is announced by such exchange
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or related exchange at least one hour prior to the earlier of (i) the actual closing time for the regular trading
session on such exchange or related exchange on such exchange business day and (ii) the submission
deadline for orders to be entered into the relevant exchange system for execution at the close of trading on
such exchange business day.

An �exchange� means the primary organized exchange or quotation system for trading any securities included
in any component index and any successor to any such exchange or quotation system or any substitute
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exchange or quotation system to which trading in any securities underlying any component index has
temporarily relocated (provided that the calculation agent has determined that there is comparable liquidity
relative to the securities underlying any component index on such substitute exchange or quotation system
as on the original exchange).

An �exchange business day� means any trading day on which each exchange and related exchange is open for
business during its regular trading session, notwithstanding any such exchange or related exchange closing
prior to its scheduled weekday closing time, without regard to after hours or other trading outside its regular
trading session hours.

A �related exchange� means each exchange or quotation system on which futures or options contracts relating
to any component index are traded, any successor to such exchange or quotation system or any substitute
exchange or quotation system to which trading in the futures or options contracts relating to that component
index has temporarily relocated (provided that the calculation agent has determined that there is comparable
liquidity relative to the futures or options contracts relating to such a component index on such temporary
substitute exchange or quotation system as on the original related exchange).

Events of Default and Acceleration

In case an event of default with respect to any securities has occurred and is continuing, the amount payable
to a beneficial owner of a security upon any acceleration permitted by the securities, with respect to each
$10 principal amount of each security, will be equal to the net entitlement value, calculated as though the
date of early repayment were the maturity date of the securities. If a bankruptcy proceeding is commenced
in respect of Wachovia, the claim of the beneficial owner of a security may be limited, under
Section 502(b)(2) of Title 11 of the United States Code, to the principal amount of the security plus an
additional amount of contingent interest calculated as though the date of the commencement of the
proceeding were the maturity date of the securities.

In case of default in payment of the securities, whether at their maturity or upon acceleration, the securities
will not bear a default interest rate.
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THE BASKET

The basket is a basket of indices consisting of the Russell 1000® Growth Index (Bloomberg symbol �RLG�),
the Russell 1000® Value Index (Bloomberg symbol �RLV�), the S&P MidCap 400® Index (Bloomberg
symbol �MID�), the Russell 2000® Index (Bloomberg symbol �RTY�) and the MSCI EAFE® Index (Bloomberg
symbol �MXEA�).

We have obtained all information regarding the component indices contained in this pricing supplement,
including their make-up, method of calculation and changes in their components, from publicly available
information. That information reflects the policies of, and is subject to change by, the component index
sponsors. The component index sponsors have no obligation to continue to publish, and may discontinue
publication of any component index at any time. We make no representation or warranty as to the accuracy
or completeness of such information.

The Russell 1000® Growth Index

We have obtained all information regarding the Russell 1000® Growth Index contained in this pricing
supplement, including its make-up, method of calculation and changes in its components, from publicly
available information. That information reflects the policies of, and is subject to change by, the Index
Sponsor. The Index Sponsor has no obligation to continue to publish, and may discontinue publication of
the Russell 1000® Growth Index at any time. We make no representation or warranty as to the accuracy or
completeness of such information.

The Russell 1000® Growth Index is calculated, published and disseminated by Frank Russell Company, and
measures the composite price performance of those stocks included in the Russell 1000® Index, all of which
are incorporated in the United States and its territories or certain other countries/regions (as discussed
below), that have been determined by Frank Russell Company to be growth oriented, with higher
price-to-book ratios and higher forecasted growth values (each a �component stock� and collectively the
�component stocks�). All component stocks are traded on a major U.S. stock exchange.

Selection of Component Stocks Included in the Russell 1000® Growth Index

To be eligible for inclusion in the Russell 1000® Growth Index, a company�s stocks must be listed on
May 31 of a given year and Frank Russell Company must have access to documentation verifying the
company�s eligibility for inclusion. Common stocks belonging to corporations incorporated in the United
States and its territories are eligible for inclusion in the Russell 1000® Growth Index. Additionally, common
stocks belonging to corporations incorporated in Bahamas, Belize, Bermuda, British Virgin Islands,
Cayman Islands, Channel Islands, Cook Islands, Gibraltar, Isle of Man, Liberia, Marshall Islands,
Netherlands Antilles and Panama (each a �BDI Country�) may be reviewed for eligibility for inclusion within
the Russell 1000® Growth Index, provided that either (i) the corporation�s headquarters is located in the
United States or (ii) the corporation�s headquarters is located in the corporation�s jurisdiction of incorporation
and the primary exchange for the corporation�s shares is in the United States. The following securities are
specifically excluded from the Russell 1000® Growth Index: (i) stocks traded on U.S. exchanges but
incorporated in a country other than the United States or a BDI Country; (ii) stocks traded on U.S.
exchanges and incorporated in a BDI Country but headquartered in a country other than the United States or
the applicable BDI Country, (iii) preferred and convertible preferred stock, redeemable shares, participating
preferred stock, warrants and rights; and (iv) trust receipts, royalty trusts, limited liability companies, OTC
Bulletin Board companies, pink-sheets, closed-end mutual funds and limited partnerships that are traded on
U.S. exchanges. In addition, Berkshire Hathaway is excluded as a special exception.

The primary criteria used to determine the initial list of securities eligible for the Russell 1000® Growth
Index is total market capitalization, which is defined as the price of the shares times the total number of
available shares. All common stock share classes are combined in determining market capitalization. If
multiple share classes have been combined, the price of the primary vehicle (usually the most liquid) is used
in the calculations. In cases where the common stock share classes act independently of each other (e.g.,
tracking stocks), each class is considered for inclusion separately. Stocks must trade at or above $1.00 on
May 31 of each year to be eligible for inclusion in the Russell 1000® Growth Index. However, if a stock
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year, it will not be removed until the next reconstitution of the Russell 1000® Growth Index if it is still
trading below $1.00.

The Russell 1000® Growth Index is reconstituted annually to reflect changes in the marketplace. The list of
companies is ranked based on May 31 total market capitalization, with the actual reconstitution effective on
the first trading day following the final Friday of June each year. Changes in the constituent stocks are
preannounced and subject to change if any corporate activity occurs or if any new information is received
prior to release.

The level of the Russell 1000® Growth Index at any time does not reflect the payment of dividends on the
component stocks included in the Russell 1000® Growth Index. Because of this factor, the return on the
securities will not be the same as the return you would receive if you were to purchase these stocks and
hold them for a period equal to the term of the offered securities.

Computation of the Russell 1000® Growth Index

The market value of each security in the Russell 1000® Growth Index is determined as a percentage of the
market value within the Russell 1000® Index. A security designated as 100% growth will hold the same
market value in the Russell 1000® Growth Index as in the Russell 1000® Index. A security designated as
50% growth will be included at half the market value in the Russell 1000® Growth Index as in the Russell
1000® Index. As a capitalization-weighted index, the Russell 1000® Growth Index reflects changes in the
capitalization, or market value, of the component stocks relative to their capitalization on a base date. The
current Russell 1000® Growth Index value is calculated by adding the market values of the Russell 1000®

Growth Index �s component stocks, which are derived by multiplying the price of each stock by the number
of available shares, to arrive at the total market capitalization of the 1,000 stocks. The total market
capitalization is then divided by a divisor. To calculate the Russell 1000® Growth Index, last sale prices will
be used for exchange-traded and Nasdaq Global Market stocks. If a component stock is not open for
trading, the most recently traded price for that security will be used in calculating the Russell 1000® Growth
Index. In order to provide continuity for the Russell 1000® Growth Index value, the divisor is adjusted
periodically to reflect events including changes in the number of common shares outstanding for component
stocks, company additions or deletions, corporate restructurings and other capitalization changes.

Russell uses a �non-linear probability� method to assign growth and value weights to stocks, where the term
�probability� is used to indicate the degree of certainty that a stock is value or growth based on its relative
book-to-price ratio and I/B/E/S forecast long-term growth mean. This method allows stocks to be
represented as having both growth and value characteristics, while preserving the additive nature of the
index.

A process for assigning growth and value weights is applied to the stocks after the index is comprised.
Stocks are ranked by their adjusted book-to-price ratio and their I/B/E/S forecast long-term growth mean.
These rankings are converted to standardized units and combined to produce a composite value score
(�CVS�). Stocks are then ranked by their CVS, and a probability algorithm is applied to the CVS distribution
to assign growth and value.

Available shares are assumed to be shares available for trading. Exclusion of capitalization held by other
listed companies and large holdings of private investors (10% or more) is based on information recorded in
SEC corporate filings. Other sources are used in cases of missing or questionable data.

The following types of shares are considered unavailable for the purposes of capitalization determinations:

� ESOP or LESOP shares � corporations that have Employee Stock Ownership Plans that comprise
10% or more of the shares outstanding are adjusted;
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� Corporate cross-owned shares � when shares of a corporation included in the Russell 1000® Growth
Index are held by another corporation also included in the Russell 1000® Growth Index, this is
considered corporate cross-ownership. Any percentage held in this class will be adjusted;
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� Large private and corporate shares � large private and corporate holdings are defined as those shares
held by an individual, a group of individuals acting together or a corporation not included the
Russell 1000® Growth Index that own 10% or more of the shares outstanding. However, not to be
included in this class are institutional holdings, which are: investment companies, partnerships,
insurance companies, mutual funds, banks or venture capitals;

� Unlisted share classes � classes of common stock that are not traded on a U.S. securities exchange;
and

� Initial public offering lock-ups � shares locked-up during an initial public offering are not available to
the public and will be excluded from the market value at the time the initial public offering enters
the Russell 1000® Growth Index.

Corporate Actions Affecting the Russell 1000® Growth Index.

The following summarizes the types of Russell 1000® Growth Index maintenance adjustments and indicates
whether or not an adjustment to the Russell 1000® Growth Index is required.

� �No Replacement� Rule � Securities that leave the Russell 1000® Growth Index, between
reconstitution dates, for any reason (e.g., mergers, acquisitions or other similar corporate activity)
are not replaced. Thus, the number of securities in the Russell 1000® Growth Index over the past
year will fluctuate according to corporate activity.

� Deleted Stocks � Effective on January 1, 2002, when deleting stocks from the Russell 1000® Growth
Index as a result of exchange de-listing or reconstitution, the price used will be the market price on
the day of deletion, including potentially the OTC Bulletin Board price. Previously, prices used to
reflect de-listed stocks were the last traded price on the primary exchange.

� Exceptions � There may be corporate events, like mergers or acquisitions, that result in the lack of
current market price for the deleted security and in such an instance the latest primary exchange
closing price available will be used.

� Rule for Additions � The only additions between reconstitution dates are as a result of spin-offs and
initial public offerings. Spin-off companies are added to the parent company�s index and
capitalization tier of membership, if the spin-off is large enough. To be eligible, the spun-off
company�s total market capitalization must be greater than the market-adjusted total market
capitalization of the smallest security in the Russell 3000E® Index at the latest reconstitution.

� Rule for Corporate Action-Driven Changes � Beginning April 1, 2003 changes resulting from
corporate actions will generally be applied at the open of the ex-date using the previous day�s closing
prices. For reclassification of shares, mergers and acquisitions, spin-offs or reorganizations,
adjustments will be made at the open of the ex-date using previous day closing prices. For
re-incorporations and exchange de-listing, deleted entities will be removed at the open on the day
following re-incorporation or delisting using previous day closing prices (including OTC prices for
de-listed stocks).
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� Quarterly IPO Additions � Eligible companies that have recently completed an initial public offering
(�IPO�) are added to the Russell 1000® Growth Index at the end of each calendar quarter based on
total market capitalization ranking within the market-adjusted capitalization breaks established
during the most recent reconstitution. Market adjustments will be made using the returns of the
broad market Russell 3000E® Index. Eligible companies will be added to the Russell 1000® Growth
Index using their industry�s average style probability established at the latest constitution.
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Each month, the Russell 1000® Growth Index is updated for changes to shares outstanding as companies
report changes in share capital to the Commission. Effective April 30, 2002 only cumulative changes to
shares outstanding greater than 5% will be reflected in the Russell 1000® Growth Index. This does not
affect treatment of major corporate events, which are effective on the ex-date.

Historical Closing Levels of the Russell 1000® Growth Index

Since its inception, the Russell 1000® Growth Index has experienced significant fluctuations. Any historical
upward or downward trend in the value of the Russell 1000® Growth Index during any period shown below
is not an indication that the value of the Russell 1000® Growth Index is more or less likely to increase or
decrease at any time during the term of the securities. The historical levels of the Russell 1000® Growth
Index do not give an indication of future performance of the Russell 1000® Growth Index. Wachovia cannot
make any assurance that the future performance of the Russell 1000® Growth Index will result in holders of
the securities receiving a positive total return on their investment.

We obtained the closing levels of the Russell 1000® Growth Index listed below from Bloomberg Financial
Markets, without independent verification. The actual level of the Russell 1000® Growth Index at any
exchange valuation date for the securities may bear little relation to the historical levels shown below.

The following table sets forth the published closing high, low and quarter-end levels of the Russell 1000®

Growth Index. The information given below is for the four calendar quarters in 2004, 2005 and 2006, and
the first three calendar quarters in 2007. Partial data is provided for the fourth calendar quarter in 2007. On
December 24, 2007, the closing level of the Russell 1000® Growth Index was 624.20. Past movements of
the Russell 1000® Growth Index are not indicative of future levels of the Russell 1000® Growth Index.

Quarterly High, Low and Closing Level of the Russell 1000® Growth Index

Quarter-Start Date Quarter-End Date

High Closing

Level of

the Russell 1000®

Growth Index

Low Closing

Level of

the Russell 1000®

Growth Index

Quarter � End

Closing Level of

the Russell 1000®

Growth Index
01/01/2004 03/31/2004 489.30 455.94 471.45
04/01/2004 06/30/2004 484.70 458.03 479.35
07/01/2004 09/30/2004 473.45 432.27 453.15
10/01/2004 12/31/2004 494.22 444.41 493.41

01/01/2005 03/31/2005 489.90 467.35 471.97
04/01/2005 06/30/2005 491.26 456.33 482.29
07/01/2005 09/30/2005 510.31 483.26 500.35
10/01/2005 12/31/2005 524.58 481.01 513.71

01/01/2006 03/31/2006 533.18 511.60 528.04
04/01/2006 06/30/2006 532.87 489.04 505.90
07/01/2006 09/30/2006 526.21 482.72 524.28
10/01/2006 12/31/2006 559.83 521.76 553.66

01/01/2007 03/31/2007 576.95 542.51 558.59
04/01/2007 06/30/2007 608.66 560.49 595.22
07/01/2007 09/30/2007 620.96 562.13 618.52
10/01/2007 12/24/2007 639.19 587.11 624.20

License Agreement with Frank Russell Company
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license to WBNA, its subsidiaries and affiliates, in exchange for a fee, of the right to use indices owned and
published by Frank Russell Company in connection with some securities, including the securities.
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Frank Russell Company does not guarantee the accuracy and/or the completeness of the Russell 1000®

Growth Index, the Russell 1000® Value Index or the Russell 2000® Index or any data included in those
indices and has no liability for any errors, omissions, or interruptions in those indices. Frank Russell
Company makes no warranty, express or implied, as to results to be obtained by the calculation agent,
holders of the securities, or any other person or entity from the use of the Russell 1000® Growth Index, the
Russell 1000® Value Index or the Russell 2000® Index or any data included in those indices in connection
with the rights licensed under the license agreement described in this pricing supplement or for any other
use. Frank Russell Company makes no express or implied warranties, and hereby expressly disclaims all
warranties of merchantability or fitness for a particular purpose with respect to the Russell 1000® Growth
Index, the Russell 1000® Value Index or the Russell 2000® Index or any data included in those indices.
Without limiting any of the above information, in no event will Frank Russell Company have any liability
for any special, punitive, indirect or consequential damages, including lost profits, even if notified of the
possibility of these damages.

The securities are not sponsored, endorsed, sold or promoted by Frank Russell Company. Frank Russell
Company makes no representation or warranty, express or implied, to the owners of the securities or any
member of the public regarding the advisability of investing in securities generally or in the securities
particularly or the ability of the Russell 1000® Growth Index, the Russell 1000® Value Index or the Russell
2000® Index to track general stock market performance or a segment of the same. Frank Russell Company�s
publication of the Russell 1000® Growth Index, the Russell 1000® Value Index or the Russell 2000® Index
in no way suggests or implies an opinion by Frank Russell Company as to the advisability of investment in
any or all of the stocks upon which those indices are based. Frank Russell Company�s only relationship to
WBNA is the licensing of certain trademarks and trade names of Frank Russell Company and of the Russell
1000® Growth Index, the Russell 1000® Value Index or the Russell 2000® Index, which are determined,
composed and calculated by Frank Russell Company without regard to WBNA or the securities. Frank
Russell Company is not responsible for and has not reviewed the securities nor any associated literature or
publications and Frank Russell Company makes no representation or warranty express or implied as to their
accuracy or completeness, or otherwise. Frank Russell Company reserves the right, at any time and without
notice, to alter, amend, terminate or in any way change the Russell 1000® Growth Index, the Russell 1000®

Value Index or the Russell 2000® Index. Frank Russell Company has no obligation or liability in
connection with the administration, marketing or trading of the securities.

Russell 1000® Growth Index, the Russell 1000® Value Index and the Russell 2000® Index are registered
trademarks of Russell Investment Group in the U.S. and other countries.

The Russell 1000® Value Index

We have obtained all information regarding the Russell 1000® Value Index contained in this pricing
supplement, including its make-up, method of calculation and changes in its components, from publicly
available information. That information reflects the policies of, and is subject to change by, the Index
Sponsor. The Index Sponsor has no obligation to continue to publish, and may discontinue publication of
the Russell 1000® Value Index at any time. We make no representation or warranty as to the accuracy or
completeness of such information.

The Russell 1000® Value Index is calculated, published and disseminated by Frank Russell Company, and
measures the composite price performance of those stocks included in the Russell 1000® Index, all of which
are incorporated in the United States and its territories or certain other countries/regions (as discussed
below), that have been determined by Frank Russell Company to be value oriented, with lower
price-to-book ratios and lower forecasted growth values (each a �component stock� and collectively the
�component stocks�). All component stocks are traded on a major U.S. stock exchange.

Selection of Component Stocks Included in the Russell 1000® Value Index

To be eligible for inclusion in the Russell 1000® Value Index, a company�s stocks must be listed on May 31
of a given year and Frank Russell Company must have access to documentation verifying the company�s
eligibility for inclusion. Common stocks belonging to corporations incorporated in the United States and its
territories are eligible for inclusion in the Russell 1000® Value Index. Additionally, common stocks
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Cook Islands, Gibraltar, Isle of Man, Liberia, Marshall Islands, Netherlands Antilles and Panama (each a
�BDI Country�) may be reviewed for eligibility for inclusion within the Russell 1000® Value Index, provided
that either (i) the corporation�s headquarters is located in the United States or (ii) the corporation�s
headquarters is located in the corporation�s jurisdiction of incorporation and the primary exchange for the
corporation�s shares is in the United States. The following securities are specifically excluded from the
Russell 1000® Value Index: (i) stocks traded on U.S. exchanges but incorporated in a country other than the
United States or a BDI Country; (ii) stocks traded on U.S. exchanges and incorporated in a BDI Country but
headquartered in a country other than the United States or the applicable BDI Country, (iii) preferred and
convertible preferred stock, redeemable shares, participating preferred stock, warrants and rights; and
(iv) trust receipts, royalty trusts, limited liability companies, OTC Bulletin Board companies, pink-sheets,
closed-end mutual funds and limited partnerships that are traded on U.S. exchanges. In addition, Berkshire
Hathaway is excluded as a special exception.

The primary criteria used to determine the initial list of securities eligible for the Russell 1000® Value Index
is total market capitalization, which is defined as the price of the shares times the total number of available
shares. All common stock share classes are combined in determining market capitalization. If multiple share
classes have been combined, the price of the primary vehicle (usually the most liquid) is used in the
calculations. In cases where the common stock share classes act independently of each other (e.g., tracking
stocks), each class is considered for inclusion separately. Stocks must trade at or above $1.00 on May 31 of
each year to be eligible for inclusion in the Russell 1000® Value Index. However, if a stock falls below
$1.00 intra-year, it will not be removed until the next reconstitution of the Russell 1000® Value Index if it is
still trading below $1.00.

The Russell 1000® Value Index is reconstituted annually to reflect changes in the marketplace. The list of
companies is ranked based on May 31 total market capitalization, with the actual reconstitution effective on
the first trading day following the final Friday of June each year. Changes in the constituent stocks are
preannounced and subject to change if any corporate activity occurs or if any new information is received
prior to release.

The level of the Russell 1000® Value Index at any time does not reflect the payment of dividends on the
component stocks included in the Russell 1000® Value Index. Because of this factor, the return on the
securities will not be the same as the return you would receive if you were to purchase these stocks and
hold them for a period equal to the term of the offered securities.

Computation of the Russell 1000® Value Index

The market value of each security in the Russell 1000® Value Index is determined as a percentage of the
market value within the Russell 1000® Index. A security designated as 100% value will hold the same
market value in the Russell 1000® Value Index as in the Russell 1000® Index. A security designated as 50%
value will be included at half the market value in the Russell 1000® Value Index as in the Russell 1000®

Index. As a capitalization-weighted index, the Russell 1000® Value Index reflects changes in the
capitalization, or market value, of the component stocks relative to their capitalization on a base date. The
current Russell 1000® Value Index value is calculated by adding the market values of the Russell 1000®

Value Index �s component stocks, which are derived by multiplying the price of each stock by the number of
available shares, to arrive at the total market capitalization of the 1,000 stocks. The total market
capitalization is then divided by a divisor. To calculate the Russell 1000® Value Index, last sale prices will
be used for exchange-traded and Nasdaq Global Market stocks. If a component stock is not open for
trading, the most recently traded price for that security will be used in calculating the Russell 1000® Value
Index. In order to provide continuity for the Russell 1000® Value Index value, the divisor is adjusted
periodically to reflect events including changes in the number of common shares outstanding for component
stocks, company additions or deletions, corporate restructurings and other capitalization changes.

Russell uses a �non-linear probability� method to assign growth and value weights to stocks, where the term
�probability� is used to indicate the degree of certainty that a stock is value or growth based on its relative
book-to-price ratio and I/B/E/S forecast long-term growth mean. This method allows stocks to be
represented as having both growth and value characteristics, while preserving the additive nature of the
index.
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A process for assigning growth and value weights is applied to the stocks after the index is comprised.
Stocks are ranked by their adjusted book-to-price ratio and their I/B/E/S forecast long-term growth mean.
These rankings are converted to standardized units and combined to produce a composite value score
(�CVS�). Stocks are then ranked by their CVS, and a probability algorithm is applied to the CVS distribution
to assign growth and value.

Available shares are assumed to be shares available for trading. Exclusion of capitalization held by other
listed companies and large holdings of private investors (10% or more) is based on information recorded in
SEC corporate filings. Other sources are used in cases of missing or questionable data.

The following types of shares are considered unavailable for the purposes of capitalization determinations:

� ESOP or LESOP shares � corporations that have Employee Stock Ownership Plans that comprise
10% or more of the shares outstanding are adjusted;

� Corporate cross-owned shares � when shares of a corporation included in the Russell 1000® Value
Index are held by another corporation also included in the Russell 1000® Value Index, this is
considered corporate cross-ownership. Any percentage held in this class will be adjusted;

� Large private and corporate shares � large private and corporate holdings are defined as those shares
held by an individual, a group of individuals acting together or a corporation not included the
Russell 1000® Value Index that own 10% or more of the shares outstanding. However, not to be
included in this class are institutional holdings, which are: investment companies, partnerships,
insurance companies, mutual funds, banks or venture capitals;

� Unlisted share classes � classes of common stock that are not traded on a U.S. securities exchange;
and

� Initial public offering lock-ups � shares locked-up during an initial public offering are not available to
the public and will be excluded from the market value at the time the initial public offering enters
the Russell 1000® Value Index.

Corporate Actions Affecting the Russell 1000® Value Index.

The following summarizes the types of Russell 1000® Value Index maintenance adjustments and indicates
whether or not an adjustment to the Russell 1000® Value Index is required.

� �No Replacement� Rule � Securities that leave the Russell 1000® Value Index, between
reconstitution dates, for any reason (e.g., mergers, acquisitions or other similar corporate
activity) are not replaced. Thus, the number of securities in the Russell 1000® Value
Index over the past year will fluctuate according to corporate activity.

� Deleted Stocks � Effective on January 1, 2002, when deleting stocks from the Russell 1000® Value
Index as a result of exchange de-listing or reconstitution, the price used will be the market price on
the day of deletion, including potentially the OTC Bulletin Board price. Previously, prices used to
reflect de-listed stocks were the last traded price on the primary exchange.
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� Exceptions � There may be corporate events, like mergers or acquisitions, that result in the lack of
current market price for the deleted security and in such an instance the latest primary exchange
closing price available will be used.

� Rule for Additions � The only additions between reconstitution dates are as a result of spin-offs and
initial public offerings. Spin-off companies are added to the parent company�s index and
capitalization tier of membership, if the spin-off is large enough. To be eligible, the spun-off
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company�s total market capitalization must be greater than the market-adjusted total market
capitalization of the smallest security in the Russell 3000E® Index at the latest reconstitution.

� Rule for Corporate Action-Driven Changes � Beginning April 1, 2003 changes resulting from
corporate actions will generally be applied at the open of the ex-date using the previous day�s closing
prices. For reclassification of shares, mergers and acquisitions, spin-offs or reorganizations,
adjustments will be made at the open of the ex-date using previous day closing prices. For
re-incorporations and exchange de-listing, deleted entities will be removed at the open on the day
following re-incorporation or delisting using previous day closing prices (including OTC prices for
de-listed stocks).

� Quarterly IPO Additions � Eligible companies that have recently completed an initial public offering
(�IPO�) are added to the Russell 1000® Value Index at the end of each calendar quarter based on total
market capitalization ranking within the market-adjusted capitalization breaks established during the
most recent reconstitution. Market adjustments will be made using the returns of the broad market
Russell 3000E® Index. Eligible companies will be added to the Russell 1000® Value Index using
their industry�s average style probability established at the latest constitution.

Each month, the Russell 1000® Value Index is updated for changes to shares outstanding as companies
report changes in share capital to the Commission. Effective April 30, 2002 only cumulative changes to
shares outstanding greater than 5% will be reflected in the Russell 1000® Value Index. This does not affect
treatment of major corporate events, which are effective on the ex-date.

Historical Closing Levels of the Russell 1000® Value Index

Since its inception, the Russell 1000® Value Index has experienced significant fluctuations. Any historical
upward or downward trend in the value of the Russell 1000® Value Index during any period shown below is
not an indication that the value of the Russell 1000® Value Index is more or less likely to increase or
decrease at any time during the term of the securities. The historical levels of the Russell 1000® Value
Index do not give an indication of future performance of the Russell 1000® Value Index. Wachovia cannot
make any assurance that the future performance of the Russell 1000® Value Index will result in holders of
the securities receiving a positive total return on their investment.

We obtained the closing levels of the Russell 1000® Value Index listed below from Bloomberg Financial
Markets, without independent verification. The actual level of the Russell 1000® Value Index at any
exchange valuation date for the securities may bear little relation to the historical levels shown below.

The following table sets forth the published closing high, low and quarter-end levels of the Russell 1000®

Value Index. The information given below is for the four calendar quarters in 2004, 2005 and 2006, and the
first three calendar quarters in 2007. Partial data is provided for the fourth calendar quarter in 2007. On
December 24, 2007, the closing level of the Russell 1000® Value Index was 810.33. Past movements of the
Russell 1000® Value Index are not indicative of future levels of the Russell 1000® Value Index.

Quarterly High, Low and Closing Level of the Russell 1000® Value Index

Quarter-Start Date Quarter- End Date

High Closing

Level of

the Russell 1000®

Value Index

Low Closing

Level of

the Russell 1000®

Value Index

Quarter � End

Closing Level of

the Russell 1000®

Value Index
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01/01/2004 03/31/2004 606.63 573.40 591.78
04/01/2004 06/30/2004 600.45 559.13 593.47
07/01/2004 09/30/2004 605.28 567.23 598.96
10/01/2004 12/31/2004 657.48 590.81 656.83

01/01/2005 03/31/2005 676.09 635.39 653.52
04/01/2005 06/30/2005 674.05 629.27 660.46
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Quarter-Start Date Quarter-End Date

High Closing

Level of

the Russell 1000®

Value Index

Low Closing

Level of

the Russell 1000®

Value Index

Quarter �End

Closing Level

of the Russell 1000®

Value Index
07/01/2005 09/30/2005 687.44 662.95 681.97
10/01/2005 12/31/2005 696.99 642.47 685.95

01/01/2006 03/31/2006 728.97 697.65 722.25
04/01/2006 06/30/2006 748.49 691.97 722.04
07/01/2006 09/30/2006 763.45 708.44 762.18
10/01/2006 12/31/2006 823.18 760.61 817.76

01/01/2007 03/31/2007 841.75 791.24 823.02
04/01/2007 06/30/2007 885.03 824.57 858.51
07/01/2007 09/30/2007 883.01 787.02 851.00
10/01/2007 12/24/2007 872.75 762.17 810.33

The S&P MidCap 400® Index

We have obtained all information regarding the S&P MidCap 400® Index contained in this pricing
supplement, including its make-up, method of calculation and changes in its components, from publicly
available information. That information reflects the policies of, and is subject to change by, Standard &
Poor�s. Standard & Poor�s has no obligation to continue to publish, and may discontinue publication of, the
S&P MidCap 400® Index. We do not assume any responsibility for the accuracy or completeness of such
information.

The S&P MidCap 400® Index is determined, comprised and calculated by Standard & Poor�s without regard
to the securities. The S&P MidCap 400® Index is intended to provide a benchmark for performance
measurement of the medium capitalization segment of the United States equity markets. It tracks the stock
price movement of 400 companies with mid-sized market capitalizations, primarily ranging from $1 billion
to $5.5 billion. Beginning on March 18, 2005, Standard & Poor�s shifted from a market
capitalization-weighted formula to a half float-adjusted formula, and as of September 16, 2005, Standard &
Poor�s shifted to a full float-adjusted formula, as described in further detail below. With a float-adjusted
index, the share counts used in calculating the S&P MidCap 400® Index will reflect only those shares that
are available to investors, not all of a company�s outstanding shares. Float adjustment excludes shares that
are closely held by other publicly traded companies, control groups or government agencies. Moreover,
treasury stock, stock options, restricted shares, equity participation units, warrants, preferred stock,
convertible stock, and rights are not part of the float.

As of November 30, 2007, 289 companies or 75.0% of the S&P MidCap 400® Index traded on the New
York Stock Exchange, 109 companies or 24.2% of the S&P MidCap 400® Index traded on The Nasdaq
Stock Market and two companies or 0.8% of the S&P MidCap 400® Index traded on the American Stock
Exchange. As of November 30, 2007, the aggregate market value of the 400 companies included in the S&P
MidCap 400® Index represented approximately 7% of the aggregate market value of stocks included in the
Standard & Poor�s Stock Guide Database of domestic common stocks traded in the United States, excluding
American depositary receipts and shares of real estate investment trusts, limited partnerships and mutual
funds. Standard & Poor�s chooses companies for inclusion in the S&P MidCap 400® Index with the aim of
achieving a distribution by broad industry groupings that approximates the distribution of these groupings
in the common stock population of the medium capitalization segment of the United States equity market.
Relevant criteria employed by Standard & Poor's include U.S. company status, a market cap range between
$1 billion and $5.5 billion, financial viability, adequate liquidity and reasonable price, a public float of at
least 50%, sector representation, and status as an operating company. Ten main groups of companies
comprise the S&P MidCap 400® Index with the number of companies as of November 30, 2007 included in
each group indicated in parentheses: consumer discretionary (77), consumer staples (15), energy (22),
financials (62), health care (43), industrials (60), information technology (65), materials (27),
telecommunication services (3) and utilities (26). Standard & Poor�s may from time to time, in its sole
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objectives stated above.
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The level of the S&P MidCap 400® Index at any time does not reflect the payment of dividends on the stocks
included in the S&P MidCap 400® Index (each, a �component stock�). Because of this factor, the return on
the securities will not be the same as the return you would receive if you were to purchase these stocks and
hold them for a period equal to the term of the offered securities.

Computation of the S&P MidCap 400® Index

Standard & Poor�s currently uses a full float-adjusted formula to compute the S&P MidCap 400® Index as of
a particular time. Specifically, the float-adjusted index is equal to the quotient of (i) the sum of the products
of (x) the price of each component stock, (y) the total shares outstanding of each component stock and
(z) the investable weight factor and (ii) the index divisor. The investable weight factor equals the quotient
of the available float shares of a component stock and the total shares outstanding of that component stock.
In turn, the available float shares equals the total shares outstanding less shares that are closely held by
other publicly traded companies, control groups or government agencies, where the shares held by the
individuals in those aforementioned groups exceeds 10% of the outstanding shares. No assurance can be
given that Standard & Poor�s will not modify or change this methodology in a manner that may affect the
payment amount for the securities upon maturity or otherwise.

To prevent the level of the S&P MidCap 400® Index from changing due to corporate actions, all corporate
actions which affect the total market value of the S&P MidCap 400® Index, which is defined as the sum of
the products of the market price for each component stock and the number of outstanding shares of that
component stock, require an adjustment to the index divisor. All index divisor adjustments are made after
the closing of trading and after the calculation of the closing level of the S&P MidCap 400® Index. Some
corporate actions, like stock splits and stock dividends, require simple changes in the common shares
outstanding and the stock prices of the companies in the S&P MidCap 400® Index and do not require
adjustments to the index divisor.

The table below summarizes the types of corporate actions that require maintenance adjustments and
indicates whether an adjustment to the index divisor is necessary.

Type of Corporate Action Adjustment Factor Divisor Adjustment Required
Stock Split (e.g., 2-for-1) shares outstanding multiplied by 2;

stock price divided by 2
No

Share Issuance (i.e., change = 5%) shares outstanding plus newly issued
shares

Yes

Share Repurchase (i.e., change = 5%) shares outstanding minus repurchased
shares

Yes

Special Cash Dividends share price minus special dividend Yes

Company Change add new company market value
minus old company market value

Yes

Rights Offering price of parent company minus Yes

( price of rights )right ratio

Spinoffs price of parent company minus Yes

( price of spinoff co. )
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Historical Closing Levels of the S&P MidCap 400® Index

Since its inception, the S&P MidCap 400® Index has experienced significant fluctuations. Any historical
upward or downward trend in the value of the S&P MidCap 400® Index during any period shown below is
not an indication that the value of the S&P MidCap 400® Index is more or less likely to increase or decrease
at any time during the term of the securities. The historical levels of the S&P MidCap 400® Index do not
give an indication of future performance of the S&P MidCap 400® Index. Wachovia cannot make any
assurance that the future performance of the S&P MidCap 400® Index will result in holders of the securities
receiving a positive total return on their investment.

We obtained the closing levels of the S&P MidCap 400® Index listed below from Bloomberg Financial
Markets, without independent verification. The actual level of the S&P MidCap 400® Index at any
exchange valuation date for the securities may bear little relation to the historical levels shown below.

The following table sets forth the published closing high, low and quarter-end levels of the S&P MidCap
400® Index. The information given below is for the four calendar quarters in 2004, 2005 and 2006, and the
first three calendar quarters in 2007. Partial data is provided for the fourth calendar quarter in 2007. On
December 24, 2007, the closing level of the S&P MidCap 400® Index was 879.31. Past movements of the
S&P MidCap 400® Index are not indicative of future levels of the S&P MidCap 400® Index.

Quarterly High, Low and Closing Level of the S&P MidCap 400® Index

Quarter-Start Date Quarter-End Date

High Closing

Level of the

S&P MidCap 400®

Index

Low Closing

Level of

the S&P Mid Cap 400®

Index

Quarter-End

Closing Level of

the S&P MidCap 400®

Index
01/01/2004 03/31/2004 615.92 575.91 603.56
04/01/2004 06/30/2004 616.70 561.57 607.69
07/01/2004 09/30/2004 600.09 549.51 593.20
10/01/2004 12/31/2004 664.50 583.00 663.31

01/01/2005 03/31/2005 682.42 629.91 658.87
04/01/2005 06/30/2005 693.28 627.38 684.94
07/01/2005 09/30/2005 725.02 689.88 716.33
10/01/2005 12/31/2005 749.61 672.12 738.05

01/01/2006 03/31/2006 792.11 749.02 792.11
04/01/2006 06/30/2006 817.95 716.62 764.87
07/01/2006 09/30/2006 770.44 712.86 754.25
10/01/2006 12/31/2006 820.37 748.13 804.37

01/01/2007 03/31/2007 867.61 800.40 848.47
04/01/2007 06/30/2007 925.90 852.41 895.51
07/01/2007 09/30/2007 926.23 819.97 885.06
10/01/2007 12/24/2007 917.18 821.32 879.31

License Agreement with Standard and Poor�s

Standard & Poor�s and WBNA have entered into a non-exclusive license agreement providing for the license
to WBNA, its subsidiaries and affiliates, in exchange for a fee, of the right to use indices owned and
published by Standard & Poor�s in connection with some securities, including the securities. Standard &
Poor�s does not guarantee the accuracy and/or the completeness of the Index or any data included in the
Index. Standard & Poor�s makes no warranty, express or implied, as to results to be obtained by the
calculation agent, holders of the securities, or any other person or entity from the use of the Index or any
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this pricing supplement or for any other use. Standard & Poor�s makes no express or implied warranties, and
hereby expressly disclaims all warranties of merchantability or fitness for a particular purpose with respect
to the Index or any data included in
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the Index. Without limiting any of the above information, in no event will Standard & Poor�s have any
liability for any special, punitive, indirect or consequential damages, including lost profits, even if notified
of the possibility of these damages.

The securities are not sponsored, endorsed, sold or promoted by Standard & Poor�s. Standard & Poor�s
makes no representation or warranty, express or implied, to the holders of the securities or any member of
the public regarding the advisability of investing in securities generally or in the securities particularly or
the ability of the Index to track general stock market performance. Standard & Poor�s only relationship to
WBNA (other than transactions entered into in the ordinary course of business) is the licensing of certain
servicemarks and trade names of Standard & Poor�s and of the Index which is determined, composed and
calculated by Standard & Poor�s without regard to WBNA or the securities. Standard & Poor�s has no
obligation to take the needs of WBNA or the holders of the securities into consideration in determining,
composing or calculating the Index. Standard & Poor�s is not responsible for and has not participated in the
determination of the timing of the sale of the securities, prices at which the securities are to initially be sold,
or quantities of the securities to be issued or in the determination or calculation of the equation by which the
securities are to be converted into cash. Standard & Poor�s has no obligation or liability in connection with
the administration, marketing or trading of the securities.

