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L INTRODUCTION
Pursuant to Order No. 06-111 (the "Protective Order"), OAR 860-13-0031 and

the Administrative Law Judge's Ruling dated November 22, 2006, Portland General Electric

Company ("PGE") files this (1) response to the motion of the Industrial Customers of

Northwest Utilities ("ICNU") to exclude Exhibit ICNU/412 (the "Exhibit") from the

Protective Order and (2) motion to supplement the record. Because Standard & Poor's

("S&P™) no longer seeks confidential treatment of the communications that constitute the
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exhibit at issue, PGE agrees the Exhibit need not be treated as confidential under the terms of
the Protective Order and may be made public. This Response and Motion is supported by the
Affidavit of Kristin Stathis, Assistant Treasurer, Corporate Finance, with PGE, attached
hereto as Exhibit 1.

The Exhibit contains an incomplete series of e-mails between PGE and S&P
over the course of four days between Septembér 21 and September 25, 2006. The Exhibit
contains three e-mails from PGE responding to two e-mails from S&P requesting comments
on a draft quarterly report. PGE moves to supplement the record to provide the complete
series of e-mails, including the two e-mails from S&P that are not part of ICNU's Exhibit.
The e-mails from S&P clarify the source of certain changes in the draft report that were the
subject of some confusion in ICNU's Opening Briefs. PGE proposes that the Exhibit be
replaced with a new ICNU Exhibit 412 that contains the complete series of e-mails so that
the record in this docket is a true and accurate reflection of the communications at issue.

We address below: (1) the nature of PGE's relationship with credit rating
agencies; (2) a chronology of events leading to S&P's decision to permit the communications
at issue to become public; (3) a response to ICNU's claim that PGE manipulated the
evidence; and (4) PGE's motion to supplement the record.

IL PGE'S RELATIONSHIP WITH S&P
PGE maintains a professional relationship with rating agency analysts. It is

- the company's job to ensure that the rating agency reports reflect current, accurate and
reliable information. Stathis Aff., § 7. PGE regularly provides information necessary to keep
the rating agency analysts informed about its operations, finances and business environment.
The public is well aware that these communications occur. In fact, ICNU's Motion
acknowledges "the fact that PGE communicates with S&P and provides it information
related to the Company's ratings in general is no secret." ICNU Mot. at 6.
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Because the ratings agencies want to provide the most accurate information in
its reports, they often sends drafts of their reports to PGE, seeking any comments or
corrections from the company. Stathis Aff., §9. The rating agency considers information
from a number of sources, not just the company, and issues its reports based on its
independent analysis of all the information it receives from all sources. Id. The
independence and credibility of the ratings agency are paramount. /d. Without it, lenders
and market participants would lose confidence in the analysts' reports. Id. ("Standard &
Poor's professional reputation and livelihood depends on providihg investors and the public
with independent, objective assessments of companies, such as PGE").

Communications between S&P and the companies it covers are consistent
with S&P's internal Code of Conduct, which states that "issuers" (like PGE) will have the
opportunity to correct factual or other matters in order to produce a credible rating. Stathis
Aff., Ex. 3. According to its Code of Conduct, S&P "shall duly evaluate the [issuers]
response.” The communications between PGE and S&P that constitute the Exhibit are
completely consistent with S&P's Code of Conduct.

III. - CHRONOLOGS‘{ OF EVENTS

On September 21, 2006, Leo Carrillo, an analyst with S&P, forwarded to
Kristin Stathis a draft quarterly report asking for "corrections or comments." Stathis Aff.,
97, Ex. 1. On September 22, 2006, Ms. Stathis provided PGE's corrections and comments.
ICNU Ex. 412 at 3. Inresponse, on September 25, Mr. Carillo sent another draft report,
thanking Ms. Stathis for her comments and calling her "attention to the highlighted paragraph
in the attached draft" which S&P had added. Stathis Aff.,, § 7, Ex. 2. Ms. Stathis sent two
e-mails providing comments in response: one at 12:41 p.m. and the other at 1:46 p.m., on

September 25. ICNU Ex. 412 at 8, 13. S&P issued its quarterly report on PGE later that day.
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On October 26, 2006, after all testimony had been filed, and five business
days before hearings in this docket, ICNU issued 34 data requests to PGE, requesting
responses within three days. These requests included Request Nos. 232 and 234 asking for
"all information that PGE has provided to Standard & Poor's" and "all communications
between PGE and Standard & Poor's." In response to these requests, PGE produced the three
e-mails from Ms. Stathis to Mr. Carrillo. PGE marked these communications as
"confidential" subject to the Protective Order based upon its experience earlier in the docket
with Staff's similar request. Stathis Aff., §3. On December 1, 2006, PGE supplemented its
response to include the two e-mails from Mr. Carrillo forwarding the draft report. Because
of the press of the three-day turnaround for discovery responses and the large number of
requests, these e-mails were not included in PGE's initial response.

