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BEFORE THE PUBLIC UTILITY COMMISSION
OF OREGON

UP-___

In the Matter of the Application of )
PORTLAND GENERAL ELECTRIC COMPANY ) Application for approval of the
in Regard to the sale of its property. ) Sale of Property

)

Pursuant to ORS 757.480 and OAR 860-27-0025, Portland General Electric Company

("PGE") seeks approval from the Oregon Public Utility Commission ("Commission") to sell

certain PGE property no longer useful or necessary for providing utility service to the public.

Background

PGE owns approximately 37.47 acres of property located at 5201 State Street in Salem,

Oregon (“Property”), adjacent to PGE’s Bethel substation property, that was originally purchased

as buffer property for the Bethel generation plant. In 1998, two combustion turbines were

removed from the Bethel generation plant, but the Bethel substation, fuel oil tanks and other

miscellaneous systems still reside adjacent to the Property.

The Property consists of about 25 acres of mostly well-maintained level ground and the

balance of the property consists of nature trails with the Fruitland creek running north to

northeast on the property. The Property is currently being leased as a youth soccer complex that

is in accordance with all applicable laws, statutes, and regulations to maintain a physical buffer

for the adjoining property owned by PGE. Salem United Soccer Club, now known as Cascade

Futbol Club, has leased the Property as a working soccer field for a number of years.

PGE seeks Commission approval to sell the Property to Cascade Futbol Club. The Option

Agreement (“Option”), dated December 1, 2006, states the Property will be sold as is.
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Additionally, since PGE has the option to construct and operate a generation facility or allow a

third party to construct or operate a facility on the adjoining property, PGE wishes to ensure that

the Property continues to be utilized as a buffer for its adjoining property. Therefore, if the sale is

approved, PGE will execute a special warranty deed with restrictive covenants including one that

limits the use of the property to be used solely as a youth-soccer complex, “open” or “green”

space and/or public park. PGE also intends to maintain transmission and distribution lines over

the Property, so it will retain an easement as a condition of the sale.

For valuation purposes, an independent MAI appraiser inspected these two PGE

properties and researched general market conditions. The 2005 appraisal yielded the value of the

leased Property at $515,000, without any restrictive covenants. Because of the anticipated

restrictions on the use of the property, a revised appraisal was completed in June 2007.

According to that most recent appraisal, the total purchase price of $275,160 is above market

value. Payment is due and payable in cash to PGE upon closing.

For accounting purposes, PGE will defer the gain on the Property of approximately

$124,386. PGE has agreed to adhere to Staff’s desired treatment of gains/losses on the sale of

land for purposes of this Property sale (See Exhibit J).

I. Required Information Under OAR 860-027-0025(1)

Pursuant to the requirements of OAR 860-027-0025, PGE represents as follows:

(a) The exact name and address of the utility's principal business office: Portland

General Electric Company, 121 SW Salmon Street, Portland, Oregon 97204.

(b) The state in which incorporated, the date of incorporation, and the other states in

which authorized to transact utility operations: PGE is a corporation organized and existing

under and by the laws of the State of Oregon. The date of its incorporation is July 25, 1930.
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PGE is authorized to transact business in the states of Oregon, Washington, California, Arizona

and Montana, and in the District of Columbia, but conducts retail utility business only in the state

of Oregon. As of February 21, 1995, PGE is also registered as an extra-provincial corporation in

Alberta, Canada.

(c) Name and address of the person on behalf of applicant authorized to receive

notices and communications in respect to the applications:

Randy Dahlgren
Rates & Regulatory Affairs
Portland General Electric Company
121 SW Salmon Street, 1WTC-0702
Portland, OR 97204
(503) 464-7857 (telephone)
(503) 464-7651 (fax)
pge.opuc.filings@pgn.com

Cece Coleman
Assistant General Counsel
Portland General Electric Company
121 SW Salmon Street, 1WTC-1301
Portland, OR 97204
(503) 464-7831 (telephone)
(503) 464-2200 (fax)
cece.coleman@pgn.com

In addition, the names and addresses to receive notices and communications via the e-mail

service list are:

Patrick G. Hager, Manager, Regulatory Affairs
E-Mail: Patrick.Hager@pgn.com, and

Bonnie Gariety, Analyst
E-Mail: Bonnie.Gariety@pgn.com

(d) The names, titles, and addresses of the principal officers: 

As of August 10, 2007, the following are the principal officers of PGE, with primary
business offices located at 121 SW Salmon Street, Portland, Oregon 97204:

Name Title

Peggy Y. Fowler Chief Executive Officer & President

James J. Piro Executive Vice President Finance, CFO & Treasurer

Stephen R. Hawke Senior Vice President, Customer Service and Delivery

Arleen N. Barnett Vice President
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Name Title