�Standard & Poor�s®�, �S&P MidCap 400®�, �Standard & Poor�s MidCap 400� and �MidCap 400� are trademarks of
The McGraw-Hill Companies, Inc. and have been licensed by WBNA, its subsidiaries and affiliates. The
securities are not sponsored, endorsed, sold or promoted by Standard & Poor�s and Standard & Poor�s makes
no representation regarding the advisability of investing in the securities.

The Russell 2000® Index

We have obtained all information regarding the Russell 2000® Index contained in this pricing supplement,
including its make-up, method of calculation and changes in its components, from publicly available
information. That information reflects the policies of, and is subject to change by, the Index Sponsor. The
Index Sponsor has no obligation to continue to publish, and may discontinue publication of the Russell
2000® Index at any time. We make no representation or warranty as to the accuracy or completeness of
such information.

The Russell 2000® Index is calculated, published and disseminated by Frank Russell Company, and
measures the composite price performance of stocks of 2,000 companies (each a �component stock� and
collectively the �component stocks�) domiciled in the United States and its territories or certain other
countries/regions (as discussed below). All component stocks are traded on either the New York Stock
Exchange or the American Stock Exchange or in the over-the-counter (�OTC�) market and are the 2,000
smallest securities that form the Russell 3000®Index, representing approximately 8.8% of the total market
capitalization of the Russell 3000® Index. The Russell 3000® Index is composed of the 3,000 largest U.S.
companies as determined by market capitalization and represents approximately 98% of the U.S. equity
market.

The Russell 2000® Index is designed to track the performance of the small capitalization segment of the
U.S. equity market.

Selection of Component Stocks Included in the Russell 2000® Index

As described above, the Russell 2000® Index is a sub-group of the Russell 3000® Index. To be eligible for
inclusion in the Russell 3000® Index, and, consequently, the Russell 2000® Index, a company�s stocks must
be listed on May 31 of a given year and Frank Russell Company must have access to documentation
verifying the company�s eligibility for inclusion. Common stocks belonging to corporations incorporated in
the United States and its territories are eligible for inclusion in the Russell 3000® Index and, consequently,
the Russell 2000® Index. Additionally, common stocks belonging to corporations incorporated in Bahamas,
Belize, Bermuda, British Virgin Islands, Cayman Islands, Channel Islands, Cook Islands, Gibraltar, Isle of
Man, Liberia, Marshall Islands, Netherlands Antilles and Panama (each a �BDI Country�) may be reviewed
for eligibility for inclusion within the Russell 3000® Index and, consequently, the Russell 2000® Index,
provided that either (i) the corporation�s headquarters is located in the United States or (ii) the corporation�s

Edgar Filing: NORTHWEST NATURAL GAS CO - Form DEF 14A

Table of Contents 61



headquarters is located in the corporation�s jurisdiction of incorporation and the primary exchange for the
corporation�s shares is in the United States. The following securities are specifically excluded from the
Russell 2000® Index: (i) stocks traded on U.S. exchanges
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but incorporated in a country other than the United States or a BDI Country; (ii) stocks traded on U.S.
exchanges and incorporated in a BDI Country but headquartered in a country other than the United States or
the applicable BDI Country, (iii) preferred and convertible preferred stock, redeemable shares, participating
preferred stock, warrants and rights; and (iv) trust receipts, royalty trusts, limited liability companies, OTC
Bulletin Board companies, pink-sheets, closed-end mutual funds and limited partnerships that are traded on
U.S. exchanges. In addition, Berkshire Hathaway is excluded as a special exception.

The primary criteria used to determine the initial list of securities eligible for the Russell 3000® Index is
total market capitalization, which is defined as the price of the shares times the total number of available
shares. All common stock share classes are combined in determining market capitalization. If multiple share
classes have been combined, the price of the primary vehicle (usually the most liquid) is used in the
calculations. In cases where the common stock share classes act independently of each other (e.g., tracking
stocks), each class is considered for inclusion separately. Stocks must trade at or above $1.00 on May 31 of
each year to be eligible for inclusion in the Russell 2000® Index. However, if a stock falls below $1.00
intra-year, it will not be removed until the next reconstitution if it is still trading below $1.00.

The Russell 2000® Index is reconstituted annually to reflect changes in the marketplace. The list of
companies is ranked based on May 31 total market capitalization, with the actual reconstitution effective on
the first trading day following the final Friday of June each year. Changes in the constituent stocks are
preannounced and subject to change if any corporate activity occurs or if any new information is received
prior to release.

The level of the Russell 2000® Index at any time does not reflect the payment of dividends on the component
stocks included in the Russell 2000® Index. Because of this factor, the return on the securities will not be
the same as the return you would receive if you were to purchase these stocks and hold them for a period
equal to the term of the offered securities.

Computation of the Russell 2000® Index

As a capitalization-weighted index, the Russell 2000® Index reflects changes in the capitalization, or market
value, of the component stocks relative to their capitalization on a base date. The current Russell 2000®

Index value is calculated by adding the market values of the Russell 2000® Index�s component stocks, which
are derived by multiplying the price of each stock by the number of available shares, to arrive at the total
market capitalization of the 2,000 stocks. The total market capitalization is then divided by a divisor, which
represents the �adjusted� capitalization of the Russell 2000® Index on the base date of December 31, 1986. To
calculate the Russell 2000® Index, last sale prices will be used for exchange-traded and Nasdaq Global
Market stocks. If a component stock is not open for trading, the most recently traded price for that security
will be used in calculating the Russell 2000® Index. In order to provide continuity for the Russell 2000®

Index�s value, the divisor is adjusted periodically to reflect events including changes in the number of
common shares outstanding for component stocks, company additions or deletions, corporate restructurings
and other capitalization changes.

Available shares are assumed to be shares available for trading. Exclusion of capitalization held by other
listed companies and large holdings of private investors (10% or more) is based on information recorded in
SEC corporate filings. Other sources are used in cases of missing or questionable data.

The following types of shares are considered unavailable for the purposes of capitalization determinations:

� ESOP or LESOP shares � corporations that have Employee Stock Ownership Plans that comprise
10% or more of the shares outstanding are adjusted;

� Corporate cross-owned shares � when shares of a corporation included in the Russell 2000® Index
are held by another corporation also included in the Russell 2000® Index, this is considered
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� Large private and corporate shares � large private and corporate holdings are defined as those shares
held by an individual, a group of individuals acting together or a corporation not included

S-33

Edgar Filing: NORTHWEST NATURAL GAS CO - Form DEF 14A

Table of Contents 64



Table of Contents

the Russell 2000® Index that own 10% or more of the shares outstanding. However, not to be
included in this class are institutional holdings, which are: investment companies, partnerships,
insurance companies, mutual funds, banks or venture capitals;

� Unlisted share classes � classes of common stock that are not traded on a U.S. securities exchange;
and

� Initial public offering lock-ups � shares locked-up during an initial public offering are not available to
the public and will be excluded from the market value at the time the initial public offering enters
the Russell 2000® Index.

Corporate Actions Affecting the Russell 2000® Index.

The following summarizes the types of Russell 2000® Index maintenance adjustments and indicates
whether or not an adjustment to the Russell 2000® Index is required.

� �No Replacement� Rule � Securities that leave the Russell 2000® Index, between reconstitution
dates, for any reason (e.g., mergers, acquisitions or other similar corporate activity) are not replaced.
Thus, the number of securities in the Russell 2000® Index over the past year will fluctuate according
to corporate activity.

� Deleted Stocks � Effective on January 1, 2002, when deleting stocks from the Russell 2000® Index as
a result of exchange de-listing or reconstitution, the price used will be the market price on the day of
deletion, including potentially the OTC Bulletin Board price. Previously, prices used to reflect
de-listed stocks were the last traded price on the primary exchange.

� Exceptions � There may be corporate events, like mergers or acquisitions, that result in the lack of
current market price for the deleted security and in such an instance the latest primary exchange
closing price available will be used.

� Rule for Additions � The only additions between reconstitution dates are as a result of spin-offs.
Spin-off companies are added to the parent company�s index and capitalization tier of membership,
if the spin-off is large enough. To be eligible, the spun-off company�s total market capitalization
must be greater than the market-adjusted total market capitalization of the smallest security in the
Russell 3000E® Index at the latest reconstitution.

� Rule for Corporate Action-Driven Changes � Beginning April 1, 2003 changes resulting from
corporate actions will generally be applied at the open of the ex-date using the previous day�s closing
prices. For reclassification of shares, mergers and acquisitions, spin-offs or reorganizations,
adjustments will be made at the open of the ex-date using previous day closing prices. For
re-incorporations and exchange de-listing, deleted entities will be removed at the open on the day
following re-incorporation or delisting using previous day closing prices (including OTC prices for
de-listed stocks).

� Quarterly IPO Additions � Beginning in September 2004, eligible companies that have recently
completed an initial public offering (�IPO�) are added to the Russell 2000® Index at the end of each
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calendar quarter based on total market capitalization ranking within the market-adjusted
capitalization breaks established during the most recent reconstitution. Market adjustments will be
made using the returns of the Russell 3000E® Index. Eligible companies will be added to the Russell
2000® Index using their industry�s average style probability established at the latest constitution.

Each month, the Russell 2000® Index is updated for changes to shares outstanding as companies report
changes in share capital to the Commission. Effective April 30, 2002 only cumulative changes to shares
outstanding greater than 5% will be reflected in the Russell 2000® Index. This does not affect treatment of
major corporate events, which are effective on the ex-date.

S-34

Edgar Filing: NORTHWEST NATURAL GAS CO - Form DEF 14A

Table of Contents 66



Table of Contents

Historical Closing Levels of the Russell 2000® Index

Since its inception, the Russell 2000® Index has experienced significant fluctuations. Any historical upward
or downward trend in the value of the Russell 2000® Index during any period shown below is not an
indication that the value of the Russell 2000® Index is more or less likely to increase or decrease at any time
during the term of the securities. The historical levels of the Russell 2000® Index do not give an indication
of future performance of the Russell 2000® Index. Wachovia cannot make any assurance that the future
performance of the Russell 2000® Index will result in holders of the securities receiving a positive total
return on their investment.

We obtained the closing levels of the Russell 2000® Index listed below from Bloomberg Financial Markets,
without independent verification. The actual level of the Russell 2000® Index at any exchange valuation
date for the securities may bear little relation to the historical levels shown below.

The following table sets forth the published closing high, low and quarter-end levels of the Russell 2000®

Index. The information given below is for the four calendar quarters in 2004, 2005 and 2006, and the first
three calendar quarters in 2007. Partial data is provided for the fourth calendar quarter in 2007. On
December 24, 2007, the closing level of the Russell 2000® Index was 794.39. Past movements of the
Russell 2000® Index are not indicative of future levels of the Russell 2000® Index.

Quarterly High, Low and Closing Level of the Russell 2000® Index

Quarter-Start Date Quarter-End Date

High Closing

Level of

the Russell 2000®

Index

Low Closing

Level of

the Russell 2000®

Index

Quarter-End

Closing Level of

the Russell 2000®

Index
01/01/2004 03/31/2004 601.50 557.63 590.31
04/01/2004 06/30/2004 606.39 535.34 591.52
07/01/2004 09/30/2004 582.72 517.10 572.94
10/01/2004 12/31/2004 654.57 564.88 651.57

01/01/2005 03/31/2005 644.95 604.53 615.07
04/01/2005 06/30/2005 644.19 575.02 639.66
07/01/2005 09/30/2005 688.51 643.04 667.80
10/01/2005 12/31/2005 690.57 621.57 673.22

01/01/2006 03/31/2006 765.14 684.05 765.14
04/01/2006 06/30/2006 781.83 672.72 724.67
07/01/2006 09/30/2006 734.48 671.94 725.59
10/01/2006 12/31/2006 797.73 718.35 787.66

01/01/2007 03/31/2007 829.44 760.06 800.71
04/01/2007 06/30/2007 855.09 803.22 833.70
07/01/2007 09/30/2007 855.77 751.54 805.45
10/01/2007 12/24/2007 845.72 735.07 794.39

The MSCI EAFE® Index

We have derived all information regarding the MSCI EAFE® Index contained in this pricing supplement,
including its make-up, method of calculation and changes in its components, from publicly available
information. That information reflects the policies of, and is subject to change by MSCI. MSCI has no
obligation to continue to publish the MSCI EAFE® Index, and may discontinue publication of the MSCI
EAFE® Index at any time. We do not assume any responsibility for the accuracy or completeness of such
information.
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The MSCI EAFE® Index is a free float-adjusted market capitalization index that is designed to measure
developed market equity performance in Europe, Asia, Australia and the Far East. The MSCI EAFE® Index
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consists of the following 21 developed country indices: Australia, Austria, Belgium, Denmark, Finland,
France, Germany, Greece, Hong Kong, Ireland, Italy, Japan, the Netherlands, New Zealand, Norway,
Portugal, Singapore, Spain, Sweden, Switzerland and the United Kingdom. The MSCI EAFE® Index is a
part of a series of indices sponsored by MSCI called the �MSCI Standard Index series�.

Calculation of the MSCI EAFE® Index

Prices of the component securities constituting the MSCI EAFE® Index are the official exchange closing
prices or prices accepted as such in the relevant market. In general, all prices are taken from the main stock
exchange in each market. Closing prices are converted into U.S. dollars using the closing exchange rates
calculated by the WM Company at 5 p.m. Central Europe Time. The U.S. dollar value of the MSCI EAFE®

Index is calculated based on the free float-adjusted market capitalization in U.S. dollars of the component
securities. The MSCI EAFE® index is published daily by MSCI through multiple venders and in real time
every 60 seconds through Reuters and Bloomberg.

The level of the MSCI EAFE® Index at any time does not reflect the payment of dividends on the stocks
included in the MSCI EAFE® Index (each, a �component stock�). Because of this factor, the return on the
securities will not be the same as the return you would receive if you were to purchase these stocks and
hold them for a period equal to the term of the offered securities.

Composition and Maintenance of the MSCI EAFE® Index.

In order to ensure a broad and fair representation in the indices of the diversity of business activities in the
universe, MSCI follows a �bottom-up� approach to index construction, building indices from the industry
group level up. The bottom-up approach to index construction requires a thorough analysis and
understanding of the characteristics of the equity universe. This analysis drives the individual security
selection decisions and aims to reflect the overall features of the equity universe in the country index.

MSCI targets an 85% free float-adjusted market representation level within each industry group within each
country. The security selection process within each industry group is based on a careful analysis of:

� Each company�s business activities and the diversification that its securities would bring to the MSCI
EAFE® Index.

� The size (based on free float-adjusted market capitalization) and liquidity of securities. All other
things being equal, MSCI targets for inclusion the most sizable and liquid securities in an industry
group. In addition, securities that do not meet the minimum size guidelines discussed below and/or
securities with inadequate liquidity are not considered for inclusion.

� The estimated free float for the company and its individual share classes. Only securities of
companies with an estimated overall and/or security free float greater than 15% are, in general,
considered for inclusion.

Overall, index maintenance can be described by three broad categories of implementation of changes:

� Annual full country index reviews that systematically re-assess the various dimensions of the equity
universe for all countries and are conducted on a fixed annual timetable.
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� Quarterly index reviews, aimed at promptly reflecting other significant market events.

� Ongoing event-related changes, such as mergers and acquisitions, which are generally implemented
in the indices as rapidly as they occur.

Potential changes in the status of countries (stand-alone, emerging, developed) follow their own separate
timetables. These changes are normally implemented in one or more phases at the regular annual full
country index review and quarterly index review dates.
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The objective of the annual full country review, which is carried out every May, is to systematically
re-assess the various dimensions of the equity universe for all countries on a fixed annual timetable. This
includes a re-appraisal of the free float-adjusted industry group representation within a country, a detailed
review of the shareholder information used to estimate free float for constituent and nonconstituent
securities, an update of minimum size guidelines for new and existing constituents, as well as changes
typically considered for a quarterly index review as discussed below.

The quarterly index review process is designed to ensure that the indices continue to be an accurate
reflection of the evolving equity marketplace. This is achieved by rapidly reflecting significant market
driven changes that were not captured in the index at the time of their actual occurrence and that should not
wait until the annual full country index review due to their importance.

During a quarterly index review, securities may be added to or deleted from a country index for a variety of
reasons including the following:

� Additions or deletions of securities, due to one or more industry groups having become significantly
over- or under-represented as a result of mergers, acquisitions, restructuring and other major market
events affecting that industry group.

� Additions or deletions resulting from changes in industry classification, significant increases or
decreases in free float, and removal or decreases of foreign ownership limitations not implemented
immediately.

� Replacement of companies, which are no longer suitable industry representatives.

� Deletion of securities whose company and/or security free float has fallen to less than 15%.

� Deletion of securities that have become very small or illiquid.

� Replacement of securities (additions or deletions) resulting from the review of price sources for
constituents with both domestic and foreign board quotations.

� Additions or deletions of securities as a result of other market events. All ongoing event-related
changes resulting from corporate events are announced prior to their implementations.

Ongoing event-related changes to the indices are the result of mergers, acquisitions, spin-offs, bankruptcies,
reorganizations and other similar corporate events. Ongoing event-related charges can also result from
capital reorganizations in the form of rights issues, bonus issues, public issuances and other similar
corporate actions that take place on a continuing basis. These changes are reflected in the indices at the time
of the event.

Historical Closing Levels of the MSCI EAFE® Index

Since its inception, the MSCI EAFE® Index has experienced significant fluctuations. Any historical upward
or downward trend in the value of the MSCI EAFE® Index during any period shown below is not an
indication that the value of the MSCI EAFE® Index is more or less likely to increase or decrease at any time
during the term of the securities. The historical levels of the MSCI EAFE® Index do not give an indication
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of future performance of the MSCI EAFE® Index. Wachovia cannot make any assurance that the future
performance of the MSCI EAFE® Index will result in holders of the securities receiving a positive total
return on their investment.

We obtained the closing levels of the MSCI EAFE® Index listed below from Bloomberg Financial Markets,
without independent verification. The actual level of the MSCI EAFE® Index at or any exchange valuation
date for the securities may bear little relation to the historical levels shown below.
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The following table sets forth the published closing high, low and quarter-end levels of the MSCI EAFE®

Index. The information given below is for the four calendar quarters in 2004, 2005 and 2006, and the first
three calendar quarters in 2007. Partial data is provided for the fourth calendar quarter in 2007. On
December 24, 2007, the closing level of the MSCI EAFE® Index was 2215.73. Past movements of the
MSCI EAFE® Index are not indicative of future levels of the MSCI EAFE® Index.

Quarterly High, Low and Closing Level of the MSCI EAFE® Index

Quarter-Start Date Quarter-End Date

High Closing

Level of

the MSCI EAFE®

Index

Low Closing

Level of

the MSCI EAFE®

Index

Quarter-End

Closing Level

of the MSCI EAFE®

Index
01/01/2004 03/31/2004 1,365.62 1,286.25 1,337.07
04/01/2004 06/30/2004 1,360.32 1,226.65 1,327.97
07/01/2004 09/30/2004 1,328.19 1,258.55 1,318.03
10/01/2004 12/31/2004 1,515.48 1,329.37 1,515.48

01/01/2005 03/31/2005 1,568.18 1,462.16 1,503.85
04/01/2005 06/30/2005 1,518.07 1,439.66 1,473.72
07/01/2005 09/30/2005 1,618.84 1,450.18 1,618.84
10/01/2005 12/31/2005 1,696.07 1,533.92 1,680.13

01/01/2006 03/31/2006 1,841.74 1,684.06 1,827.65
04/01/2006 06/30/2006 1,980.26 1,681.7  1,822.88
07/01/2006 09/30/2006 1,914.88 1,708.45 1,885.26
10/01/2006 12/31/2006 2,074.48 1,890.59 2,074.48

01/01/2007 03/31/2007 2,182.60 2,030.0  2,147.51
04/01/2007 06/30/2007 2,285.36 2,152.13 2,219.87
07/01/2007 09/30/2007 2,335.70 2,039.86 2,288.25
10/01/2007 12/24/2007 2,388.74 2,179.99 2,215.73

License Agreement with MSCI

This financial product is not sponsored, endorsed, sold or promoted by MSCI, any of its affiliates, any of its
information providers or any other third party involved in, or related to, compiling, computing or creating
any MSCI index (collectively, the �MSCI parties�). The MSCI indexes are the exclusive property of MSCI.
MSCI and the MSCI index names are service mark(s) of MSCI or its affiliates and have been licensed for
use for certain purposes by Wachovia Corporation. These securities have not been passed on by any of the
MSCI parties as to their legality or suitability with respect to any person or entity and none of the MSCI
parties makes any warranties or bears any liability with respect to these securities. Without limiting the
generality of the foregoing, none of the MSCI parties makes any representation or warranty, express or
implied, to the issuer or owners of these securities or any other person or entity regarding the advisability of
investing in financial products generally or in these securities particularly or the ability of any MSCI index
to track corresponding stock market performance. MSCI or its affiliates are the licensors of certain
trademarks, service marks and trade names and of the MSCI indexes which are determined, composed and
calculated by MSCI without regard to these securities or the issuer or owner of these securities or any other
person or entity. None of the MSCI parties has any obligation to take the needs of the issuers or owners of
these securities or any other person or entity into consideration in determining, composing or calculating the
MSCI indexes. None of the MSCI parties is responsible for or has participated in the determination of the
timing of, prices at, or quantities of these securities or in the determination or calculation of the equation by
or the consideration into which these securities are redeemable. None of the MSCI parties has any
obligation or liability to the issuer or owners of these securities or any other person or entity in connection
with the administration, marketing or offering of these securities.
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originality, accuracy and/or completeness of any MSCI index or any data included therein or the results to
be obtained by the issuer of these securities, owners of this financial product, or any other person or entity,
from the use of any MSCI index or any data included therein and none of the MSCI parties shall have any
liability to any person or entity for any errors, omissions or interruptions of or in connection with any MSCI
index or any data included therein. Further, none of the MSCI parties makes any express or implied
warranties of any kind and the MSCI parties hereby expressly disclaim all warranties (including, without
limitation and for purposes of example only, all warranties of title, sequence, availability, originality,
accuracy, completeness, timeliness, non-infringement, merchantability and fitness for a particular purpose
and all implied warranties arising from trade usage, course of dealing and course of performance) with
respect to each MSCI index and all data included therein. Without limiting the generality of any of the
foregoing, in no event shall any of the MSCI parties have any liability to any person or entity for any
damages, whether direct, indirect, special, incidental, punitive, consequential (including, without limitation,
loss of use, loss of profits or revenues or other economic loss), and whether in tort (including, without
limitation, strict liability and negligence) contract or otherwise, even if it might have anticipated, or was
advised of, the possibility of such damages.

No purchaser, seller or holder of these securities, or any other person or entity, should use or refer to any
MSCI trade name, trademark or service mark to sponsor, endorse, market or promote this security without
first contacting MSCI to determine whether MSCI�s permission is required. Under no circumstances may
any person or entity claim any affiliation with MSCI without the prior written permission of MSCI.

Historical Closing Values of the Basket

The Basket is not a recognized market index. The Basket was created solely for purposes of the offering of
the securities and will be calculated solely during the term of the securities. The Basket does not reflect the
performance of all major securities markets, and may not reflect actual global market performance. The
historical closing values of the Basket, as calculated solely for the purposes of the offering of the securities,
fluctuated in the past and may, in the future, experience significant fluctuations. Any historical upward or
downward trend in the closing values of the Basket during any period shown below is not an indication that
the annual percentage change in the value of the Basket is more likely to be positive or negative during the
term of the securities. The historical values do not give an indication of future values of the Basket. We
cannot make any assurance that the future values of the Basket, the future values of the component indices
or the trading prices of the component stocks underlying the component indices will result in holders of the
securities receiving a net entitlement value greater than the principal amount of their securities on the
maturity date. We do not make any representation to you as to the performance of the Basket or the
component indices. We obtained the closing values of the component indices used to calculate the historical
values of the Basket from Bloomberg Financial Services, without independent verification. The actual
values of the component indices and the Basket at or near the valuation date may bear little relation to the
historical values shown below.

The following table sets forth our hypothetical calculation of the closing high, low and quarter-end closing
values of the Basket as though it had been in existence since January 1, 2004 with a starting value of $10
and exchange ratios for the component indices underlying the Basket determined as of that date. The
information given below is for the four calendar quarters in 2004, 2005 and 2006, and the first three
calendar quarters in 2007. Partial data is provided for the fourth calendar quarter in 2007. On December 24,
2007, the closing value of the Basket was 19.23. Past movements of the Basket are not indicative of future
values.
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Quarterly High, Low and Closing Values of the Basket

Quarter-Start Date Quarter-End Date

High Closing Level

of the Basket

Low Closing Level

of the Basket

Quarter-End Closing

Level of the

Basket
01/01/2004 03/31/2004 13.82 13.04 13.52
04/01/2004 06/30/2004 13.78 12.73 13.59
07/01/2004 09/30/2004 13.46 12.56 13.30
10/01/2004 12/31/2004 14.82 13.21 14.80

01/01/2005 03/31/2005 15.01 14.16 14.47
04/01/2005 06/30/2005 14.89 13.95 14.66
07/01/2005 09/30/2005 15.50 14.69 15.40
10/01/2005 12/31/2005 15.97 14.66 15.73

01/01/2006 03/31/2006 16.82 15.73 16.77
04/01/2006 06/30/2006 17.39 15.52 16.40
07/01/2006 09/30/2006 16.98 15.70 16.93
10/01/2006 12/31/2006 18.31 16.89 18.21

01/01/2007 03/31/2007 18.99 17.79 18.58
04/01/2007 06/30/2007 20.01 18.58 19.55
07/01/2007 09/30/2007 20.17 18.04 19.67
10/01/2007 12/24/2007 20.21 18.37 19.23

Although the Basket is not a recognized market index, the following graph depicts the historical
performance of the Basket as it would have occurred from January 1, 2003 to December 24, 2007 as though
the Basket had been in existence since January 1, 2003 with a starting value of $10 and exchange ratios for
the component indices determined as of that date. Any historical upward or downward trend in the value of
the Basket during any period shown below is not an indication that the value of the Basket is more or less
likely to increase or decrease at any time during the term of the securities. The historical values of the
Basket do not give any indication of the future performance of the Basket and Wachovia cannot make any
assurance regarding the future performance of the Basket.
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SUPPLEMENTAL TAX CONSIDERATIONS

The following is a general description of certain United States federal income tax considerations relating to
the securities. The following does not purport to be a complete analysis of all tax considerations relating to
the securities. Prospective purchasers of the securities should consult their tax advisors as to the
consequences under the tax laws of the country of which they are resident for tax purposes and the tax laws
of the United States of acquiring, holding and disposing of the securities and receiving payments under the
securities. This summary is based upon the law as in effect on the date of this pricing supplement and is
subject to any change in law that may take effect after such date. This summary does not address all aspects
of United States federal income taxation of the securities that may be relevant to you in light of your
particular circumstances, nor does it address all of your tax consequences if you are a holder of securities
who is subject to special treatment under the United States federal income tax laws.

Supplemental U.S. Tax Considerations

The discussion below supplements the discussion under �United States Taxation� in the accompanying
prospectus and is subject to the limitations and exceptions set forth therein. Except as otherwise noted under
�United States Alien Holders� below, this discussion is only applicable to you if you are a United States
holder (as defined in the accompanying prospectus).

The treatment of the securities for United States federal income tax purposes is uncertain. In the opinion of
Sullivan & Cromwell LLP, the securities should be treated as pre-paid cash-settled forward contracts linked
to the Basket and the terms of the securities require you and us (in the absence of a change in law, an
administrative determination or a judicial ruling to the contrary) to treat the securities for all tax purposes in
accordance with such characterization. If the securities are so treated, you should generally recognize
capital gain or loss upon the sale, exchange or maturity of your securities (which will be long-term capital
gain or loss if you hold your securities for more than one year) in an amount equal to the difference between
the amount you receive at such time and your tax basis in the securities. Capital gain of a noncorporate
United States holder is generally taxed at a maximum rate of 15% where the holder has a holding period
with respect to its securities of more than one year. In general, your tax basis in your securities will be equal
to the price you paid for them. The deductibility of capital losses is subject to limitations.

Alternative Treatments. In light of the uncertainty as to the United States federal income tax treatment, it
would be a reasonable interpretation of current law for the securities to be treated as a single debt
instrument subject to the special tax rules governing contingent payment debt instruments. If the securities
are so treated, you would be required to accrue interest income over the term of your securities based upon
the yield at which we would issue a noncontingent fixed-rate debt instrument with other terms and
conditions similar to your securities. You would recognize gain or loss upon the sale, exchange or maturity
of your securities in an amount equal to the difference, if any, between the amount you receive at such time
and your adjusted basis in your securities. In general, your adjusted basis in your securities would be equal
to the amount you paid for your securities, increased by the amount of interest you previously accrued with
respect to your securities. Any gain you recognize upon the sale, exchange or maturity of your securities
would be ordinary income and any loss recognized by you at such time would be ordinary loss to the extent
of interest you included in income in the current or previous taxable years with respect to your securities,
and thereafter would be capital loss.

If the securities are treated as a contingent debt instrument and you purchase your securities in the
secondary market at a price that is at a discount from, or in excess of, the adjusted issue price of the
securities, such excess or discount would not be subject to the generally applicable market discount or
amortizable bond premium rules described in the accompanying prospectus but rather would be subject to
special rules set forth in treasury regulations governing contingent debt instruments. Accordingly, if you
purchase your securities in the secondary market, you should consult your tax advisor as to the possible
application of such rules to you.

Because of the absence of authority regarding the appropriate tax characterization of your securities, it is
possible that the Internal Revenue Service could seek to characterize your securities in a manner that results
in tax consequences to you that are different from those described above. You should consult your tax
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On December 7, 2007, the Internal Revenue Service released a notice stating that the Internal Revenue
Service and the Treasury Department are actively considering the proper federal income tax treatment of an
instrument such as the offered securities including whether the holders should be required to accrue
ordinary income on a current basis and whether gain or loss should be ordinary or capital, and they are
seeking comments on the subject. It is not possible to determine what guidance they will ultimately issue, if
any. It is possible, however, that under such guidance, holders of the securities will ultimately be required
to accrue income currently and this could be applied on a retroactive basis. The Internal Revenue Service
and the Treasury Department are also considering other relevant issues, including whether foreign holders
of such instruments should be subject to withholding tax on any deemed income accruals, and whether the
special �constructive ownership rules� of Section 1260 of the Internal Revenue Code might be applied to such
instruments. Holders are urged to consult their tax advisors concerning the significance, and the potential
impact, of the above considerations. Except to the extent otherwise provided by law, Wachovia Corporation
intends to treat the securities for U.S. federal income tax purposes in accordance with the treatment set forth
in this section unless and until such time as the Treasury Department and Internal Revenue Service issue
guidance providing that some other treatment is more appropriate.

In addition, one member of the House of Representatives recently introduced a bill that, if enacted, would
require holders of securities purchased after the bill is enacted to accrue interest income over the term of the
securities despite the fact that there will be no interest payments over the term of the securities. It is not
possible to predict whether this bill or a similar bill will be enacted in the future and whether any such bill
would affect the tax treatment of your securities.

United States Alien Holders. If the securities are treated as pre-paid cash-settled forward contracts, as
discussed above, and you are a United States alien holder (as defined in the accompanying prospectus), you
will not be subject to United States withholding tax with respect to payments on your securities but you will
be subject to generally applicable information reporting and backup withholding requirements with respect
to payments on your securities unless you comply with certain certification and identification requirements
as to your foreign status. On December 7, 2007, however, the Internal Revenue Service released Notice
2008-2 soliciting comments from the public on various issues, including whether instruments such as your
notes should be subject to withholding.

As discussed above, alternative characterizations of the securities for U.S. federal income tax purposes are
possible. Should an alternative characterization of the securities, by reason of a change or clarification of
the law, by regulation or otherwise, cause payments with respect to the securities to become subject to
withholding tax, we will withhold tax at the applicable statutory rate and we will not make payments of any
Additional Amounts (as defined in the accompanying prospectus). Prospective United States alien holders
of the securities should consult their own tax advisors in this regard.
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EMPLOYEE RETIREMENT INCOME SECURITY ACT

A fiduciary of a pension, profit-sharing or other employee benefit plan (a �plan�) subject to the Employee
Retirement Income Security Act of 1974, as amended (�ERISA�), should consider the fiduciary standards of
ERISA in the context of the plan�s particular circumstances before authorizing an investment in the
securities. Accordingly, among other factors, the fiduciary should consider whether the investment would
satisfy the prudence and diversification requirements of ERISA and would be consistent with the
documents and instruments governing the plan, and whether the investment would involve a prohibited
transaction under Section 406 of ERISA or Section 4975 of the Internal Revenue Code (the �Code�).

Section 406 of ERISA and Section 4975 of the Code prohibit plans, as well as individual retirement
accounts and Keogh plans subject to Section 4975 of the Internal Revenue Code (also �plans�), from
engaging in certain transactions involving �plan assets� with persons who are �parties in interest� under ERISA
or �disqualified persons� under the Code (�parties in interest�) with respect to the plan or account. A violation
of these prohibited transaction rules may result in civil penalties or other liabilities under ERISA and/or an
excise tax under Section 4975 of the Code for those persons, unless exemptive relief is available under an
applicable statutory, regulatory or administrative exemption. Certain employee benefit plans and
arrangements including those that are governmental plans (as defined in section 3(32) of ERISA), certain
church plans (as defined in Section 3(33) of ERISA) and foreign plans (as described in Section 4(b)(4) of
ERISA) (�non-ERISA arrangements�) are not subject to the requirements of ERISA or Section 4975 of the
Code but may be subject to similar provisions under applicable federal, state, local, foreign or other
regulations, rules or laws (�similar laws�).

The acquisition of the securities by a plan with respect to which Wachovia, Wachovia Capital Markets,
LLC or certain of our affiliates is or becomes a party in interest may constitute or result in a prohibited
transaction under ERISA or Section 4975 of the Code, unless those securities are acquired pursuant to and
in accordance with an applicable exemption. Section 408(b)(17) of ERISA and Section 4975(d)(20) of the
Code provide an exemption for the purchase and sale of securities where neither Wachovia nor any of its
affiliates have or exercise any discretionary authority or control or render any investment advice with
respect to the assets of the plan involved in the transaction and the plan receives no less and pays no more
than �adequate consideration� in connection with the transaction (the �service provider exemption�). Moreover,
the United States Department of Labor has issued five prohibited transaction class exemptions, or �PTCEs�,
that may provide exemptive relief if required for direct or indirect prohibited transactions that may arise
from the purchase, holding, or exercise of the exchange right of the securities. These exemptions are:

� PTCE 84-14, an exemption for certain transactions determined or effected by independent qualified
professional asset managers;

� PTCE 90-1, an exemption for certain transactions involving insurance company pooled separate
accounts;

� PTCE 91-38, an exemption for certain transactions involving bank collective investment funds;

� PTCE 95-60, an exemption for transactions involving certain insurance company general accounts;
and

� PTCE 96-23, an exemption for plan asset transactions managed by in-house asset managers.
The securities may not be purchased or held by (1) any plan, (2) any entity whose underlying assets include
�plan assets� by reason of any plan�s investment in the entity (a �plan asset entity�) or (3) any person investing
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�plan assets� of any plan, unless in each case the purchaser or holder is eligible for the exemptive relief
available under one or more of the PTCEs listed above, the service provider exemption or another
applicable similar exemption. Any purchaser or holder of the securities or any interest in the securities will
be deemed to have represented by its purchase and holding of the securities that it either (1) is not a plan or
a plan asset entity and is not purchasing those securities on behalf of or with �plan assets� of any plan or plan
asset entity or (2) with respect to the purchase or holding, is eligible for the exemptive relief available under
any of the PTCEs listed above, the service provider exemption or another applicable exemption. In addition,
any purchaser or
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holder of the securities or any interest in the securities which is a non-ERISA arrangement will be deemed
to have represented by its purchase and holding of the securities that its purchase and holding will not
violate the provisions of any similar law.

Due to the complexity of these rules and the penalties that may be imposed upon persons involved in
non-exempt prohibited transactions, it is important that fiduciaries or other persons considering purchasing
the securities on behalf of or with �plan assets� of any plan, plan asset entity or non-ERISA arrangement
consult with their counsel regarding the availability of exemptive relief under any of the PTCEs listed
above, the service provider exemption or any other applicable exemption, or the potential consequences of
any purchase, holding, or exchange right under similar laws, as applicable.

If you are an insurance company or the fiduciary of a pension plan or an employee benefit plan, and
propose to invest in the securities, you should consult your legal counsel.

S-45

Edgar Filing: NORTHWEST NATURAL GAS CO - Form DEF 14A

Table of Contents 83



Table of Contents

USE OF PROCEEDS AND HEDGING

The net proceeds from the sale of the securities will be used as described under �Use of Proceeds� in the
accompanying prospectus and to hedge market risks of Wachovia associated with its obligation to pay the
net entitlement value at the maturity of the securities or upon exchange.

The hedging activity discussed above may adversely affect the market value of the securities from time to
time and the net entitlement value you will receive on the securities at maturity or upon exchange. See �Risk
Factors � Purchases and sales by us or our affiliates may affect the return on the securities� and �Risk Factors �
Additional potential conflicts of interest could arise� on page S-13 for a discussion of these adverse effects.

S-46
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SUPPLEMENTAL PLAN OF DISTRIBUTION

The underwriter named below has agreed, subject to the terms and conditions of an underwriting agreement
with Wachovia, to purchase the number of securities initially offered on the date of this pricing supplement
set forth below opposite its name. The underwriter is committed to purchase all of those securities if any are
purchased.

Underwriter Aggregate principal amount
Wachovia Capital Markets, LLC $ 6,000,000.00

Total $ 6,000,000.00
The underwriter proposes to offer the securities in part directly to the public at the initial maximum offering
price set forth on the cover page of this pricing supplement and in part to Wachovia Securities, LLC,
Wachovia Securities Financial Network, LLC or certain other securities dealers at such prices less a
concession not to exceed $0.10 per security.

Proceeds to be received by Wachovia in this offering will be net of the underwriting discount, commission
and expenses payable by Wachovia.

After the securities are released for sale in the public, the offering prices and other selling terms may from
time to time be varied by the underwriter.

The securities are new issues of securities with no established trading markets. Wachovia has been advised
by the underwriter that the underwriter intends to make a market in the securities but is not obligated to do
so and may discontinue market making at any time without notice. No assurance can be given as to the
liquidity of the trading market for the securities.

Settlement for the securities will be made in immediately available funds. The securities will be in the Same
Day Funds Settlement System at DTC and, to the extent the secondary market trading in the securities is
effected through the facilities of such depositary, such trades will be settled in immediately available funds.

Wachovia has agreed to indemnify the underwriter against certain liabilities, including liabilities under the
Securities Act of 1933.