When ICNU questioned the confidential nature of the Exhibit, wé contacted
S&P. Stathis Aff., 4. S&P initially insisted that the communications remain confidential.
Id. After further inquiry, during the week of November 27, 2006, S&P informed PGE that it
could make the communications in the Exhibit public. Id. PGE has never considered its
comments on the draft quarterly report confidential. PGE has made no secret of the content
of its comments to S&P. It is the same message PGE has been telling the Commission and
parties for the last several years: NVPC variability from forecasted levels is a significant risk
to the company and its financial strength. An adequate PCA would mitigate this risk and
could improve PGE's credit rating. Given that PGE does not consider the content of its
communication confidential, once S&P confirmed its consent to release the material, PGE

told ICNU that it would file this response agreeing that the Exhibit may be made public.

* % %

* % %
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IV. PGE DID NOT MANIPULATE EVIDENCE

PGE disagrees with ICNU's unsubstantiated claims that PGE engaged in
"manipulation of evidence" and attempted to "create evidence." S&P provided PGE with a
draft report to give PGE an opportunity to correct errors and provide comments, consistent
with S&P internal Code of Conduct and S&P's standard practice. S&P's initial draft noted
that "the regulatory environment has become much less favorable," concluding that lower
ratings could follow if weak financial performance "is the result of inadequate rate relief or
punitive regulatory treatment of the Boardman outage costs." ICNU Ex. 412 at 4, 7. PGE
did not write this original draft; it merely provided comments on the draft. S&P then
reviewed those comments and made an independent assessment regarding which suggestions

to accept and which to reject. As Ms. Stathis states:

All my comments were suggestions that Standard & Poor's
could accept or reject * * *. I did not review the final draft and
did not know what language Standard & Poor's would
ultimately include.

Stathis Aff., 9 8, 12. In the end, S&P did not accept all of PGE's suggestidns, solidifying
the conclusion that the final report reflected S&P's independent judgment based upon all the
information it deemed relevant.
V. MOTION TO SUPPLEMENT THE RECORD

The Exhibit reflects three in of a series of five e-mails. The incomplete nature
of the Exhibit is misleading and already has led to some misunderstanding. For example, in
Opening Briefs, ICNU claimed that PGE created the highlighted paragraph from the draft
report S&P forwarded on September 25, upon which Ms. Stathis commented on that same
day. ICNU Opening Brief at 8. In fact, S&P added the highlighted paragraph, specifically
requesting that Ms. Stathis comment upon it. Stathis Aff., Ex. 2. ("I'd like to call your

attention to the highlighted paragraph in the attached draft"). To correct this
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misunderstanding and to provide a complete and accurate record for decision in this docket,
we respectfully request that the complete series of e-mails be included in the record and that
the two e-mails from S&P be added to the record.

Our request is supported by the evidentiary rule that when a part of a "writing
is given in evidence, any other act, declaration, conversation or writing which is necessary to
make it understood may at that time also be given into evidence." ORS 40.040, Or R Evid
106. We propose to accomplish this by amending ICNU Exhibit 412 to include all five
e-mails in the series of communications. We have attached as Exhibit 2 to this Response and
Motion a proposed replacement exhibit.

VI. CONCLUSION

For the reasons stated above, PGE agrees that communications that constitute
ICNU's Exhibit 412 may be made public and respectfully requests that the record be
supplemented. '

DATED this 1st day of December, 2006.

PORTLAND GENERAL ELECTRIC TONKON TORP LLP
COMPANY
. * ¢
DX 4l W%
'R Douglas C. Tingey, OSB No. 04436 David F. White, OSB No. 01138
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Fax: 503-464-2200 888 S.W. Fifth Avenue, Suite 1600
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Of Attorneys for Portland General Electric
Company

001991100249\728385 V001

Page 6 - PORTLAND GENERAL ELECTRIC COMPANY'S (1) RESPONSE TO ICNU
MOTION TO EXCLUDE EXHIBIT ICNU/412 FROM PROTECTIVE ORDER
AND (2) MOTION TO SUPPLEMENT THE RECORD

Tonkon Torpue

888 SW Fifth Avenue, Suite 1600
Portland, Oregon 97204
503-221-1440



BEFORE THE PUBLIC UTILITY COMMISSION

OF OREGON

UE 180/ UE 181/ UE 184

In the Matter of

PORTLAND GENERAL ELECTRIC
COMPANY

Request for a General Rate Revision (UE 180),

In the Matter of
PORTLAND GENERAL ELECTRIC
COMPANY

Annual Adjustments to Schedule 125 (2007
RVM Filing) (UE 181),

In the Matter of

PORTLAND GENERAL ELECTRIC
COMPANY

Request for a General Rate Revision relating to
the Port Westward Plant (UE 184).

hd i i S R g i L N N N N P N N N N N N

AFFIDAVIT OF
KRISTIN STATHIS

I, KRISTIN STATHIS, being first duly sworn on oath, depose and say:

1. My name is Kristin Stathis. I am employed by Portland General Electric Company

(PGE) as Assistant Treasurer, Corporate Finance.