Carol A. Dillin Vice President

Jay J. Dudley Vice President, General Counsel

Campbell A. Henderson Vice President & Chief Information Officer

Pamela G. Lesh Vice President

James F. Lobdell Vice President

Joe A. McArthur Vice President

William O. Nicholson Vice President

Stephen M. Quennoz Vice President, Nuclear & Power Supply / Generation

Kirk M. Stevens Controller and Assistant Treasurer

Marc S. Bocci Corporate Secretary

Kristin A. Stathis Assistant Treasurer

Nora E. Arkonovich Assistant Secretary

Cheryl A. Chevis Assistant Secretary

Karen J. Lewis Assistant Secretary

(e) A description of the general character of the business done and to be done, and a

designation of the territories served, by counties and states: PGE is engaged in the generation,

purchase, transmission, distribution, and sale of electric energy for public use in Clackamas,

Columbia, Hood River, Jefferson, Marion, Morrow, Multnomah, Polk, Washington, and Yamhill

counties, Oregon.

(f) A statement, as of the date of the balance sheet submitted with the application,

showing for each class and series of capital stock: brief description; the amount authorized (face

value and number of shares); the amount outstanding (exclusive of any amount held in the

treasury); amount held as reacquired securities; amount pledged; amount owned by affiliated
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interests; and amount held in any fund: The following represents PGE’s stock as of June 30,

2007, the date of PGE’s (10-Q):

* Company Directors hold 10,033 shares. The following family of funds – Franklin Resources, Inc (9.6%),
Shapiro Capital Management Co., Inc. (7.16%), and American Century Companies (6.08%) – hold PGE
common stock. PGE does not have enough information to conclude whether or not these funds qualify as
affiliates. We provide this information to assist staff in its analysis, if needed.

None of the capital stock is held as reacquired securities, pledged, held by affiliated

corporations, or held in any fund, except as noted above.

(g) A statement, as of the date of the balance sheet submitted with the application,

showing for each class and series of long-term debt and notes: brief description (amount,

interest rate and maturity); amount authorized; amount outstanding (exclusive of any amount

held in the treasury); amount held as reacquired securities; amount pledged; amount held by

affiliated interests; and amount in sinking and other funds: The long-term debt as of June 30,

2007 is as follows:

Outstanding
Shares

Amount
($000s)

Cumulative Preferred Stock:
None 0 $0

Common Stock: *
No Par Value 62,510,033 $644,029
(80,000,000 shares authorized):
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Description
Authorized

($000s)
Outstanding

($000s)

First Mortgage Bonds:

5.6675% series due 10-25-2012 100,000 100,000
5.279% series due 4/1/2013 50,000 50,000
6.26% series due 5-1-2031 100,000 100,000
6.31% series due 5-1-2036 175,000 175,000
5.625% series VI due 8-1-2013 50,000 50,000
MTN series due 8-11-2021 9.31% 20,000 20,000
6.75% series VI due 8-1-2023 50,000 50,000
6.875% series VI due 8-1-2033 50,000 50,000
5.80% series due 6-1-2039 170.000 170,000

Total First Mortgage Bonds 765,000 765,000

Pollution Control Bonds:

City of Forsyth, MT

5.45% series B 5-1-2033 21,000 21,000
5.20% series A 5-1-2033 97,800 97,800

Port of Morrow, OR
5.20% series A 5-1-2033 23,600 23,600

Variable % due 12- 1-2031 5,800 5,800

Port of St Helens, OR
4.80% series due 4-01-2010 20,200 20,200
4.80% series due 6-01-2010 16,700 16,700
5.25% series due 8-1-2014 9,600 9,600

Total Pollution Control Bonds 194,700 194,700

Other Long Term Debt:
7.875% notes due March 15, 2010 150,000 149,250
Capital lease obligations 0 0
Long-Term Contracts 64 64
Unamortized Debt Discount and Other (1,424) (1,424)

Total Other Long-Term Debt 148,640 147,890

Total Long-Term Debt 1,108,340 1,107,590

None of the long-term debt is pledged or held as reacquired securities, by affiliated

corporations, or in any fund, except as noted above.

(h) Whether the application is for disposition of facilities by sale, lease, or otherwise,

a merger or consolidation of facilities, or for mortgaging or encumbering its property, or for the

acquisition of stock, bonds, or property of another utility, also a description of the consideration,

if any, and the method of arriving at the amount thereof: This application requests approval for
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PGE to sell property (37.47 acres) located at PGE’s Bethel Substation in Salem, Oregon to

Cascade Futbol Club. For valuation purposes, an independent MAI appraiser inspected the

Property and researched general market conditions. The initial appraisal in 2005 yielded the

value of the leased Property at $515,000 without any restrictive covenants. However, in 2006,

when the Option Agreement was being negotiated and the need for restrictive covenants became

apparent, the leased Property was re-appraised taking into consideration the anticipated

restrictive covenants to be placed on the Property at the time of the sale, and the valuation

yielded a lower price of $275,160. The primary purpose of the restrictive covenants is to preserve

and protect in perpetuity the Property for use as a soccer complex, “open” or “green” space

and/or public park and to maintain a physical buffer for the adjoining property. The book value of

the leased Property was estimated using PGE’s accounting records.