This pricing supplement and the attached prospectus may be used by Wachovia Capital Markets, LLC, an
affiliate of Wachovia, or any other affiliate of Wachovia, in connection with offers and sales related to
market-making or other transactions in the securities. Wachovia Capital Markets, LLC or any other such
affiliate of Wachovia, may act as principal or agent in such transactions. Such sales will be made at prices
related to prevailing market prices at the time of sale or otherwise.

Wachovia Capital Markets, LLC, Wachovia Securities, LLC and Wachovia Securities Financial Network,
LLC are affiliates of Wachovia. Rule 2720 of the Conduct Rules of FINRA imposes certain requirements
when a FINRA member such as Wachovia Capital Markets, LLC, Wachovia Securities, LLC or Wachovia
Securities Financial Network, LLC distributes an affiliated company�s debt securities. Wachovia Capital
Markets, LLC, Wachovia Securities, LLC and Wachovia Securities Financial Network, LLC have advised
Wachovia that this offering will comply with the applicable requirements of Rule 2720. No FINRA member
participating in the offering will confirm initial sales to accounts over which it exercises discretionary
authority without the prior written approval of the customer.

From time to time the underwriter engages in transactions with Wachovia in the ordinary course of
business. The underwriter has performed investment banking services for Wachovia in the last two years
and has received fees for these services.
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Wachovia Capital Markets, LLC, as the underwriter, may engage in over-allotment, stabilizing transactions,
syndicate covering transactions and penalty bids in accordance with Regulation M under the
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Securities Exchange Act of 1934. Over-allotment involves syndicate sales in excess of the offering size,
which creates a syndicate short position. Stabilizing transactions permit bids to purchase the underlying
security so long as the stabilizing bids do not exceed a specified maximum. Syndicate covering transactions
involve purchases of the securities in the open market after the distribution has been completed in order to
cover syndicate short positions. Penalty bids permit reclaiming a selling concession from a syndicate
member when the securities originally sold by such syndicate member are purchased in a syndicate
covering transaction to cover syndicate short positions. Such stabilizing transactions, syndicate covering
transactions and penalty bids may cause the price of the securities to be higher than it would otherwise be in
the absence of such transactions.

No action has been or will be taken by Wachovia, the underwriter or any broker-dealer affiliate of
Wachovia that would permit a public offering of the securities or possession or distribution of this pricing
supplement or the accompanying prospectus in any jurisdiction, other than the United States, where action
for that purpose is required. No offers, sales or deliveries of the securities, or distribution of this pricing
supplement or the accompanying prospectus, may be made in or from any jurisdiction except in
circumstances which will result in compliance with any applicable laws and regulations and will not impose
any obligations on Wachovia, Wachovia Capital Markets, LLC, Wachovia Securities, LLC, Wachovia
Securities Financial Network, LLC or any broker-dealer affiliate of Wachovia.

S-48
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ANNEX A

OFFICIAL NOTICE OF EXCHANGE

Dated: On or after July 1, 2009

Wachovia Corporation Wachovia Capital Markets, LLC
375 Park Avenue 375 Park Avenue
New York, NY 10152 New York, NY 10152
Attention: Equity Derivatives Fax No.: (212) 214-8917
- Middle Office Manager

Direct: (212) 214-6483
CC: William Threadgill, Managing Director

Direct: (212) 214-6277, Fax: (704)
715-0150

Dear Sirs or Madams:

The undersigned beneficial owner of the Senior Global Medium-Term Notes, Series G, Strategic Access
Securities due January 5, 2010 Linked to a Basket of Indices of Wachovia Corporation (CUSIP
No. 929903268) (the �securities�) hereby irrevocably elects to exercise the exchange right, with respect to the
principal amount of the securities indicated below, as of July 10, 2009, the exchange date. The exchange
right is to be exercised as described under �Specific Terms of the Securities � Exchange Right�, in the pricing
supplement dated December 24, 2007 relating to Registration Statement No. 333-141071. Terms not
defined in this notice shall have their respective meanings as described in the Pricing Supplement.

Please date and acknowledge receipt of this Official Notice of Exchange in the place provided below, and
fax a copy to the fax number indicated. Wachovia Corporation will then deliver an amount of cash equal to
the exchange amount for each security you elect to exchange on the fifth trading day after the exchange
date, in accordance with the terms of the securities as described in the Pricing Supplement.

The undersigned certifies to you that (i) it is, or is duly authorized to act for, the beneficial owner of the
securities to be exchanged (and attaches evidence of such ownership as provided by the undersigned�s
position services department or the position services department of the entity through which the
undersigned holds its securities) and (ii) it will cause the principal amount of securities to be exchanged to
be transferred to the trustee on or prior to the exchange settlement date.

Very truly yours,

Name of Beneficial Owner

By:

Name

Title and/or Organization
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Fax No./Direct No.

$                                      

Principal amount of securities to be
surrendered for exchange

A-1
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$                                      

Accrued interest, if any, due upon
surrender of securities for exchange

Please specify: Exchange Date

Receipt of the above
Official Notice of Exchange is hereby
acknowledged.
WACHOVIA CORPORATION, as issuer
WACHOVIA CAPITAL MARKETS, LLC,
as calculation agent

By:
Title:

Date and time of acknowledgment

Accrued interest, if any, due upon surrender
of the securities for exchange:
$                                        
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One Wachovia Center

301 South College Street

Charlotte, North Carolina
28288

(704) 374-6565

WACHOVIA
CORPORATION

Senior Global Medium-Term Notes, Series G

Subordinated Global Medium-Term Notes, Series H

Warrants

Terms of Sale

Wachovia Corporation may from time to time offer and sell notes with various terms, including the
following:

�  stated maturity of 9 months or longer

�  fixed or floating interest rate, zero-coupon or issued
with original issue discount; a floating interest rate
may be based on:

�  commercial paper rate

�  prime rate

�  LIBOR

�  EURIBOR

�  treasury rate

�  CMT rate

�  CD rate

�  maturity payment or interest may be determined
by reference to an index or formula

�  book-entry form through The Depository Trust
Company, Euroclear, Clearstream or any other
clearing system or financial institution named in
the applicable pricing supplement

�  redemption at the option of Wachovia or
repayment at the option of the holder

�  interest on notes paid monthly, quarterly,
semi-annually or annually

�  denominations of $1,000 and multiples of $1,000

�  denominated in U.S. dollars, a currency other than
U.S dollars or in a composite currency

�  settlement in immediately available funds
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�  CPI rate

�  federal funds rate

�  ranked as senior or subordinated indebtedness
of Wachovia

Wachovia Corporation may also from time to time offer and sell:

� warrants to purchase our debt securities on terms to be determined; or
� warrants to purchase or sell, or whose cash value is determined by reference to the performance, price,

level or value of, one or more of the following:
� securities of one or more issuers, including our common stock or other equity securities, or debt or

equity securities of a third party;
� one or more currencies;
� one or more commodities;
� any other financial, economic or other measure or instrument, including the occurrence or

non-occurrence of any event or circumstance; or
� one or more indices or baskets of the items described above.

This prospectus describes some of the general terms that may apply to the notes and warrants (together, the
�securities�) and the general manner in which they may be offered. The specific terms of any securities to be
offered, and the specific manner in which they may be offered, will be described in a supplement to this
prospectus.

Our common stock is listed on the New York Stock Exchange and trades under the symbol �WB�.

Investing in the securities involves risks. See � Risk Factors� beginning on page 7.

Neither the Securities and Exchange Commission, any state securities commission or the
Commissioner of Insurance of the state of North Carolina has approved or disapproved of the
securities or passed upon the adequacy or accuracy of this prospectus. Any representation to the
contrary is a criminal offense.

These securities will be our unsecured obligations and will not be savings accounts, deposits or other
obligations of any bank or non-bank subsidiary of ours and are not insured by the Federal Deposit Insurance
Corporation, the Bank Insurance Fund or any other governmental agency.

Wachovia may sell the securities directly or through one or more underwriters, dealers or agents, including
the firm listed below, or directly to purchasers, on a delayed or continuous basis.
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Wachovia may use this prospectus in the initial sale of any securities. In addition, Wachovia Capital
Markets, LLC, or any other affiliate of Wachovia may use this prospectus in a market-making or other
transaction in any security after its initial sale. Unless Wachovia or its agent informs the purchaser
otherwise in the confirmation of sale, this prospectus is being used in a market-making transaction.

Wachovia Securities

This prospectus is dated March 5, 2007
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ABOUT THIS PROSPECTUS

General

This document is called a prospectus and is part of a registration statement that we filed with the SEC using
a �shelf� registration or continuous offering process. Under this shelf registration, we may from time to time
sell any combination of the securities described in this prospectus in one or more offerings.

This prospectus provides you with a general description of the securities we may offer. Each time we sell
securities we will provide a pricing supplement containing specific information about the terms of the
securities being offered. That pricing supplement may include a discussion of any risk factors or other
special considerations that apply to those securities. We may also provide you with a product supplement
relating to the securities. The pricing supplement or product supplement may also add, update or change the
information in this prospectus. If there is any inconsistency between the information in this prospectus and
any pricing supplement or any product supplement, you should rely on the information in that product
supplement and pricing supplement. You should read both this prospectus, any product supplement and any
pricing supplement together with additional information described under the heading �Where You Can Find
More Information�.

The registration statement containing this prospectus, including exhibits to the registration statement,
provides additional information about us and the securities offered under this prospectus. The registration
statement can be read at the SEC web site or at the SEC offices mentioned under the heading �Where You
Can Find More Information�.

When acquiring any securities discussed in this prospectus, you should rely only on the information
provided in this prospectus and in any product supplement or any pricing supplement, including the
information incorporated by reference. Neither we nor any underwriters, dealers or agents have authorized
anyone to provide you with different information. We are not offering the securities in any state where the
offer is prohibited. You should not assume that the information in this prospectus, any product supplement
or any pricing supplement or any document incorporated by reference is truthful or complete at any date
other than the date mentioned on the cover page of these documents.

We may sell securities to underwriters who will sell the securities to the public on terms fixed at the time of
sale. In addition, the securities may be sold by us directly or through dealers or agents designated from time
to time, which may be our affiliates. If we, directly or through agents, solicit offers to purchase the
securities, we reserve the sole right to accept and, together with our agents, to reject, in whole or in part,
any of those offers.

The pricing supplement will contain the names of the underwriters, brokers, dealers or agents, if any,
together with the terms of offering, the compensation of those persons and the net proceeds to us. Any
underwriters, brokers, dealers or agents participating in the offering may be deemed �underwriters� within the
meaning of the Securities Act of 1933 (the �Securities Act�).
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One or more of our subsidiaries, including Wachovia Capital Markets, LLC, may buy and sell any of the
securities after the securities are issued as part of their business as a broker-dealer. Those subsidiaries may
use this prospectus and the related pricing supplement and any relevant product supplement in those
transactions. Any sale by a subsidiary will be made at the prevailing market price at the time of sale.
Wachovia Capital Markets, LLC and Wachovia Securities, LLC, another of our subsidiaries, each conduct
business under the name �Wachovia Securities�. Any reference in this prospectus to �Wachovia Securities�
means Wachovia Capital Markets, LLC, unless otherwise mentioned or unless the context requires
otherwise.

Unless otherwise mentioned or unless the context requires otherwise, all references in this prospectus to
�Wachovia�, �we�, �us�, �our� or similar references mean Wachovia Corporation and its subsidiaries.

1
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Selling Restrictions Outside the United States

The distribution of this prospectus and the offering of the securities in certain other jurisdictions may also
be restricted by law. This prospectus does not constitute an offer of, or an invitation on Wachovia�s behalf or
on behalf of any underwriters, dealers or agents to subscribe to or purchase, any of the securities. This
prospectus may not be used for or in connection with an offer or solicitation by anyone in any jurisdiction
in which such an offer or solicitation is not authorized or to any person to whom it is unlawful to make such
an offer or solicitation. Please refer to the section entitled �Plan of Distribution�.

2
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WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and current reports, proxy statements and other information with the SEC. You
may read and copy any document we file at the SEC�s public reference room at 100 F Street, N.E.,
Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 for further information on the public
reference rooms. In addition, our SEC filings are available to the public at the SEC�s web site at
http://www.sec.gov. You can also inspect reports, proxy statements and other information about us at the
offices of the New York Stock Exchange, 20 Broad Street, New York, New York.

The SEC allows us to �incorporate by reference� into this prospectus the information in documents we file
with it. This means that we can disclose important information to you by referring you to those documents.
The information incorporated by reference is considered to be a part of this prospectus and should be read
with the same care. When we update the information contained in documents that have been incorporated
by reference by making future filings with the SEC the information incorporated by reference in this
prospectus is considered to be automatically updated and superseded. In other words, in the case of a
conflict or inconsistency between information contained in this prospectus and information incorporated by
reference into this prospectus, you should rely on the information contained in the document that was filed
later. We incorporate by reference the documents listed below and any documents we file with the SEC
after the date of this prospectus under Section 13(a), 13(c), 14 or 15(d) of the Securities Exchange Act of
1934 (the �Exchange Act�) and before the date that the offering of securities by means of this prospectus is
completed (other than, in each case, documents or information deemed to have been furnished and not filed
in accordance with SEC rules):

� Annual Report on Form 10-K for the year ended December 31, 2006 (File No. 001-10000); and

� Current Reports on Form 8-K dated January 23, 2007, February 13, 2007, February 15, 2007 and
February 21, 2007 (File No. 001-10000).

You may request a copy of these filings, other than an exhibit to a filing unless that exhibit is specifically
incorporated by reference into that filing, at no cost, by writing to or telephoning us at the following
address:

Corporate Relations

Wachovia Corporation

One Wachovia Center

301 South College Street

Charlotte, North Carolina 28288-0206

(704) 374-6782
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FORWARD-LOOKING STATEMENTS

This prospectus and applicable pricing supplements and any product supplements contain or incorporate
statements that are �forward-looking statements� within the meaning of the safe harbor provisions of The
Private Securities Litigation Reform Act of 1995. These statements can be identified by the use of
forward-looking language such as �will likely result�, �may�, �are expected to�, �is anticipated�, �estimate�, �projected�,
�intends to�, or other similar words. Our actual results, performance or achievements could be significantly
different from the results expressed in or implied by these forward-looking statements. These statements are
subject to certain risks and uncertainties, including but not limited to certain risks described in this
prospectus, applicable pricing supplements or the documents incorporated by reference. When considering
these forward-looking statements, you should keep in mind these risks, uncertainties and other cautionary
statements made in this prospectus and the pricing supplements. You should not place undue reliance on
any forward-looking statement, which speaks only as of the date made. You should refer to our periodic and
current reports filed with the SEC for specific risks that could cause actual results to be significantly
different from those expressed or implied by these forward-looking statements. See �Where You Can Find
More Information� above.

SUMMARY INFORMATION

This summary includes information that highlight selected information from this prospectus or incorporated
by reference into this prospectus as described under �Where You Can Find More Information�. This
prospectus does not contain all of the information that you should consider before investing in the
securities. You should carefully read this prospectus together with the information incorporated by
reference into this prospectus, the applicable pricing supplement and any accompanying product
supplement to fully understand the terms of any particular securities being offered to you and the tax and
other considerations that are important to you in making a decision about whether to invest in the securities.
You should carefully review the section �Risk Factors� in this prospectus and the applicable pricing
supplement and any accompanying product supplement, which highlights certain risks associated with an
investment in the securities, to determine whether an investment in the securities is appropriate for you.

Wachovia Corporation

Wachovia Corporation is a registered financial holding company and a bank holding company under the
Bank Holding Company Act of 1956, as amended. Wachovia and its full-service banking subsidiaries
provide a broad range of commercial and retail banking services, and other financial services including
mortgage banking, home equity lending, leasing, investment banking, insurance and securities brokerage
services.

The Securities We Are Offering

We may offer from time to time notes and warrants.
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When we use the term �securities� in this prospectus, we mean notes and warrants, unless we say otherwise.
This prospectus describes the general terms that may apply to the securities. The specific terms of any
particular securities we may offer will be described in a pricing supplement and, in some cases, a product
supplement to this prospectus. We refer to pricing supplements and any accompanying product supplement
in this prospectus as the �applicable supplements�.

4
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Notes

Our notes may be senior or subordinated in right of payment. For any particular notes we offer, the
applicable supplements will describe:

� the specific designation,

� the aggregate principal or face amount and the purchase price,

� the stated maturity, which will be nine months or longer,

� the rate and manner for calculating and the payment dates for interest, if any,

� whether the notes are senior or subordinated in right of payment,

� the amount or manner of calculating the amount payable at maturity and whether that amount may
be paid by delivering cash, securities or other property,

� the redemption terms (if any),

� the terms on which the notes may be exercisable or exchangeable for the securities of any issuer
other than Wachovia, if any, and

� any other applicable terms.

Warrants

We may offer two types of warrants which, unless otherwise required by context in this prospectus, shall be
referred to collectively as �warrants�:

� warrants to purchase our debt securities, which debt securities may include the notes, on terms to be
determined; and

� warrants to purchase or sell, or whose cash value is determined by reference to the performance,
price, level or value of, one or more of the following, on terms to be determined:

�
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securities of one or more issuers, including our common stock or other equity securities, or debt
or equity securities of a third party,

� one or more currencies,

� one or more commodities,

� any other financial, economic or other measure or instrument, including the occurrence or
non-occurrence of any event or circumstance, and

� one or more indices or baskets of the items described above.

We refer to these two types of warrants as �debt warrants� and �universal warrants�.

For any particular warrants we offer, the applicable supplements will describe the underlying property, the
expiration date, the exercise price or manner of determining the exercise price, the amount and kind (or the
manner of determining the amount and kind) of property to be delivered by you or us upon exercise, and
any other specific terms. We may issue the warrants under our warrant indenture or under warrant
agreements between us and one or more warrant agents.

Form of Securities

We will issue the notes and, unless otherwise stated in the applicable supplements, the warrants in
book-entry form through one or more depositaries, such as the Depository Trust Company, Euroclear or

5
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Clearstream, as named in the applicable supplements. Each sale of a security in book-entry form will settle
in immediately available funds through the depositary, unless otherwise stated in the applicable
supplements. We will issue securities only in registered form unless the applicable supplements state
otherwise.

Payment Currencies

Amounts payable in respect of the securities, including the purchase price, will be payable in U.S. dollars
unless the applicable supplements state otherwise.

Listing

If any securities are to be listed or quoted on a securities exchange or quotation system, the applicable
supplements will say so.

Use of Proceeds

We intend to use the proceeds of the offerings of securities for general corporate purposes.

6
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RISK FACTORS

Our Credit Ratings May Not Reflect All Risks of An Investment in the Securities

The credit ratings of our medium-term note program may not reflect the potential impact of all risks related
to structure and other factors on any trading market for, or trading value of, your notes. The warrants are
contractual obligations of Wachovia Corporation and will rank equally with our other unsecured and
unsubordinated debt and contractual obligations. In addition, real or anticipated changes in our credit
ratings will generally effect any trading market for, or trading value of, your notes and your warrants.

Risks Relating to Indexed Securities

We use the term �indexed securities� to mean securities whose value is linked to an underlying property or
index. Indexed securities may present a high level of risk, and those who invest in indexed securities may
lose their entire investment. In addition, the treatment of indexed securities for U.S. federal income tax
purposes is often unclear due to the absence of any authority specifically addressing the issues presented by
any particular indexed security. Thus, if you propose to invest in indexed securities, you should
independently evaluate the federal income tax consequences of purchasing an indexed security that apply in
your particular circumstances. You should also read �United States Taxation� for a discussion of U.S. tax
matters.

Investors in Indexed Securities Could Lose Their Investment

The amount of principal and/or interest payable on an indexed note, the cash value or physical settlement
value of a physically settled note and the cash value or physical settlement value of an indexed warrant will
be determined by reference to the performance, price, level or value of one or more securities, currencies,
commodities or other properties, any other financial, economic or other measure or instrument, including
the occurrence or non-occurrence of any event or circumstance, and/or one or more indices or baskets of
any of these items. We refer to each of these as an �index�. The direction and magnitude of the change in the
price, value or level of the relevant index will determine the amount of principal and/or interest payable on
an indexed note, the cash value or physical settlement value of a physically settled note and the cash value
or physical settlement value of an indexed warrant. The terms of a particular indexed note may or may not
include a guaranteed return of a percentage of the face amount at maturity or a minimum interest rate. An
indexed warrant generally will not provide for any guaranteed minimum settlement value and may expire
worthless. Thus, if you purchase an indexed security, you may lose all or a portion of the principal or other
amount you invest and may receive no return on your investment.

The Issuer of a Security or Currency That Serves as an Index Could Take Actions That May Adversely
Affect an Indexed Security
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The issuer of a security that serves as an index or part of an index for an indexed security will have no
involvement in the offer and sale of the indexed security and no obligations to the holder of the indexed
security. The issuer may take actions, such as a merger or sale of assets, without regard to the interests of
the holder. Any of these actions could adversely affect the value of a security indexed to that security or to
an index of which that security is a component.

If the index for an indexed security includes a non-U.S. dollar currency or other asset denominated in a
non-U.S. dollar currency, the government that issues that currency will also have no involvement in the
offer and sale of the indexed security and no obligations to the holder of the indexed security. That
government may take actions that could adversely affect the value of the security. See ��Risks Relating to
Securities Denominated or Payable in or Linked to a Non-U.S. Dollar Currency� below for more information
about these kinds of government actions.

7

Edgar Filing: NORTHWEST NATURAL GAS CO - Form DEF 14A

Table of Contents 106



Table of Contents

An Indexed Security May Be Linked to a Volatile Index, Which Could Hurt Your Investment

Some indices are highly volatile, which means that their value may change significantly, up or down, over a
short period of time. The amount of principal or interest that can be expected to become payable on an
indexed security or the expected settlement value of an indexed warrant may vary substantially from time to
time. Because the amounts payable with respect to an indexed security are generally calculated based on the
value or level of the relevant index on a specified date or over a limited period of time, volatility in the
index increases the risk that the return on the indexed security may be adversely affected by a fluctuation in
the level of the relevant index.

The volatility of an index may be affected by political or economic events, including governmental actions,
or by the activities of participants in the relevant markets. Any of these events or activities could adversely
affect the value of an indexed security.

An Index to Which a Security Is Linked Could Be Changed or Become Unavailable

Some indices compiled by us or our affiliates or third parties may consist of or refer to several or many
different securities, commodities or currencies or other instruments or measures. The compiler of such an
index typically reserves the right to alter the composition of the index and the manner in which the value or
level of the index is calculated. An alteration may result in a decrease in the value of or return on an
indexed security that is linked to the index. The indices for our indexed securities may include published
indices of this kind or customized indices developed by us or our affiliates in connection with particular
issues of indexed securities.

A published index may become unavailable, or a customized index may become impossible to calculate in
the normal manner, due to events such as war, natural disasters, cessation of publication of the index or a
suspension or disruption of trading in one or more securities, commodities or currencies or other
instruments or measures on which the index is based. If an index becomes unavailable or impossible to
calculate in the normal manner, the terms of a particular indexed security may allow us to delay
determining the amount payable as principal or interest on an indexed note or the settlement value of an
indexed warrant, or we may use an alternative method to determine the value of the unavailable index.
Alternative methods of valuation are generally intended to produce a value similar to the value resulting
from reference to the relevant index. However, it is unlikely that any alternative method of valuation we use
will produce a value identical to the value that the actual index would produce. If we use an alternative
method of valuation for a security linked to an index of this kind, the value of the security, or the rate of
return on it, may be lower than it otherwise would be.

Some indexed securities are linked to indices that are not commonly used or that have been developed only
recently. The lack of a trading history may make it difficult to anticipate the volatility or other risks
associated with an indexed security of this kind. In addition, trading in these indices or their underlying
stocks, commodities or currencies or other instruments or measures, or options or futures contracts on these
stocks, commodities or currencies or other instruments or measures, may be limited, which could increase
their volatility and decrease the value of the related indexed securities or the rates of return on them.
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We May Engage in Hedging Activities that Could Adversely Affect an Indexed Security

In order to hedge an exposure on a particular indexed security, we may, directly or through our affiliates,
enter into transactions involving the securities, commodities or currencies or other instruments or measures
that underlie the index for that security, or derivative instruments, such as swaps, options or futures, on the
index or any of its component items. By engaging in transactions of this kind, we could adversely affect the
value of an indexed security. It is possible that we could achieve substantial returns from our hedging
transactions while the value of the indexed security may decline.

8
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Information About Indices May Not Be Indicative of Future Performance

If we issue an indexed security, we may include historical information about the relevant index in the
applicable supplements. Any information about indices that we may provide will be furnished as a matter of
information only, and you should not regard the information as indicative of the range of, or trends in,
fluctuations in the relevant index that may occur in the future.

We May Have Conflicts of Interest Regarding an Indexed Security

Wachovia Securities and our other affiliates may have conflicts of interest with respect to some indexed
securities. Wachovia Securities and our other affiliates may engage in trading, including trading for hedging
purposes, for their proprietary accounts or for other accounts under their management, in indexed securities
and in the securities, commodities or currencies or other instruments or measures on which the index is
based or in other derivative instruments related to the index or its component items. These trading activities
could adversely affect the value of indexed securities. We and our affiliates may also issue or underwrite
securities or derivative instruments that are linked to the same index as one or more indexed securities. By
introducing competing products into the marketplace in this manner, we could adversely affect the value of
an indexed security.

Wachovia Bank, National Association, Wachovia Securities or another of our affiliates may serve as
calculation agent for the indexed securities and may have considerable discretion in calculating the amounts
payable in respect of the securities. To the extent that Wachovia Bank, National Association, Wachovia
Securities or another of our affiliates calculates or compiles a particular index, it may also have
considerable discretion in performing the calculation or compilation of the index. Exercising discretion in
this manner could adversely affect the value of an indexed security based on the index or the rate of return
on the security.

Risks Relating to Securities Denominated or Payable in or Linked to a Non-U.S. Dollar Currency

If you intend to invest in a non-U.S. dollar security � e.g., a security whose principal and/or interest is
payable in a currency other than U.S. dollars or that may be settled by delivery of or reference to a non-U.S.
dollar currency or property denominated in or otherwise linked to a non-U.S. dollar currency � you should
consult your own financial and legal advisors as to the currency risks entailed by your investment.
Securities of this kind may not be an appropriate investment for investors who are unsophisticated with
respect to non-U.S. dollar currency transactions.

An Investment in a Non-U.S. Dollar Security Involves Currency-Related Risks

An investment in a non-U.S. dollar security entails significant risks that are not associated with a similar
investment in a security that is payable solely in U.S. dollars and where settlement value is not otherwise
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based on a non-U.S. dollar currency. These risks include the possibility of significant changes in rates of
exchange between the U.S. dollar and the various non-U.S. dollar currencies or composite currencies and
the possibility of the imposition or modification of foreign exchange controls or other conditions by either
the United States or non-U.S. governments. These risks generally depend on factors over which we have no
control, such as economic and political events and the supply of and demand for the relevant currencies in
the global markets.

Changes in Currency Exchange Rates Can Be Volatile and Unpredictable

Rates of exchange between the U.S. dollar and many other currencies have been highly volatile, and this
volatility may continue and perhaps spread to other currencies in the future. Fluctuations in currency
exchange rates could adversely affect an investment in a security denominated in, or whose value is
otherwise linked to, a specified currency other than U.S. dollars. Depreciation of the specified currency
against the U.S. dollar could result in a decrease in the U.S. dollar-equivalent value of payments on the
security, including the principal payable at maturity or settlement value payable upon exercise. That in turn
could cause the market

9
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value of the security to fall. Depreciation of the specified currency against the U.S. dollar could result in a
loss to the investor on a U.S. dollar basis.

Government Policy Can Adversely Affect Currency Exchange Rates and an Investment in a Non-U.S.
Dollar Security

Currency exchange rates can either float or be fixed by sovereign governments. From time to time,
governments use a variety of techniques, such as intervention by a country�s central bank or imposition of
regulatory controls or taxes, to affect the exchange rate of their currencies. Governments may also issue a
new currency to replace an existing currency or alter the exchange rate or exchange characteristics by
devaluation or revaluation of a currency. Thus, a special risk in purchasing non-U.S. dollar securities is that
their yields or payouts could be significantly and unpredictably affected by governmental actions. Even in
the absence of governmental action directly affecting currency exchange rates, political or economic
developments in the country issuing the specified currency for a non-U.S. dollar security or elsewhere could
lead to significant and sudden changes in the exchange rate between the U.S. dollar and the specified
currency. These changes could affect the value of the security as participants in the global currency markets
move to buy or sell the specified currency or U.S. dollars in reaction to these developments.

Governments have imposed from time to time and may in the future impose exchange controls or other
conditions, including taxes, with respect to the exchange or transfer of a specified currency that could affect
exchange rates as well as the availability of a specified currency for a security at its maturity or on any other
payment date. In addition, the ability of a holder to move currency freely out of the country in which
payment in the currency is received or to convert the currency at a freely determined market rate could be
limited by governmental actions.

Non-U.S. Dollar Securities May Permit Us to Make Payments in U.S. Dollars or Delay Payment If We
Are Unable to Obtain the Specified Currency

Securities payable in a currency other than U.S. dollars may provide that, if the other currency is subject to
convertibility, transferability, market disruption or other conditions affecting its availability at or about the
time when a payment on the securities comes due because of circumstances beyond our control, we will be
entitled to make the payment in U.S. dollars or delay making the payment. These circumstances could
include the imposition of exchange controls or our inability to obtain the other currency because of a
disruption in the currency markets. If we made payment in U.S. dollars, the exchange rate we would use
would be determined in the manner described below under �Description of Notes We May Offer� or
�Description of the Warrants We May Offer� under the subheading �� Payment Mechanics � How We Will Make
Payments Due in Other Currencies � When the Specified Currency Is Not Available�. A determination of this
kind may be based on limited information and would involve significant discretion on the part of our
foreign exchange agent. As a result, the value of the payment in U.S. dollars an investor would receive on
the payment date may be less than the value of the payment the investor would have received in the other
currency if it had been available, or may be zero. In addition, a government may impose extraordinary taxes
on transfers of a currency. If that happens we will be entitled to deduct these taxes from any payment on
Securities payable in that currency.
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We Will Not Adjust Non-U.S. Dollar Securities to Compensate for Changes in Currency Exchange Rates

Except as described above, we will not make any adjustment or change in the terms of a non-U.S. dollar
security in the event of any change in exchange rates for the relevant currency, whether in the event of any
devaluation, revaluation or imposition of exchange or other regulatory controls or taxes or in the event of
other developments affecting that currency, the U.S. dollar or any other currency. Consequently, investors
in non-U.S. dollar Securities will bear the risk that their investment may be adversely affected by these
types of events.

In a Lawsuit for Payment on a Non-U.S. Dollar Security, an Investor May Bear Currency Exchange
Risk

Our notes and warrants will be governed by New York law. Under Section 27 of the New York Judiciary
Law, a state court in the State of New York rendering a judgment on a security denominated in a currency
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other than U.S. dollars would be required to render the judgment in the specified currency; however, the
judgment would be converted into U.S. dollars at the exchange rate prevailing on the date of entry of the
judgment. Consequently, in a lawsuit for payment on a security denominated in a currency other than U.S.
dollars, investors would bear currency exchange risk until judgment is entered, which could be a long time.

In courts outside of New York, investors may not be able to obtain judgment in a specified currency other
than U.S. dollars. For example, a judgment for money in an action based on a non-U.S. dollar security in
many other U.S. federal or state courts ordinarily would be enforced in the United States only in U.S.
dollars. The date used to determine the rate of conversion of the currency in which any particular security is
denominated into U.S. dollars will depend upon various factors, including which court renders the
judgment.

Information About Exchange Rates May Not Be Indicative of Future Performance

If we issue a non-U.S. dollar security, we may include in the applicable supplements a currency supplement
that provides information about historical exchange rates for the relevant non-U.S. dollar currency or
currencies. Any information about exchange rates that we may provide will be furnished as a matter of
information only, and you should not regard the information as indicative of the range of, or trends in,
fluctuations in currency exchange rates that may occur in the future. That rate will likely differ from the
exchange rate used under the terms that apply to a particular security.

WACHOVIA CORPORATION

Wachovia was incorporated under the laws of North Carolina in 1967 and is registered as a financial
holding company and a bank holding company under the Bank Holding Company Act. Prior to our merger
in September 2001 with the former Wachovia Corporation, Wachovia�s name was �First Union Corporation�.
Wachovia provides a wide range of commercial and retail banking and trust services through full-service
banking offices in Alabama, California, Connecticut, Delaware, Florida, Georgia, Maryland, New Jersey,
New York, North Carolina, Pennsylvania, South Carolina, Tennessee, Texas, Virginia and Washington,
D.C. Wachovia also provides various other financial services, including asset and wealth management,
mortgage banking, credit card, investment banking, investment advisory, home equity lending, asset-based
lending, leasing, insurance, international and securities brokerage services through its subsidiaries.

Wachovia�s principal executive offices are located at One Wachovia Center, Charlotte, North Carolina
28288-0013, and our telephone number is (704) 374-6565.

Since the 1985 Supreme Court decision upholding regional interstate banking legislation, Wachovia has
concentrated its efforts on building a large, diversified financial services organization, primarily doing
business in the eastern region of the United States. Since November 1985, Wachovia has completed over
100 banking-related acquisitions.
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Wachovia continually evaluates its operations and organizational structures to ensure they are closely
aligned with its goal of maximizing performance in core business lines. When consistent with overall
business strategy, Wachovia may consider the disposition of certain assets, branches, subsidiaries or lines of
business. While acquisitions are no longer a primary business activity, Wachovia continues to explore
routinely acquisition opportunities, particularly in areas that would complement core business lines, and
frequently conducts due diligence activities in connection with possible acquisitions. As a result, acquisition
discussions and, in some cases, negotiations frequently take place and future acquisitions involving cash,
debt or equity securities can be expected.

Wachovia is a separate and distinct legal entity from its banking and other subsidiaries. Dividends received
from our subsidiaries are our principal source of funds to pay dividends on our common and preferred stock
and debt service on our debt. Various federal and state statutes and regulations limit the amount of
dividends that our banking and other subsidiaries may pay to us without regulatory approval.

11
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USE OF PROCEEDS

Wachovia currently intends to use the net proceeds from the sale of any security for general corporate
purposes, which may include:

� reducing debt;

� investments at the holding company level;

� investing in, or extending credit to, our operating subsidiaries;

� acquisitions;

� stock repurchases; and

� other purposes as mentioned in any pricing supplement.

Pending such use, we may temporarily invest the net proceeds. The precise amounts and timing of the
application of proceeds will depend upon our funding requirements and the availability of other funds.
Except as mentioned in any pricing supplement, specific allocations of the proceeds to such purposes will
not have been made at the date of that pricing supplement.

Based upon our historical and anticipated future growth and our financial needs, we may engage in
additional financings of a character and amount that we determine as the need arises.

CONSOLIDATED EARNINGS RATIOS

The following table provides Wachovia�s consolidated ratios of earnings to fixed charges and preferred
stock dividends:

Years Ended December 31,

2006 2005 2004 2003 2002

Consolidated Ratios of Earnings to Fixed Charges and Preferred
Stock Dividends
Excluding interest on deposits 2.40x 2.90 3.83 3.63 2.91
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Including interest on deposits 1.66x 1.92 2.37 2.30 1.79

For purposes of computing these ratios

� earnings represent income from continuing operations before extraordinary items and cumulative
effect of a change in accounting principles, plus income taxes and fixed charges (excluding
capitalized interest);

� fixed charges, excluding interest on deposits, represent interest (including capitalized interest),
one-third of rents and all amortization of debt issuance costs; and

� fixed charges, including interest on deposits, represent all interest (including capitalized interest),
one-third of rents and all amortization of debt issuance costs.

One-third of rents is used because it is the proportion deemed representative of the interest factor.

12
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REGULATORY CONSIDERATIONS

As a financial holding company and a bank holding company under the Bank Holding Company Act, the
Federal Reserve Board regulates, supervises and examines Wachovia. For a discussion of the material
elements of the regulatory framework applicable to financial holding companies, bank holding companies
and their subsidiaries and specific information relevant to Wachovia, please refer to Wachovia�s annual
report on Form 10-K for the fiscal year ended December 31, 2006, and any subsequent reports we file with
the SEC, which are incorporated by reference in this prospectus. This regulatory framework is intended
primarily for the protection of depositors and the federal deposit insurance funds and not for the protection
of security holders. As a result of this regulatory framework, Wachovia�s earnings are affected by actions of
the Federal Reserve Board, the Office of Comptroller of the Currency, that regulates our banking
subsidiaries, the Federal Deposit Insurance Corporation, that insures the deposits of our banking
subsidiaries within certain limits, and the SEC, that regulates the activities of certain subsidiaries engaged
in the securities business.

Wachovia�s earnings are also affected by general economic conditions, our management policies and
legislative action.

In addition, there are numerous governmental requirements and regulations that affect our business
activities. A change in applicable statutes, regulations or regulatory policy may have a material effect on
Wachovia�s business.

Depository institutions, like Wachovia�s bank subsidiaries, are also affected by various federal laws,
including those relating to consumer protection and similar matters. Wachovia also has other financial
services subsidiaries regulated, supervised and examined by the Federal Reserve Board, as well as other
relevant state and federal regulatory agencies and self-regulatory organizations. Wachovia�s non-bank
subsidiaries may be subject to other laws and regulations of the federal government or the various states in
which they are authorized to do business.

13
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DESCRIPTION OF THE NOTES WE MAY OFFER

The following information outlines some of the provisions of the indentures and the notes. This information
may not be complete in all respects, and is qualified entirely by reference to the indenture under which the
notes are issued. These indentures are incorporated by reference as exhibits to the registration statement of
which this prospectus is a part. This information relates to certain terms and conditions that generally
apply to the notes. The specific terms of any series of notes will be described in the applicable supplements.
As you read this section, please remember that the specific terms of your note as described in the applicable
supplements will supplement and, if applicable, may modify or replace the general terms described in this
section. If the applicable supplements are inconsistent with this prospectus, the supplements will control
with regard to your note. Thus, the statements we make in this section may not apply to your note.

General

Senior notes will be issued under an indenture, dated as of April 1, 1983, as amended and supplemented,
between Wachovia and The Bank of New York (as successor in interest to JPMorgan Chase Bank, National
Association), as trustee. Subordinated notes will be issued under an indenture, dated as of March 15, 1986,
as amended and supplemented, between Wachovia and The Bank of New York (as successor in interest to
J.P. Morgan Trust Company, National Association), as trustee. Each of the senior and the subordinated
notes constitutes a single series of debt securities of Wachovia issued under the senior and the subordinated
indenture, respectively. The provisions of each indenture allow us not only to issue debt securities with
terms different from those of debt securities previously issued under that indenture, but also to �reopen� a
previously issued series of debt securities and issue additional debt securities of that series. The term �debt
securities,� as used in this prospectus, refers to all debt securities, including the notes, issued and issuable
from time to time under the relevant indenture. The indentures are subject to, and governed by, the Trust
Indenture Act of 1939, as amended. These indentures are more fully described below in this section.
Whenever we refer to specific provisions or defined terms in one or both of the indentures, those provisions
or defined terms are incorporated in this prospectus by reference. Section references used in this discussion
are references to the relevant indenture. Capitalized terms which are not otherwise defined shall have the
meaning given to them in the relevant indenture.