2. The purpose of this affidavit is to explain why we requested confidential treatment for
ICNU Exhibit 412 and why we are now making this material public. Also, I will address
the process by which PGE provides Standard & Poor’s Ratings Services (Standard &
Poor’s) information that Standard & Poor’s uses in assessing PGE’s credit quality.

3. When we received ICNU Data Request No. 232 in October, we provided responsive
documents in the same manner as we had for a similar Oregon Public Utility Commission
Staff request we received in March: under the protective order as confidential. The
documents supplied ICNU in response to their Data Request No. 232 were admitted into

the record as ICNU Exhibit No. 412.
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4. When ICNU questioned whether the documents in its Exhibit 412 should be confidential,
we contacted Standard & Poor’s. Standard & Poor’s initially insisted the information
remain confidential. After further inquiry, during the week of November 27, 2006
Standard & Poor’s informed us that PGE could make the documents in ICNU Exhibit 412
public.

5. Attached to this affidavit as Exhibits 1 and 2 are two e-mails, with their attachments, that
we overlooked in attempting to respond to ICNU Data Request No. 232 within the 3-day
discovery time in UE 180. They are e-mails to me from Standard & Poor’s with attached
draft reports dated September 21, 2006 and September 25, 2006.

6. These e-mails put in better context the communications between PGE and Standard &
Poor’s for the final report published September 25, 2006, which is included as PGE
Exhibit 2705 pages 7 to 9.

a. Exhibit 1 is a September 21, 2006 e-mail to me from Standard & Poor’s including
a draft quarterly report for PGE comment.

b. My September 22, 2006 response with suggested changes to the report is ICNU
Exhibit 412 at pages 3 to 7.

c. Exhibit 2 is Standard & Poor’s September 25, 2006 11:16 A.M. e-mail with
another draft of the report. This document confirms that the “new” paragraph
came from Standard & Poor’s.

d. My September 25, 2006 12:41 P.M. e-mail with suggested changes is in ICNU
Exhibit 412 at pages 8 to 12.

e. Isent an additional comment to Standard & Poor’s about an hour later at 1:46
P.M. on September 25, 2006. This is in ICNU Exhibit 412 at pages 13 to 17.

7. We enjoy a professional relationship with rating agency analysts. It is PGE’s
responsibility to provide information necessary to keep the rating agencies informed as to
our operations, finances and business environment.

8. The communication I had with Standard & Poor’s in connection with its September 25,
2006 report (PGE Exhibit 2705 pages 7 to 9) is typical of the process for providing the
rating agencies information to consider when evaluating PGE. All my edits were
suggestions that Standard & Poor’s could accept or reject.

9. Standard & Poor’s and its analysts act professionally and independently in all my
experiences with them. Standard & Poor’s professional reputation and livelihood
depends on providing investors and the public with independent, objective assessments of
companies, such as PGE and many other Northwest companies that issue debt in the
public markets. It is routine for rating agencies to provide draft reports to PGE for
correction and comment. To the best of my knowledge, the rating agencies consider our
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comments along with other available sources of information to reach their own
independent assessment.

10. Standard & Poor’s has a Code of Conduct dated October 2005. It is posted on their web
site and a copy is attached as Exhibit 3 to this affidavit.

11. Section 3.7 of the Code of Conduct anticipates that “issuers” (like PGE) will have the
opportunity to correct factual or other matters in order to produce a credible rating. And
that “Ratings Services shall duly evaluate the [issuers’] response.” My communications
with Standard & Poor’s in September 2006 were consistent with this Code of Conduct.

12. Standard & Poor’s issued their most recent report on PGE on September 25, 2006. (PGE
Exhibit 2705 pages 7 to 9). Idid not review the final draft of this report and did not
know what language Standard & Poor’s would ultimately include.

SIGNED this 1 day of December, 2006.

KR;S I'IN STATHIS

SUBSCRIBED AND SWORN to before me this 1* day of December, 2006.

MARY M. DRAPER M e \UVMA/

NOTARY PUBLIC-OREGON s q- {
=7/ COMMISSION NO. 384531 Notary Public for Oregon o)
MY COMMISSION EXPIRES OCTOBER 10, 2008 My Commission Expires: |G | [0 /200K
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From: “Carrillo, Leo" <Leo_Carrillo@standardandpoors.com>

To: "Kristin Stathis" <Kristin.Stathis @ pgn.com>
Date: 09/21/06 12:05:06 PM

Subject: Draft Quarterly Report

Hi Kristin,

I've attached the latest quarterly report on PGE.