(i) A statement and general description of facilities to be disposed of, consolidated,

merged, or acquired from another utility, giving a description of their present use and of their

proposed use after disposition, consolidation, merger, or acquisition. State whether the

proposed disposition of facilities or plan for consolidation, merger, or acquisition includes all

the operating facilities of the parties to the transaction: PGE currently has distribution and

transmission lines located over a portion of the Property. PGE will retain use of the corridor for

both existing and future transmission and/or distribution lines and other uses. A description of

the easement property is provided in Exhibit “I-4.”

(j) A statement by primary account of the cost of the facilities and applicable

depreciation reserve involved in the sale, lease, or other disposition, merger or consolidation, or

acquisition of property of another utility. If original cost is not known, an estimate of original

cost based, to the extent possible, upon records or data of the applicant or its predecessors must
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be furnished, a full explanation of the manner in which such estimate has been made, and a

statement indicating where all existing data and records may be found: A statement by primary

account of the cost of the property is included in Exhibit “L”. 

(k) A statement as to whether or not any application with respect to the transaction

or any part thereof, is required to be filed with any federal or other state regulatory body: No

application with respect to the transaction is currently required to be filed with any federal or

other state regulatory agency.

(l) The facts relied upon by applicants to show that the proposed sale, lease,

assignment, or consolidation of facilities, mortgage or encumbrance of property, or acquisition

of stock, bonds, or property of another utility will be consistent with the public interest: The

sale of the Property as a soccer field is consistent with the public interest because the rights given

up are surplus to PGE’s needs and not necessary for serving PGE’s duty to the public. PGE will

retain all other rights over the retained easement property for access, operation and maintenance

purposes for a future transmission and/or distribution lines, if needed to meet future load.

(m) The reasons, in detail, relied upon by each applicant, or party to the application,

for entering into the proposed sale, lease, assignment, merger, or consolidation of facilities,

mortgage or encumbrance of property, acquisition of stock, bonds, or property of another utility,

and the benefits, if any, to be derived by the customers of the applicants and the public: See the

Background Section and paragraphs h) and l) above.

(n) The amount of stock, bonds, or other securities, now owned, held or controlled by

applicant, of the utility from which stock or bonds are proposed to be acquired: None.

(o) A brief statement of franchises held, showing date of expiration if not perpetual,

or, in case of transfer/sale, that transferee has the necessary franchises: Not applicable.
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II. Required Exhibits Under OAR 860-027-0025(2)

The following exhibits are submitted and by reference made a part of this application:

EXHIBIT A. A copy of the charter or articles of incorporation with amendments to date:

Articles of Incorporation, as Amended and Restated, effective on April 3, 2006 (Amended and

Restated Articles previously filed in Docket UP 234 and by reference made a part of this

application).

EXHIBIT B. A copy of the bylaws with amendments to date: (Fourth Amended and Restated

Bylaws previously filed in Docket UP 237 and by reference made a part of this application).

EXHIBIT C. Copies of all resolutions of directors authorizing the proposed disposition,

merger, or consolidation of facilities, mortgage or encumbrance of property, acquisition of

stock, bonds, or property of another utility, in respect to which the application is made and, if

approval of stockholders has been obtained, copies of the resolutions of the stockholders should

also be furnished: Not applicable (no such resolutions are related to this application).

EXHIBIT D. Copies of all mortgages, trust, deeds, or indentures, securing any obligation of

each party to the transaction: None.

EXHIBIT E. Balance sheets showing booked amounts, adjustments to record the proposed

transaction and pro forma, with supporting fixed capital or plant schedules in conformity with

the forms in the annual report, which applicant(s) is required, or will be required, to file with the

Commission: Balance sheet showing booked amounts, adjustments to record the proposed

transactions and pro forma Balance sheets as of June 30, 2007 are attached. [Electronic version]
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EXHIBIT F. A statement of all known contingent liabilities, except minor items such as

damage claims and similar items involving relatively small amounts, as of the date of the

application, as of June 30, 2007: Attached. [Electronic version]

EXHIBIT G. Comparative income statements showing recorded results of operations,

adjustments to record the proposed transaction and pro forma, in conformity with the form in the

annual report which applicant(s) is required, or will be required, to file with the Commission, as

of June 30, 2007: Attached. [Electronic version]

EXHIBIT H. An analysis of surplus for the period covered by the income statements referred to

in Exhibit G, as of June 30, 2007: Attached. [Electronic version]

EXHIBIT I. A copy of each contract in respect to the sale, lease or other proposed disposition,

merger or consolidation of facilities, acquisition of stock, bonds, or property of another utility,

as the case may be, with copies of all other written instruments entered into or proposed to be

entered into by the parties to the transaction pertaining thereto: Attached [electronic version]

EXHIBIT J. A copy of each proposed journal entry to be used to record the transaction upon

each applicant's books: Attached. [Electronic version]

EXHIBIT K. A copy of each supporting schedule showing the benefits, if any, which each

applicant relies upon to support the facts as required by subsection (1)(l) of this rule and the

reasons as required by subsection (1)(m) of this rule: See responses to paragraphs h), l) and m)

above.
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EXHIBIT L. Statement by primary account of the Cost of the Property. Attached. [Electronic

version]

Dated this ____day of ___________, 2007.