The notes will be Wachovia�s direct, unsecured obligations. The notes will not be deposits or other bank
obligations and will not be FDIC insured.

The notes are being offered on a continuous basis by Wachovia through one or more underwriters, as
described under �Plan of Distribution�. The indentures do not limit the aggregate principal amount of senior
or subordinated notes that we may issue. We may, from time to time, without the consent of the holders of
the notes, provide for the issuance of notes or other debt securities under the indentures. Each note issued
under this prospectus will mature nine months or more from its date of issue, as selected by the purchaser
and agreed to by Wachovia and may be subject to redemption or repayment before its stated maturity. Notes
may be issued at significant discounts from their principal amount due on the stated maturity (or on any
prior date on which the principal or an installment of principal of a note becomes due and payable, whether
by the declaration of acceleration, call for redemption at the option of Wachovia, repayment at the option of
the holder or otherwise), and some notes may not bear interest. Wachovia may from time to time, without
the consent of the existing holders of the relevant notes, create and issue further notes having the same
terms and conditions as such notes in all respects, except for the issue date, issue price and, if applicable,
the first payment of interest thereon. Additional notes issued in this manner will be consolidated with, and

Edgar Filing: NORTHWEST NATURAL GAS CO - Form DEF 14A

Table of Contents 118



will form a single series with, the previously outstanding notes.

Unless we specify otherwise in the applicable supplements, currency amounts in this prospectus are
expressed in United States dollars. Unless we specify otherwise in any note and the applicable supplements,
the notes will be denominated in U.S. dollars and payments of principal, premium, if any, and any interest
on
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the notes will be made in U.S. dollars. If any note is to be denominated other than exclusively in U.S.
dollars, or if the principal of, premium, if any, or any interest on the note is to be paid in one or more
currencies (or currency units or in amounts determined by reference to an index or indices) other than that
in which that note is denominated, additional information (including authorized denominations and related
exchange rate information) will be provided in the relevant pricing supplement. Unless we specify
otherwise in any pricing supplement, notes denominated in U.S. dollars will be issued in denominations of
$1,000 or any integral multiple of $1,000.

Interest rates that we offer on the notes may differ depending upon, among other factors, the aggregate
principal amount of notes purchased in any single transaction. Notes with different variable terms other than
interest rates may also be offered concurrently to different investors. We may change interest rates or
formulas and other terms of notes from time to time, but no change of terms will affect any note we have
previously issued or as to which we have accepted an offer to purchase.

Each note will be issued as a book-entry note in fully registered form without coupons. Each note issued in
book-entry form will be represented by a global note that we deposit with and register in the name of a
financial institution or its nominee that we select. The financial institution that we select for this purpose is
called the depositary. Unless we specify otherwise in the applicable pricing supplement, The Depository
Trust Company, New York, New York, will be the depositary for all notes in global form. Except as
discussed below under ��Global Notes�, owners of beneficial interests in book-entry notes will not be entitled
to physical delivery of notes in certificated form. We will make payments of principal of, and premium, if
any, and interest, if any, on the notes through the applicable trustee to the depositary for the notes. See
��Global Notes�.

The indentures do not limit the aggregate principal amount of debt securities or of any particular series of
debt securities which may be issued under the indentures and provide that these debt securities may be
issued at various times in one or more series, in each case with the same or various maturities, at par or at a
discount. (Section 301) The indentures provide that there may be more than one trustee under the indentures
with respect to different series of debt securities. At December 31, 2006, $25.1 billion aggregate principal
amount of senior debt securities was outstanding under the senior indenture. The senior trustee is trustee for
such series. At December 31, 2006, $113.5 billion aggregate principal amount of subordinated debt
securities was outstanding under the subordinated indenture. The subordinated trustee is trustee for such
series.

The indentures do not limit the amount of other debt that Wachovia may issue and do not contain financial
or similar restrictive covenants. At December 31, 2006, Wachovia had an aggregate of $37.0 billion of
short-term senior indebtedness outstanding which consisted primarily of commercial paper and other
borrowed money. Wachovia expects from time to time to incur additional senior indebtedness and Other
Financial Obligations (as defined below). The indentures do not prohibit or limit additional senior
indebtedness or Other Financial Obligations.

Because Wachovia is a holding company and a legal entity separate and distinct from its subsidiaries,
Wachovia�s rights to participate in any distribution of assets of any subsidiary upon its liquidation,
reorganization or otherwise, and the ability of the holders of notes to benefit indirectly from such
distribution, would be subject to prior creditors� claims, except to the extent that Wachovia itself may be a
creditor of that subsidiary with recognized claims. Claims on Wachovia�s subsidiary banks by creditors
other than Wachovia include long-term debt and substantial obligations with respect to deposit liabilities
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and federal funds purchased, securities sold under repurchase agreements, other short-term borrowings and
various other financial obligations. The indentures do not contain any covenants designed to afford holders
of notes protection in the event of a highly leveraged transaction involving Wachovia. Accordingly,
Wachovia�s obligations under the notes will be effectively subordinated to all existing and future
indebtedness and liabilities of Wachovia�s subsidiaries, including liabilities under bank products issued by
Wachovia�s banking subsidiaries, and an investor in notes should look only to Wachovia�s assets for payment
thereunder.
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Legal Ownership

Street Name and Other Indirect Holders

Investors who hold their notes in accounts at banks or brokers will generally not be recognized by us as
legal holders of notes. This is called holding in street name. Instead, we would recognize only the bank or
broker, or the financial institution the bank or broker uses to hold its notes. These intermediary banks,
brokers and other financial institutions pass along principal, interest and other payments on the notes, either
because they agree to do so in their customer agreements or because they are legally required to do so. If
you hold your notes in street name, you should check with your own institution to find out:

� how it handles note payments and notices;

� whether it imposes fees or charges;

� how it would handle voting if it were ever required;

� whether and how you can instruct it to send you notes registered in your own name so you can be
a direct holder as described below; and

� how it would pursue rights under the notes if there were a default or other event triggering the
need for holders to act to protect their interests.

Direct Holders

Our obligations, as well as the obligations of the trustee and those of any third parties employed by us or the
trustee, under the notes run only to persons who are registered as holders of notes. As noted above, we do
not have obligations to you if you hold in street name or other indirect means, either because you choose to
hold your notes in that manner or because the notes are issued in the form of global securities as described
below. For example, once we make payment to the registered holder we have no further responsibility for
the payment even if that holder is legally required to pass the payment along to you as a street name
customer but does not do so.

Global Notes

A global note is a special type of indirectly held security, as described above under ��Street Name and Other
Indirect Holders�. If we choose to issue notes in the form of global notes, the ultimate beneficial owners of
global notes can only be indirect holders. We require that the global note be registered in the name of a
financial institution we select.
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We also require that the notes included in the global note not be transferred to the name of any other direct
holder except in the special circumstances described in the section �Global Securities�. The financial
institution that acts as the sole direct holder of the global note is called the depositary. Any person wishing
to own a global note must do so indirectly by virtue of an account with a broker, bank or other financial
institution that in turn has an account with the depositary. The applicable supplements indicate whether
your series of notes will be issued only in the form of global notes.

Further details of legal ownership are discussed in the section �Global Securities� below.

In the remainder of this description �you� or �holder� means direct holders and not street name or other
indirect holders of notes. Indirect holders should read the previous subsection titled ��Street Name and
Other Indirect Holders�.

Types of Notes

We may issue the four types of notes described below. A note may have elements of each of the four types
of notes described below. For example, a note may bear interest at a fixed rate for some periods and at a
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floating rate in others. Similarly, a note may provide for a payment of principal at maturity linked to an
index and bear interest at a fixed or floating rate:

� Fixed Rate Notes.    A note of this type will bear interest at a fixed rate described in the applicable
pricing supplement. This type includes zero-coupon notes, which bear no interest and are instead
issued at a price lower than the principal amount.

� Floating Rate Notes.    A note of this type will bear interest at rates that are determined by reference
to an interest rate formula. In some cases, the rates may also be adjusted by adding or subtracting a
spread or multiplying by a spread multiplier and may be subject to a minimum rate or a maximum
rate. The various interest rate formulas and these other features are described below in ��Interest
Rates�Floating Rate Notes�. If your note is a floating rate note, the formula and any adjustments that
apply to the interest rate will be specified in the applicable supplements.

� Indexed Notes.    A note of this type provides that the principal amount payable at its maturity, and/or
the amount of interest payable on an interest payment date, will be determined by reference to:

� one or more securities;

� one or more currencies;

� one or more commodities;

� any other financial, economic or other measures or instruments, including the occurrence or
non-occurrence of any event or circumstance; and/or

� one or more indices or baskets of any of these items.

If you are a holder of an indexed note, you may receive a principal amount at maturity that is greater than or
less than the face amount of your note depending upon the formula used to determine the amount payable
and the value of the applicable property or index at maturity. That value may fluctuate over time. If you
purchase an indexed note the applicable supplements will include information about the relevant property or
index and about how amounts that are to become payable will be determined by reference to that property
or index. Before you purchase any indexed note, you should read carefully the section entitled �Risk
Factors�Risks Relating to Indexed Securities� above and the discussion of risks in the applicable supplements.

� Exchangeable Notes.    We may issue notes, which we refer to as �exchangeable notes,� that are
exchangeable, at our option or the option of the holder, into securities of an issuer other than
Wachovia or into other property. The exchangeable notes may or may not bear interest or be issued
with original issue discount or at a premium. The general terms of the exchangeable notes are
described below.

Optionally Exchangeable Notes.    The holder of an optionally exchangeable note may, during a period, or
at specific times, exchange the note for the underlying property at a specified rate of exchange. If specified
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in the applicable supplements, we will have the option to redeem the optionally exchangeable note prior to
maturity. If the holder of an optionally exchangeable note does not elect to exchange the note prior to
maturity or any redemption date, the holder will receive the principal amount of the note plus any accrued
interest at maturity or upon redemption.

Mandatorily Exchangeable Notes.    At maturity, the holder of a mandatorily exchangeable note must
exchange the note for the underlying property at a specified rate of exchange, and, therefore, depending
upon the value of the underlying property at maturity, the holder of a mandatorily exchangeable note may
receive less than the principal amount of the note at maturity. If so indicated in the applicable supplements,
the specified rate at which a mandatorily exchangeable note may be exchanged may vary depending on the
value of the underlying property so that, upon exchange, the holder participates in a percentage, which may
be less than, equal to, or greater than 100% of the change in value of the underlying property. Mandatorily
exchangeable notes may include notes where we have the right, but not the obligation, to require holders of
notes to exchange their notes for the underlying property.
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Payments upon Exchange.    The applicable supplements will specify if upon exchange, at maturity or
otherwise, the holder of an exchangeable note may receive, at the specified exchange rate, either the
underlying property or the cash value of the underlying property. The underlying property may be the
securities of either U.S. or foreign entities or both. The exchangeable notes may or may not provide for
protection against fluctuations in the exchange rate between the currency in which that note is denominated
and the currency or currencies in which the market prices of the underlying security or securities are quoted.
Exchangeable notes may have other terms, which will be specified in the applicable supplements.

Special Requirements for Exchange of Global Securities.    If an optionally exchangeable note is
represented by a global security, the depositary�s nominee will be the holder of that note and therefore will
be the only entity that can exercise a right to exchange. In order to ensure that the depositary�s nominee will
timely exercise a right to exchange a particular note or any portion of a particular note, the beneficial owner
of the note must instruct the broker or other direct or indirect participant through which it holds an interest
in that note to notify the depositary of its desire to exercise a right to exchange. Different firms have
different deadlines for accepting instructions from their customers. Each beneficial owner should consult
the broker or other participant through which it holds an interest in a note in order to ascertain the deadline
for ensuring that timely notice will be delivered to the depositary.

Payments upon Acceleration of Maturity or upon Tax Redemption.    If the principal amount payable at
maturity of any exchangeable note is declared due and payable prior to maturity, the amount payable on:

� an optionally exchangeable note will equal the face amount of the note plus accrued interest, if
any, to but excluding the date of payment, except that if a holder has exchanged an optionally
exchangeable note prior to the date of declaration or tax redemption without having received the
amount due upon exchange, the amount payable will be an amount of cash equal to the amount
due upon exchange and will not include any accrued but unpaid interest; and

� a mandatorily exchangeable note will equal an amount determined as if the date of declaration or
tax redemption were the maturity date plus accrued interest, if any, to but excluding the date of
payment.

Original Issue Discount Notes

A fixed rate note, a floating rate note or an indexed note may be an original issue discount note. A note of
this type is issued at a price lower than its principal amount and provides that, upon redemption or
acceleration of its maturity, an amount less than its principal amount will be payable. An original issue
discount note may be a zero coupon note. A note issued at a discount to its principal may, for U.S. federal
income tax purposes, be considered an original issue discount note, regardless of the amount payable upon
redemption or acceleration of maturity. See �United States Taxation� below for a brief description of the U.S.
federal income tax consequences of owning an original issue discount note.

Information in the Supplements
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The applicable supplements will describe one or more of the following terms of your note:

� whether it is a senior note or a subordinated note;

� any limit on the total principal amount of the notes of the same series or class;

� the stated maturity;

� the specified currency or currencies for principal and interest, if not U.S. dollars;

� the price at which we originally issue your note, expressed as a percentage of the principal
amount, and the original issue date;

� whether your note is a fixed rate note, a floating rate note, an indexed note or an exchangeable
note;
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� if your note is a fixed rate note, the yearly rate at which your note will bear interest, if any, and
the interest payment dates;

� if your note is a floating rate note, the interest rate basis, which may be one of the nine interest
rate bases described in �� Interest Rates � Floating Rate Notes� below; any applicable index currency
or maturity, spread or spread multiplier or initial, maximum or minimum rate; and the interest
reset, determination, calculation and payment dates, the day count used to calculate interest
payments for any period; and the calculation agent, all of which we describe under � �Interest
Rates � Floating Rate Notes� below;

� if your note is an indexed note, the principal amount, if any, we will pay you at maturity, the
amount of interest, if any, we will pay you on an interest payment date or the formula we will
use to calculate these amounts, if any, and whether your note will be exchangeable for or payable
in cash, securities of an issuer other than Wachovia or other property;

� if your note is an exchangeable note, the securities or property for which the notes may be
exchanged, whether the notes are exchangeable at your option or at Wachovia�s option, and the
other items described in �� Exchangeable Notes� above;

� if your note is an original issue discount note, the yield to maturity;

� if applicable, the circumstances under which your note may be redeemed at our option before the
stated maturity, including any redemption commencement date, redemption price(s) and
redemption period(s);

� if applicable, the circumstances under which you may demand repayment of your note before the
stated maturity, including any repayment commencement date, repayment price(s) and
repayment period(s);

� the authorized denominations, if other than $1,000 and integral multiples of $1,000;

� any special United States federal income tax consequences of the purchase, ownership or
disposition of a particular issuance of notes;

� the use of proceeds, if materially different than those discussed in this prospectus; and

� any other terms of your note, which could be different from those described in this prospectus.

� Market-Making Transactions.    lf you purchase your note in a market-making transaction, you will
receive information about the price you pay and your trade and settlement dates in a separate
confirmation of sale. A market-making transaction is one in which Wachovia Securities or another of
our affiliates resells a note that it has previously acquired from another holder. A market-making
transaction in a particular note occurs after the original issuance and sale of the note.

Redemption at the Option of Wachovia; No Sinking Fund
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If an initial redemption date is specified in the applicable pricing supplement, we may redeem the particular
notes prior to their stated maturity date at our option on any date on or after that initial redemption date in
whole or from time to time in part in increments of $1,000 or any other integral multiple of an authorized
denomination specified in the applicable pricing supplement (provided that any remaining principal amount
thereof shall be at least $1,000 or other minimum authorized denomination applicable thereto), at the
applicable redemption price (as defined below), together with unpaid interest accrued thereon to the date of
redemption. We must give written notice to registered holders of the particular notes to be redeemed at our
option not more than 60 nor less than 30 calendar days prior to the date of redemption. �Redemption price�,
with respect to a note, means an amount equal to the initial redemption percentage specified in the
applicable supplement (as adjusted by the annual redemption percentage reduction, if applicable) multiplied
by the unpaid principal amount thereof to be redeemed. The initial redemption percentage, if any,
applicable to a note shall decline at each anniversary of the initial redemption date by an
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amount equal to the applicable annual redemption percentage reduction, if any, until the redemption price is
equal to 100% of the unpaid principal amount thereof to be redeemed.

The notes will not be subject to, or entitled to the benefit of, any sinking fund.

Repayment at the Option of the Holder

If one or more optional repayment dates are specified in the applicable pricing supplement, registered
holders of the particular notes may require us to repay those notes prior to their stated maturity date on any
optional repayment date in whole or from time to time in part in increments of $1,000 or any other integral
multiple of an authorized denomination specified in the applicable pricing supplement (provided that any
remaining principal amount thereof shall be at least $1,000 or other minimum authorized denomination
applicable thereto), at a repayment price equal to 100% of the unpaid principal amount thereof to be repaid,
together with unpaid interest accrued thereon to the date of repayment. A registered holder�s exercise of the
repayment option will be irrevocable.

For any note to be repaid, the applicable trustee must receive, at its corporate trust office in the Borough of
Manhattan, The City of New York, not more than 60 nor less than 30 calendar days prior to the date of
repayment, the particular notes to be repaid and, in the case of a book-entry note, repayment instructions
from the applicable beneficial owner (as defined below) to the depositary and forwarded by the depositary.

Only the depositary may exercise the repayment option in respect of global notes representing book-entry
notes. Accordingly, beneficial owners of global notes that desire to have all or any portion of the book-entry
notes represented thereby repaid must instruct the participant (as defined below) through which they own
their interest to direct the depositary to exercise the repayment option on their behalf by forwarding the
repayment instructions to the applicable trustee as aforesaid. In order to ensure that these instructions are
received by the applicable trustee on a particular day, the applicable beneficial owner must so instruct the
participant through which it owns its interest before that participant�s deadline for accepting instructions for
that day. Different firms may have different deadlines for accepting instructions from their customers.
Accordingly, beneficial owners should consult their participants for the respective deadlines. All
instructions given to participants from beneficial owners of global notes relating to the option to elect
repayment shall be irrevocable. In addition, at the time repayment instructions are given, each beneficial
owner shall cause the participant through which it owns its interest to transfer the beneficial owner�s interest
in the global note representing the related book-entry notes, on the depositary�s records, to the applicable
trustee. See ��Global Notes.�

If applicable, we will comply with the requirements of Section 14(e) of the Securities Exchange Act of
1934, as amended (the �Exchange Act�), and the rules promulgated thereunder, and any other securities laws
or regulations in connection with any repayment of notes at the option of the registered holders thereof.

We may at any time purchase notes at any price or prices in the open market or otherwise. Notes so
purchased by us may, at our discretion, be held, resold or surrendered to the applicable trustee for
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cancellation.

Interest

Each interest-bearing note will bear interest from its date of issue at the rate per annum, in the case of a
fixed rate note, or pursuant to the interest rate formula, in the case of a floating rate note, in each case as
specified in the applicable pricing supplement, until the principal thereof is paid. We will make interest
payments in respect of fixed rate notes and floating rate notes in an amount equal to the interest accrued
from and including the immediately preceding interest payment date in respect of which interest has been
paid or from and including the date of issue, if no interest has been paid, to but excluding the applicable
interest payment date or the maturity date, as the case may be (each, an �interest period�).
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Interest on fixed rate notes and floating rate notes will be payable in arrears on each interest payment date
and on the maturity date. The first payment of interest on any note originally issued between a regular
record date and the related interest payment date will be made on the interest payment date immediately
following the next succeeding record date to the registered holder on the next succeeding record date. The
�regular record date� shall be the fifteenth calendar day, whether or not a �business day�, immediately
preceding the related interest payment date. �Business Day� is defined below under ��Interest Rates�Special Rate
Calculation Terms�. For the purpose of determining the holder at the close of business on a regular record
date when business is not being conducted, the close of business will mean 5:00 P.M., New York City time,
on that day.

Interest Rates

This subsection describes the different kinds of interest rates that may apply to your note, if it bears interest.

Fixed Rate Notes

Your pricing supplement will specify the interest payment dates for a fixed rate note as well as the maturity
date. Interest on fixed rate notes will be computed on the basis of a 360-day year of twelve 30-day months
or such other day count fraction set forth in the applicable supplement.

If any interest payment date or the maturity date of a fixed rate note falls on a day that is not a business day,
we will make the required payment of principal, premium, if any, and/or interest on the next succeeding
business day, and no additional interest will accrue in respect of the payment made on that next succeeding
business day.

Floating Rate Notes

In this subsection, we use several specialized terms relating to the manner in which floating interest rates
are calculated. These terms appear in bold, italicized type the first time they appear, and we define these
terms in ��Special Rate Calculation Terms� at the end of this subsection.

The following will apply to floating rate notes.

Interest Rate Basis.    We currently expect to issue floating rate notes that bear interest at rates based on
one or more of the following interest rate bases:
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� commercial paper rate;

� prime rate;

� LIBOR;

� EURIBOR;

� treasury rate;

� CMT rate;

� CD rate;

� consumer price index (�CPI�) rate; and/or

� federal funds rate.

We describe each of the interest rate bases in further detail below in this subsection. If you purchase a
floating rate note, the applicable supplements will specify the interest rate basis that applies to your note.

Calculation of Interest.    Calculations relating to floating rate notes will be made by the calculation agent,
an institution that we appoint as our agent for this purpose. That institution may include any affiliate

21

Edgar Filing: NORTHWEST NATURAL GAS CO - Form DEF 14A

Table of Contents 133



Table of Contents

of ours, such as Wachovia Securities or Wachovia Bank, National Association. If other than Wachovia
Securities or Wachovia Bank, National Association, the applicable supplements for a particular floating rate
note will name the institution that we have appointed to act as the calculation agent for that note as of its
original issue date. We may appoint a different institution to serve as calculation agent from time to time
after the original issue date of the note without your consent and without notifying you of the change.

For each floating rate note, the calculation agent will determine, on no later than the corresponding interest
calculation date or on the interest determination date, as described below, the interest rate that takes effect
on each interest reset date. In addition, the calculation agent will calculate the amount of interest that has
accrued during each interest period�i.e., the period from and including the original issue date, or the last date
to which interest has been paid or made available for payment, to but excluding the payment date. For each
interest period, the calculation agent will calculate the amount of accrued interest by multiplying the face or
other specified amount of the floating rate note by an accrued interest factor for the interest period. This
factor will equal the sum of the interest factors calculated for each day during the interest period. The
interest factor for each day will be expressed as a decimal and will be calculated by dividing the interest
rate, also expressed as a decimal, applicable to that day by 360 or by the actual number of days in the year,
as specified in the applicable supplements.

Upon the request of the holder of any floating rate note, the calculation agent will provide for that note the
interest rate then in effect�and, if determinable, the interest rate that will become effective on the next
interest reset date. The calculation agent�s determination of any interest rate, and its calculation of the
amount of interest for any interest period, will be final and binding in the absence of manifest error.

All percentages resulting from any calculation relating to a note will be rounded upward or downward, as
appropriate, to the next higher or lower one hundred-thousandth of a percentage point, e.g., 9.876541% (or
.09876541) being rounded down to 9.87654% (or .0987654) and 9.876545% (or .09876545) being rounded
up to 9.87655% (or .0987655). All amounts used in or resulting from any calculation relating to a floating
rate note will be rounded upward or downward, as appropriate, to the nearest cent, in the case of U.S.
dollars, or to the nearest corresponding hundredth of a unit, in the case of a currency other than U.S. dollars,
with one-half cent or one-half of a corresponding hundredth of a unit or more being rounded upward.

In determining the interest rate basis that applies to a floating rate note during a particular interest period,
the calculation agent may obtain rate quotes from various banks or dealers active in the relevant market, as
discussed below. Those reference banks and dealers may include the calculation agent itself and its
affiliates, as well as any agent participating in the distribution of the relevant floating rate notes and its
affiliates, and they may include affiliates of Wachovia.

Initial Interest Rate.    For any floating rate note, the interest rate in effect from the original issue date to
the first interest reset date will be the initial interest rate. We will specify the initial interest rate or the
manner in which it is determined in the applicable supplements.

Spread or Spread Multiplier.    In some cases, the interest rate basis for a floating rate note may be
adjusted:
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� by adding or subtracting a specified number of basis points, called the spread, with one basis
point being 0.01%; or

� by multiplying the interest rate basis by a specified percentage, called the spread multiplier.

If you purchase a floating rate note, the applicable supplements will indicate whether a spread or spread
multiplier will apply to your note and, if so, the amount of the spread or spread multiplier.
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Maximum and Minimum Rates.    The actual interest rate, after being adjusted by the spread or spread
multiplier, may also be subject to either or both of the following limits:

� a maximum rate�i.e., a specified upper limit that the actual interest rate in effect at any time may
not exceed; and/or

� a minimum rate�i.e., a specified lower limit that the actual interest rate in effect at any time may
not fall below.

If you purchase a floating rate note, the applicable supplements will indicate whether a maximum rate
and/or minimum rate will apply to your note and, if so, what those rates are.

Whether or not a maximum rate applies, the interest rate on a floating rate note will in no event be higher
than the maximum rate permitted by New York law, as it may be modified by U.S. law of general
application. Under current New York law, the maximum rate of interest, with some exceptions, for any loan
in an amount less than $250,000 is 16% and for any loan in the amount of $250,000 or more but less than
$2,500,000 is 25% per year on a simple interest basis. These limits do not apply to loans of $2,500,000 or
more.

The rest of this subsection describes how the interest rate and the interest payment dates will be determined,
and how interest will be calculated, on a floating rate note.

Interest Reset Dates.    The rate of interest on a floating rate note will be reset, by the calculation agent
described below, daily, weekly, monthly, quarterly, semi-annually or annually. The date on which the
interest rate resets and the reset rate becomes effective is called the interest reset date. Except as otherwise
specified in the applicable supplement, the interest reset date will be as follows:

� for floating rate notes that reset daily, each business day;

� for floating rate notes that reset weekly and are not treasury rate notes, the Wednesday of each
week;

� for treasury rate notes that reset weekly, the Tuesday of each week;

� for floating rate notes that reset monthly, the third Wednesday of each month;

� for floating rate notes that reset quarterly, the third Wednesday of March, June, September and
December of each year;
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� for floating rate notes that reset semi-annually, the third Wednesday of each of two months of
each year as indicated in the applicable supplements; and

� for floating rate notes that reset annually, the third Wednesday of one month of each year as
indicated in the applicable supplements.

For a floating rate note, the interest rate in effect on any particular day will be the interest rate determined
with respect to the latest interest reset date that occurs on or before that day. There are several exceptions,
however, to the reset provisions described above.

The interest rate in effect from the original issue date to the first interest reset date will be the initial interest
rate.

If any interest reset date for a floating rate note would otherwise be a day that is not a business day, the
interest reset date will be postponed to the next day that is a business day. For a LIBOR or EURIBOR note,
however, if that business day is in the next succeeding calendar month, the interest reset date will be the
immediately preceding business day.
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Interest Determination Dates.    The interest rate that takes effect on an interest reset date will be
determined by the calculation agent by reference to a particular date called an interest determination date.
Except as otherwise indicated in the relevant pricing supplement:

� for commercial paper rate, federal funds rate and prime rate notes, the interest determination date
relating to a particular interest reset date will be the business day preceding the interest reset
date;

� for CD rate, CPI rate, and CMT rate notes, the interest determination date relating to a particular
interest reset date will be the second business day preceding the interest reset date;

� for LIBOR notes, the interest determination date relating to a particular interest reset date will be
the second London business day preceding the interest reset date, unless the index currency is
pounds sterling, in which case the interest determination date will be the interest reset date. We
refer to an interest determination date for a LIBOR note as a LIBOR interest determination date;

� for EURIBOR notes, the interest determination date relating to a particular interest reset date will
be the second euro business day preceding the interest reset date. We refer to an interest
determination date for a EURIBOR note as a EURIBOR interest determination date; and

� for treasury rate notes, the interest determination date relating to a particular interest reset date,
which we refer to as a treasury interest determination date, will be the day of the week in which
the interest reset date falls on which treasury bills�i.e., direct obligations of the U.S.
government�would normally be auctioned. Treasury bills are usually sold at auction on the
Monday of each week, unless that day is a legal holiday, in which case the auction is usually held
on the following Tuesday, except that the auction may be held on the preceding Friday. If as the
result of a legal holiday an auction is held on the preceding Friday, that Friday will be the
treasury interest determination date relating to the interest reset date occurring in the next
succeeding week.

The interest determination date pertaining to a floating rate note, the interest rate of which is determined
with reference to two or more interest rate bases, will be the latest business day which is at least two
business days before the related interest reset date for the applicable floating rate note on which each
interest rate basis is determinable.

Interest Calculation Dates.    As described above, the interest rate that takes effect on a particular interest
reset date will be determined by reference to the corresponding interest determination date. Except for
LIBOR notes and EURIBOR notes, however, the determination of the rate will actually be made on a day
no later than the corresponding interest calculation date. The interest calculation date will be the earlier of
the following:

� the tenth calendar day after the interest determination date or, if that tenth calendar day is not a
business day, the next succeeding business day; and

�
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the business day immediately preceding the interest payment date or the maturity date,
whichever is the day on which the next payment of interest will be due.

The calculation agent need not wait until the relevant interest calculation date to determine the interest rate
if the rate information it needs to make the determination is available from the relevant sources sooner.

Interest Payment Dates.    The interest payment dates for a floating rate note will depend on when the
interest rate is reset and, unless we specify otherwise in the applicable supplements, will be as follows:

� for floating rate notes that reset daily, weekly or monthly, the third Wednesday of each month or
the third Wednesday of March, June, September and December of each year, as specified in the
applicable supplement;

� for floating rate notes that reset quarterly, the third Wednesday of March, June, September and
December of each year;
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� for floating rate notes that reset semi-annually, the third Wednesday of the two months of each
year specified in the applicable supplement; or

� for floating rate notes that reset annually, the third Wednesday of the month specified in the
applicable supplement.

Regardless of these rules, if a note is originally issued after the regular record date and before the date that
would otherwise be the first interest payment date, the first interest payment date will be the date that would
otherwise be the second interest payment date.

In addition, the following special provision will apply to a floating rate note with regard to any interest
payment date other than one that falls on the maturity. If the interest payment date would otherwise fall on a
day that is not a business day, then the interest payment date will be the next day that is a business day.
However, if the floating rate note is a LIBOR note or a EURIBOR note and the next business day falls in
the next calendar month, then the interest payment date will be advanced to the next preceding day that is a
business day. If the maturity date of a floating rate note falls on a day that is not a business day, we will
make the required payment of principal, premium, if any, and interest on the next succeeding business day,
and no additional interest will accrue in respect of the payment made on that next succeeding business day.

Calculation Agent.    We have initially appointed Wachovia Capital Markets, LLC as our calculation agent
for the notes. See ��Calculation of Interest� above for details regarding the role of the calculation agent.

Commercial Paper Rate Notes

If you purchase a commercial paper rate note, your note will bear interest at an interest rate equal to the
commercial paper rate and adjusted by the spread or spread multiplier, if any, indicated in your pricing
supplement.

The commercial paper rate will be the money market yield of the rate, for the relevant interest
determination date, for commercial paper having the index maturity indicated in your pricing supplement,
as published in H.15(519) under the heading �Commercial Paper�Nonfinancial�. If the commercial paper rate
cannot be determined as described above, the following procedures will apply.

� If the rate described above does not appear in H.15(519) at 3:00 P.M., New York City time, on
the relevant interest calculation date, unless the calculation is made earlier and the rate is
available from that source at that time, then the commercial paper rate will be the rate, for the
relevant interest determination date, for commercial paper having the index maturity specified in
your pricing supplement, as published in H.15 daily update or any other recognized electronic
source used for displaying that rate, under the heading �Commercial Paper�Nonfinancial�.

�
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If the rate described above does not appear in H.15(519), H.15 daily update or another
recognized electronic source at 3:00 P.M., New York City time, on the relevant interest
calculation date, unless the calculation is made earlier and the rate is available from one of those
sources at that time, the commercial paper rate will be the money market yield of the arithmetic
mean of the following offered rates for U.S. dollar commercial paper that has the relevant index
maturity and is placed for an industrial issuer whose bond rating is �AA�, or the equivalent, from a
nationally recognized rating agency: the rates offered as of 11:00 A.M., New York City time, on
the relevant interest determination date, by three leading U.S. dollar commercial paper dealers in
New York City selected by the calculation agent.

� If fewer than three dealers selected by the calculation agent are quoting as described above, the
commercial paper rate for the new interest period will be the commercial paper rate in effect for
the prior interest period. If the initial interest rate has been in effect for the prior interest period,
however, it will remain in effect for the new interest period.
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Prime Rate Notes

If you purchase a prime rate note, your note will bear interest at an interest rate equal to the prime rate and
adjusted by the spread or spread multiplier, if any, indicated in your pricing supplement.

The prime rate will be the rate, for the relevant interest determination date, published in H.15(519) under
the heading �Bank Prime Loan�. If the prime rate cannot be determined as described above, the following
procedures will apply.

� If the rate described above does not appear in H.15(519) at 3:00 P.M., New York City time, on
the relevant interest calculation date, unless the calculation is made earlier and the rate is
available from that source at that time, then the prime rate will be the rate, for the relevant
interest determination date, as published in H.15 daily update or another recognized electronic
source used for the purpose of displaying that rate, under the heading �Bank Prime Loan�.

� If the rate described above does not appear in H.15(519), H.15 daily update or another
recognized electronic source at 3:00 P.M., New York City time, on the relevant interest
calculation date, unless the calculation is made earlier and the rate is available from one of those
sources at that time, then the prime rate will be the arithmetic mean of the following rates as they
appear on the Reuters screen US PRIME 1 page: the rate of interest publicly announced by each
bank appearing on that page as that bank�s prime rate or base lending rate, as of 11:00 A.M., New
York City time, on the relevant interest determination date.

� If fewer than four of these rates appear on the Reuters screen US PRIME 1 page, the prime rate
will be the arithmetic mean of the prime rates or base lending rates, as of the close of business on
the relevant interest determination date, of three major banks in New York City selected by the
calculation agent. For this purpose, the calculation agent will use rates quoted on the basis of the
actual number of days in the year divided by a 360-day year.

� If fewer than three banks selected by the calculation agent are quoting as described above, the
prime rate for the new interest period will be the prime rate in effect for the prior interest period.
If the initial interest rate has been in effect for the prior interest period, however, it will remain in
effect for the new interest period.

LIBOR Notes

If you purchase a LIBOR note, your note will bear interest at an interest rate equal to LIBOR, which will be
the London interbank offered rate for deposits in U.S. dollars or any other index currency, as noted in the
applicable supplement. In addition, when LIBOR is the interest rate basis the applicable LIBOR rate will be
adjusted by the spread or spread multiplier, if any, indicated in the applicable supplement. LIBOR will be
determined in the following manner:

Edgar Filing: NORTHWEST NATURAL GAS CO - Form DEF 14A

Table of Contents 142



� LIBOR will be either:

� the offered rate appearing on the Reuters screen LIBOR01 page; or

� the arithmetic mean of the offered rates appearing on the Reuters screen LIBO page unless
that page by its terms cites only one rate, in which case that rate;

in either case, as of 11:00 A.M., London time, on the relevant LIBOR interest determination date, for
deposits of the relevant index currency having the relevant index maturity beginning on the relevant interest
reset date. The applicable supplement will indicate the index currency, the index maturity and the reference
page that apply to your LIBOR note. If no reference page is mentioned in the applicable supplement,
Reuters screen LIBOR01 page will apply to your LIBOR note.

� If Reuters screen LIBOR01 page applies and the rate described above does not appear on that
page, or if Reuters screen LIBO page applies and fewer than two of the rates described above
appears on that page or no rate appears on any page on which only one rate normally appears,
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then LIBOR will be determined on the basis of the rates, at approximately 11:00 A.M., London
time, on the relevant LIBOR interest determination date, at which deposits of the following kind
are offered to prime banks in the London interbank market by four major banks in that market
selected by the calculation agent: deposits of the index currency having the relevant index
maturity, beginning on the relevant interest reset date, and in a representative amount. The
calculation agent will request the principal London office of each of these banks to provide a
quotation of its rate. If at least two quotations are provided, LIBOR for the relevant LIBOR
interest determination date will be the arithmetic mean of the quotations.

� If fewer than two quotations are provided as described above, LIBOR for the relevant LIBOR
interest determination date will be the arithmetic mean of the rates for loans of the following
kind to leading European banks quoted, at approximately 11:00 A.M., in the principal financial
center for the country of the index currency, on that LIBOR interest determination date, by three
major banks in that financial center selected by the calculation agent: loans of the index currency
having the relevant index maturity, beginning on the relevant interest reset date, and in a
representative amount.

� If fewer than three banks selected by the calculation agent are quoting as described above,
LIBOR for the new interest period will be LIBOR in effect for the prior interest period. If the
initial interest rate has been in effect for the prior interest period, however, it will remain in
effect for the new interest period.

EURIBOR Notes

If you purchase a EURIBOR note, your note will bear interest at an interest rate equal to the interest rate for
deposits in euro, designated as �EURIBOR� and sponsored jointly by the European Banking Federation and
ACI�the Financial Market Association, or any company established by the joint sponsors for purposes of
compiling and publishing that rate. In addition, when EURIBOR is the interest rate basis the EURIBOR
base rate will be adjusted by the spread or spread multiplier, if any, specified in the applicable supplement.
EURIBOR will be determined in the following manner:

� EURIBOR will be the offered rate for deposits in euros having the index maturity specified in
the applicable supplement, beginning on the second euro business day after the relevant
EURIBOR interest determination date, as that rate appears on Reuters screen EURIBOR01 page
as of 11:00 A.M., Brussels time, on the relevant EURIBOR interest determination date.

� If the rate described above does not appear on Reuters screen EURIBOR01 page, EURIBOR will
be determined on the basis of the rates, at approximately 11:00 A.M., Brussels time, on the
relevant EURIBOR interest determination date, at which deposits of the following kind are
offered to prime banks in the euro-zone interbank market by the principal euro-zone office of
each of four major banks in that market selected by the calculation agent: euro deposits having
the relevant index maturity, beginning on the relevant interest reset date, and in a representative
amount. The calculation agent will request the principal euro-zone office of each of these banks
to provide a quotation of its rate. If at least two quotations are provided, EURIBOR for the
relevant EURIBOR interest determination date will be the arithmetic mean of the quotations.

� If fewer than two quotations are provided as described above, EURIBOR for the relevant
EURIBOR interest determination date will be the arithmetic mean of the rates for loans of the
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following kind to leading euro-zone banks quoted, at approximately 11:00 A.M., Brussels time
on that EURIBOR interest determination date, by three major banks in the euro-zone selected by
the calculation agent: loans of euros having the relevant index maturity, beginning on the
relevant interest reset date, and in a representative amount.

� If fewer than three banks selected by the calculation agent are quoting as described above,
EURIBOR for the new interest period will be EURIBOR in effect for the prior interest period. If
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the initial interest rate has been in effect for the prior interest period, however, it will remain in
effect for the new interest period.

Treasury Rate Notes

If you purchase a treasury rate note, your note will bear interest at an interest rate equal to the treasury rate
and adjusted by the spread or spread multiplier, if any, indicated in the applicable supplement.

The treasury rate will be the rate for the auction, on the relevant treasury interest determination date, of
treasury bills having the index maturity specified in your pricing supplement, as that rate appears on
Reuters Screen USAUCTION10 or USAUCTION11 page under the heading �Investment Rate�. If the
treasury rate cannot be determined in this manner, the following procedures will apply.

� If the rate described above does not appear on either page at 3:00 P.M., New York City time, on
the relevant interest calculation date, unless the calculation is made earlier and the rate is
available from that source at that time, the treasury rate will be the bond equivalent yield of the
rate, for the relevant interest determination date, for the type of treasury bill described above, as
published in H.15 daily update, or another recognized electronic source used for displaying that
rate, under the heading �U.S. Government Securities/Treasury Bills/Auction High�.

� If the rate described in the prior paragraph does not appear in H.15 daily update or another
recognized electronic source at 3:00 P.M., New York City time, on the relevant interest
calculation date, unless the calculation is made earlier and the rate is available from one of those
sources at that time, the treasury rate will be the bond equivalent yield of the auction rate, for the
relevant treasury interest determination date and for treasury bills of the kind described above, as
announced by the U.S. Department of the Treasury.

� If the auction rate described in the prior paragraph is not announced by 3:00 P.M., New York
City time on the relevant interest calculation date, or if no such auction is held for the relevant
week, then the treasury rate will be the bond equivalent yield of the rate for the relevant treasury
interest determination date and for treasury bills having a remaining maturity closest to the
specified index maturity, as published in H.15(519) under the heading �U.S. Government
Securities /Treasury Bills/Secondary Market�.

� If the rate described in the prior paragraph does not appear in H.15(519) at 3:00 P.M., New York
City time on the relevant interest calculation date, unless the calculation is made earlier and the
rate is available from one of those sources at that time, then the treasury rate will be the rate for
the relevant treasury interest determination date and for treasury bills having a remaining
maturity closest to the specified index maturity, as published in H.15 daily update, or another
recognized electronic source used for displaying that rate, under the heading �U.S. Government
Securities/Treasury Bills/Secondary Market�.

� If the rate described in the prior paragraph does not appear in H.15 daily update or another
recognized electronic source at 3:00 P.M., New York City time on the relevant interest
calculation date, unless the calculation is made earlier and the rate is available from one of those
sources at that time, the treasury rate will be the bond equivalent yield of the arithmetic mean of
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the following secondary market bid rates for the issue of treasury bills with a remaining maturity
closest to the specified index maturity: the rates bid as of approximately 3:30 P.M., New York
City time on the relevant treasury interest determination date by three primary U.S. government
securities dealers in New York City selected by the calculation agent.

� If fewer than three dealers selected by the calculation agent are quoting as described in the prior
paragraph, the treasury rate in effect for the new interest period will be the treasury rate in effect
for the prior interest period. If the initial interest rate has been in effect for the prior interest
period, however, it will remain in effect for the new interest period.
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CD Rate Notes

If you purchase a CD rate note, your note will bear interest at an interest rate equal to the CD rate and
adjusted by the spread or spread multiplier, if any, indicated in the applicable supplement.

The CD rate will be the rate, on the relevant interest determination date, for negotiable U.S. dollar
certificates of deposit having the index maturity specified in the applicable supplement, as published in
H.15(519) under the heading �CDs (Secondary Market)�. If the CD rate cannot be determined in this manner,
the following procedures will apply.

� If the rate described above does not appear in H.15(519) at 3:00 P.M., New York City time on
the relevant interest calculation date, unless the calculation is made earlier and the rate is
available from that source at that time, then the CD rate will be the rate for the relevant interest
determination date described above as published in H.15 daily update, or another recognized
electronic source used for displaying that rate, under the heading �CDs (Secondary Market).�

� If the rate described above does not appear in H.15(519), H.15 daily update or another
recognized electronic source at 3:00 P.M., New York City time on the relevant interest
calculation date, unless the calculation is made earlier and the rate is available from one of those
sources at that time, the CD rate will be the arithmetic mean of the following secondary market
offered rates for negotiable U.S. dollar certificates of deposit of major U.S. money market banks
with a remaining maturity closest to the specified index maturity, and in a representative amount:
the rates offered as of 10:00 A.M., New York City time on the relevant interest determination
date by three leading nonbank dealers in negotiable U.S. dollar certificates of deposit in New
York City, as selected by the calculation agent.

� If fewer than three dealers selected by the calculation agent are quoting as described above, the
CD rate in effect for the new interest period will be the CD rate in effect for the prior interest
period. If the initial interest rate has been in effect for the prior interest period, however, it will
remain in effect for the new interest period.

CMT Rate Notes

If you purchase a CMT rate note, your note will bear interest at an interest rate equal to the CMT rate and
adjusted by the spread or spread multiplier, if any, indicated in the applicable supplement.

The CMT rate will be the following rate displayed on the designated CMT Reuters page under the heading
�. . . Treasury Constant Maturities . . . Federal Reserve Board Release H.15 Mondays Approximately 3:45
P.M.,� under the column for the designated CMT index maturity:

�
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if the designated CMT Reuters page is Reuters screen FRBCMT page, the rate for the relevant
interest determination date; or

� if the designated CMT Reuters page is Reuters screen FEDCMT page, the weekly or monthly
average, as specified in your pricing supplement, for the week that ends immediately before the
week in which the relevant interest determination date falls, or for the month that ends
immediately before the month in which the relevant interest determination date falls, as
applicable.

If the CMT rate cannot be determined in this manner, the following procedures will apply.

� If the applicable rate described above is not displayed on the relevant designated CMT Reuters
page at 3:00 P.M., New York City time on the relevant interest calculation date, unless the
calculation is made earlier and the rate is available from that source at that time, then the CMT
rate will be the applicable treasury constant maturity rate described above�i.e., for the designated
CMT index maturity and for either the relevant interest determination date or the weekly or
monthly average, as applicable�as published in H.15(519).
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� If the applicable rate described above does not appear in H.15(519) at 3:00 P.M., New York City
time on the relevant interest calculation date, unless the calculation is made earlier and the rate is
available from one of those sources at that time, then the CMT rate will be the treasury constant
maturity rate, or other U.S. treasury rate, for the designated CMT index maturity and with
reference to the relevant interest determination date, that:

� is published by the Board of Governors of the Federal Reserve System, or the U.S.
Department of the Treasury; and

� is determined by the calculation agent to be comparable to the applicable rate formerly
displayed on the designated CMT Reuters page and published in H.15(519).

� If the rate described in the prior paragraph does not appear at 3:00 P.M., New York City time on
the relevant interest calculation date, unless the calculation is made earlier and the rate is
available from one of those sources at that time, then the CMT rate will be the yield to maturity
of the arithmetic mean of the following secondary market bid rates for the most recently issued
treasury notes having an original maturity of approximately the designated CMT index maturity
and a remaining term to maturity of not less than the designated CMT index maturity minus one
year, and in a representative amount: the bid rates, as of approximately 3:30 P.M., New York
City time on the relevant interest determination date of three primary U.S. government securities
dealers in New York City selected by the calculation agent. In selecting these bid rates, the
calculation agent will request quotations from five of these primary dealers and will disregard the
highest quotation�or, if there is equality, one of the highest�and the lowest quotation�or, if there is
equality, one of the lowest. Treasury notes are direct, non-callable, fixed rate obligations of the
U.S. government.

� If the calculation agent is unable to obtain three quotations of the kind described in the prior
paragraph, the CMT rate will be the yield to maturity of the arithmetic mean of the following
secondary market bid rates for treasury notes with an original maturity longer than the designated
CMT index maturity, with a remaining term to maturity closest to the designated CMT index
maturity and in a representative amount: the bid rates, as of approximately 3:30 P.M., New York
City time on the relevant interest determination date of three primary U.S. government securities
dealers in New York City selected by the calculation agent. In selecting these bid rates, the
calculation agent will request quotations from five of these primary dealers and will disregard the
highest quotation�or, if there is equality, one of the highest and the lowest quotation�or, if there is
equality, one of the lowest. If two treasury notes with an original maturity longer than the
designated CMT index maturity have remaining terms to maturity that are equally close to the
designated CMT index maturity, the calculation agent will obtain quotations for the treasury note
with the shorter remaining term to maturity.

� If fewer than five but more than two of these primary dealers are quoting as described in the
prior paragraph, then the CMT rate for the relevant interest determination date will be based on
the arithmetic mean of the bid rates so obtained, and neither the highest nor the lowest of those
quotations will be disregarded.

� If two or fewer primary dealers selected by the calculation agent are quoting as described above,
the CMT rate in effect for the new interest period will be the CMT rate in effect for the prior
interest period. If the initial interest rate has been in effect for the prior interest period, however,
it will remain in effect for the new interest period.

CPI Rate Notes
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If you purchase a CPI rate note, your note will bear interest at an interest rate equal to the CPI rate and
adjusted by the spread or spread multiplier, if any, indicated in the applicable supplement.
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Except as otherwise specified in the applicable pricing supplement, the CPI rate will be the rate, determined
as of the relevant interest determination date, expressed as a percentage and calculated in accordance with
the following formula:

CPI rate  =
(C �P)

P
� 1

where

� �C� means the CPI (as defined below) applicable for the calendar month which is two months
preceding the month of the relevant interest determination date;

� �P� means the CPI applicable for the calendar month which is twelve months immediately
preceding the calendar month for which C is determined; and

� �CPI� means the non-seasonally adjusted U.S. City Average All Items Consumer Price Index for
All Urban Consumers, published monthly by the Bureau of Labor Statistics of the U.S.
Department of Labor. For reference purposes only, the CPI is available on Bloomberg page
CPURNSA or any successor service. In the event of an inconsistency between the CPI published
on Bloomberg page CPURNSA and the CPI published by the Bureau of Labor Statistics, the CPI
shall be the CPI published by the Bureau of Labor Statistics.

Federal Funds Rate Notes

If you purchase a federal funds rate note, your note will bear interest at an interest rate equal to the federal
funds rate and adjusted by the spread or spread multiplier, if any, indicated in the applicable supplement.

The federal funds rate will be the rate for U.S. dollar federal funds on the relevant interest determination
date, as published in H.15 (519) under the heading �EFFECT�, as that rate is displayed on Reuters screen
FEDFUNDS1 page. If the federal funds rate cannot be determined in this manner, the following
procedures will apply.

� If the rate described above is not displayed on Reuters screen FEDFUNDS1 page at 3:00 P.M.,
New York City time on the relevant interest calculation date unless the calculation is made
earlier and the rate is available from that source at that time, then the federal funds rate for the
relevant interest determination date will be the rate described above as published in H.15 daily
update, or another recognized electronic source used for displaying that rate, under the heading
�Federal Funds (Effective)�.

�
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If the rate described above is not displayed on Reuters screen FEDFUNDS1 page and does not
appear in H.15(519), H.15 daily update or another recognized electronic source at 3:00 P.M.,
New York City time on the relevant interest calculation date unless the calculation is made
earlier and the rate is available from one of those sources at that time, the federal funds rate will
be the arithmetic mean of the rates for the last transaction in overnight, U.S. dollar federal funds
arranged, before 9:00 A.M., New York City time on the relevant interest determination date by
three leading brokers of U.S. dollar federal funds transactions in New York City selected by the
calculation agent.

� If fewer than three brokers selected by the calculation agent are quoting as described above, the
federal funds rate in effect for the new interest period will be the federal funds rate in effect for
the prior interest period. If the initial interest rate has been in effect for the prior interest period,
however, it will remain in effect for the new interest period.

� If fewer than five but more than two of these primary dealers are quoting as described in the
prior paragraph, then the CMT rate for the relevant interest determination date will be based on
the arithmetic mean of the offered rates so obtained, and neither the highest nor the lowest of
those quotations will be disregarded.
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Special Rate Calculation Terms

In this subsection entitled ��Interest Rates�, we use several terms that have special meanings relevant to
calculating floating interest rates. We define these terms as follows:

The term �bond equivalent yield� means a yield expressed as a percentage and calculated in accordance
with the following formula:

bond equivalent yield =  D x N x 100

360 - (D x M)

where

� �D� means the annual rate for treasury bills quoted on a bank discount basis and expressed as a
decimal;

� �N� means 365 or 366, as the case may be; and

� �M� means the actual number of days in the applicable interest reset period.

The term �business day� means, for any note, a day that meets all the following applicable requirements:

� for all notes, is a Monday, Tuesday, Wednesday, Thursday or Friday that is not a day on which
banking institutions in New York City generally are authorized or obligated by law, regulation or
executive order to close;

� if the note is a LIBOR note, is also a London business day;

� if the note has a specified currency other than U.S. dollars or euros, is also a day on which
banking institutions are not authorized or obligated by law, regulation or executive order to close
in the principal financial center of the country issuing the specified currency; and

� if the note is a EURIBOR note or has a specified currency of euros, or is a LIBOR note for
which the index currency is euros, is also a TARGET business day.

The term �designated CMT index maturity� means the index maturity for a CMT rate note and will be the
original period to maturity of a U.S. treasury security�either 1, 2, 3, 5, 7, 10, 20 or 30 years�specified in the
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applicable pricing supplement.

The term �designated CMT Reuters page� means the Reuters page mentioned in the relevant pricing
supplement that displays treasury constant maturities as reported in H.15(519). If no Reuters page is so
specified, then the applicable page will be Reuters screen FEDCMT page. If Reuters screen FEDCMT page
applies but the relevant pricing supplement does not specify whether the weekly or monthly average
applies, the weekly average will apply.

The term �euro business day� means any day on which the Trans-European Automated Real-Time Gross
Settlement Express Transfer (TARGET) System, or any successor system, is open for business.

The term �euro-zone� means, at any time, the region comprised of the member states of the European
Economic and Monetary Union that, as of that time, have adopted a single currency in accordance with the
Treaty on European Union of February 1992.

�H.15(519)� means the weekly statistical release entitled �Statistical Release H.15 (519)�, or any successor
publication, published by the Board of Governors of the Federal Reserve System.

�H.15 daily update� means the daily update of H.15(519) available through the worldwide website of the
Board of Governors of the Federal Reserve System, at http://www.federalreserve.gov/releases/h15/update,
or any successor site or publication.
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The term �index currency� means, with respect to a LIBOR note, the currency specified as such in the
relevant pricing supplement. The index currency may be U.S. dollars or any other currency, and will be
U.S. dollars unless another currency is specified in the applicable supplement.

The term �index maturity� means, with respect to a floating rate note, the period to maturity of the
instrument or obligation on which the interest rate formula is based, as specified in the applicable
supplement.

�London business day� means any day on which dealings in the relevant index currency are transacted in
the London interbank market.

The term �money market yield� means a yield expressed as a percentage and calculated in accordance with
the following formula:

money market yield =  
D  x  360

x 100
360 - (D x M)

where

� �D� means the annual rate for commercial paper quoted on a bank discount basis and expressed as
a decimal; and

� �M� means the actual number of days in the relevant interest reset period.

The term �representative amount� means an amount that, in the calculation agent�s judgment, is
representative of a single transaction in the relevant market at the relevant time.

�Reuters page� means the display on the Reuters service, or any successor service, on the page or pages
specified in this prospectus or the applicable supplement, or any replacement page or pages on that service.

�Reuters screen FEDFUNDS1 page� means Reuters screen FEDFUNDS1 page or any replacement page
or pages on which U.S. dollar federal funds rates are displayed.

�Reuters screen LIBO page� means the display on the Reuters service, or any successor service, on the
page designated as �LIBO� or any replacement page or pages on which London interbank rates of major
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banks for the relevant index currency are displayed.

�Reuters screen LIBOR01 page� means Reuters screen LIBOR01 page or any replacement page or pages
on which London interbank rates of major banks for the relevant index currency are displayed.

�Reuters screen USAUCTION10 or USAUCTION11 page� means Reuters screen USAUCTION10 page
or Reuters screen USAUCTION11 page or any replacement page or pages on which U.S. Treasury auction
rates are displayed.

�Reuters screen US PRIME 1 page� means the display on the �US PRIME 1� page on the Reuters service,
or any successor service, or any replacement page or pages on that service, for the purpose of displaying
prime rates or base lending rates of major U.S. banks.

If, when we use the terms designated CMT Reuters page, H.15(519), H.15 daily update, Reuters screen
LIBO page, Reuters screen US PRIME 1 page, Reuters screen LIBOR01 page or Reuters page, we refer to
a particular heading or headings on any of those pages, those references include any successor or
replacement heading or headings as determined by the calculation agent.

Withholding

Wachovia or the applicable paying agent will deduct or withhold from a payment on a note any tax,
assessment or other governmental charge that Wachovia determines is legally required to be deducted or
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withheld. Payments on a note will not be increased by any amount to offset such deduction or withholding,
unless otherwise specified in the applicable supplement.

Other Provisions; Addenda

Any provisions relating to the notes, including the determination of the interest rate basis, calculation of the
interest rate applicable to a floating rate note, its interest payment dates, any redemption or repayment
provisions, or any other term relating thereto, may be modified and/or supplemented by the terms as
specified under �Other Provisions� on the face of the applicable notes or in an Addendum relating to the
applicable notes, if so specified on the face of the applicable notes, and, in each case, in the applicable
supplement.

Subordination of the Subordinated Notes

Wachovia�s obligations to make any payment of the principal and interest on any subordinated notes will, to
the extent the subordinated indenture specifies, be subordinate and junior in right of payment to all of
Wachovia�s senior indebtedness. Unless otherwise specified in the applicable supplements relating to a
specific series of subordinated notes, Wachovia�s �senior indebtedness� is defined in the subordinated
indenture to mean the principal of, premium and interest, if any, on:

� all Wachovia indebtedness for money borrowed, including indebtedness Wachovia guarantees,
other than the subordinated notes, whether outstanding on the date of execution of the indenture
or incurred afterward, except

� any obligations on account of Existing Subordinated Indebtedness, and

� indebtedness as is by its terms expressly stated to be not superior in payment right to the
subordinated notes or to rank equal to the subordinated notes; and

� any deferrals, renewals or extensions of any such senior indebtedness. (Section 101 of the
subordinated indenture).

The payment of the principal and interest on the subordinated notes will, to the extent described in the
subordinated indenture, be subordinated in payment right to the prior payment of all senior indebtedness.
Unless otherwise described in the applicable supplements relating to the specific series of subordinated
notes, in certain events of insolvency, the payment of the principal and interest on the subordinated notes,
other than subordinated notes that are also Existing Subordinated Indebtedness, will, to the extent described
in the subordinated indenture, also be effectively subordinated in payment right to the prior payment of all
Other Financial Obligations. Upon any payment or distribution of assets to creditors under Wachovia�s
liquidation, dissolution, winding up, reorganization, assignment for the benefit of creditors, or any
bankruptcy, insolvency or similar proceedings, all senior indebtedness holders will be entitled to receive
payment in full of all amounts due before the subordinated note holders will be entitled to receive any
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payment in respect of the principal or interest on their securities. If upon any such payment or asset
distribution to creditors, there remains, after giving effect to those subordination provisions in favor of
senior indebtedness holders, any amount of cash, property or securities available for payment or distribution
in respect of subordinated notes (defined in the subordinated indenture as �Excess Proceeds�) and if, at that
time, any Entitled Persons (as defined below) in respect of Other Financial Obligations have not received
payment of all amounts due on such Other Financial Obligations, then such Excess Proceeds shall first be
applied to pay these Other Financial Obligations before any payment may be applied to the subordinated
notes which are not Existing Subordinated Indebtedness. In the event of the acceleration of the maturity of
any subordinated notes, all senior indebtedness holders will be entitled to receive payment of all amounts
due before the subordinated note holders will be entitled to receive any payment upon the principal of or
interest on their subordinated notes. (Sections 1403, 1404 and 1413 of the subordinated indenture)

By reason of such subordination in favor of senior indebtedness holders, in the event of insolvency,
Wachovia�s creditors who are not senior indebtedness holders or subordinated note holders may recover
less,
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ratably, than senior indebtedness holders and may recover more, ratably, than subordinated note holders. By
reason of subordinated note holders (other than Existing Subordinated Indebtedness) to pay over any Excess
Proceeds to Entitled Persons in respect to Other Financial Obligations, in the event of insolvency, Existing
Subordinated Indebtedness holders may recover less, ratably, than Entitled Persons in respect of Other
Financial Obligations and may recover more, ratably, than the subordinated note holders (other than
Existing Subordinated Indebtedness).

Unless otherwise specified in the applicable supplements relating to the particular subordinated notes series
offered by it, �Existing Subordinated Indebtedness� means subordinated notes issued under the subordinated
indenture prior to November 15, 1992. (Section 101 of the subordinated indenture)

Unless otherwise specified in the applicable supplements relating to the particular subordinated notes series
offered by it, �Other Financial Obligations� means all obligations of Wachovia to make payment under the
terms of financial instruments, such as:

� securities contracts and foreign currency exchange contracts;

� derivative instruments such as

� swap agreements (including interest rate and foreign exchange rate swap agreements);

� cap agreements;

� floor agreements;

� collar agreements;

� interest rate agreements;

� foreign exchange rate agreements;

� options;

� commodity futures contracts;

� commodity option contracts; and

� similar financial instruments other than
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� obligations on account of senior indebtedness; and

� obligations on account of indebtedness for money borrowed ranking equal or subordinate to
the subordinated notes. (Section 101 of the subordinated indenture).

Unless otherwise described in the applicable supplements relating to a specific series of subordinated notes,
�Entitled Persons� means any person who is entitled to payment under the terms of Other Financial
Obligations. (Section 101 of the subordinated indenture)

Wachovia�s obligations under the subordinated notes shall rank equal in right of payment with each other
and with the Existing Subordinated Indebtedness, subject, unless otherwise described in the applicable
supplements relating to a specific series of subordinated notes, to the obligations of subordinated note
holders (other than Existing Subordinated Indebtedness) to pay over any Excess Proceeds to Entitled
Persons in respect of Other Financial Obligations as provided in the subordinated indenture. (Section 1413
of the subordinated indenture)

The applicable supplements may further describe the provisions, if any, applicable to the subordination of
the subordinated notes of a particular series.
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Defaults

The Senior Indenture

The senior indenture defines an �event of default� as:

� default in any principal or premium payment on any senior note of that series at maturity;

� default for 30 days in interest payment of any senior note of that series;

� failure to deposit any sinking fund payment when due in respect of that series;

� Wachovia�s failure for 60 days after notice in performing any other covenants or warranties in the
senior indenture (other than a covenant or warranty solely for the benefit of other senior notes
series);

� failure to pay when due any Wachovia indebtedness or Wachovia Bank, National Association
indebtedness in excess of $5,000,000, or maturity acceleration of any indebtedness exceeding
that amount if acceleration results from a default under the instrument giving rise to that
indebtedness and is not annulled within 30 days after due notice;

� Wachovia�s or Wachovia Bank, National Association�s bankruptcy, insolvency or reorganization;
and

� any other event of default provided for senior notes of that series. (Section 501)

The senior indenture provides that, if any event of default for senior notes of any series outstanding occurs
and is continuing, either the senior trustee or the holders of not less than 25% in principal amount of the
outstanding senior notes of that series may declare the principal amount (or, if the notes of that series are
original issue discount notes, such principal amount portion as the terms of that series specify) of all senior
notes of that series to be due and payable immediately. However, no such declaration is required upon
certain bankruptcy events. In addition, upon fulfillment of certain conditions, this declaration may be
annulled and past defaults waived by the holders of a majority in principal amount of the outstanding senior
notes of that series on behalf of all senior note holders of that series. (Sections 502 and 513) In the event of
Wachovia�s bankruptcy, insolvency or reorganization, senior note holders� claims would fall under the broad
equity power of a federal bankruptcy court, and to that court�s determination of the nature of those holders�
rights.

The senior indenture contains a provision entitling the senior trustee, acting under the required standard of
care, to be indemnified by the holders of any outstanding senior note series before proceeding to exercise
any right or power under the senior indenture at the holders� request. (Section 603) The holders of a majority
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in principal amount of outstanding senior notes of any series may direct the time, method and place of
conducting any proceeding for any remedy available to the senior trustee, or exercising any trust or other
power conferred on the senior trustee, with respect to the senior notes of such series. The senior trustee,
however, may decline to act if that direction is contrary to law or the senior indenture or would involve the
senior trustee in personal liability. (Section 512)

Wachovia will file annually with the senior trustee a compliance certificate as to all conditions and
covenants in the senior indenture. (Section 1007)

The Subordinated Indenture

Subordinated notes principal payment may be accelerated only upon an event of default. There is no
acceleration right in the case of a default in the payment of interest or principal prior to the maturity date or
a default in Wachovia performing any covenants in the subordinated indenture, unless a specific series of
subordinated notes provide otherwise, which will be described in the applicable supplements.
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The subordinated indenture defines an �event of default� as certain events involving Wachovia�s bankruptcy,
insolvency or reorganization and any other event of default provided for the subordinated notes of that
series. (Section 501) The subordinated indenture defines a �default� to include:

� any event of default;

� a default in any principal or premium payment of any subordinated debt security of that series at
maturity;

� default in any interest payment when due and continued for 30 days;

� a default in any required designation of funds as �available funds�; or

� default in the performance, or breach, of Wachovia�s covenants in the subordinated indenture or
in the subordinated notes of that series and continued for 90 days after written notice to

� Wachovia by the subordinated trustee; or

� Wachovia and the subordinated trustee by the holders of not less than 25% in aggregate
principal amount of the outstanding subordinated notes of that series. (Section 503)

If an event of default for subordinated notes of any series occurs and is continuing, either the subordinated
trustee or the holders of not less than 25% in aggregate principal amount of the outstanding subordinated
notes of that series may accelerate the maturity of all outstanding subordinated notes of such series. The
holders of a majority in aggregate principal amount of the outstanding subordinated notes of that series may
waive an event of default resulting in acceleration of the subordinated notes of such series, but only if all
events of default have been remedied and all payments due on the subordinated notes of that series (other
than those due as a result of acceleration) have been made and certain other conditions have been met.
(Section 502) Subject to subordinated indenture provisions relating to the subordinated trustee�s duties, in
case a default shall occur and be continuing, the subordinated trustee will be under no obligation to exercise
any of its rights or powers under the subordinated indenture at the holders� request or direction, unless such
holders shall have offered to the subordinated trustee reasonable indemnity. (Section 603) Subject to such
indemnification provisions, the holders of a majority in aggregate principal amount of the outstanding
subordinated notes of that series will have the right to direct the time, method and place of conducting any
proceeding for any remedy available to the subordinated trustee or exercising any trust or power conferred
on the subordinated trustee. (Section 512) The holders of a majority in aggregate principal amount of the
outstanding subordinated notes of that series may waive any past default under the subordinated indenture
with respect to such series, except a default in principal or interest payment or a default of a subordinated
indenture covenant which cannot be modified without the consent of each outstanding subordinated note
holder of the series affected. (Section 513) In the event of Wachovia�s bankruptcy, insolvency or
reorganization, subordinated note holders� claims would fall under the broad equity power of a federal
bankruptcy court, and to that court�s determination of the nature of those holders� rights.

Wachovia will file annually with the subordinated trustee a compliance certificate as to all conditions and
covenants in the subordinated indenture. (Section 1007)
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Modification and Waiver

Each indenture may be modified and amended by Wachovia and the relevant trustee. Certain modifications
and amendments require the consent of the holders of at least a majority in aggregate principal amount of
the outstanding notes of each series issued under that indenture and affected by the modification or
amendment. No such modification or amendment may, without the consent of the holder of each
outstanding note issued under such indenture and affected by it:

� change the stated maturity of the principal, or any installment of principal or interest, on any
outstanding note;
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� reduce any principal amount, premium or interest, on any outstanding note, including in the case
of an original issue discount note the amount payable upon acceleration of the maturity of that
note;

� change the place of payment where, or the coin or currency or currency unit in which, any
principal, premium or interest, on any outstanding note is payable;

� impair the right to institute suit for the enforcement of any payment on or after the stated
maturity, or in the case of redemption, on or after the redemption date;

� reduce the above-stated percentage of outstanding notes necessary to modify or amend the
applicable indenture; or

� modify the above requirements or reduce the percentage of aggregate principal amount of
outstanding notes of any series required to be held by holders seeking to waive compliance with
certain provisions of the relevant indenture or seeking to waive certain defaults. (Section 902)

The holders of at least a majority in aggregate principal amount of the outstanding notes of any series may
on behalf of all outstanding note holders of that series waive, insofar as that series is concerned, Wachovia�s
compliance with certain restrictive provisions of the relevant indenture. (Section 1008) The holders of at
least a majority in aggregate principal amount of the outstanding notes of any series may on behalf of all
outstanding note holders of that series waive any past default under the relevant indenture with respect to
that series, except a default in the payment of the principal, or premium, if any, or interest on any
outstanding note of that series or in respect of an indenture covenant which cannot be modified or amended
without each outstanding note holder consenting. (Section 513)

Certain modifications and amendments of each indenture may be made by Wachovia and the relevant
trustee without the outstanding note holders consenting. (Section 901)

Each indenture provides that in determining whether the holders of the requisite principal amount of the
outstanding notes have given any request, demand, authorization, direction, notice, consent or waiver under
that indenture or are present at a meeting of holders of outstanding notes for quorum purposes:

� the principal amount of an original issue discount note that shall be deemed to be outstanding
shall be the amount of the principal that would be due and payable as of the date of such
determination upon acceleration of its maturity; and

� the principal amount of outstanding notes denominated in a foreign currency or currency unit
shall be the U.S. dollar equivalent, determined on the date of original issuance of that
outstanding note, of the principal amount of that outstanding note or, in the case of an original
issue discount note, the U.S. dollar equivalent, determined on the date of original issuance of
such outstanding note, of the amount determined as provided in the above bullet-point. (Section
101)
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Consolidation, Merger and Sale of Assets

The indentures each provide that Wachovia may not consolidate with or merge into any other corporation or
transfer its properties and assets substantially as an entirety to any person unless:

� the corporation formed by the consolidation or into which Wachovia is merged, or the person to
which Wachovia�s properties and assets are so transferred, shall be a corporation organized and
existing under the laws of the U.S., any state or Washington, D.C. and shall expressly assume by
supplemental indenture the payment of any principal, premium or interest on the notes, and the
performance of Wachovia�s other covenants under the relevant indenture;

� immediately after giving effect to this transaction, no event of default or default, as applicable,
and no event which, after notice or lapse of time or both, would become an event of default or
default, as applicable, shall have occurred and be continuing; and

� certain other conditions are met. (Section 801)

38

Edgar Filing: NORTHWEST NATURAL GAS CO - Form DEF 14A

Table of Contents 167



Table of Contents

Limitation on Disposition of Wachovia Bank, National Association Stock

The indentures each contain Wachovia�s covenant that, so long as any of the debt securities issued under that
indenture before August 1, 1990 are outstanding, but subject to Wachovia�s rights in connection with its
consolidation with or merger into another corporation or a sale of Wachovia�s assets, it will not sell, assign,
transfer, grant a security interest in or otherwise dispose of any shares of, securities convertible into, or
options, warrants or rights to subscribe for or purchase shares of, Wachovia Bank, National Association
voting stock, nor will it permit Wachovia Bank, National Association to issue any shares of, or securities
convertible into, or options, warrants or rights to subscribe for or purchase shares of, Wachovia Bank,
National Association voting stock, unless:

� any such sale, assignment, transfer, issuance, grant of a security interest or other disposition is
made for fair market value, as determined by Wachovia�s board; and

� Wachovia will own at least 80% of the issued and outstanding Wachovia Bank, National
Association voting stock free and clear of any security interest after giving effect to such
transaction. (Section 1006)

The above covenant is not a covenant for the benefit of any series of notes issued on or after August 1,
1990.

Restriction on Sale or Issuance of Voting Stock of Major Subsidiary Bank

With respect to the senior notes, the senior indenture contains Wachovia�s covenant that it will not, and will
not permit any subsidiary to, sell, assign, transfer, grant a security interest in, or otherwise dispose of, any
shares of voting stock, or any securities convertible into shares of voting stock, of any �Major Subsidiary
Bank� (as defined below) or any subsidiary owning, directly or indirectly, any shares of voting stock of any
Major Subsidiary Bank and that it will not permit any Major Subsidiary Bank or any subsidiary owning,
directly or indirectly, any shares of voting stock of a Major Subsidiary Bank to issue any shares of its voting
stock or any securities convertible into shares of its voting stock, except for sales, assignments, transfers or
other dispositions which

� are for the purpose of qualifying a person to serve as a director;

� are for fair market value, as determined by Wachovia�s board, and, after giving effect to such
dispositions and to any potential dilution, Wachovia will own not less than 80% of the shares of
voting stock of such Major Subsidiary Bank or any such subsidiary owning any shares of voting
stock of such Major Subsidiary Bank;

� are made
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� in compliance with court or regulatory authority order; or

� in compliance with a condition imposed by any such court or authority permitting
Wachovia�s acquisition of any other bank or entity; or

� in compliance with an undertaking made to such authority in connection with such an
acquisition; provided, in the case of the two preceding bullet-points, the assets of the bank
or entity being acquired and its consolidated subsidiaries equal or exceed 75% of the assets
of such Major Subsidiary Bank or such subsidiary owning, directly or indirectly, any shares
of voting stock of a Major Subsidiary Bank and its respective consolidated subsidiaries on
the date of acquisition; or

� to Wachovia or any wholly-owned subsidiary.

Despite the above requirements, any Major Subsidiary Bank may be merged into or consolidated with
another banking institution organized under U.S. or state law, if after giving effect to that merger or
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consolidation Wachovia or any wholly-owned subsidiary owns at least 80% of the voting stock of the other
banking institution free and clear of any security interest and if, immediately after the merger or
consolidation, no event of default, and no event which, after notice or lapse of time or both, would become
an event of default, shall have happened and be continuing. (Section 1007) A �Major Subsidiary Bank� is
defined in each indenture to mean any subsidiary which is a bank and has total assets equal to 25% or more
of Wachovia�s consolidated assets determined on the date of the most recent audited financial statements of
these entities. At present, the Major Subsidiary Bank is Wachovia Bank, National Association.

The above covenant is not a covenant for the benefit of any series of debt securities issued before August 1,
1990, or, in the case of subordinated debt securities including the subordinated notes, issued after
November 15, 1992.

Form, Exchange and Transfer

If the notes cease to be issued in global form, they will be issued

� only in fully registered form;

� without interest coupons; and

� unless we indicate otherwise in the applicable supplements, in denominations of $1,000 and that
are multiples of $1,000.

Holders may exchange their notes for notes of smaller denominations or combined into fewer notes of
larger denominations, as long as the total principal amount is not changed.

Holders may exchange or transfer their notes at the office of the relevant trustee, or in the event definitive
notes are issued and so long as the notes are listed on the Luxembourg Stock Exchange, at the offices of the
paying agent. We have appointed the respective trustees to act as our agents for registering notes in the
names of holders and transferring notes. We may appoint another entity to perform these functions or
perform them ourselves.

Holders will not be required to pay a service charge to transfer or exchange their notes, but they may be
required to pay for any tax or other governmental charge associated with the exchange or transfer. The
transfer or exchange will be made only if our transfer agent is satisfied with the holder�s proof of legal
ownership.

If we have designated additional transfer agents for your note, they will be named in your pricing
supplement. We may appoint additional transfer agents or cancel the appointment of any particular transfer
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agent. We may also approve a change in the office through which any transfer agent acts.

If any notes are redeemable and we redeem less than all those notes, we may block the transfer or exchange
of those notes during the period beginning 15 days before the day we mail the notice of redemption and
ending on the day of that mailing, in order to freeze the list of holders to prepare the mailing. We may also
refuse to register transfers of or exchange any note selected for redemption, except that we will continue to
permit transfers and exchanges of the unredeemed portion of any note being partially redeemed.

If a note is issued as a global note, only the depositary � e.g., DTC, Euroclear and Clearstream � will be
entitled to transfer and exchange the note as described in this subsection, since it will be the sole holder of
the note.

Payment Mechanics

Who Receives Payment?

If interest is due on a note on an interest payment date, we will pay the interest to the person or entity in
whose name the note is registered at the close of business on the regular record date relating to the interest
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payment date. If interest is due at maturity but on a day that is not an interest payment date, we will pay the
interest to the person or entity entitled to receive the principal of the note. If principal or another amount
besides interest is due on a note at maturity, we will pay the amount to the holder of the note against
surrender of the note at a proper place of payment (or, in the case of a global note, in accordance with the
applicable policies of the depositary).

How We Will Make Payments Due in U.S. Dollars

We will follow the practice described in this subsection when paying amounts due in U.S. dollars.
Payments of amounts due in other currencies will be made as described in the next subsection.

Payments on Global Notes.    We will make payments on a global note in accordance with the applicable
policies of the depositary as in effect from time to time. Under those policies, we will pay directly to the
depositary, or its nominee, and not to any indirect holders who own beneficial interests in the global note.
An indirect holder�s right to receive those payments will be governed by the rules and practices of the
depositary and its participants, as described under ��Global Securities� and �Global Notes�.

Payments on Non-Global Notes.    We will make payments on a note in non-global form as follows. We
will pay interest that is due on an interest payment date by check mailed on the interest payment date to the
holder at his or her address shown on the trustee�s records as of the close of business on the regular record
date. We will make all other payments by check at the paying agent described below, against surrender of
the note. All payments by check will be made in next-day funds � i.e., funds that become available on the
day after the check is cashed.

Alternatively, if a non-global note has a face amount of at least $1,000,000 and the holder asks us to do so,
we will pay any amount that becomes due on the note by wire transfer of immediately available funds to an
account at a bank in New York City, on the due date. To request wire payment, the holder must give the
paying agent appropriate wire transfer instructions at least five business days before the requested wire
payment is due. In the case of any interest payment due on an interest payment date, the instructions must
be given by the person or entity who is the holder on the relevant regular record date. In the case of any
other payment, payment will be made only after the note is surrendered to the paying agent. Any wire
instructions, once properly given, will remain in effect unless and until new instructions are given in the
manner described above.

Book-entry and other indirect holders should consult their banks or brokers for information on how they
will receive payments on their notes.