Respectfully Submitted,

Patrick Hager
__________________________________________
Patrick G. Hager, Manager, Regulatory Affairs
On Behalf of Portland General Electric Company
121 SW Salmon Street, 1WTC-0702
Portland, Oregon 97204
Phone: (503) 464-7580
E-Mail: Patrick.Hager@pgn.com
Facsimile: (503) 464-7651

g:\ratecase\opuc\dockets\property\up-salem property (2007)\application\up__bethelsoccer_application (pge) 10.08.07.doc



Exhibit "E"
UP __

Adjusted
June 30, 2007 Adjustments (1) Total

Electric Utility Plant - Original Cost
Utility plant (includes construction work in progress of $255) 4,801 (0.15) 4,801
Accumulated depreciation (1,909) (1,909)

2,892 (0.15) 2,892
Other Property and Investments

Nuclear decommissioning trust, at market value 43 43
Non-qualified benefit plan trust 72 72
Miscellaneous 31 31

146 - 146
Current Assets

Cash and cash equivalents 42 0.27 42
Accounts and notes receivable (less allowance for 163 163

uncollectible accounts of $5)
Unbilled revenues 66 66
Assets from price risk management activities 78 78
Inventories, at average cost 65 65
Margin deposits 12 12
Prepayments and other 27 27
Deferred income taxes 12 12

465 0.27 465
Deferred Charges

Regulatory assets 357 357
Miscellaneous 34 34

391 391
3,894 0.12 3,894

Capitalization and Liabilities
Capitalization

Common stock,no par value, 80,000,000
shares authorized; 62,510,033 shares
outstanding 644 644

Retained earnings 659 659
Accumulated other comprehensive income (loss):
Pension and other postretirement plans (6) (6)
Long-term debt 1,108 1,108

2,405 - 2,405

Commitments and Contingencies (see Exhibit F)

Current Liabilities
Long-term debt due within one year - -
Short-term borrowings - -
Accounts payable and other accruals 245 245
Liabilities from price risk management activities 113 113
Customer deposits 5 5
Accrued interest 16 16
Accrued taxes 19 19
Dividends payable 15 15

413 - 413

Assets

Portland General Electric Company and Subsidiaries
Consolidated Balance Sheet

June 30, 2007
(Millions of Dollars)
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Exhibit "E"
UP __

Other
Deferred income taxes 259 259
Deferred investment tax credits 5 5
Trojan asset retirement obligation 110 110
Accumulated asset retirement obligation 25 25
Regulatory liabilities:

Accumulated asset retirement removal costs 434 434
Other 106 0.12 106

Non-qualified benefit plan liabilities 87 87
Miscellaneous 50 50

1,076 1,076
3,894 0.12 3,894

(1) Reflects journal entries in Exhibit "J"
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Exhibit "G"
UP__

Six Months Ended
6/30/2007 Adjustments Adjusted Total

$838 $838

Purchased power and fuel 378 378

Production and distribution 73 73

Administrative and other 90 90

Depreciation and amortization 88 88

Taxes other than income taxes 40 40

Income taxes 49 49

718 718

120 120

Allowance for equity funds used 9 9

Miscellaneous 8 8

Income taxes (1) (1)

16 16

Interest on long-term debt and other 35 35

35 35

$101 $101

Weighted-average shares outstanding
(thousands),

Basic 62,506 62,506
Weighted-average shares outstanding
(thousands),

Diluted 62,531 62,531

Earnings per share, Basic and Diluted $1.61 $1.61

Dividends declared per share

$0.46 $0.46

Operating Expenses

Net Operating Income

Other Income (Deductions)

Interest Charges

Net Income

Common Stock

Operating Revenues

(In Millions)

Portland General Electric Company and Subsidiaries
Consolidated Statement of Income

June 30, 2007

Six Months Ended
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Exhibit "H"
UP__

June 30, 2007 Adjustments (1) Adjusted Total

$587 $587

101 $101

$688 $688

Common stock 29 $29

$659 $659

(1) No preliminary adjusting entries to the Statement of Retained Earnings.

Portland General Electric Company and Subsidiaries

Consolidated Statement of Retained Earnings

June 30, 2007

(Millions of Dollars)

Six Months Ended

Balance at Beginning of
Period

Net Income

Dividends Declared

Balance at End of Period
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Exhibit "J"
UP__

PORTLAND GENERAL ELECTRIC COMPANY

PROPOSED JOURNAL ENTRIES

The following entries are to record the sale of property
located at PGE's Bethel Substation, 37.47 acres, C72-28.