How We Will Make Payments Due In Other Currencies
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We will follow the practice described in this subsection when paying amounts that are due in a specified
currency other than U.S. dollars.

Payments on Global Notes.    We will make payments on a global note in accordance with the applicable
policies as in effect from time to time of the depositary, which will be DTC, Euroclear or Clearstream.
Unless we specify otherwise in the applicable pricing supplement, DTC will be the depositary for all notes
in global form. We understand that DTC�s policies, as currently in effect, are as follows.

Unless otherwise indicated in the applicable supplements, if you are an indirect holder of global notes
denominated in a specified currency other than U.S. dollars and if you elect to receive payments in that
other
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currency, you must notify the participant through which your interest in the global note is held of your
election:

� on or before the applicable regular record date, in the case of a payment of interest, or

� on or before the 16th day prior to stated maturity, or any redemption or repayment date, in the
case of payment of principal or any premium.

You may elect to receive all or only a portion of any interest, principal or premium payment in a specified
currency other than U.S. dollars.

Your participant must, in turn, notify DTC of your election on or before the third DTC business day after
that regular record date, in the case of a payment of interest, and on or before the 12th DTC business day
prior to stated maturity, or on the redemption or repayment date if your note is redeemed or repaid earlier,
in the case of a payment of principal or any premium.

DTC, in turn, will notify the paying agent of your election in accordance with DTC�s procedures.

If complete instructions are received by the participant and forwarded by the participant to DTC, and by
DTC to the paying agent, on or before the dates noted above, the paying agent, in accordance with DTC�s
instructions will make the payments to you or your participant by wire transfer of immediately available
funds to an account maintained by the payee with a bank located in the country issuing the specified
currency or in another jurisdiction acceptable to us and the paying agent.

If the foregoing steps are not properly completed, we expect DTC to inform the paying agent that payment
is to be made in U.S. dollars. In that case, we or our agent will convert the payment to U.S. dollars in the
manner described below under ��Conversion to U.S. Dollars�. We expect that we or our agent will then make
the payment in U.S. dollars to DTC, and that DTC in turn will pass it along to its participants.

Indirect holders of a global note denominated in a currency other than U.S. dollars should consult their
banks or brokers for information on how to request payment in the specified currency.

Payments on Non-Global Notes.    Except as described in the last paragraph under this heading, we will
make payments on notes in non-global form in the applicable specified currency. We will make these
payments by wire transfer of immediately available funds to any account that is maintained in the
applicable specified currency at a bank designated by the holder and is acceptable to us and the trustee. To
designate an account for wire payment, the holder must give the paying agent appropriate wire instructions
at least five business days before the requested wire payment is due. In the case of any interest payment due
on an interest payment date, the instructions must be given by the person or entity who is the holder on the
regular record date. In the case of any other payment, the payment will be made only after the note is
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surrendered to the paying agent. Any instructions, once properly given, will remain in effect unless and
until new instructions are properly given in the manner described above.

If a holder fails to give instructions as described above, we will notify the holder at the address in the
trustee�s records and will make the payment within five business days after the holder provides appropriate
instructions. Any late payment made in these circumstances will be treated under the indenture as if made
on the due date, and no interest will accrue on the late payment from the due date to the date paid.

Although a payment on a note in non�global form may be due in a specified currency other than U.S. dollars,
we will make the payment in U.S. dollars if the holder asks us to do so. To request U.S. dollar payment, the
holder must provide appropriate written notice to the trustee at least five business days before

42

Edgar Filing: NORTHWEST NATURAL GAS CO - Form DEF 14A

Table of Contents 175



Table of Contents

the next due date for which payment in U.S. dollars is requested. In the case of any interest payment due on
an interest payment date, the request must be made by the person or entity who is the holder on the regular
record date. Any request, once properly made, will remain in effect unless and until revoked by notice
properly given in the manner described above.

Book-entry and other indirect holders of a note with a specified currency other than U.S. dollars should
contact their banks or brokers for information about how to receive payments in the specified currency or
in U.S. dollars.

Conversion to U.S. Dollars.    When we are asked by a holder to make payments in U.S. dollars of an
amount due in another currency, either on a global note or a non-global note as described above, the
exchange rate agent described below will calculate the U.S. dollar amount the holder receives in the
exchange rate agent�s discretion.

A holder that requests payment in U.S. dollars will bear all associated currency exchange costs, which will
be deducted from the payment.

When the Specified Currency is Not Available.    If we are obligated to make any payment in a specified
currency other than U.S. dollars, and the specified currency or any successor currency is not available to us
due to circumstances beyond our control�such as the imposition of exchange controls or a disruption in the
currency markets�we will be entitled to satisfy our obligation to make the payment in that specified currency
by making the payment in U.S. dollars, on the basis of the exchange rate determined by the exchange rate
agent described below, in its discretion.

The foregoing will apply to any note, whether in global or non-global form, and to any payment, including
a payment at maturity. Any payment made under the circumstances and in a manner described above will
not result in a default under any note or the relevant indenture.

Exchange Rate Agent.    If we issue a note in a specified currency other than U.S. dollars, we will appoint a
financial institution to act as the exchange rate agent and will name the institution initially appointed when
the note is originally issued in the applicable pricing supplement. We may select Wachovia Bank, National
Association, Wachovia Securities or another of our affiliates to perform this role. We may change the
exchange rate agent from time to time after the original issue date of the note without your consent and
without notifying you of the change.

All determinations made by the exchange rate agent will be at its sole discretion unless we state in the
applicable pricing supplement that any determination requires our approval. In the absence of manifest
error, those determinations will be conclusive for all purposes and binding on you and us, without any
liability on the part of the exchange rate agent.
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Payment When Offices Are Closed

If any payment is due on a note on a day that is not a business day, we will make the payment on the next
day that is a business day. Payments postponed to the next business day in this situation will be treated
under the relevant indenture as if they were made on the original due date. Postponement of this kind will
not result in a default under any note or the indenture, and no interest will accrue on the postponed amount
from the original due date to the next day that is a business day. The term business day has a special
meaning, which we describe above under ��Interest Rates�Special Rate Calculation Terms�.
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Paying Agent

We may appoint one or more financial institutions to act as our paying agents, at whose designated offices
notes in non-global entry form may be surrendered for payment at their maturity. We call each of those
offices a paying agent. We may add, replace or terminate paying agents from time to time. We may also
choose to act as our own paying agent. We have appointed U.S. Bank National Association, at its corporate
trust office in New York City as the initial paying agent. We must notify you of changes in the paying
agents.

Citibank, N.A., acting through its London office (or such other agent appointed in accordance with the
Senior Indenture or the Subordinated Indenture, as the case may be), will act as London paying agent and
London issuing agent.

Unclaimed Payments

Regardless of who acts as paying agent, all money paid by us to a paying agent that remains unclaimed at
the end of two years after the amount is due to a holder will be repaid to us. After that two-year period, the
holder may look only to us for payment and not to the relevant trustee, any other paying agent or anyone
else.

Notices

Notices to be given to holders of a global note will be given only to the depositary, in accordance with its
applicable policies as in effect from time to time. Notices to be given to holders of notes not in global form
will be sent by mail to the respective addresses of the holders as they appear in the relevant trustee�s records,
and will be deemed given when mailed.

Neither the failure to give any notice to a particular holder, nor any defect in a notice given to a particular
holder, will affect the sufficiency of any notice given to another holder.

Book-entry and other indirect holders should consult their banks or brokers for information on how they
will receive notices.

Trustees

Edgar Filing: NORTHWEST NATURAL GAS CO - Form DEF 14A

Table of Contents 178



Either or both of the trustees may resign or be removed with respect to one or more series of notes and a
successor trustee may be appointed to act with respect to that series. (Section 610) In the event that two or
more persons are acting as trustee with respect to different series of notes, each such trustee shall be a
trustee of a trust under the relevant indenture separate and apart from the trust administered by any other
such trustee (Section 611), and any action to be taken by the �trustee� may then be taken by each such trustee
with respect to, and only with respect to, the one or more series of notes for which it is trustee.

In the normal course of business, Wachovia and its subsidiaries conduct banking transactions with the
trustees and their affiliates, and the trustees and their affiliates conduct banking transactions with Wachovia
and its subsidiaries.

Title

Wachovia, the trustees and any of their agents may treat the registered owner of any note as the absolute
owner of that security, whether or not that note is overdue and despite any notice to the contrary, for any
purpose. See �Global Securities�.

Governing Law

The indentures are, and the notes will be, governed by New York law.
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DESCRIPTION OF THE WARRANTS WE MAY OFFER

The following information outlines some of the provisions of the warrant indenture, the warrant agreements
and the warrants. This information may not be complete in all respects and is qualified entirely by
reference to the warrant indenture or the relevant warrant agreement with respect to the warrants of any
particular series. The specific terms of any series of warrants will be described in the applicable
supplements. If so described in the applicable supplements, the terms of that series of warrants may differ
from the general description of terms presented below. Please note that in this section entitled �Description
of the Warrants We May Offer�, references to �Wachovia�, �we�, �us� and �our� refer only to
Wachovia Corporation and not to its subsidiaries. Also, in this section, references to �warrantholders�
mean those who own warrants registered in their own names, on the books that we or the applicable
warrant agent maintain for this purpose, and not those who own beneficial interests in warrants registered
in street name or in warrants issued in book-entry form through one or more depositaries. Owners of
beneficial interest in the warrants should read the section below entitled �Global Securities�.

General

We may issue warrants from time to time in such amounts and in as many distinct series as we wish. We
will issue each series of warrants under either a warrant indenture or a warrant agreement. This section
summarizes terms of the warrant indenture and warrant agreements and terms of the warrants that apply
generally to the warrants. We describe most of the financial and other specific terms of your warrant in the
applicable supplements accompanying this prospectus. Those terms may vary from the terms described
here.

As you read this section, please remember that the specific terms of your warrant as described in the
applicable supplements will supplement and, if applicable, may modify or replace the general terms
described in this section. If there are differences between the applicable supplements and this prospectus,
the applicable supplements will control. Thus, the statements we make in this section may not apply to your
warrant.

When we refer to a series of warrants, we mean all warrants issued as part of the same series under the
applicable indenture or warrant agreement. When we refer to the applicable supplements, we mean the
product supplement or pricing supplement describing the specific terms of the warrant you purchase.

We may issue warrants to purchase our debt securities on terms to be determined at the time of sale. We
refer to these warrants as �debt warrants�.

We may also issue warrants to purchase or sell, or whose cash value is determined by reference to the
performance, price, level or value of, one or more of the following, on terms to be determined at the time of
sale:
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� securities of one or more issuers, including our common stock or other equity securities, or debt
or equity securities of a third party;

� one or more currencies;

� one or more commodities;

� any other financial, economic or other measure or instrument, including the occurrence or
non-occurrence of any event or circumstance; or

� one or more indices or baskets of the items described above.

We refer to these warrants as �universal warrants�.

We refer to the property in the above clauses as �warrant property�. We may satisfy our obligations, if any,
with respect to any warrants by delivering the warrant property or, in the case of warrants to purchase or
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sell securities, commodities or other property, the cash value of the securities or commodities, as described
in the applicable supplement. Unless otherwise required by contract, both types of warrants shall be referred
to as �warrants�.

Legal Ownership

Street Name and Other Indirect Holders

Investors who hold their warrants in accounts at banks or brokers will generally not be recognized by us as
legal holders of warrants. This is called holding in street name. Instead, we would recognize only the bank
or broker, or the financial institution the bank or broker uses to hold its warrants. These intermediary banks,
brokers and other financial institutions pass along warrant property and other payments on the warrants,
either because they agree to do so in their customer agreements or because they are legally required to do
so. If you hold your warrants in street name, you should check with your own institution to find out:

� how it handles warrant payments and notices;

� whether it imposes fees or charges;

� how it would handle voting if it were ever required;

� whether and how you can instruct it to send you warrants registered in your own name so you
can be a direct holder as described below; and

� how it would pursue rights under the warrants if there were a default or other event triggering the
need for holders to act to protect their interests.

Direct Holders

Our obligations, as well as the obligations of the trustee or any warrant agent and those of any third parties
employed by us or the trustee or any warrant agent, under the warrants, the warrant indenture and any
warrant agreement run only to persons who are registered as holders of warrants. As noted above, we do not
have obligations to you if you hold in street name or other indirect means, either because you choose to
hold your warrants in that manner or because the notes are issued in the form of global securities as
described below. For example, once we make payment to the registered holder or the depositary we have no
further responsibility for the payment even if that holder or depositary is legally required to pass the
payment along to you as a street name customer but does not do so.

Global Warrants
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A global warrant is a special type of indirectly held security, as described above under �� Street Name and
Other Indirect Holders�. If we choose to issue warrants in the form of global warrants, the ultimate beneficial
owners of global warrants can only be indirect holders. We require that the global warrant be registered in
the name of a financial institution we select.

We also require that the warrants included in the global warrant not be transferred to the name of any other
direct holder except in the special circumstances described in the section �Global Securities�. The financial
institution that acts as the sole direct holder of the global warrant is called the depositary. Any person
wishing to own a global warrant must do so indirectly by virtue of an account with a broker, bank or other
financial institution that in turn has an account with the depositary. The applicable supplements indicate
whether your series of warrants will be issued only in the form of global warrants.

Further details of legal ownership are discussed in the section �Global Securities� below.

In the remainder of this description �you�, �holder� or �warrantholder� means direct holders
and not street name or other indirect holders of warrants. Indirect holders should read the
previous subsection titled �� Street Name and Other Indirect Holders�.
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Information in Applicable Supplements

The applicable supplements relating to a series of warrants will describe whether the warrants or debt
warrants or universal warrants, whether the warrants are being issued under a warrant indenture or a
warrant agreement, and any other applicable terms, including

� the offering price,

� the currency or currency unit with which the warrants may be purchased and in which any
payments due to or from the warrantholder upon exercise must be made,

� the price at which and the currency with which the warrant property may be purchased or sold
upon the exercise of each warrant, or the method of determining that price,

� whether the warrants are put warrants (entitling the warrantholder to sell the warrant property or
receive the cash value of the right to sell the warrant property), call warrants (entitling the
warrantholder to buy the warrant property or receive the cash value of the right to buy the
warrant property), spread warrants (entitling the warrantholder to receive a cash value
determined by reference to the amount, if any, by which a specified reference value of the
warrant property at the time of exercise exceeds a specified base value of the warrant property)
or another type of warrant, as described in the applicable supplements, and whether you or we
will have the right to exercise the warrants and any conditions or restrictions on the exercise of
the warrants,

� the specific warrant property, including in the case of warrants for the purchase of our debt
securities, the designation, aggregate principal amount, currency and terms of the debt securities
subject to the warrant, as well as the amount or the method for determining the amount of the
warrant property, purchasable or saleable upon exercise of each warrant,

� whether the exercise price may be paid in cash, by the exchange of any other security, debt
security or property offered with the warrants or both and the method of exercising the warrants,

� whether the exercise of the warrants is to be settled in cash or by delivery of the
underlying securities, debt securities, commodities, other property or combination
thereof,

� the dates on which the right to exercise the warrants will commence and expire and, if the
warrants are not continuously exercisable, any dates on which the warrants are not exercisable,

� whether and under what circumstances the warrants may be cancelled by us prior to their
expiration date, in which case the holders will be entitled to receive only the applicable
cancellation amount, which may be either a fixed amount or an amount that varies during the
term of the warrants in accordance with a schedule or formula,
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� the minimum number, if any, of warrants that must be exercised at any one time, other than upon
automatic exercise,

� the maximum number, if any, of warrants that may, subject to election by us, be exercised by all
owners (or by any person or entity) on any day,

� any provisions for the automatic exercise of the warrants at expiration or otherwise,

� if the warrant property is an index or a basket of securities or debt securities, a description of the
index or basket of securities or debt securities as the case may be,

� if the warrant property is an index, the method of providing for a substitute index or indices or
otherwise determining the amount payable if any index changes or ceases to be made available
by its publisher,

� whether, following the occurrence of a market disruption event or force majeure event (as
defined in the applicable supplements), the cash settlement value of a warrant will be determined
on a different basis than under normal circumstances,
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� any applicable United States federal income tax consequences of holding or exercising those
warrants,

� any securities exchange or quotation system on which the warrants or any securities deliverable
upon exercise of the warrants may be listed,

� whether the warrants will be issued in global or certificated form,

� the identities of the trustee or warrant agent, any other depositaries, execution or paying agents,
transfer agents, registrars, determination, or other agents for the warrants, and

� any other terms of the warrants any terms required by or advisable under applicable laws or
regulations.

An investment in a warrant may involve special risks, including risks associated with indexed securities and
currency-related risks if the warrant or the warrant property is linked to an index or is payable in or
otherwise linked to a non-U.S. dollar currency. Warrants are best suited for sophisticated investors. You
should not purchase warrants without fully understanding the legal and economic risks associated with
them. You should consult your legal, tax and financial advisors before investing in warrants. We describe
some of these risks above under �Risk Factors � Risks Relating to Indexed Securities� and �� Risks Relating to
Securities Denominated or Payable or Linked to a Non-U.S. Dollar Currency�.

Because we are a holding company, our ability to perform our obligations on the warrants will depend in
part on our ability to participate in distributions of assets from our subsidiaries. We discuss these matters
above under �Description of the Notes We May Offer � General�.

Our affiliates may resell warrants in market-making transactions after their initial issuance. We discuss
these transactions above under �Description of the Notes We May Offer � Information in the Supplements �
Market-Making Transactions�.

General Provisions of Warrant Indenture

We may issue universal warrants under the warrant indenture. Warrants of this kind will not be secured by
any property or assets of Wachovia. Thus, by owning a warrant issued under the indenture, you hold one of
our unsecured obligations.

The warrants issued under the indenture will be contractual obligations of Wachovia and will rank equally
with all of our other unsecured contractual obligations and unsecured and unsubordinated debt. (Section
301) The indenture does not limit our ability to incur additional contractual obligations or debt.
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The indenture is a contract between us and The Bank of New York, which will initially act as trustee. The
trustee has two main roles:

� First, the trustee can enforce your rights against us if we default. There are some limitations on
the extent to which the trustee acts on your behalf, which we describe later under �� Default�.
(Sections 503 and 504)

� Second, the trustee performs administrative duties for us, such as sending you payments and
notices. (Section 601)

See �� Trustee� below for more information about the trustee.

We May Issue Many Series of Warrants Under the Indenture

We may issue as many distinct series of warrants under the warrant indenture as we wish. This section
summarizes terms of the warrants that apply generally to all series. The provisions of the indenture allow us
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not only to issue warrants with terms different from those of warrants previously issued under the indenture,
but also to �reopen� a previously issued series of warrants and issue additional warrants of that series.

Amounts That We May Issue

The warrant indenture does not limit the aggregate number of warrants that we may issue or the number of
series or the aggregate amount of any particular series. We may issue warrants and other securities at any
time without your consent and without notifying you.

The indenture and the warrants do not limit our ability to incur other contractual obligations or indebtedness
or to issue other securities. Also, the terms of the warrants do not impose financial or similar restrictions.

Expiration Date and Payment or Settlement Date

The term �expiration date� with respect to any warrant means the date on which the right to exercise the
warrant expires. The term �payment or settlement date� with respect to any warrant means the date when any
money or warrant property with respect to that warrant becomes payable or deliverable upon exercise or
redemption of that warrant in accordance with its terms.

This Section Is Only a Summary

The warrant indenture and its associated documents, including your warrant, contain the full legal text of
the matters described in this section and the applicable supplements. We have filed a copy of the indenture
with the SEC as an exhibit to our registration statement. See �Where You Can Find More Information� above
for information on how to obtain a copy of it.

This section and the applicable supplements summarize all the material terms of the indenture and your
warrant. They do not, however, describe every aspect of the indenture and your warrant. For example, in
this section and the applicable supplements, we use terms that have been given special meaning in the
indenture, but we describe the meaning for only certain of those terms.

Currency of Warrants

Amounts that become due and payable on your warrant may be payable in a currency, composite currency,
basket of currencies or currency unit or units specified in the applicable supplements. (Section 301) We
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refer to this currency, composite currency, basket of currencies or currency unit or units as a �specified
currency�. The specified currency for your warrant will be U.S. dollars, unless the applicable supplement
states otherwise. You will have to pay for your warrant by delivering the requisite amount of the specified
currency to Wachovia Bank National Association, Wachovia Securities or another firm that we name in the
applicable supplements, unless other arrangements have been made between you and us or you and that
firm. We will make payments on your warrants in the specified currency, except as described below in ��
Payment Mechanics�. See �Risk Factors � Risks Relating to Securities Denominated or Payable or Linked to a
Non-U.S. Dollar Currency� above for more information about risks of investing in warrants of this kind.

Default

You will have special rights if an event of default with respect to your warrant occurs and is continuing, as
described in this subsection.

Events of Default.    Unless the applicable supplement says otherwise, when we refer to an event of default
with respect to any warrant, we mean that, upon satisfaction by the holder of the warrant of all
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conditions precedent to our relevant obligation or covenant to be satisfied by the holder, any of the
following occurs: (Section 501)

� We do not pay any money or deliver any warrant property with respect to that warrant on the
payment or settlement date in accordance with the terms of that warrant;

� We file for bankruptcy or other events of bankruptcy, insolvency or reorganization relating to
Wachovia Corporation occur. Those events must arise under U.S. federal or state law, unless we
merge, consolidate or sell our assets as described above and the successor firm is a non-U.S.
entity. If that happens, then those events must arise under U.S. federal or state law or the law of
the jurisdiction in which the successor firm is legally organized; or

� If the applicable supplements state that any additional event of default applies to the series, that
event of default occurs.

If we do not pay any money or deliver any warrant property when due with respect to a particular warrant
of a series, as described in the first bullet point above, that failure to make a payment or delivery will not
constitute an event of default with respect to any other warrant of the same series or any other series.

In no case will holders or the trustee be entitled, whether by reason of a default or otherwise, to demand or
accelerate the payment or delivery of any money or warrant property by us in respect of any warrant before
it is otherwise due in accordance with the terms of that warrant. (Section 502)

Remedies If an Event of Default Occurs.    If an event of default occurs, the trustee will have special
duties. In that situation, the trustee will be obligated to use those of its rights and powers under the
indenture, and to use the same degree of care and skill in doing so, that a prudent person would use in that
situation in conducting his or her own affairs.

Except as described in the prior paragraph, the trustee is not required to take any action under the indenture
at the request of any holders unless the holders offer the trustee reasonable protection from expenses and
liability. This is called an indemnity. If the trustee is provided with an indemnity reasonably satisfactory to
it, the holders of a majority in number of all warrants of the relevant series may direct the time, method and
place of conducting any lawsuit or other formal legal action seeking any remedy available to the trustee
with respect to that series. These majority holders may also direct the trustee in performing any other action
under the indenture with respect to the warrants of that series.

Before you bypass the trustee and bring your own lawsuit or other formal legal action or take other steps to
enforce your rights or protect your interests relating to any warrant, all of the following must occur:
(Section 506)

�
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The holder of your warrant must give the trustee written notice that an event of default has
occurred, and the event of default must not have been cured or waived;

� The holders of not less than 25% in number of all warrants of your series must make a written
request that the trustee take action because of the default, and they or other holders must offer to
the trustee indemnity reasonably satisfactory to the trustee against the cost and other liabilities of
taking that action;

� The trustee must not have taken action for 60 days after the above steps have been taken; and

� During those 60 days, the holders of a majority in number of the warrants of your series must not
have given the trustee directions that are inconsistent with the written request of the holders of
not less than 25% in number of the warrants of your series.

You are entitled at any time to bring a lawsuit for the payment of any money or delivery of any warrant
property due on your warrant on or after its payment or settlement date.
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Nothing in the indenture or any warrant prevents us from enforcing any obligations of holders, including to
make any payments or deliver any warrant property if required under the terms of the relevant warrants.

Waiver of Default.    The holders of not less than a majority in number of the warrants of a series may
waive a default for all warrants of that series. If this happens, the default will be treated as if it has not
occurred. (Section 512) No one can waive a default in payment of any money or delivery of any warrant
property due on any warrant, however, without the approval of the particular holder of that warrant.

Book-entry and other indirect owners should consult their banks or brokers for information on
how to give notice or direction to or make a request of the trustee. Book-entry and other indirect
owners are described below under �Global Securities�.

Modification and Waiver

There are three types of changes we can make to the warrant indenture and the warrants of any series issued
under that indenture.

Changes Requiring Each Holder�s Approval.    First, there are changes that cannot be made without the
approval of each holder of a warrant affected by the change. Here is a list of those types of changes:
(Section 902)

� change the exercise price of the warrant;

� change the terms of any warrant with respect to the payment or settlement date of the warrant;

� reduce the amount of money payable or reduce the amount or change the kind of warrant
property deliverable upon the exercise of the warrant or any premium payable upon redemption
of the warrant;

� change the currency of any payment on a warrant;

� change the place of payment on a warrant;

� permit redemption of a warrant if not previously permitted;

� impair a holder�s right to exercise its warrant, or sue for payment of any money payable or
delivery of any warrant property deliverable with respect to its warrant on or after the payment or
settlement date or, in the case of redemption, the redemption date;
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� if any warrant provides that the holder may require us to repurchase the warrant, impair the
holder�s right to require repurchase of the warrant;

� reduce the percentage in number of the warrants of any one or more affected series, taken
separately or together, as applicable, the approval of whose holders is needed to change the
indenture or those warrants;

� reduce the percentage in number of the warrants of any one or more affected series, taken
separately or together, as applicable, the consent of whose holders is needed to waive our
compliance with the indenture or to waive defaults; and

� change the provisions of the indenture dealing with modification and waiver in any other respect,
except to increase any required percentage referred to above or to add to the provisions that
cannot be changed or waived without approval of the holder of each affected warrant.

Changes Not Requiring Approval.    The second type of change does not require any approval by holders
of the warrants of an affected series. These changes are limited to clarifications and changes that would not
adversely affect the warrants of that series in any material respect. Nor do we need any approval to make
changes that affect only warrants to be issued under the indenture after the changes take effect.
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We may also make changes or obtain waivers that do not adversely affect a particular warrant, even if they
affect other warrants. In those cases, we do not need to obtain the approval of the holder of that warrant; we
need only obtain any required approvals from the holders of the affected warrants. (Section 901)

Changes Requiring Majority Approval.    Any other change to the indenture and the warrants issued under
the indenture would require the following approval:

� If the change affects only the warrants of a particular series, it must be approved by the holders
of a majority in number of the warrants of that series

� If the change affects the warrants of more than one series issued under the indenture, it must be
approved by the holders of a majority in number of all series affected by the change, with the
warrants of all the affected series voting together as one class for this purpose.

In each case, the required approval must be given by written consent.

Book-entry and other indirect owners should consult their banks or brokers for information on
how approval may be granted or denied if we seek to change the warrant indenture or any
warrants or request a waiver.

Special Rules for Action by Holders

When holders take any action under the warrant indenture, such as giving a notice of default, approving any
change or waiver or giving the trustee an instruction, we will apply the following rules.

Only Outstanding Warrants Are Eligible.    Only holders of outstanding warrants of the applicable series
will be eligible to participate in any action by holders of warrants of that series. Also, we will count only
outstanding warrants in determining whether the various percentage requirements for taking action have
been met. For these purposes, a warrant will not be �outstanding�:

� if it has been surrendered for cancellation;

� if it has been called for redemption;

� if we have deposited or set aside, in trust for its holder, money or warrant property for its
payment or settlement; or

�
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if we or one of our affiliates, such as Wachovia Bank, National Association or Wachovia
Securities is the owner.

Determining Record Dates for Action by Holders.    We will generally be entitled to set any day as a
record date for the purpose of determining the holders that are entitled to take action under the indenture. In
certain limited circumstances, only the trustee will be entitled to set a record date for action by holders. If
we or the trustee set a record date for an approval or other action to be taken by holders, that vote or action
may be taken only by persons or entities who are holders on the record date and must be taken during the
period that we specify for this purpose, or that the trustee specifies if it sets the record date. We or the
trustee, as applicable, may shorten or lengthen this period from time to time. This period, however, may not
extend beyond the 180th day after the record date for the action. In addition, record dates for any global
warrant may be set in accordance with procedures established by the depositary from time to time.
Accordingly, record dates for global warrants may differ from those for other warrants. (Section 104)

Redemption

We will not be entitled to redeem your warrant before its expiration date unless the applicable supplement
specifies a redemption commencement date.
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If the applicable supplement specifies a redemption commencement date, it will also specify one or more
redemption prices. It may also specify one or more redemption periods during which the redemption prices
relating to a redemption of warrants during those periods will apply.

If the applicable supplement specifies a redemption commencement date, your warrant will be redeemable
at our option at any time on or after that date or at a specified time or times. If we redeem your warrant, we
will do so at the specified redemption price. If different prices are specified for different redemption
periods, the price we pay will be the price that applies to the redemption period during which your warrant
is redeemed.

If we exercise an option to redeem any warrant, we will give to the holder written notice of the redemption
price of the warrant to be redeemed, not less than 30 days nor more than 60 days before the applicable
redemption date or within any other period before the applicable redemption date specified in the applicable
supplement. (Section 1104) We will give the notice in the manner described below in �� Notices�.

We or our affiliates may purchase warrants from investors who are willing to sell from time to time, either
in the open market at prevailing prices or in private transactions at negotiated prices. Warrants that we or
they purchase may, at our discretion, be held, resold or canceled.

Form, Exchange and Transfer

We will issue each warrant in global � i.e., book-entry � form only, unless we say otherwise in the applicable
supplement. Warrants in book-entry form will be represented by a global security registered in the name of
a depositary, which will be the holder of all the warrants represented by the global security. Those who own
beneficial interests in a global warrant will do so through participants in the depositary�s system, and the
rights of these indirect owners will be governed solely by the applicable procedures of the depositary and its
participants. We describe book-entry securities below under �Global Securities�.

If a warrant is issued as a registered global warrant, only the depositary � e.g., DTC, Euroclear and
Clearstream � will be entitled to transfer and exchange the warrant as described in this subsection, since the
depositary will be the sole holder of the warrant.

If any warrants cease to be issued in registered global form, they will be issued:

� only in fully registered form; and

� only in the denominations specified in your prospectus supplement.
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Holders may exchange their warrants for warrants of smaller denominations or combined into fewer
warrants of larger denominations, as long as the total number of warrants is not changed.

Holders may exchange or transfer their warrants at the office of the trustee. They may also replace lost,
stolen, destroyed or mutilated warrants at that office. We have appointed the trustee to act as our agent for
registering warrants in the names of holders and transferring and replacing warrants. We may, without your
approval, appoint another entity to perform these functions or perform them ourselves.

Holders will not be required to pay a service charge to transfer or exchange their warrants, but they may be
required to pay for any tax or other governmental charge associated with the transfer or exchange. The
transfer or exchange, and any replacement, will be made only if our transfer agent is satisfied with the
holder�s proof of legal ownership. The transfer agent may require an indemnity before replacing any
warrants.

If we have the right to redeem, accelerate or settle any warrants before their expiration, and we exercise our
right as to less than all those warrants, we may block the transfer or exchange of those warrants during the
period beginning 15 days before the day we mail the notice of exercise and ending on the day of that
mailing or during any other period specified in the applicable prospectus supplement, in order to freeze the
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list of holders to prepare the mailing. We may also refuse to register transfers of or exchange any warrant
selected for early settlement, except that we will continue to permit transfers and exchanges of the unsettled
portion of any warrant being partially settled.

If we have designated additional transfer agents for your warrant, they will be named in the applicable
supplement. We may, without your approval, appoint additional transfer agents or cancel the appointment
of any particular transfer agent. We may also approve a change in the office through which any transfer
agent acts.

The rules for exchange described above apply to exchange of warrants for other warrants of the same series
and kind. If a warrant is exercisable for a different kind of security, such as one that we have not issued, or
for other property, the rules governing that type of exercise will be described in the applicable supplement.

Payment Mechanics

Who Receives Payment?    If money is due on a warrant at its payment or settlement date, we will pay the
amount to the holder of the warrant against surrender of the warrant at a proper place of payment or, in the
case of a global warrant, in accordance with the applicable policies of the depositary, Euroclear and
Clearstream, as applicable.

How We Will Make Payments Due in U.S. Dollars.    We will follow the practice described in this
subsection when paying amounts due in U.S. dollars. Payments of amounts due in other currencies will be
made as described in the next subsection.

� Payments on Global Warrants.    We will make payments on a global warrant in accordance
with the applicable policies of the depositary as in effect from time to time. Under those policies,
we will pay directly to the depositary, or its nominee, and not to any indirect owners who own
beneficial interests in the global warrant. An indirect owner�s right to receive those payments will
be governed by the rules and practices of the depositary and its participants, as described in the
section entitled �Global Securities�.

� Payments on Non-Global Warrants.    We will make payments on a warrant in non-global,
registered form as follows. We will make all payments by check at the paying agent described
below, against surrender of the warrant. All payments by check will be made in next-day funds �
i.e., funds that become available on the day after the check is cashed.

Alternatively, if a non-global warrant has an original issue price of at least $1,000,000 and the
holder asks us to do so, we will pay any amount that becomes due on the warrant by wire transfer
of immediately available funds to an account at a bank in New York City, on the payment or
settlement date. To request wire payment, the holder must give the paying agent appropriate wire
transfer instructions at least five business days before the requested wire payment is due.
Payment will be made only after the warrant is surrendered to the paying agent.
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Book-entry and other indirect owners should consult their banks or brokers for information on
how they will receive payments on their warrants.

How We Will Make Payments Due in Other Currencies.    We will follow the practice described in this
subsection when paying amounts that are due in a specified currency other than U.S. dollars.

� Payments on Global Warrants.    We will make payments on a global warrant in the applicable
specified currency in accordance with the applicable policies as in effect from time to time of the
depositary, which may be DTC, Euroclear or Clearstream. Unless we specify otherwise in the
applicable supplement, The Depository Trust Company, New York, New York, known as DTC,
will be the depositary for all warrants in global form.
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Indirect owners of a global warrant denominated in a currency other than U.S. dollars should
consult their banks or brokers for information on how to request payment in the specified
currency in cases where holders have a right to do so.

� Payments on Non-Global Warrants. Except as described in the last paragraph under this
heading, we will make payments on warrants in non-global form in the applicable specified
currency. We will make these payments by wire transfer of immediately available funds to any
account that is maintained in the applicable specified currency at a bank designated by the holder
and is acceptable to us and the trustee. To designate an account for wire payment, the holder
must give the paying agent appropriate wire instructions at least five business days before the
requested wire payment is due. The payment will be made only after the warrant is surrendered
to the paying agent.

If a holder fails to give instructions as described above, we will notify the holder at the address in
the trustee�s records and will make the payment within five business days after the holder
provides appropriate instructions. Any late payment made in these circumstances will be treated
under the indenture as if made on the payment or settlement date, and no interest will accrue on
the late payment from the payment or settlement date to the date paid.

Although a payment on a warrant in non-global form may be due in a specified currency other
than U.S. dollars, we will make the payment in U.S. dollars if your prospectus supplement
specifies that holders may ask us to do so and you make such a request. To request U.S. dollar
payment in these circumstances, the holder must provide appropriate written notice to the trustee
at least five business days before the payment or settlement date for which payment in U.S.
dollars is requested.

Book-entry and other indirect owners of a warrant with a specified currency other than U.S.
dollars should contact their banks or brokers for information about how to receive payments in
the specified currency or in U.S. dollars.

Conversion to U.S. Dollars.    Unless otherwise indicated in the applicable supplements, holders are not
entitled to receive payments in U.S. dollars of an amount due in another currency, either on a global warrant
or a non-global warrant.

If the applicable supplement specifies that holders may request that we make payments in U.S. dollars of an
amount due in another currency, the exchange rate agent described below will calculate the U.S. dollar
amount the holder receives in the exchange rate agent�s discretion. A holder that requests payment in U.S.
dollars will bear all associated currency exchange costs, which will be deducted from the payment.

When the Specified Currency Is Not Available.    If we are obligated to make any payment in a specified
currency other than U.S. dollars, and the specified currency or any successor currency is not available to us
due to circumstances beyond our control � such as the imposition of exchange controls or a disruption in the
currency markets � we will be entitled to satisfy our obligation to make the payment in that specified
currency by making the payment in U.S. dollars, on the basis of the exchange rate determined by the
exchange rate agent described below, in its discretion.
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The foregoing will apply to any warrant, whether in global or non-global form, and to any payment,
including a payment at the payment or settlement date. Any payment made under the circumstances and in a
manner described above will not result in a default under any warrant or the indenture.

Exchange Rate Agent.    If we issue a warrant in a specified currency other than U.S. dollars, we will
appoint a financial institution to act as the exchange rate agent and will name the institution initially
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appointed when the warrant is originally issued in the applicable supplement. We may select Wachovia
Bank, National Association, Wachovia Securities or another of our affiliates to perform this role. We may
change the exchange rate agent from time to time after the original issue date of the warrant without your
consent and without notifying you of the change.

All determinations made by the exchange rate agent will be in its sole discretion unless we state in the
applicable supplements that any determination requires our approval. In the absence of manifest error, those
determinations will be conclusive for all purposes and binding on you and us, without any liability on the
part of the exchange rate agent.

Payment When Offices Are Closed.    If any payment or delivery of warrant property is due on a warrant on
a day that is not a business day, we will make the payment or delivery on the next day that is a business
day. Payments or deliveries postponed to the next business day in this situation will be treated under the
indenture as if they were made on the original payment or settlement date. Postponement of this kind will
not result in a default under any warrant or the indenture, and no interest will accrue on the postponed
amount from the original payment or settlement date to the next day that is a business day. (Section 114)

The term �business day� means, for any warrant, a day that meets all the following applicable requirements:

� for all warrants, is a Monday, Tuesday, Wednesday, Thursday or Friday that is not a day on
which banking institutions in New York City are authorized or obligated by law or executive
order to close and that satisfies any other criteria specified in supplement; (Section 101)

� if the warrant has a specified currency other than U.S. dollars or euros, is also a day on which
banking institutions are not authorized or obligated by law, regulation or executive order to close
in the principal financial center of the country issuing the specified currency;

� if the warrant is held through Euroclear, is also not a day on which banking institutions in
Brussels, Belgium are generally authorized or obligated by law, regulation or executive order to
close; and

� if the warrant is held through Clearstream, is also not a day on which banking institutions in
Luxembourg are generally authorized or obligated by law, regulation or executive order to close.

Paying Agent.    We may appoint one or more financial institutions to act as our paying agents, at whose
designated offices warrants in non-global form may be surrendered for payment at their payment or
settlement date. We call each of those offices a paying agent. We may add, replace or terminate paying
agents from time to time. We may also choose to act as our own paying agent. Initially, we have appointed
the trustee, at its corporate trust office in New York City, as the paying agent. We must notify the trustee of
changes in the paying agents.
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Unclaimed Payments.    Regardless of who acts as paying agent, all money paid or warrant property
delivered by us to a paying agent that remains unclaimed at the end of two years after the amount is due to a
holder will be repaid or redelivered to us. After that two-year period, the holder may look only to us for
payment of any money or delivery of any warrant property, and not to the trustee, any other paying agent or
anyone else.