Land
---------------

Selling Price 275,160
Original Cost 148,274
Accum. Depreciation 0
Selling Expenses 2,500

Gain(Loss) Realized 124,386

Account Description Debit Credit
(1)

131 Cash 275,160
186 Misc Deferred Debits (Selling Expenses) 2,500
186 Misc Deferred Debits (Land Sale Proceeds) 118,032
101 Electric Plant-in-Service 68,982
121 Non-utility Plant-in-Service 88,146
131 Cash - Estimated selling expenses 2,500

277,660 277,660
To record proceeds and retire property associated
with the sale of property located at Bethel Substation

(2)
186 Misc. Deferred Debits 124,386

411.6 Gain on disposition of property 124,386

To record the gain on the sale of property at Bethel Substation

(3)
407.3 Regulatory Debits 124,386

254 Deferred gain on property sale, UE-115 124,386

To record the deferred gain per UE-115 associated with the sale of
property at Bethel Substation
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Exhibit "L"
UP__

Cost and Description of Property

The accounting history for the Bethel property
Plat C72-28, Tax Lot 1500, and the
associated exhibit is as follows:

Bookcost Bookcost Bookcost
Date Acres Event FERC 340 FERC 360 FERC 121

1974 43.85 Purchased property per Audit 28558. Classified in Balance 183,881.91$
sheet account 101, Plant-In-Service, FERC account
340-00 Other Production Land and land rights

1978 6.4 Sold property per Audit 32229. (26,754.08)$

1999 13.36 Reclassified property to Balance sheet account 101, (56,027.12)$ 56,027.12$
Plant-In-Service, FERC account 360-00 Distribution Plant
Land and land rights

1999 3.09 Reclassified property to Balance sheet account 101, (12,954.81)$ 12,954.81$
Plant-In-Service, FERC account 360-00 Distribution Plant
Land and land rights

1999 21.02 Reclassified property to Balance sheet account 121, (88,145.90)$ 88,145.90$
Nonutility property

Total by FERC Account -$ 68,981.93$ 88,145.90$
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Exhibit "F"
Statement of Contingent Liabilities

As of June 30, 2007

Trojan Investment Recovery - In 1993, following the closure of the Trojan Nuclear Plant as part of its least cost
planning process, PGE sought full recovery of, and a rate of return on, its Trojan plant costs, including
decommissioning, in a general rate case filing with the OPUC. In 1995, the OPUC issued a general rate order which
granted the Company recovery of, and a rate of return on, 87% of its remaining investment in Trojan plant costs, and
full recovery of its estimated decommissioning costs through 2011.

Numerous challenges, appeals and reviews were subsequently filed in the Marion County Circuit Court, the Oregon
Court of Appeals, and the Oregon Supreme Court on the issue of the OPUC's authority under Oregon law to grant
recovery of, and a return on, the Trojan investment. The primary plaintiffs in the litigation were the Citizens' Utility
Board (CUB) and the Utility Reform Project (URP). The Oregon Court of Appeals issued an opinion in 1998, stating
that the OPUC does not have the authority to allow PGE to recover a return on the Trojan investment, but upholding the
OPUC's authorization of PGE's recovery of the Trojan investment and ordering remand of the case to the OPUC. PGE,
the OPUC, and URP each requested the Oregon Supreme Court to conduct a review of the Court of Appeals decision.
On November 19, 2002, the Oregon Supreme Court dismissed the petitions for review. As a result, the 1998 Oregon
Court of Appeals opinion stands and the case has been remanded to the OPUC (1998 Remand).

In 2000, while the petitions for review of the 1998 Oregon Court of Appeals decision were pending at the Oregon
Supreme Court, PGE, CUB, and the staff of the OPUC entered into agreements to settle the litigation related to PGE's
recovery of, and return on, its investment in the Trojan plant. The URP did not participate in the settlement. The
settlement, which was approved by the OPUC in September 2000, allowed PGE to remove from its balance sheet the
remaining before-tax investment in Trojan of approximately $180 million at September 30, 2000, along with several
largely offsetting regulatory liabilities. The largest of such amounts consisted of before-tax credits of approximately
$79 million in customer benefits related to the previous settlement of power contracts with two other utilities and the
approximately $80 million remaining credit due customers under terms of the 1997 merger of the Company's parent
corporation at the time (Portland General Corporation) with Enron. The settlement also allowed PGE recovery of
approximately $47 million in income tax benefits related to the Trojan investment which had been flowed through to
customers in prior years; such amount was substantially recovered from PGE customers by the end of 2006. After
offsetting the investment in Trojan with these credits and prior tax benefits, the remaining Trojan regulatory asset
balance of approximately $5 million (after tax) was expensed. As a result of the settlement, PGE's investment in Trojan
is no longer included in rates charged to customers, either through a return of or a return on that investment. Authorized
collection of Trojan decommissioning costs is unaffected by the settlement agreements or the OPUC orders.

URP filed a complaint with the OPUC challenging the settlement agreements and the OPUC's September 2000 order.
In March 2002, the OPUC issued an order (2002 Order) denying all of URP's challenges, and approving the accounting
and ratemaking elements of the 2000 settlement. URP appealed the 2002 Order to the Marion County Circuit Court.
On November 7, 2003, the Marion County Circuit Court issued an opinion remanding the case to the OPUC for action
to reduce rates or order refunds (2003 Remand). The opinion does not specify the amount or timeframe of any
reductions or refunds. PGE and the OPUC have appealed the 2003 Remand to the Oregon Court of Appeals. On
February 16, 2007, the Oregon Court of Appeals declined to reverse or abate the 2003 Remand and ordered the parties
to file revised briefs with the Court.

The OPUC combined the 1998 Remand and the 2003 Remand into one proceeding and is considering the matter in
phases. The first phase addresses what rates would have been if the OPUC had interpreted the law to prohibit a return
on the Trojan investment.

In Order No. 07-157 (the Order) entered on April 19, 2007, the OPUC denied the motion PGE filed in November 2006
to consolidate phases and re-open the record. In addition, the Order abated the Phase I proceeding pending a decision
by the Oregon Court of Appeals of the 2003 Remand, and ordered that a second phase of the joint remand proceedings
be immediately commenced to investigate the OPUC's delegated authority to engage in retroactive ratemaking. The
Order further stated that parties not now participating in the joint remand proceedings will be allowed to intervene and
participate in the second phase. The parties have submitted final briefs and oral argument is scheduled for August 9,
2007.
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In a separate legal proceeding, two class action suits were filed in Marion County Circuit Court against PGE on January
17, 2003 on behalf of two classes of electric service customers. One case seeks to represent current PGE customers that
were customers during the period from April 1, 1995 to October 1, 2000 (Current Class) and the other case seeks to
represent PGE customers that were customers during the period from April 1, 1995 to October 1, 2000, but who are no
longer customers (Former Class, together with the Current Class, the Class Action Plaintiffs). The suits seek damages
of $190 million for the Current Class and $70 million for the Former Class, as a result of the inclusion of a return on
investment of Trojan in the rates PGE charges its customers. On December 14, 2004, the Judge granted the Class
Action Plaintiffs' motion for Class Certification and Partial Summary Judgment and denied PGE's motion for Summary
Judgment. On March 3, 2005 and March 29, 2005, PGE filed two Petitions for an Alternative Writ of Mandamus with
the Oregon Supreme Court, asking the Court to take jurisdiction and command the trial Judge to dismiss the complaints
or to show cause why they should not be dismissed and seeking to overturn the Class Certification. On
August 31, 2006, the Oregon Supreme Court issued a ruling on PGE's Petitions for Alternative Writ of Mandamus,
abating the class action proceedings until the OPUC responds to the 2003 Remand (described above). The Oregon
Supreme Court concluded that the OPUC has primary jurisdiction to determine what, if any, remedy it can offer to PGE
customers, through rate reductions or refunds, for any amount of return on the Trojan investment PGE collected in rates
for the period from April 1995 through October 2000. The Supreme Court further stated that if the OPUC determines
that it can provide a remedy to PGE's customers, then the class action proceedings may become moot in whole or in
part, but if the OPUC determines that it cannot provide a remedy, and that decision becomes final, the court system may
have a role to play. The Supreme Court also ruled that the plaintiffs retain the right to return to the Marion County
Circuit Court for disposition of whatever issues remain unresolved from the remanded OPUC proceedings. On October
5, 2006, the Marion County Circuit Court issued an Order of Abatement in response to the ruling of the Oregon
Supreme Court, abating the class actions for one year.

On February 14, 2005, PGE received a Notice of Potential Class Action Lawsuit for Damages and Demand to Rectify
Damages from counsel representing Frank Gearhart, David Kafoury and Kafoury Brothers, LLC (Potential Plaintiffs),
stating that Potential Plaintiffs intend to bring a class action lawsuit against the Company. Potential Plaintiffs allege
that for the period from October 1, 2000 to the present, PGE's electricity rates have included unlawful charges for a
return on investment in Trojan in an amount in excess of $100 million. Under Oregon law, there is no requirement as to
the time the lawsuit must be filed following the 30-day notice period. No action has been filed to date.

Management cannot predict the ultimate outcome of the above matters. However, it believes these matters will not have
a material adverse impact on the financial condition of the Company, but may have a material impact on the results of
operations and cash flows for a future reporting period. No reserves have been established by PGE for any amounts
related to this issue.