Notices

Notices to be given to holders of a global warrant will be given only to the depositary, in accordance with
its applicable policies as in effect from time to time. Notices to be given to holders of warrants not in global
form will be sent by mail to the respective addresses of the holders as they appear in the trustee�s records,
and will be deemed given when mailed. Neither the failure to give any notice to a particular holder, nor any
defect in a notice given to a particular holder, will affect the sufficiency of any notice given to another
holder. (Section 106)
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Governing Law

The warrant indenture and the warrants will be governed by New York law. (Section 113)

Book-entry and other indirect owners should consult their banks or brokers for information on
how they will receive notices.

Trustee

The Bank of New York has provided commercial banking and other services for us and our affiliates in the
past and may do so in the future. Among other things, The Bank of New York provides us with a line of
credit, holds debt securities issued by us and serves as trustee or agent with regard to other warrants and
debt obligations of Wachovia Corporation or its subsidiaries.

The Bank of New York is initially serving as the trustee for the warrants issued under the warrant indenture
and for our senior debt securities and subordinated debt securities. Consequently, if an actual or potential
event of default occurs with respect to any of these securities, the trustee may be considered to have a
conflicting interest for purposes of the Trust Indenture Act of 1939. In that case, the trustee may be required
to resign under one or more of the indentures, and we would be required to appoint a successor trustee. For
this purpose, a �potential� event of default means an event that would be an event of default if the
requirements for giving us default notice or for the default having to exist for a specific period of time were
disregarded.

The trustee will not be liable for special, indirect, consequential or punitive damages and will not be liable
for any failure of its obligations caused by circumstances beyond its reasonable control. The trustee will
also have a lien senior to the warrants for payment of its compensation and expenses on any money or
warrant property held by it in that capacity, except for any money or warrant property held in trust for the
payment of any amounts due on the warrants.

General Provisions of Warrant Agreements

We may issue debt warrants and some universal warrants in one or more series under one or more warrant
agreements, each to be entered into between us and a bank, trust company or other financial institution as
warrant agent. We may add, replace or terminate warrant agents from time to time. We may also choose to
act as our own warrant agent. We will describe the warrant agreement under which we issue any warrants in
the applicable supplement, and we will file that agreement with the SEC, either as an exhibit to an
amendment to the registration statements of which this prospectus is a part or as an exhibit to a current
report on Form 8-K. See �Where You Can Find More Information� above for information on how to obtain a
copy of a warrant agreement when it is filed.
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We may also issue universal warrants under the warrant indenture. For these universal warrants, the
applicable provisions of the warrant indenture described above would apply instead of the provisions
described in this section.

Enforcement of Rights

The warrant agent under a warrant agreement will act solely as our agent in connection with the warrants
issued under that agreement. The warrant agent will not assume any obligation or relationship of agency or
trust for or with any holders of those warrants. Any holder of warrants may, without the consent of any
other person, enforce by appropriate legal action, on its own behalf, its right to exercise those warrants in
accordance with their terms. No holder of any warrant will be entitled to any rights of a holder of the debt
securities or warrant property purchasable upon exercise of the warrant, including any right to receive
payments on those debt securities or warrant property or to enforce any covenants or rights in the relevant
indenture or any other agreement.
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Modifications Without Consent of Holders

We and the applicable warrant agent may amend any warrant or warrant agreement without the consent of
any holder:

� to cure any ambiguity;

� to cure, correct or supplement any defective or inconsistent provision; or

� to make any other change that we believe is necessary or desirable and will not adversely affect
the interests of the affected holders in any material respect.

We do not need any approval to make changes that affect only warrants to be issued after the changes take
effect. We may also make changes that do not adversely affect a particular warrant in any material respect,
even if they adversely affect other warrants in a material respect. In those cases, we do not need to obtain
the approval of the holder of the unaffected warrant; we need only obtain any required approvals from the
holders of the affected warrants.

Modifications with Consent of Holders

We may not amend any particular warrant or a warrant agreement with respect to any particular warrant
unless we obtain the consent of the holder of that warrant, if the amendment would:

� change the exercise price of the warrant;

� change the kind or reduce the amount of the warrant property or other consideration receivable
upon exercise, cancellation or expiration of the warrant;

� shorten, advance or defer the period of time during which the holder may exercise the warrant or
otherwise impair the holder�s right to exercise the warrant; or

� reduce the percentage of outstanding, unexpired warrants of any series or class the consent of
whose holders is required to amend the series or class, or the applicable warrant agreement with
regard to that series or class, as described below.

Any other change to a particular warrant agreement and the warrants issued under that agreement would
require the following approval:
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� If the change affects only the warrants of a particular series issued under that agreement, the
change must be approved by the holders of a majority of the outstanding, unexpired warrants of
that series.

� If the change affects the warrants of more than one series issued under that agreement, the
change must be approved by the holders of a majority of all outstanding, unexpired warrants of
all series affected by the change, with the warrants of all the affected series voting together as
one class for this purpose.

In each case, the required approval must be given in writing.

Warrant Agreement Will Not Be Qualified Under Trust Indenture Act

No warrant agreement will be qualified as an indenture, and no warrant agent will be required to qualify as
a trustee, under the Trust Indenture Act. Therefore, holders of warrants issued under a warrant agreement
will not have the protection of the Trust Indenture Act with respect to their warrants.

Mergers and Similar Transactions Permitted; No Restrictive Covenants or Events of Default

The warrant agreements and any warrants issued under the warrant agreements will not restrict our ability
to merge or consolidate with, or sell our assets to, another United States corporation or other entity or to
engage in any other transactions. If at any time we merge or consolidate with, or sell our assets substantially
as an entirety to, another corporation or other entity, the successor entity will succeed to and
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assume our obligations under the warrants and warrant agreements. We will then be relieved of any further
obligation under the warrants and warrant agreements.

The warrant agreements and any warrants issued under the warrant agreements will not provide for any
events of default or remedies upon the occurrence of any events of default.

Governing Law

Each warrant agreement and any warrants issued under the warrant agreements will be governed by New
York law.

Form, Exchange and Transfer

We will issue each warrant in global � i.e., book-entry � form only, unless we specify otherwise in the
applicable supplement. Warrants in book-entry form will be represented by a global security registered in
the name of a depositary, which will be the holder of all the warrants represented by the global security.
Those who own beneficial interests in a global warrant will do so through participants in the depositary�s
system, and the rights of these indirect owners will be governed solely by the applicable procedures of the
depositary and its participants. We describe book-entry securities below under �Global Securities�.

In addition, we will issue each warrant in registered form, unless we say otherwise in the applicable
supplement.

If any warrants are issued in non-global form, the following will apply to them:

The warrants will be issued in fully registered form in denominations stated in the applicable prospectus
supplement. Holders may exchange their warrants for warrants of smaller denominations or combined into
fewer warrants of larger denominations, as long as the total number of warrants is not changed.

Holders may exchange or transfer their warrants at the office of the warrant agent. They may also replace
lost, stolen, destroyed or mutilated warrants at that office. We may appoint another entity to perform these
functions or perform them ourselves.

Holders will not be required to pay a service charge to transfer or exchange their warrants, but they may be
required to pay any tax or other governmental charge associated with the transfer or exchange. The transfer
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or exchange, and any replacement, will be made only if our transfer agent is satisfied with the holder�s proof
of legal ownership. The transfer agent may also require an indemnity before replacing any warrants.

If we have the right to redeem, accelerate or settle any warrants before their expiration, and we exercise our
right as to less than all those warrants, we may block the transfer or exchange of those warrants during the
period beginning 15 days before the day we mail the notice of exercise and ending on the day of that
mailing, in order to freeze the list of holders to prepare the mailing. We may also refuse to register transfers
of or exchange any warrant selected for early settlement, except that we will continue to permit transfers
and exchanges of the unsettled portion of any warrant being partially settled.

Only the depositary will be entitled to transfer or exchange a warrant in global form, since it will be the sole
holder of the warrant.

Payments and Notices

In making payments and giving notices with respect to our warrants issued under warrant agreements, we
will follow the procedures we plan to use with respect to our warrants issued under the warrant indenture,
where applicable. We describe these procedures above under �� General Provisions of Warrant Indenture �
Payment Mechanics� and �� Notices�.
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Calculation Agents

Calculations relating to the warrants will be made by the calculation agent, an institution that we appoint as
our agent for this purpose. That institution may be an affiliate of ours, such as Wachovia Bank, National
Association or Wachovia Securities. We may appoint a different institution to serve as calculation agent
from time to time after the original issue date of the warrant without your consent and without notifying you
of the change. The initial calculation agent will be identified in the applicable supplements.

GLOBAL SECURITIES

We will issue each security in book-entry form only. Each security issued in book-entry form will be
represented by a global security that we deposit with and register in the name of one or more financial
institutions or clearing systems, or their nominees, which we select. A financial institution or clearing
system that we select for this purpose is called the �depositary� for that security. A security will usually have
only one depositary but it may have more.

Each series of securities will have one or more of the following as the depositaries.

� The Depository Trust Company, New York, New York, which is known as �DTC�;

� The Bank of New York holding the notes on behalf of Euroclear Bank S.A./N.V., as operator of
the Euroclear system, which is known as �Euroclear�;

� Citibank, N.A. holding the notes on behalf of Clearstream Banking, société anonyme,
Luxembourg, which is known as �Clearstream�; and

� any other clearing system or financial institution named in the applicable pricing supplement.

The depositaries named above may also be participants in one another�s system. Thus, for example, if DTC
is the depositary for a global security, investors may hold beneficial interests in that security through
Euroclear or Clearstream, as DTC participants. The depositary or depositaries for your securities will be
named in the applicable supplements; if none is named, the depositary will be DTC.

A global security may not be transferred to or registered in the name of anyone other than the depositary or
its nominee, unless special termination situations arise. We describe those situations below under ��Holder�s
Option to Obtain a Non-Global Securities; Special Situations When a Global Security Will Be Terminated�.
As a result of these arrangements, the depositary, or its nominee, will be the sole registered owner and
holder of all securities represented by a global security, and investors will be permitted to own only indirect
interests in a global security. Indirect interests must be held by means of an account with a broker, bank or
other financial institution that in turn has an account with the depositary or with another institution that
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does. Thus, an investor whose security is represented by a global security will not be a holder of the
security, but only an indirect owner of an interest in the global security.

If the applicable supplements for a particular security indicate that the security will be issued in global form
only, then the security will be represented by a global security at all times unless and until the global
security is terminated. We describe the situations in which this can occur below under ��Holder�s Option to
Obtain a Non-Global Security; Special Situations When a Global Security Will Be Terminated�. If
termination occurs, we may issue the securities through another book-entry clearing system or decide that
the securities may no longer be held through any book-entry clearing system.

DTC has informed Wachovia that it is a limited-purpose trust company organized under the New York
Banking Law, a �banking organization� within the meaning of the New York Banking Law, a member of the
Federal Reserve System, a �clearing corporation� within the meaning of the New York Uniform Commercial
Code, and a �clearing agency� registered pursuant to the provisions of Section 17A of the Exchange Act.
DTC holds securities that DTC participants deposit with DTC. DTC also facilitates the settlement among
DTC participants of securities transactions, such as transfers and pledges, in deposited securities through
electronic computerized book-entry changes in DTC participants� accounts, thereby eliminating the need for
physical
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movement of certificates. DTC participants include securities brokers and dealers, banks, trust companies
and clearing corporations, and may include other organizations. DTC is owned by a number of its direct
participants and by the New York Stock Exchange, Inc., the American Stock Exchange, LLC and the
National Association of Securities Dealers, Inc. Indirect access to the DTC system also is available to others
such as banks, brokers, dealers and trust companies that clear through or maintain a custodial relationship
with a participant, either directly or indirectly. The rules applicable to DTC and DTC participants are on file
with the Commission.

Special Considerations for Global Securities

As an indirect owner, an investor�s rights relating to a global security will be governed by the account rules
of the depositary and those of the investor�s financial institution or other intermediary through which it holds
its interest (e.g., Euroclear or Clearstream, if DTC is the depositary), as well as general laws relating to
security transfers. We do not recognize this type of investor or any intermediary as a holder of securities
and instead deal only with the depositary that holds the global security.

If notes are issued only in the form of a global security, an investor should be aware of the following:

� An investor cannot cause the securities to be registered in his or her own name, and cannot
obtain non-global certificates for his or her interest in the securities, except in the special
situations we describe below;

� An investor will be an indirect holder and must look to his or her own bank or broker for
payments on the securities and protection of his or her legal rights relating to the security, as we
describe above under �Description of the Notes We May Offer�Legal Ownership� and �Description
of the Warrants We May Offer�Legal Ownership�;

� An investor may not be able to sell interests in the securities to some insurance companies and
other institutions that are required by law to own their securities in non-book-entry form;

� An investor may not be able to pledge his or her interest in a global security in circumstances
where certificates representing the securities must be delivered to the lender or other beneficiary
of the pledge in order for the pledge to be effective;

� The depositary�s policies will govern payments, deliveries, transfers, exchanges, notices and other
matters relating to an investor�s interest in a global security, and those policies may change from
time to time. We and the relevant trustee, any paying agent, any registrar, or any other agent of
us or the relevant trustee will have no responsibility or liability for any aspect of the depositary�s
policies, actions or records or ownership interests in a global security. We and the trustees also
do not supervise the depositary in any way;

� The depositary will require that those who purchase and sell interests in a global security within
its book-entry system use immediately available funds and your broker or bank may require you
to do so as well; and
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� Financial institutions that participate in the depositary�s book-entry system and through which an
investor holds its interest in the global securities, directly or indirectly, may also have their own
policies affecting payments, deliveries, transfers, exchanges, notices and other matters relating to
the securities, and those policies may change from time to time. For example, if you hold an
interest in a global security through Euroclear or Clearstream, when DTC is the depositary,
Euroclear or Clearstream, as applicable, will require those who purchase and sell interests in that
security through them to use immediately available funds and comply with other policies and
procedures, including deadlines for giving instructions as to transactions that are to be effected
on a particular day. There may be more than one financial intermediary in the chain of ownership
for an investor. We do not monitor and are not responsible for the policies or actions or records
of ownership interests of any of those intermediaries.
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Holder�s Option to Obtain a Non-Global Security; Special Situations When a Global Security Will Be
Terminated

If we issue any series of securities in book-entry form but we choose to give the beneficial owners of that
series the right to obtain non-global securities, any beneficial owner entitled to obtain non-global securities
may do so by following the applicable procedures of the depositary for that series and that owner�s bank,
broker or other financial institution through which that owner holds its beneficial interest in the securities. If
you are entitled to request a non-global certificate and wish to do so, you will need to allow sufficient lead
time to enable us or our agent to prepare the requested certificate.

In addition, in a few special situations described below, a global security will be terminated and interests in
it will be exchanged for certificates in non-global form representing the securities it represented. After that
exchange, the choice of whether to hold the securities directly or in street name will be up to the investor.
Investors must consult their own banks or brokers to find out how to have their interests in a global security
transferred on termination to their own names, so that they will be holders. We have described the rights of
holders and street name investors above under �Description of the Notes We May Offer�Legal Ownership� and
�Description of the Warrants We May Offer�Legal Ownership�.

Unless otherwise mentioned in the relevant pricing supplement, the special situations for termination of a
global security are as follows:

� if the depositary notifies Wachovia that it is unwilling, unable or no longer qualified to continue as
depositary for that global security;

� if Wachovia executes and delivers to the relevant trustee an order complying with the requirements
of the relevant indenture that this global security shall be so exchangeable; or

� if there has occurred and is continuing a default in the payment of any amount due in respect of the
securities or an event of default or an event that, with the giving of notice or lapse of time, or both,
would constitute an event of default with respect to these securities.

If a global security is terminated, only the depositary, and not we or the relevant trustee, is responsible for
deciding the names of the institutions in whose names the securities represented by the global security will
be registered and, therefore, who will be the holders of those securities.

Considerations Relating to Clearstream and Euroclear

Clearstream and Euroclear are securities clearance systems in Europe. Clearstream and Euroclear have
informed Wachovia that Clearstream and Euroclear each hold securities for their customers and facilitate
the clearance and settlement of securities transactions by electronic book-entry transfer between their
respective account holders. Clearstream and Euroclear provide various services including safekeeping,
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administration, clearance and settlement of internationally traded securities and securities lending and
borrowing. Clearstream and Euroclear also deal with domestic securities markets in several countries
through established depositary and custodial relationships. Clearstream and Euroclear have established an
electronic bridge between their two systems across which their respective participants may settle trades with
each other. Clearstream and Euroclear customers are world-wide financial institutions including
underwriters, securities brokers and dealers, banks, trust companies and clearing corporations. Indirect
access to Clearstream and Euroclear is available to other institutions which clear through or maintain a
custodial relationship with an account holder of either system.

Euroclear and Clearstream may be depositaries for a global security. In addition, if DTC is the depositary
for a global security, Euroclear and Clearstream may hold interests in the global security as participants in
DTC.

As long as any global security is held by Euroclear or Clearstream, as depositary, you may hold an interest
in the global security only through an organization that participates, directly or indirectly, in
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Euroclear or Clearstream. If Euroclear or Clearstream is the depositary for a global security and there is no
depositary in the United States, you will not be able to hold interests in that global security through any
securities clearance system in the United States.

Payments, deliveries, transfers, exchanges, notices and other matters relating to the securities made through
Euroclear or Clearstream must comply with the rules and procedures of those systems. Those systems could
change their rules and procedures at any time. We have no control over those systems or their participants
and we take no responsibility for their activities. Transactions between participants in Euroclear or
Clearstream, on one hand, and participants in DTC, on the other hand, when DTC is the depositary, would
also be subject to DTC�s rules and procedures.

Special Timing Considerations for Transactions in Euroclear and Clearstream

Investors will be able to make and receive through Euroclear and Clearstream payments, deliveries,
transfers, exchanges, notices and other transactions involving any notes held through those systems only on
days when those systems are open for business. Those systems may not be open for business on days when
banks, brokers and other institutions are open for business in the United States.

In addition, because of time-zone differences, U.S. investors who hold their interests in the securities
through these systems and wish to transfer their interests, or to receive or make a payment or delivery or
exercise any other right with respect to their interests, on a particular day may find that the transaction will
not be effected until the next business day in Luxembourg or Brussels, as applicable. Thus, investors who
wish to exercise rights that expire on a particular day may need to act before the expiration date. In
addition, investors who hold their interests through both DTC and Euroclear or Clearstream may need to
make special arrangements to finance any purchases or sales of their interest between the U.S. and
European clearing systems, and those transactions may settle later than would be the case for transactions
within one clearing system.
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UNITED STATES TAXATION

This section describes the material United States federal income tax consequences of owning the securities
we are offering. It is the opinion of Sullivan & Cromwell LLP, counsel to Wachovia. It applies to you only
if you hold your securities as capital assets for tax purposes. This section does not apply to you if you are a
member of a class of holders subject to special rules, such as:

� a dealer in securities or currencies,

� a trader in securities that elects to use a mark-to-market method of accounting for your securities
holdings,

� a bank,

� a life insurance company,

� a tax-exempt organization,

� a person that owns notes that are a hedge or that are hedged against interest rate or currency risks,

� a person that owns notes as part of a straddle or conversion transaction for tax purposes, or

� a United States holder (as defined below) whose functional currency for tax purposes is not the U.S.
dollar.

This section deals only with securities that are due to mature 30 years or less from the date on which they
are issued. The United States federal income tax consequences of owning securities that are due to mature
more than 30 years from their date of issue and the tax consequences of owning warrants will be discussed
in an applicable supplements. This section is based on the Internal Revenue Code of 1986, as amended (the
�Code�), its legislative history, existing and proposed regulations under the Code, published rulings and court
decisions, all as currently in effect. These laws are subject to change, possibly on a retroactive basis.

If a partnership holds the securities, the United States federal income tax treatment of a partner will
generally depend on the status of the partner and the tax treatment of the partnership. A partner in a
partnership holding the securities should consult its tax advisor with regard to the United States federal
income tax treatment of an investment in the securities.

Please consult your own tax advisor concerning the consequences of owning these securities in your
particular circumstances under the Code and the laws of any other taxing jurisdiction.
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United States Holders

This subsection describes the tax consequences to a United States holder. You are a United States holder if
you are a beneficial owner of a note and you are:

� a citizen or resident of the United States,

� a domestic corporation,

� an estate whose income is subject to United States federal income tax regardless of its source, or

� a trust if a United States court can exercise primary supervision over the trust�s administration and
one or more United States persons are authorized to control all substantial decisions of the trust.

If you are not a United States holder, this subsection does not apply to you and you should refer to ��United
States Alien Holders� below.

Payments of Interest

Except as described below in the case of interest on a discount security that is not qualified stated interest,
each as defined below under �� Original Issue Discount � General�, you will be taxed on any interest on your
security, whether payable in U.S. dollars or a foreign currency, including a composite currency or basket of
currencies other than U.S. dollars, as ordinary income at the time you receive the interest or when it
accrues, depending on your method of accounting for tax purposes.
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Cash Basis Taxpayers.    If you are a taxpayer that uses the cash receipts and disbursements method of
accounting for tax purposes and you receive an interest payment that is denominated in, or determined by
reference to, a foreign currency, you must recognize income equal to the U.S. dollar value of the interest
payment, based on the exchange rate in effect on the date of receipt, regardless of whether you actually
convert the payment into U.S. dollars.

Accrual Basis Taxpayers.    If you are a taxpayer that uses an accrual method of accounting for tax
purposes, you may determine the amount of income that you recognize with respect to an interest payment
denominated in, or determined by reference to, a foreign currency by using one of two methods. Under the
first method, you will determine the amount of income accrued based on the average exchange rate in effect
during the interest accrual period or, with respect to an accrual period that spans two taxable years, that part
of the period within the taxable year.

If you elect the second method, you would determine the amount of income accrued on the basis of the
exchange rate in effect on the last day of the accrual period, or, in the case of an accrual period that spans
two taxable years, the exchange rate in effect on the last day of the part of the period within the taxable
year. Additionally, under this second method, if you receive a payment of interest within five business days
of the last day of your accrual period or taxable year, you may instead translate the interest accrued into
U.S. dollars at the exchange rate in effect on the day that you actually receive the interest payment. If you
elect the second method it will apply to all debt instruments that you hold at the beginning of the first
taxable year to which the election applies and to all debt instruments that you subsequently acquire. You
may not revoke this election without the consent of the Internal Revenue Service.

When you actually receive an interest payment, including a payment attributable to accrued but unpaid
interest upon the sale or retirement of your note, denominated in, or determined by reference to, a foreign
currency for which you accrued an amount of income, you will recognize ordinary income or loss measured
by the difference, if any, between the exchange rate that you used to accrue interest income and the
exchange rate in effect on the date of receipt, regardless of whether you actually convert the payment into
U.S. dollars.

Original Issue Discount

General.    If you own a security, other than a short-term security with a term of one year or less, it will be
treated as a discount security issued at an original issue discount if the amount by which the security�s stated
redemption price at maturity exceeds its issue price is more than a de minimis amount. Generally, a
security�s issue price will be the first price at which a substantial amount of securities included in the issue
of which the security is a part is sold to persons other than bond houses, brokers, or similar persons or
organizations acting in the capacity of underwriters, placement agents, or wholesalers. A security�s stated
redemption price at maturity is the total of all payments provided by the security that are not payments of
qualified stated interest. Generally, an interest payment on a security is qualified stated interest if it is one of
a series of stated interest payments on a security that are unconditionally payable at least annually at a
single fixed rate, with certain exceptions for lower rates paid during some periods, applied to the
outstanding principal amount of the security. There are special rules for variable rate securities that are
discussed under ��Variable Rate Securities�.
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In general, your security is not a discount security if the amount by which its stated redemption price at
maturity exceeds its issue price is less than the de minimis amount of  1/4 of 1 percent of its stated
redemption price at maturity multiplied by the number of complete years to its maturity. Your security will
have de minimis original issue discount if the amount of the excess is less than the de minimis amount. If
your security has de minimis original issue discount, you must include the de minimis amount in income as
stated principal payments are made on the security, unless you make the election described below under
��Election to Treat All Interest as Original Issue Discount�. You can determine the includible amount with
respect to each such payment by multiplying the total amount of your security�s de minimis original issue
discount by a fraction equal to:

� the amount of the principal payment made
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divided by:

� the stated principal amount of the security.

Generally, if your discount security matures more than one year from its date of issue, you must include
original issue discount, or OID, in income before you receive cash attributable to that income. The amount
of OID that you must include in income is calculated using a constant-yield method, and generally you will
include increasingly greater amounts of OID in income over the life of your note. More specifically, you
can calculate the amount of OID that you must include in income by adding the daily portions of OID with
respect to your discount security for each day during the taxable year or portion of the taxable year that you
hold your discount security. You can determine the daily portion by allocating to each day in any accrual
period a pro rata portion of the OID allocable to that accrual period. You may select an accrual period of
any length with respect to your discount security and you may vary the length of each accrual period over
the term of your discount security. However, no accrual period may be longer than one year and each
scheduled payment of interest or principal on the discount security must occur on either the first or final day
of an accrual period.

You can determine the amount of OID allocable to an accrual period by:

� multiplying your discount security�s adjusted issue price at the beginning of the accrual period by
your security�s yield to maturity, and then

� subtracting from this figure the sum of the payments of qualified stated interest on your security
allocable to the accrual period.

You must determine the discount security�s yield to maturity on the basis of compounding at the close of
each accrual period and adjusting for the length of each accrual period. Further, you determine your
discount security�s adjusted issue price at the beginning of any accrual period by:

� adding your discount security�s issue price and any accrued OID for each prior accrual period, and
then

� subtracting any payments previously made on your discount security that were not qualified stated
interest payments.

If an interval between payments of qualified stated interest on your discount security contains more than
one accrual period, then, when you determine the amount of OID allocable to an accrual period, you must
allocate the amount of qualified stated interest payable at the end of the interval, including any qualified
stated interest that is payable on the first day of the accrual period immediately following the interval, pro
rata to each accrual period in the interval based on their relative lengths. In addition, you must increase the
adjusted issue price at the beginning of each accrual period in the interval by the amount of any qualified
stated interest that has accrued prior to the first day of the accrual period but that is not payable until the end
of the interval. You may compute the amount of OID allocable to an initial short accrual period by using
any reasonable method if all other accrual periods, other than a final short accrual period, are of equal
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The amount of OID allocable to the final accrual period is equal to the difference between:

� the amount payable at the maturity of your security, other than any payment of qualified stated
interest, and

� your security�s adjusted issue price as of the beginning of the final accrual period.

Acquisition Premium.    If you purchase your security for an amount that is less than or equal to the sum of
all amounts, other than qualified stated interest, payable on your security after the purchase date but is
greater than the amount of your security�s adjusted issue price, as determined above under ��General�, the
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excess is acquisition premium. If you do not make the election described below under ��Election to Treat All
Interest as Original Issue Discount�, then you must reduce the daily portions of OID by a fraction equal to:

� the excess of your adjusted basis in the security immediately after purchase over the adjusted issue
price of the note

divided by:

� the excess of the sum of all amounts payable, other than qualified stated interest, on the security
after the purchase date over the security�s adjusted issue price.

Pre-Issuance Accrued Interest.    An election may be made to decrease the issue price of your security by
the amount of pre-issuance accrued interest if:

� a portion of the initial purchase price of your security is attributable to pre-issuance accrued interest,

� the first stated interest payment on your security is to be made within one year of your security�s
issue date, and

� the payment will equal or exceed the amount of pre-issuance accrued interest.

If this election is made, a portion of the first stated interest payment will be treated as a return of the
excluded pre-issuance accrued interest and not as an amount payable on your security.

Securities Subject to Contingencies Including Optional Redemption.    Your security is subject to a
contingency if it provides for an alternative payment schedule or schedules applicable upon the occurrence
of a contingency or contingencies, other than a remote or incidental contingency, whether such contingency
relates to payments of interest or of principal. In such a case, you must determine the yield and maturity of
your security by assuming that the payments will be made according to the payment schedule most likely to
occur if:

� the timing and amounts of the payments that comprise each payment schedule are known as of the
issue date and

� one of such schedules is significantly more likely than not to occur.

If there is no single payment schedule that is significantly more likely than not to occur, other than because
of a mandatory sinking fund, you must include income on your security in accordance with the general rules
that govern contingent payment obligations. These rules will be discussed in the applicable supplements.
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Notwithstanding the general rules for determining yield and maturity, if your security is subject to
contingencies, and either you or we have an unconditional option or options that, if exercised, would
require payments to be made on the security under an alternative payment schedule or schedules, then:

� in the case of an option or options that we may exercise, we will be deemed to exercise or not
exercise an option or combination of options in the manner that minimizes the yield on your security
and

� in the case of an option or options that you may exercise, you will be deemed to exercise or not
exercise an option or combination of options in the manner that maximizes the yield on your
security.

If both you and we hold options described in the preceding sentence, those rules will apply to each option in
the order in which they may be exercised. You may determine the yield on your security for the purposes of
those calculations by using any date on which your security may be redeemed or repurchased as the
maturity date and the amount payable on the date that you chose in accordance with the terms of your
security as the principal amount payable at maturity.
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If a contingency, including the exercise of an option, actually occurs or does not occur contrary to an
assumption made according to the above rules then, except to the extent that a portion of your security is
repaid as a result of this change in circumstances and solely to determine the amount and accrual of OID,
you must redetermine the yield and maturity of your security by treating your security as having been
retired and reissued on the date of the change in circumstances for an amount equal to your security�s
adjusted issue price on that date.

Election to Treat All Interest as Original Issue Discount.    You may elect to include in gross income all
interest that accrues on your security using the constant-yield method described above under ��General�, with
the modifications described below. For purposes of this election, interest will include stated interest, OID,
de minimis original issue discount, market discount, de minimis market discount and unstated interest, as
adjusted by any amortizable bond premium, described below under ��Notes Purchased at a Premium,� or
acquisition premium.

If you make this election for your security, then, when you apply the constant-yield method:

� the issue price of your security will equal your cost,

� the issue date of your security will be the date you acquired it, and

� no payments on your security will be treated as payments of qualified stated interest.

Generally, this election will apply only to the security for which you make it; however, if the security has
amortizable bond premium, you will be deemed to have made an election to apply amortizable bond
premium against interest for all debt instruments with amortizable bond premium, other than debt
instruments the interest on which is excludible from gross income, that you hold as of the beginning of the
taxable year to which the election applies or any taxable year thereafter. Additionally, if you make this
election for a market discount security, you will be treated as having made the election discussed below
under ��Securities Purchased with Market Discount� to include market discount in income currently over the
life of all debt instruments that you currently own or later acquire. You may not revoke any election to
apply the constant-yield method to all interest on a security or the deemed elections with respect to
amortizable bond premium or market discount securities without the consent of the Internal Revenue
Service.

Variable Rate Securities.    Your note will be a variable rate security if:

� your security�s issue price does not exceed the total noncontingent principal payments by more than
the lesser of:

1. .015 multiplied by the product of the total noncontingent principal payments and the number
of complete years to maturity from the issue date, or
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2. 15  percent of the total noncontingent principal payments; and

� your security provides for stated interest, compounded or paid at least annually, only at:

1. one or more qualified floating rates,

2. a single fixed rate and one or more qualified floating rates,

3. a single objective rate, or

4. a single fixed rate and a single objective rate that is a qualified inverse floating rate.

Your security will have a variable rate that is a qualified floating rate if:

� variations in the value of the rate can reasonably be expected to measure contemporaneous
variations in the cost of newly borrowed funds in the currency in which your security is
denominated; or
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� the rate is equal to such a rate multiplied by either:

1. a fixed multiple that is greater than 0.65 but not more than 1.35, or

2. a fixed multiple greater than 0.65 but not more than 1.35, increased or decreased by a fixed
rate; and

� the value of the rate on any date during the term of your security is set no earlier than three months
prior to the first day on which that value is in effect and no later than one year following that first
day.

If your security provides for two or more qualified floating rates that are within 0.25 percentage points of
each other on the issue date or can reasonably be expected to have approximately the same values
throughout the term of the security, the qualified floating rates together constitute a single qualified floating
rate.

Your security will not have a qualified floating rate, however, if the rate is subject to certain restrictions
(including caps, floors, governors, or other similar restrictions) unless such restrictions are fixed throughout
the term of the security or are not reasonably expected to significantly affect the yield on the security.

Your security will have a variable rate that is a single objective rate if:

� the rate is not a qualified floating rate,

� the rate is determined using a single, fixed formula that is based on objective financial or economic
information that is not within the control of or unique to the circumstances of the issuer or a related
party, and

� the value of the rate on any date during the term of your security is set no earlier than three months
prior to the first day on which that value is in effect and no later than one year following that first
day.

Your security will not have a variable rate that is an objective rate, however, if it is reasonably expected that
the average value of the rate during the first half of your security�s term will be either significantly less than
or significantly greater than the average value of the rate during the final half of your security�s term.

An objective rate as described above is a qualified inverse floating rate if:

� the rate is equal to a fixed rate minus a qualified floating rate, and
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� the variations in the rate can reasonably be expected to inversely reflect contemporaneous variations
in the cost of newly borrowed funds.

Your security will also have a single qualified floating rate or an objective rate if interest on your security is
stated at a fixed rate for an initial period of one year or less followed by either a qualified floating rate or an
objective rate for a subsequent period, and either:

� the fixed rate and the qualified floating rate or objective rate have values on the issue date of the
security that do not differ by more than 0.25 percentage points, or

� the value of the qualified floating rate or objective rate is intended to approximate the fixed rate.

Commercial paper rate securities, prime rate securities, LIBOR securities, EURIBOR securities, treasury
rate securities, CMT rate securities, CD rate securities, CPI rate securities, and federal funds rate securities
generally will be treated as variable rate securities under these rules.

In general, if your variable rate security provides for stated interest at a single qualified floating rate or
objective rate, or one of those rates after a single fixed rate for an initial period, all stated interest on your
security is qualified stated interest. In this case, the amount of OID, if any, is determined by using, in the
case
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of a qualified floating rate or qualified inverse floating rate, the value as of the issue date of the qualified
floating rate or qualified inverse floating rate, or, for any other objective rate, a fixed rate that reflects the
yield reasonably expected for your security.

If your variable rate security does not provide for stated interest at a single qualified floating rate or a single
objective rate, and also does not provide for interest payable at a fixed rate other than a single fixed rate for
an initial period, you generally must determine the interest and OID accruals on your security by:

� determining a fixed rate substitute for each variable rate provided under your variable rate
security,

� constructing the equivalent fixed rate debt instrument, using the fixed rate substitute described
above,

� determining the amount of qualified stated interest and OID with respect to the equivalent fixed
rate debt instrument, and

� adjusting for actual variable rates during the applicable accrual period.

When you determine the fixed rate substitute for each variable rate provided under the variable rate
security, you generally will use the value of each variable rate as of the issue date or, for an objective rate
that is not a qualified inverse floating rate, a rate that reflects the reasonably expected yield on your
security.

If your variable rate security provides for stated interest either at one or more qualified floating rates or at a
qualified inverse floating rate, and also provides for stated interest at a single fixed rate other than at a
single fixed rate for an initial period, you generally must determine interest and OID accruals by using the
method described in the previous paragraph. However, your variable rate security will be treated, for
purposes of the first three steps of the determination, as if your security had provided for a qualified floating
rate, or a qualified inverse floating rate, rather than the fixed rate. The qualified floating rate, or qualified
inverse floating rate, that replaces the fixed rate must be such that the fair market value of your variable rate
security as of the issue date approximates the fair market value of an otherwise identical debt instrument
that provides for the qualified floating rate, or qualified inverse floating rate, rather than the fixed rate.

Short-Term Securities.    In general, if you are an individual or other cash basis United States holder of a
short-term security, you are not required to accrue OID, as specially defined below for the purposes of this
paragraph, for United States federal income tax purposes unless you elect to do so (although it is possible
that you may be required to include any stated interest in income as you receive it). If you are an accrual
basis taxpayer, a taxpayer in a special class, including, but not limited to, a regulated investment company,
common trust fund, or a certain type of pass-through entity, or a cash basis taxpayer who so elects, you will
be required to accrue OID on short-term securities on either a straight-line basis or under the constant-yield
method, based on daily compounding. If you are not required and do not elect to include OID in income
currently, any gain you realize on the sale or retirement of your short-term security will be ordinary income
to the extent of the accrued OID, which will be determined on a straight-line basis unless you make an
election to accrue the OID under the constant-yield method, through the date of sale or retirement.

Edgar Filing: NORTHWEST NATURAL GAS CO - Form DEF 14A

Table of Contents 229



However, if you are not required and do not elect to accrue OID on your short-term securities, you will be
required to defer deductions for interest on borrowings allocable to your short-term securities in an amount
not exceeding the deferred income until the deferred income is realized.

When you determine the amount of OID subject to these rules, you must include all interest payments on
your short-term security, including stated interest, in your short-term security�s stated redemption price at
maturity.

Foreign Currency Discount Securities.    If your discount note is denominated in, or determined by
reference to, a foreign currency, you must determine OID for any accrual period on your discount security
in the foreign currency and then translate the amount of OID into U.S. dollars in the same manner as stated
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interest accrued by an accrual basis United States holder, as described under �� United States Holders �
Payments of Interest�. You may recognize ordinary income or loss when you receive an amount attributable
to OID in connection with a payment of interest or the sale or retirement of your security.

Securities Purchased at a Premium

If you purchase your security for an amount in excess of its principal amount, you may elect to treat the
excess as amortizable bond premium. If you make this election, you will reduce the amount required to be
included in your income each year with respect to interest on your security by the amount of amortizable
bond premium allocable to that year, based on your security�s yield to maturity. If your security is
denominated in, or determined by reference to, a foreign currency, you will compute your amortizable bond
premium in units of the foreign currency and your amortizable bond premium will reduce your interest
income in units of the foreign currency. Gain or loss recognized that is attributable to changes in exchange
rates between the time your amortized bond premium offsets interest income and the time of the acquisition
of your security is generally taxable as ordinary income or loss. If you make an election to amortize bond
premium, it will apply to all debt instruments, other than debt instruments the interest on which is
excludible from gross income, that you hold at the beginning of the first taxable year to which the election
applies or that you thereafter acquire, and you may not revoke it without the consent of the Internal
Revenue Service. See also �� Original Issue Discount � Election to Treat All Interest as Original Issue
Discount�.

Securities Purchased with Market Discount

You will be treated as if you purchased your security, other than a short-term security, at a market discount,
and your security will be a market discount note if:

� in the case of an initial purchaser, you purchase your security for less than its issue price as
determined above under � � Original Issue Discount � General�, and

� the difference between the security�s stated redemption price at maturity or, in the case of a
discount security, the security�s revised issue price, and the price you paid for your security is
equal to or greater than  1/4 of 1 percent of your security�s stated redemption price at maturity or
revised issue price, respectively, multiplied by the number of complete years to the security�s
maturity.