Colstrip Royalty Claim - Western Energy Company (WECO) supplies coal from the Rosebud Mine in Montana under
a Coal Supply Agreement and a Transportation Agreement with owners of Colstrip Units 3 and 4, in which PGE has a
20% ownership interest. In 2002 and 2003, WECO received two orders from the Office of Minerals Revenue
Management of the U.S. Department of the Interior which asserted underpayment of royalties and taxes by WECO
related to transportation of coal from the mine to Colstrip during the period October 1991 through December 2001.
WECO subsequently appealed the two orders to the Minerals Management Service (MMS) of the U.S. Department of
the Interior. On March 28, 2005, the appeal by WECO was substantially denied. On April 28, 2005, WECO appealed
the decision of the MMS to the Interior Board of Land Appeals of the U.S. Department of the Interior. In late
September 2006, WECO received an additional order from the Office of Minerals Revenue Management to report and
pay additional royalties for the period January 2002 through December 2004.

In May 2005, WECO received a "Preliminary Assessment Notice" from the Montana Department of Revenue, asserting
claims similar to those of the Office of Minerals Revenue Management.

WECO has indicated to the owners of Colstrip Units 3 and 4 that, if WECO is unsuccessful in the above appeal process,
it will seek reimbursement of any royalty payments by passing these costs on to the owners. The owners of Colstrip
Units 3 and 4 advised WECO that their position would be that these claims are not allowable costs under either the Coal
Supply Agreement or the Transportation Agreement.

Management cannot predict the ultimate outcome of the above matters or estimate any potential loss. Based on
information currently known to the Company's management, PGE does not expect that this issue will have a material
adverse effect on its financial condition, results of operations or cash flows. If WECO is able to pass any of these costs
on to the owners, the Company would most likely seek recovery through the ratemaking process.
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Harborton - A 1997 investigation by the Environmental Protection Agency (EPA) of a 5.5 mile segment of the
Willamette River known as the Portland Harbor revealed significant contamination of sediments within the harbor. The
EPA subsequently included the Portland Harbor on the federal National Priority List pursuant to the federal
Comprehensive Environmental Response, Compensation, and Liability Act (Superfund).

In December 2000, PGE received from the EPA a "Notice of Potential Liability" regarding the Harborton Substation
facility. The notice listed sixty-eight other companies that the EPA believes may be Potentially Responsible Parties
(PRPs) with respect to the Portland Harbor Superfund Site.

In February 2002, PGE provided a report on its remedial investigation of the Harborton site to the Oregon Department
of Environmental Quality (DEQ). The report concluded that there is no likely present or past source or pathway for
release of hazardous substances to surface water or sediments in the Portland Harbor Superfund Site at or from the site
and that the site does not present a high priority threat to present and future public health, safety, welfare, or the
environment. The DEQ submitted the report to the EPA and, in a May 18, 2004 letter, the EPA notified the DEQ that,
based on the summary information from the DEQ and the stage of the process, the EPA, as of that time, agreed, the
Harborton site does not appear to be a current source of contamination to the river.

In a December 6, 2005 letter, the DEQ notified PGE that the site is not likely a current source of contamination to the
river and that the site is a low priority for further action. Management believes that the Company's contribution to the
sediment contamination, if any, from the Harborton Substation site would qualify it as a de minimis PRP.

Sufficient information is currently not available to determine the total cost of investigation and remediation of the
Portland Harbor or the liability of PRPs, including PGE. Management cannot predict the ultimate outcome of this
matter or estimate any potential loss. However, it believes this matter will not have a material adverse impact on the
Company's financial condition, results of operations or cash flows.

Harbor Oil - Harbor Oil, Inc. (Harbor Oil), located in north Portland, was utilized by PGE to process used oil from the
Company's power plants and electrical distribution system from at least 1990 until 2003. Harbor Oil is also utilized by
other entities for the processing of used oil and other lubricants.

In 1974 and 1979, major oil spills occurred at the Harbor Oil site that impacted an approximate two acre area. Elevated
levels of contaminants, including metals, pesticides, and polychlorinated biphenyls (PCBs), have been detected at the
site. On September 29, 2003, Harbor Oil was included on the federal National Priority List as a federal Superfund site.

PGE received a Special Notice Letter for Remedial Investigation/Feasibility Study (RI/FS) from the EPA, dated June
27, 2005, in which the Company was named as one of fourteen PRPs with respect to the Harbor Oil site. The letter
started a period for the PRPs to participate in negotiations with the EPA to reach a settlement to conduct or finance an
RI/FS of the Harbor Oil site. On May 31, 2007, an Administrative Order on Compliance was signed by the EPA and
six other parties, including PGE, to implement an RI/FS at the Harbor Oil site.

Sufficient information is currently not available to determine the total cost of investigation and remediation of the
Harbor Oil Site or the liability of the PRPs, including PGE. Management cannot predict the ultimate outcome of this
matter. However, it believes this matter will not have a material adverse impact on the Company's financial condition,
results of operations or cash flows.

Reivables and Refunds on Wholesale Market Transactions - On May 17, 2007, the Federal Energy Regulatory
Commission (FERC) approved a March 12, 2007 settlement (the May 17 Settlement) among PGE, the California
Attorney General, the California Department of Water Resources, the California Electricity Oversight Board, the
California Public Utilities Commission, Southern California Edison Company, Pacific Gas & Electric Company, and
San Diego Gas & Electric Company that resolved all issues between the parties relating to wholesale energy
transactions in the western markets during the January 1, 2000 through June 20, 2001 time period. The settlement
resolved a number of proceedings and investigations before the FERC and the U.S. Ninth Circuit Court of Appeals
relating to various issues and claims in the California refund case (Docket No. EL00-95), the issue of refunds for the
summer 2000 period, investigations of anomalous bidding activities and market practices (Docket Nos. IN03-10-000
and EL03-165-000), claims for refunds related to sales in the Pacific Northwest (Docket No. EL01-10), and the
complaint by the California Attorney General for refunds from market-based rates retroactively to May 1, 2000.

Certain other market participants have now joined the May 17 Settlement, but releases as to those parties do not cover
transactions outside of the California organized markets, including potential claims in the Pacific Northwest. The rights
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of parties electing not to join the settlement are unaffected and they will neither receive the benefits of the settlement
nor be subject to its obligations. PGE believes that any amount that it may owe to non-settling parties related to
transactions in the California organized market would not be material to the Company's financial condition, results of
operations or cash flows.

Pursuant to the terms of the May 17 Settlement, PGE received a cash payment from the California Power Exchange
(PX) of approximately $28 million (including net interest on the Company's past due receivables) in June 2007 and
adjusted the reserve related to this matter to zero at June 30, 2007. Based upon previously-recorded reserves and the
terms of the May 17 Settlement, PGE recorded a pre-tax increase to income of approximately $6 million in the first
quarter of 2007 (reflected as a reduction to Purchased Power and Fuel expense).

Challenge of the California Attorney General to Market-Based Rates - On March 20, 2002, the California Attorney
General filed a complaint with the FERC against various sellers in the wholesale power market, alleging that the
FERC's authorization of market-based rates violated the Federal Power Act (FPA), and, even if market-based rates were
valid under the FPA, that the quarterly transaction reports required to be filed by sellers, including PGE, did not contain
the transaction-specific information mandated by the FPA and the FERC. The complaint argued that refunds for
amounts charged between market-based rates and cost-based rates should be ordered. The FERC denied the challenge
to market-based rates and refused to order refunds, but did require sellers, including PGE, to re-file their quarterly
reports to include transaction-specific data. The California Attorney General appealed the FERC's decision to the Ninth
Circuit. On September 8, 2004, the Court issued an opinion upholding the FERC's authority to approve market-based
tariffs, but also holding that the FERC had the authority to order refunds, if quarterly filing of market-based sales
transactions had not been properly made. The Court required the FERC, upon remand, to reconsider whether refunds
should be ordered. Petitions for rehearing at the Ninth Circuit and for U.S. Supreme Court review have been denied.

In the refund case and in related dockets, including the above challenge to market-based rates, the California Attorney
General and other parties have argued that refunds should be ordered retroactively to at least May 1, 2000. The May 17
Settlement in the California refund case described above resolves all claims as to market-based rates in western energy
markets as between PGE and the named California parties and PGE and the opt-in participants during the settlement
period, January 1, 2000 through June 21, 2001; however, it does not settle such claims from market participants who do
not opt-in to the settlement, nor does it settle such potential claims arising from transactions with other market
participants outside of the California Independent System Operator and PX markets. Management cannot predict the
outcome of these proceedings or whether the FERC will order refunds retroactively to May 1, 2000, and if so, how such
refunds would be calculated. However, management believes that the outcome will not have a material adverse impact
on the Company's financial condition, results of operations or cash flows.

Pacific Northwest - In the July 25, 2001 order, the FERC also called for a preliminary evidentiary hearing to explore
whether there may have been unjust and unreasonable charges for spot market sales of electricity in the Pacific
Northwest from December 25, 2000 through June 20, 2001. During that period, PGE both sold and purchased
electricity in the Pacific Northwest. In September 2001, upon completion of hearings, the appointed administrative law
judge issued a recommended order that the claims for refunds be dismissed. In December 2002, the FERC re-opened
the case to allow parties to conduct further discovery. In June 2003, the FERC issued an order terminating the
proceeding and denying the claims for refunds. In July 2003, numerous parties filed requests for rehearing of the
June 2003 FERC order. In November 2003 and February 2004, the FERC issued orders that denied all pending requests
for rehearing. Parties have appealed various aspects of these FERC orders. Briefing has been completed and oral
argument was held on January 8, 2007. A decision in the case is pending.

The May 17 Settlement in the California refund case described above resolves all claims as between PGE and the
named California parties as to transactions in the Pacific Northwest during the settlement period, January 1, 2000
through June 21, 2001; however, it does not settle such potential claims from other market participants.

Management cannot predict the ultimate outcome of the above matter related to wholesale transactions in the Pacific
Northwest. However, it believes that the outcome will not have a material adverse impact on the financial condition of
the Company, but may have a material impact on the results of operations and cash flows for future reporting periods.
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