To determine the revised issue price of your security for these purposes, you generally add any OID that has
accrued on your security to its issue price.

If your security�s stated redemption price at maturity or, in the case of a discount security, its revised issue
price, exceeds the price you paid for the security by less than  1/4 of 1 percent multiplied by the number of
complete years to the security�s maturity, the excess constitutes de minimis market discount, and the rules
discussed below are not applicable to you.
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You must treat any gain you recognize on the maturity or disposition of your market discount security as
ordinary income to the extent of the accrued market discount on your security. Alternatively, you may elect
to include market discount in income currently over the life of your security. If you make this election, it
will apply to all debt instruments with market discount that you acquire on or after the first day of the first
taxable year to which the election applies. You may not revoke this election without the consent of the
Internal Revenue Service. If you own a market discount note and do not make this election, you will
generally be required to defer deductions for interest on borrowings allocable to your security in an amount
not exceeding the accrued market discount on your security until the maturity or disposition of your
security.

You will accrue market discount on your market discount security on a straight-line basis unless you elect
to accrue market discount using a constant-yield method. If you make this election, it will apply only to the
security with respect to which it is made and you may not revoke it.
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Purchase, Sale and Retirement of the Securities

Your tax basis in your security will generally be the U.S. dollar cost, as defined below, of your security,
adjusted by:

� adding any OID or market discount, de minimis original issue discount and de minimis market
discount previously included in income with respect to your security, and then

� subtracting any payments on your security that are not qualified stated interest payments and any
amortizable bond premium applied to reduce interest on your security.

If you purchase your security with foreign currency, the U.S. dollar cost of your security will generally be
the U.S. dollar value of the purchase price on the date of purchase. However, if you are a cash basis
taxpayer, or an accrual basis taxpayer if you so elect, and your security is traded on an established securities
market, as defined in the applicable Treasury regulations, the U.S. dollar cost of your security will be the
U.S. dollar value of the purchase price on the settlement date of your purchase.

You will generally recognize gain or loss on the sale or retirement of your security equal to the difference
between the amount you realize on the sale or retirement and your tax basis in your security. If your
security is sold or retired for an amount in foreign currency, the amount you realize will be the U.S. dollar
value of such amount on the date the security is disposed of or retired, except that in the case of a security
that is traded on an established securities market, as defined in the applicable Treasury regulations, a cash
basis taxpayer, or an accrual basis taxpayer that so elects, will determine the amount realized based on the
U.S. dollar value of the foreign currency on the settlement date of the sale.

You will recognize capital gain or loss when you sell or retire your security, except to the extent:

� described above under �� Original Issue Discount � Short-Term Securities� or �� Securities Purchased
with Market Discount�,

� attributable to accrued but unpaid interest,

� the rules governing contingent payment obligations apply, or

� attributable to changes in exchange rates as described below.

Capital gain of a noncorporate United States holder that is recognized in taxable years beginning before
January 1, 2011 is generally taxed at a maximum rate of 15% where the holder has a holding period greater
than one year.
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You must treat any portion of the gain or loss that you recognize on the sale or retirement of a security as
ordinary income or loss to the extent attributable to changes in exchange rates. However, you take exchange
gain or loss into account only to the extent of the total gain or loss you realize on the transaction.

Exchange of Amounts in Other Than U.S. Dollars

If you receive foreign currency as interest on your security or on the sale or retirement of your security,
your tax basis in the foreign currency will equal its U.S. dollar value when the interest is received or at the
time of the sale or retirement. If you purchase foreign currency, you generally will have a tax basis equal to
the U.S. dollar value of the foreign currency on the date of your purchase. If you sell or dispose of a foreign
currency, including if you use it to purchase notes or exchange it for U.S. dollars, any gain or loss
recognized generally will be ordinary income or loss.
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Indexed Notes, Exchangeable Notes, Contingent Payment Notes, and Warrants

The applicable supplements will discuss any special United States federal income tax rules with respect to
notes the payments on which are determined by reference to any index, notes that are exchangeable at our
option or the option of the holder into securities of an issuer other than Wachovia or into other property,
notes that are subject to the rules governing contingent payment obligations which are not subject to the
rules governing variable rate notes, and warrants.

United States Alien Holders

This subsection describes the tax consequences to a United States alien holder. You are a United States
alien holder if you are the beneficial owner of a note and are, for United States federal income tax purposes:

� a nonresident alien individual,

� a foreign corporation, or

� an estate or trust that in either case is not subject to United States federal income tax on a net
income basis on income or gain from a note.

If you are a United States holder, this subsection does not apply to you.

This discussion assumes that the security is not subject to the rules of Section 871(h)(4)(A) of the Code,
relating to interest payments that are determined by reference to the income, profits, changes in the value of
property or other attributes of the debtor or a related party.

Under United States federal income and estate tax law, and subject to the discussion of backup withholding
below, if you are a United States alien holder of a security:

� we and other U.S. payors generally will not be required to deduct United States withholding tax
from payments of principal, premium, if any, and interest, including OID, to you if, in the case of
payments of interest:

1. you do not actually or constructively own 10% or more of the total combined voting power
of all classes of stock of Wachovia entitled to vote,
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2. you are not a controlled foreign corporation that is related to Wachovia through stock
ownership, and

3. the U.S. payor does not have actual knowledge or reason to know that you are a United
States person and:

a. you have furnished to the U.S. payor an Internal Revenue Service Form W-8BEN or
an acceptable substitute form upon which you certify, under penalties of perjury, that
you are (or, in the case of a United States alien holder that is a partnership or an
estate or trust, such forms certifying that each partner in the partnership or
beneficiary of the estate or trust is) a non-United States person,

b. in the case of payments made outside the United States to you at an offshore account
(generally, an account maintained by you at a bank or other financial institution at
any location outside the United States), you have furnished to the U.S. payor
documentation that establishes your identity and your status as the beneficial owner
of the payment for United States Federal income tax purposes and as a non-United
States person,

c. the U.S. payor has received a withholding certificate (furnished on an appropriate
Internal Revenue Service Form W-8 or an acceptable substitute form) from a person
claiming to be:

i. a withholding foreign partnership (generally a foreign partnership that has
entered into an agreement with the Internal Revenue Service to assume primary
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withholding responsibility with respect to distributions and guaranteed
payments it makes to its partners),

ii. a qualified intermediary (generally a non-United States financial institution or
clearing organization or a non-United States branch or office of a United States
financial institution or clearing organization that is a party to a withholding
agreement with the Internal Revenue Service), or

iii. a U.S. branch of a non-United States bank or of a non-United States insurance
company,

and the withholding foreign partnership, qualified intermediary or U.S. branch has received documentation
upon which it may rely to treat the payment as made to a non-United States person that is, for United States
federal income tax purposes, the beneficial owner of the payment on the notes in accordance with U.S.
Treasury regulations (or, in the case of a qualified intermediary, in accordance with its agreement with the
Internal Revenue Service),

d. the U.S. payor receives a statement from a securities clearing organization, bank or
other financial institution that holds customers� securities in the ordinary course of its
trade or business,

i. certifying to the U.S. payor under penalties of perjury that an Internal Revenue
Service Form W-8BEN or an acceptable substitute form has been received from
you by it or by a similar financial institution between it and you, and

ii. to which is attached a copy of the Internal Revenue Service Form W-8BEN or
acceptable substitute form, or

e. the U.S. payor otherwise possesses documentation upon which it may rely to treat
the payment as made to a non-United States person that is, for United States federal
income tax purposes, the beneficial owner of the payment on the securities in
accordance with U.S. Treasury regulations; and

� no deduction for any United States federal withholding tax will be made from any gain that you
realize on the sale or exchange of your security.

Further, a note held by an individual who at death is not a citizen or resident of the United States will not be
includible in the individual�s gross estate for United States federal estate tax purposes if:

� the decedent did not actually or constructively own 10% or more of the total combined voting
power of all classes of stock of Wachovia entitled to vote at the time of death and

� the income on the security would not have been effectively connected with a United States trade
or business of the decedent at the same time.
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Treasury Regulations Requiring Disclosure of Reportable Transactions

Treasury regulations require United States taxpayers to report certain transactions that give rise to a loss in
excess of certain thresholds (a �Reportable Transaction�). Under these regulations, if the securities are
denominated in a foreign currency, a United States holder (or a United States alien holder that holds the
notes in connection with a U.S. trade or business) that recognizes a loss with respect to the notes that is
characterized as an ordinary loss due to changes in currency exchange rates (under any of the rules
discussed above) would be required to report the loss on Internal Revenue Service Form 8886 (Reportable
Transaction Statement) if the loss exceeds the thresholds set forth in the regulations. For individuals and
trusts, this loss threshold is $50,000 in any single taxable year. For other types of taxpayers and other types
of losses, the thresholds are higher. You should consult with your tax advisor regarding any tax filing and
reporting obligations that may apply in connection with acquiring, owning and disposing of securities.
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Backup Withholding And Information Reporting

In general, if you are a noncorporate United States holder, we and other payors are required to report to the
Internal Revenue Service all payments of principal, any premium and interest on your security, and the
accrual of OID on a discount security. In addition, we and other payors are required to report to the Internal
Revenue Service any payment of proceeds of the sale of your security before maturity within the United
States. Additionally, backup withholding will apply to any payments, including payments of OID, if you
fail to provide an accurate taxpayer identification number, or you are notified by the Internal Revenue
Service that you have failed to report all interest and dividends required to be shown on your federal income
tax returns.

In general, if you are a United States alien holder, payments of principal, premium or interest, including
OID, made by us and other payors to you will not be subject to backup withholding and information
reporting, provided that the certification requirements described above under ��United States Alien Holders�
are satisfied or you otherwise establish an exemption. However, we and other payors are required to report
payments of interest on your notes on Internal Revenue Service Form 1042-S even if the payments are not
otherwise subject to information reporting requirements. In addition, payment of the proceeds from the sale
of securities effected at a United States office of a broker will not be subject to backup withholding and
information reporting provided that:

� the broker does not have actual knowledge or reason to know that you are a United States person
and you have furnished to the broker:

� an appropriate Internal Revenue Service Form W-8 or an acceptable substitute form upon
which you certify, under penalties of perjury, that you are not a United States person, or

� other documentation upon which it may rely to treat the payment as made to a non-United
States person in accordance with U.S. Treasury regulations, or

� you otherwise establish an exemption.

If you fail to establish an exemption and the broker does not possess adequate documentation of your status
as a non-United States person, the payments may be subject to information reporting and backup
withholding. However, backup withholding will not apply with respect to payments made to an offshore
account maintained by you unless the broker has actual knowledge that you are a United States person.

In general, payment of the proceeds from the sale of securities effected at a foreign office of a broker will
not be subject to information reporting or backup withholding. However, a sale effected at a foreign office
of a broker will be subject to information reporting and backup withholding if:

� the proceeds are transferred to an account maintained by you in the United States,
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� the payment of proceeds or the confirmation of the sale is mailed to you at a United States
address, or

� the sale has some other specified connection with the United States as provided in U.S. Treasury
regulations,

unless the broker does not have actual knowledge or reason to know that you are a United States person and
the documentation requirements described above (relating to a sale of notes effected at a United States
office of a broker) are met or you otherwise establish an exemption.

In addition, payment of the proceeds from the sale of securities effected at a foreign office of a broker will
be subject to information reporting if the broker is:

� a United States person,

� a controlled foreign corporation for United States tax purposes,
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� a foreign person 50% or more of whose gross income is effectively connected with the conduct
of a United States trade or business for a specified three-year period, or

� a foreign partnership, if at any time during its tax year:

� one or more of its partners are �U.S. persons�, as defined in U.S. Treasury regulations, who in
the aggregate hold more than 50% of the income or capital interest in the partnership, or

� such foreign partnership is engaged in the conduct of a United States trade or business,

unless the broker does not have actual knowledge or reason to know that you are a United States person and
the documentation requirements described above (relating to a sale of notes effected at a United States
office of a broker) are met or you otherwise establish an exemption. Backup withholding will apply if the
sale is subject to information reporting and the broker has actual knowledge that you are a United States
person.
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EUROPEAN UNION DIRECTIVE ON TAXATION OF SAVINGS INCOME

Under the EU Savings Directive, each Member State of the European Union is required, as from July 1,
2005, to implement provisions that require paying agent (within the meaning of the directive) established
within its territory to provide to the competent tax authority of this Member State information about the
payment of interest (within the meaning of the directive) made to an individual resident in another Member
State as the beneficial owner of the interest (within the meaning of the directive). The competent authority
of the Member State of the paying agent (within the meaning of the directive) is then required to
communicate this information to the competent authority of the Member State of which the beneficial
owner of the interest is a resident.

For a transitional period, however, and until a number of conditions are met, Austria, Belgium and
Luxembourg are instead required to withhold tax from interest payments (within the meaning of the
directive) at a rate of 15% for the first three years from application of the provisions of the directive, of
20% for the subsequent three years, and of 35% from the seventh year after application of the provisions of
the directive. Austria, Belgium and Luxembourg shall however provide for one or both of the procedures
set forth in article 13 of the directive in order to ensure that the beneficial owners may request that no tax be
withheld.

If a payment were to be made or collected through a Member State which has opted for a withholding
system and an amount of, or in respect of, tax were to be withheld from that payment, neither we nor the
fiscal agent, any paying agent or any other person would be obliged to pay additional amounts with respect
to any security as a result of the imposition of such withholding tax. It should be noted that we will use
commercially reasonable efforts to maintain a paying agent in a Member State that will not be obliged to
withhold or deduct tax pursuant to the Directive.

EMPLOYEE RETIREMENT INCOME SECURITY ACT

A fiduciary of a pension, profit-sharing or other employee benefit plan (a �plan�) subject to the Employee
Retirement Income Security Act of 1974, as amended (�ERISA�), should consider the fiduciary standards of
ERISA in the context of the plan�s particular circumstances before authorizing an investment in the
securities. Accordingly, among other factors, the fiduciary should consider whether the investment would
satisfy the prudence and diversification requirements of ERISA and would be consistent with the
documents and instruments governing the plan, and whether the investment would involve a prohibited
transaction under Section 406 of ERISA or Section 4975 of the Internal Revenue Code (the �Code�).

Section 406 of ERISA and Section 4975 of the Code prohibit plans, as well as individual retirement
accounts and Keogh plans subject to Section 4975 of the Internal Revenue Code (also �plans�), from
engaging in certain transactions involving �plan assets� with persons who are �parties in interest� under ERISA
or �disqualified persons� under the Code (�parties in interest�) with respect to the plan or account. A violation
of these prohibited transaction rules may result in civil penalties or other liabilities under ERISA and/or an
excise tax under Section 4975 of the Code for those persons, unless exemptive relief is available under an
applicable statutory, regulatory or administrative exemption. Certain employee benefit plans and
arrangements including those that are governmental plans (as defined in section 3(32) of ERISA), certain
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church plans (as defined in Section 3(33) of ERISA) and foreign plans (as described in Section 4(b)(4) of
ERISA) (�non-ERISA arrangements�) are not subject to the requirements of ERISA or Section 4975 of the
Code but may be subject to similar provisions under applicable federal, state, local, foreign or other
regulations, rules or laws (�similar laws�).

The acquisition of the securities by a plan with respect to which Wachovia, Wachovia Securities or certain
of our affiliates is or becomes a party in interest may constitute or result in a prohibited transaction under
ERISA or Section 4975 of the Code, unless those securities are acquired pursuant to and in accordance
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with an applicable exemption. Section 408(b)(17) of the Code provides an exemption for the purchase and
sale of securities and related lending transactions where neither Wachovia nor any of its affiliates have or
exercise any discretionary authority or control or render any investment advice with respect to the assets of
the plan involved in the transaction and the plan pays no more than �adequate consideration� in connection
with the transaction (the �service provider exemption�). Moreover, the United States Department of Labor has
issued five prohibited transaction class exemptions, or �PTCEs�, that may provide exemptive relief if required
for direct or indirect prohibited transactions that may arise from the purchase or holding of the securities.
These exemptions are:

PTCE 84-14, an exemption for certain transactions determined or effected by independent qualified
professional asset managers;

PTCE 90-1, an exemption for certain transactions involving insurance company pooled separate accounts;

PTCE 91-38, an exemption for transactions involving bank collective investment funds;

PTCE 95-60, an exemption for transactions involving certain insurance company general accounts; and

PTCE 96-23, an exemption for plan asset transactions managed by in-house asset managers.

The securities may not be purchased or held by (1) any plan, (2) any entity whose underlying assets include
�plan assets� by reason of any plan�s investment in the entity (a �plan asset entity�) or (3) any person investing
�plan assets� of any plan, unless in each case the purchaser or holder is eligible for the exemptive relief under
one or more of the PTCEs listed above, the service provider exemption or another applicable similar
exemption. Any purchaser or holder of the securities or any interest in the securities will be deemed to have
represented by its purchase and holding of the securities that it either (1) is not a plan or a plan asset entity
and is not purchasing those securities on behalf of or with �plan assets� of any plan or plan asset entity or (2)
with respect to the purchase or holding, is eligible for the exemptive relief available under any of the
PTCEs listed above, the service provider exemption or another applicable exemption. In addition, any
purchaser or holder of the securities or any interest in the securities which is a non-ERISA arrangement will
be deemed to have represented by its purchase and holding of the securities that its purchase and holding
will not violate the provisions of any similar law.

Due to the complexity of these rules and the penalties that may be imposed upon persons involved in
non-exempt prohibited transactions, it is important that fiduciaries or other persons considering purchasing
the securities on behalf of or with �plan assets� of any plan, plan asset entity or non-ERISA arrangement
consult with their counsel regarding the availability of exemptive relief under any of the PTCEs listed
above, the service provider exemption or any other applicable exemption, or the potential consequences of
any purchase or holding under similar laws, as applicable.
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If you are an insurance company or the fiduciary of a pension plan or an employee benefit plan, and
propose to invest in the securities, you should consult your legal counsel.
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PLAN OF DISTRIBUTION

Wachovia may sell securities to or through underwriters, including Wachovia Securities, an affiliate of
Wachovia, to be designated at various times, and also may sell securities directly to other purchasers or
through agents. Wachovia conducts its investment banking, institutional and capital markets businesses
through its various bank, broker-dealer and non-bank subsidiaries, including Wachovia Capital Markets,
LLC, under the trade name �Wachovia Securities�. Unless otherwise stated, any reference to �Wachovia
Securities� means Wachovia Capital Markets, LLC and not Wachovia Securities, LLC, member
NYSE/SIPC, or Wachovia Securities Financial Network, LLC, member NASD/SIPC, separate
broker-dealer subsidiaries of Wachovia, which are not participating as underwriters in this distribution
unless indicated in the applicable supplements. The distribution of securities may be effected at various
times in one or more transactions at a fixed price or prices, which may be changed, or at market prices
prevailing at the time of sale, at prices related to such prevailing market prices or at negotiated prices.

The securities will be new issues of securities with no established trading market. It has not presently been
established whether the underwriters, if any, of these securities will make a market in these securities. If a
market in these securities is made by those underwriters, this market making may be discontinued at any
time without notice. No assurance can be given as to the liquidity of the trading market for these securities.

This prospectus and the applicable supplements may be used for Wachovia Securities or other affiliates of
Wachovia for offers and sales related to market-making transactions in the securities. Wachovia Securities
may act as principal or agent in these transactions. These sales will be made at prices related to prevailing
market prices at the time of sale or otherwise.

In facilitating the sale of securities, underwriters may receive compensation from Wachovia or from
purchasers of securities for whom they may act as agents in the form of discounts, concessions or
commissions. Underwriters may sell securities to or through dealers, including Wachovia Securities, LLC
and Wachovia Securities Financial Network, LLC, and these dealers may receive compensation in the form
of discounts, concessions or commissions from the underwriters and/or commissions from the purchasers
for whom they may act as agents. Underwriters, dealers and agents that participate in the distribution of
securities may be considered underwriters, and any discounts or commissions received by them from
Wachovia and any profit on the resale of securities by them may be considered underwriting discounts and
commissions under the Securities Act. Any such underwriter, dealer or agent will be identified, and any
such compensation received from Wachovia will be described, in the applicable supplements relating to
those securities.

The applicable supplements will also describe other terms of the offering, including the initial public
offering price, any discounts or concessions allowed or reallowed or paid to dealers and any securities
exchanges on which the offered securities may be listed. The maximum discount or commission that may
be received by any member of the National Association of Securities Dealers, Inc. for sales of securities
pursuant to this prospectus will not exceed 8.00%.

Unless otherwise mentioned in the applicable supplements, the obligations of any underwriters to purchase
the securities will be subject to certain conditions precedent, and each of the underwriters with respect to a
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sale of securities will be obligated to purchase all of its securities if any are purchased. Unless otherwise
mentioned in the applicable supplements, any such agent involved in the offer and sale of the securities in
respect of which this prospectus is being delivered will be acting on a best efforts basis for the period of its
appointment.

In connection with an offering of securities, underwriters may purchase and sell these securities in the open
market. These transactions may include over-allotment and stabilizing transactions and purchases to cover
short positions created by underwriters with respect to the offering. Stabilizing transactions consist of
certain bids or purchases for preventing or retarding a decline in the market price of the securities; and short
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positions created by underwriters involve the sale by underwriters of a greater number of securities than
they are required to purchase from Wachovia in the offering. Underwriters also may impose a penalty bid,
by which selling concessions allowed to broker-dealers in respect of the securities sold in the offering may
be reclaimed by underwriters if such securities are repurchased by underwriters in stabilizing or covering
transactions. These activities may stabilize, maintain or otherwise affect the market price of the securities,
which may be higher than the price that might otherwise prevail in the open market; and these activities, if
commenced, may be discontinued at any time. These transactions may be effected on the New York Stock
Exchange, in the over-the-counter market or otherwise.

Under agreements which Wachovia may enter into, underwriters, dealers, agents and their controlling
persons who participate in the distribution of securities may be entitled to indemnification by Wachovia
against certain liabilities, including liabilities under the Securities Act.

If so noted in the applicable supplements relating to any securities, Wachovia will authorize dealers or other
persons acting as Wachovia�s agents to solicit offers by certain institutions to purchase any securities from
Wachovia under contracts providing for payment and delivery on a future date. Institutions with which
these contracts may be made include commercial and savings banks, insurance companies, pension funds,
investment companies, educational and charitable institutions and others. Wachovia must approve such
institutions in all cases. The obligations of any purchaser under any of these contracts will be subject to the
condition that the purchase of any securities shall not at the time of delivery be prohibited under the laws of
the jurisdiction to which such purchaser is subject. The underwriters and such other agents will not have
any responsibility in respect of the validity or performance of such contracts.

The participation of Wachovia Securities in the offer and sale of the securities must comply with the
requirements of Rule 2720 of the National Association of Securities Dealers, Inc. regarding underwriting
securities of an �affiliate�. Unless described in the applicable supplement relating to any securities, no NASD
member participating in offers and sales will execute a transaction in the securities in a discretionary
account without the prior specific written approval of such member�s customer.

If Wachovia offers and sells securities directly to a purchaser or purchasers in respect of which this
prospectus is delivered, purchasers involved in the reoffer or resale of such securities, if these purchasers
may be considered underwriters as that term is defined in the Securities Act, will be named and the terms of
their reoffers or resales will be mentioned in the applicable supplements. These purchasers may then reoffer
and resell such securities to the public or otherwise at varying prices to be determined by such purchasers at
the time of resale or as otherwise described in the applicable supplements. Purchasers of securities directly
from Wachovia may be entitled under agreements that they may enter into with Wachovia to
indemnification by Wachovia against certain liabilities, including liabilities under the Securities Act, and
may engage in transactions with or perform services for Wachovia in the ordinary course of their business
or otherwise.

Underwriters, dealers or agents and their associates may be customers of (including borrowers from),
engage in transactions with, and/or perform services for, Wachovia, the senior trustee, the subordinated
trustee and the warrant trustee, in the ordinary course of business.
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Selling Restrictions Outside the United States

Wachovia has taken no action that would permit a public offering of the securities or possession or
distribution of this prospectus or any other offering material in any jurisdiction outside the United States
where action for that purpose is required other than as described below. Accordingly, each underwriter will
be required to represent, warrant and agree, that it will comply with all applicable laws and regulations in
force in any jurisdiction in which it purchases, offers or sells securities or possesses or distributes this
prospectus or any other offering material and will obtain any consent, approval or permission required by it
for the purchase, offer or sale by it of securities under the laws and regulations in force in any jurisdiction to
which it is subject or in which it makes such purchases, offers or sales and Wachovia shall have no
responsibility in relation to this.

80

Edgar Filing: NORTHWEST NATURAL GAS CO - Form DEF 14A

Table of Contents 249



Table of Contents

With regard to each security, the relevant purchaser will be required to comply with those restrictions that
Wachovia and the relevant purchaser shall agree and as shall be set out in the applicable supplement.

European Economic Area

In relation to each Member State of the European Economic Area which has implemented the Prospectus
Directive (each, a �Relevant Member State�), each underwriter will be required to represent and agree, that
with effect from and including the date on which the EU Prospectus Directive is implemented in that
Member State (the �Relevant Implementation Date�) it has not made and will not make an offer of the
securities to the public in that Relevant Member State prior to the publication of a prospectus in relation to
the securities which has been approved by the competent authority in that Relevant Member State or, where
appropriate, approved in another Relevant Member State and notified to the competent authority in that
Relevant Member State, all in accordance with the EU Prospectus Directive, except that it may, with effect
from and including the Relevant Implementation Date, make an offer of the securities to the public in that
Relevant Member State:

� at any time to legal entities which are authorized or regulated to operate in the financial markets or,
if not so authorized or regulated, whose corporate purpose is solely to invest in securities;

� at any time to any legal entity which has two or more of (1) an average of at least 250 employees
during the last financial year; (2) a total balance sheet of more than € 50,000,000 and (3) an annual
turnover of more than €50,000,000, as shown in its last annual or consolidated accounts;

� at any time to investors with the minimum total consideration per investor of €50,000 ; or

� at any time in any other circumstances which do not require the publication by Wachovia of a
prospectus pursuant to Article 3 of the EU Prospectus Directive.

For the purposes of the above, the expression of an �offer of the securities to the public� in relation to the
securities in any Relevant Member State means the communication in any form and by any means of
sufficient information on the terms of the offer and the securities to be offered so as to enable an investor to
decide to purchase or subscribe the securities, as the same may be varied in that Member State by any
measure implementing the EU Prospectus Directive in that Member State and the expression of the EU
Prospectus Directive means Directive 2003/71/EC and includes any relevant implementing measure in each
Relevant Member State.

United Kingdom

Each underwriter will be required to represent and agree, that:
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� (a) it is a person whose ordinary activities involve it in acquiring, holding, managing or
disposing of investments (as principal or as agent) for the purposes of its business and (b) it has
not offered or sold and will not offer or sell any securities other than to persons whose ordinary
activities involve them in acquiring, holding, managing or disposing of investments (as principal
or agent) for the purposes of their businesses or who it is reasonable to expect will acquire, hold,
manage or dispose of investments (as principal or agent) for the purposes of their businesses
where the issue of the securities would otherwise constitute a contravention of Section 19 of the
Financial Services and Markets Act 2000 (the �FSMA�) by Wachovia;

� it has only communicated or caused to be communicated and will only communicate or cause to
be communicated any invitation or inducement to engage in investment activity (within the
meaning of Section 21 of the FSMA) received by it in connection with the issue or sale of any
securities in circumstances in which Section 21(1) of the FSMA does not apply to Wachovia;
and

� it has complied and will comply with all applicable provisions of the FSMA with respect to
anything done by it in relation to such securities in, from or otherwise involving the
United Kingdom.
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Japan

Each of the underwriters will be required to represent and agree that the securities have not been registered
under the Securities and Exchange Law of Japan and, in connection with the offering of the securities, are
not being offered or sold and may not be offered or sold, directly or indirectly, in Japan, or for the account
of, any resident of Japan or to others for re-offering or re-sale directly or indirectly in Japan or to any
Japanese person, except (i) pursuant to an exemption from the registration requirements of the Securities
and Exchange Law of Japan and (ii) in compliance with any other applicable requirements of Japanese
Law.

Germany

No selling prospectus (Verkausprospekt) within the meaning of the German Securities Prospectus Act
(Wertpapier-Verkaufsprospektgesetz) of December 13, 1990 (as amended) has been and will be registered
or published within the Federal Republic of Germany. The securities have not been offered or sold and will
not be offered or sold in the Federal Republic of Germany otherwise than in accordance with the provisions
of the Securities Prospectus Act.

France

Each of the underwriters will be required to represent and agree that (i) it has not offered or sold the
securities to the public in France and (ii) this prospectus, which has not been submitted to the clearance
procedure of the French authorities, nor any other offering material or information contained therein
relating to the securities, have been released, issued, or distributed or caused to be released, issued, or
distributed, directly or indirectly, to the public in France, or used in connection with any offer for
subscription or sale of the securities to the public in France. Any such offers, sales and distributions may be
made in France only to qualified investors (investisseurs qualifiés) investing for their own account, as
defined in Article L. 411-2 of the Code monétaire et financier and décret no. 98-880 dated October 1, 1998.
Such securities may be resold only in compliance with Articles L. 411-1 Seq, L. 412-1 and L. 621-8 of the
Code monétaire et financier.

Switzerland

Each underwriter will be required to represent and agree that the issue of any securities denominated in
Swiss francs or carrying a Swiss franc-related element will be effected in compliance with the relevant
regulations of the Swiss National Bank, which currently require that such issues have a maturity of more
than one year, to be effected through a bank domiciled in Switzerland that is regulated under the Swiss
Federal Law on Banks and Savings Banks of 1934 (as amended) (which includes a branch or subsidiary
located in Switzerland of a foreign bank) or through a securities dealer which has been licensed as a
securities dealer under the Swiss Federal Law on Stock Exchanges and Securities Trading of 1995 (except
for issues of securities denominated in Swiss francs on a syndicated basis, where only the lead manager
need be a bank domiciled in Switzerland). The relevant underwriter must report certain details of the
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relevant transaction to the Swiss National Bank no later than the time of delivery of the securities.

The Netherlands

The offer in The Netherlands of securities is exclusively limited to persons who trade or invest in securities
in the conduct of a profession or business (which includes banks, stockbrokers, insurance companies,
pension funds, other institutional investors and finance companies and treasury departments of large
enterprises) unless one of the other exemptions or exceptions to the prohibition contained in Article 3 of the
Dutch Securities Transactions Supervision Act 1995 (Wet toezicht effectenverkeer 1995) is applicable and
the conditions attached to such exemption or exception are complied with.
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Hong Kong

The securities may not be offered or sold by means of any document other than to persons whose ordinary
business is to buy or sell shares or debentures, whether as principal or agent, or in circumstances which do
not constitute an offer to the public within the meaning of the Companies Ordinance (Cap. 32) of Hong
Kong, and no advertisement, invitation or document relating to the securities may be issued, whether in
Hong Kong or elsewhere that is directed at, or the contents of which are likely to be accessed or read by, the
public in Hong Kong (except if permitted to do so under the securities laws of Hong Kong) other than with
respect to securities that are or are intended to be disposed of only to persons outside Hong Kong or only to
�professional investors� within the meaning of the Securities and Futures Ordinance (Cap. 571) of Hong
Kong and any rules made thereunder.

Singapore

This prospectus has not been registered as a prospectus with the Monetary Authority of Singapore.
Accordingly, this prospectus and any other document or material in connection with the offer or sale, or
invitation for subscription or purchase, of the securities may not be circulated or distributed, nor may the
securities be offered or sold, or be made the subject of an invitation for subscription or purchase, whether
directly or indirectly, to persons in Singapore other than (i) to an institutional investor under Section 274 of
the Securities and Futures Act, Chapter 289 of Singapore (the �SFA�), (ii) to a relevant person, or any person
pursuant to Section 275(1A), and in accordance with the conditions, specified in Section 275 of the SFA or
(iii) otherwise pursuant to, and in accordance with the conditions of, any other applicable provision of the
SFA.

Where the securities are subscribed or purchased under Section 275 by a relevant person which is: (a) a
corporation (which is not an accredited investor) the sole business of which is to hold investments and the
entire share capital of which is owned by one or more individuals, each of whom is an accredited investor;
or (b) a trust (where the trustee is not an accredited investor) whose sole purpose is to hold investments and
each beneficiary is an accredited investor, shares, debentures and units of shares and debentures of that
corporation or the beneficiaries� rights and interest in that trust shall not be transferable for 6 months after
that corporation or that trust has acquired the securities under Section 275 except: (1) to an institutional
investor under Section 274 of the SFA or to a relevant person, or any person pursuant to Section 275(1A),
and in accordance with the conditions, specified in Section 275 of the SFA; (2) where no consideration is
given for the transfer; or (3) by operation of law.

Argentina

Each underwriter will be required to represent and agree that the securities, and any offer to sell such
securities, will not constitute a public offering in Argentina. Consequently, no public offering approval has
been requested or granted by the Comisión Nacional de Valores, nor has any listing authorization of the
securities been requested on any stock market in Argentina.
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Bahamas

The securities will not be offered or sold to any persons who are residents of the Bahamas within the
meaning of the Exchange Control Regulations of 1956 issued by the Central Bank of the Bahamas.

Brazil

The securities may not be offered or sold to the public in Brazil. Accordingly, the securities have not been
submitted to the Comissão de Valores Mobiliários for approval. Documents relating to this offering may not
be supplied to the public as a public offering in Brazil or be used in connection with any offer for
subscription or sale to the public in Brazil.
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Chile

Neither the securities nor Wachovia Corporation are registered in the Securities Registry of the
Superintendency of Securities and Insurance in Chile.

Mexico

The securities will not be registered with the National Registry of Securities maintained by the Mexican
National Banking and Securities Commission and may not be offered or sold publicly in Mexico. This
prospectus and any applicable supplements may not be publicly distributed in Mexico.

VALIDITY OF THE SECURITIES

The validity of the securities will be passed upon for Wachovia by Ross E. Jeffries, Jr., Esq., Senior Vice
President and Deputy General Counsel of Wachovia, and for Wachovia Securities by Sullivan & Cromwell
LLP, 125 Broad Street, New York, New York. Sullivan & Cromwell LLP will rely upon the opinion of
Mr. Jeffries as to matters of North Carolina law, and Mr. Jeffries will rely upon the opinion of Sullivan &
Cromwell LLP as to matters of New York law. The opinions of Mr. Jeffries and Sullivan & Cromwell LLP
will be conditioned upon, and subject to certain assumptions regarding, future action to be taken by
Wachovia and the trustees in connection with the issuance and sale of any particular security, the specific
terms of securities and other matters which may affect the validity of securities but which cannot be
ascertained on the date of such opinions. Mr. Jeffries owns shares of Wachovia�s common stock and holds
options to purchase additional shares of Wachovia�s common stock. Sullivan & Cromwell LLP regularly
performs legal services for Wachovia. Certain members of Sullivan & Cromwell LLP performing these
legal services own shares of Wachovia�s common stock.
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EXPERTS

The consolidated balance sheets of Wachovia Corporation as of December 31, 2006 and 2005, and the
related consolidated statements of income, changes in stockholders� equity and cash flows for each of the
years in the three-year period ended December 31, 2006, and management�s assessment of the effectiveness
of internal control over financial reporting as of December 31, 2006, included in Wachovia�s 2006 Annual
Report which is incorporated by reference in Wachovia�s Annual Report on Form 10-K for the year ended
December 31, 2006, and incorporated by reference herein, have been incorporated by reference herein in
reliance upon the reports of KPMG LLP, independent registered public accounting firm, incorporated by
reference herein, and upon the authority of said firm as experts in accounting and auditing.

The audit report covering the December 31, 2006 consolidated financial statements of Wachovia
Corporation refers to the fact that Wachovia Corporation changed its method of accounting for mortgage
servicing rights, stock-based compensation and pension and other postretirement plans in 2006.

LISTING AND GENERAL INFORMATION

Authorization

The program has been established and the securities will be issued pursuant to authority granted by the
Board of Directors of Wachovia on December 14, 2004 and December 18-19, 2006, as such authority may
be supplemented from time to time.

Material Change

As of the date of this prospectus, other than as disclosed or contemplated herein or in the documents
incorporated by reference, to the best of Wachovia�s knowledge and belief, there has been no material
adverse change in the financial position of Wachovia on a consolidated basis since December 31, 2006. See
�Where You Can Find More Information� above.

Litigation

As of the date of this prospectus, other than as disclosed or contemplated herein or in the documents
incorporated by reference, to the best of Wachovia�s knowledge and belief, Wachovia is not a party to any
legal or arbitration proceedings (including any that are pending or threatened) which may have, or have had,
since December 31, 2006, a significant effect on Wachovia�s consolidated financial position or that are
material in the context of the program or the issue of the securities which could jeopardize Wachovia�s
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ability to discharge its obligation under the program or of the securities issued under the program.

Clearance Systems

The securities have been accepted for clearance through the DTC, Euroclear and Clearstream systems. The
appropriate CUSIP, Common Code and ISIN for each tranche or series of securities to be held through any
of these systems will be contained in the relevant pricing supplement.

Agents

The United States Registrar and Domestic Paying Agent for the securities will be initially U.S. Bank,
National Association, located at its corporate trust office at Hearst Tower, 219 N. Tryon Street, 27th Floor
Charlotte, NC 28202. Wachovia may also designate itself or one of its affiliates as registrar of one or more
series of warrants from time to time.

The London Paying Agent and London Issuing Agent for the securities will initially be Citibank, N.A.,
located at P.O. Box 18055, 5 Carmelite Street, London, EC4Y OPA.
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ISSUER

Wachovia Corporation

One Wachovia Center

Charlotte, North Carolina 28288-0013

United States of America

UNITED STATES REGISTRAR AND

DOMESTIC PAYING AGENT

LONDON PAYING AGENT

AND LONDON ISSUING AGENT

U.S. Bank
National Association

Hearst Tower

219 N. Tryon Street, 27th Floor

Charlotte, North Carolina 28288-0600

United States of America

Citibank, N.A.

P.O. Box 18055

5 Carmelite Street,

London EC4Y OPA

LEGAL ADVISORS

To the Issuer To Wachovia Capital Markets, LLC

As to United States Law: As to United States Law:

Ross E. Jeffries, Jr., Esq.

Senior Vice President and

Deputy General Counsel

Wachovia Corporation

Sullivan & Cromwell LLP

125 Broad Street

New York, New York 10004

United States of America
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One Wachovia Center

Charlotte, North Carolina 28288-0630

United States of America
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$6,000,000.00

Wachovia Corporation

Strategic Access Securities due January 5, 2010

Linked to a Basket of Indices

PRICING SUPPLEMENT

December 24, 2007

Wachovia Securities
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