Please send me your corrections or comments at your earliest
convenience.

Best regards,
Leo

Leo Carrillo

Associate Director

Utilities, Energy & Project Finance
Standard & Poor's Ratings Services
One Market Street, Steuart Tower
15th Floor

San Francisco, California 94105
(415) 371-5077 - direct

(415) 371-5000 - main

(415) 371-5090 - fax
leo_carrillo@sandp.com

The information contained in this message is intended only for the recipient, and may be a confidential
attorney-client communication or may otherwise be privileged and confidential and protected from
disclosure. If the reader of this message is not the intended recipient, or an employee or agent responsible
for delivering this message to the intended recipient, please be aware that any dissemination or copying of
this communication is strictly prohibited. If you have received this communication in error, please
immediately notify us by replying to the message and deleting it from your computer. The McGraw-Hill
Companies, Inc. reserves the right, subject to applicable local law, to monitor and review the content of
any electronic message or information sent to or from McGraw-Hill employee e-mail addresses without

informing the sender or recipient of the message.
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Portland General Electric Co.

Primary Credit Analyst: Leo Carrillo, San Francisco, (1) 415-371-5077;
leo_carrillo @ standardandpoors.com

Rationale

The ratings on Portland General Electric (PGE) reflect the
company’s satisfactory business profile and strong financial
profile. PGE's business profile is 'S5' on a 10-point scale,
where '1' is excellent.

PGE is an integrated electric utility serving about
762,000 customers in Northwest Oregon, including the cities of
Portland and Salem. As of June 30, 2006, PGE has substantially
separated itself from its former parent, Enron Corp., through
the distribution of 55% of PGE’'s newly issued common stock. As
envisioned under the Enron reorganization plan, the remaining
shares will be distributed over time as creditors' claims are
settled, a process that could take years.

As of June 30, 2006, PGE had about $1 billion in total
debt.

Supportive regulation by the Oregon Public Utility
Commission (OPUC) has historically been a key credit strength,
although recent recommendations by the commission staff
suggest that the regulatory environment has become much less
favorable for the company. The commission's requirement for a
48% equity layer at PGE will gradually fall away after the
distribution of newly issued common stock to Enron’s
creditors, as part of PGE's plan to eliminate over time the
structural ring-fencing that insulated the company's credit
quality from Enron for the past four years.

One important facet of PGE’s rate design, its "resource
valuation mechanism" (RVM), permits the company to adjust its
rates at the beginning of each year based on the company's
forecast of net variable power costs as of November of the
previous year, by which time PGE has typically contracted for
90%-95% of its energy needs. Although the company's RVM
mechanism allows PGE to pass most power cost variability
through to retail customers, there is currently no mechanism
to share the risks and rewards of hydro variability.

PGE filed a general rate case in March 2006, as well as
an application with the OPUC, seeking deferral of replacement
power costs through Feb. 5, 2006, when Boardman returned to
service after the first plant outage. PGE’s request for
Boardman replacement cost recovery from the OPUC is still
pending. In its 2007 GRC, PGE has requested that its RVM
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mechanism be replaced with a comprehensive PCA mechanism to
better addressing all power cost variability issues.

PGE has 1,979 MW of efficient, low-cost hydro, coal, and
gas-fired generation resources, although plant performance at
the 585-MW Boardman coal plant has been problematic, having
experienced three forced outages since October 2005. Plant
operation resumed on July 5, 2006, after the latest outage,
which lasted 21 days, resulting in replacement power costs of
between $3 million and $4 million. The company had previously
incurred about $48 million in replacement power costs due to
the October 2005 and February 2006 plant outages. PGE benefits
from low-cost hydroelectric power purchases from the Columbia
River power system and Bonneville Power Administration, which
together account for 20% to 25% of energy requirements.

PGE is engaged in a program to acquire additional
resources to reduce its dependence on short-term power
purchases (typically of three years or less) to about 30%-35%
of its energy requirements, which subjects the company to
heightened market risk. PGE's integrated resource plan (IRP)
aims for greater ownership of generating capacity through the
400-MW Port Westward gas-fired combined cycle power plant,
currently under construction, which will be included in the
rate base in the 2006 general rate case. The Port Westward
acquisition will supplement existing owned gas-fired
generation that currently accounts for 5% to 10% of power
supplies.

PGE faces regulatory and litigation risk with respect to
the Trojan nuclear plant, where lawsuits have been filed
seeking a refund of $260 million representing a return on its
investment in Trojan. On August 31, 2006, the Oregon Supreme
Court issued a ruling that the OPUC had primary jurisdiction
to determine what remedy, if any, is due to PGE ratepayers,
and to suspend the court’s class action proceedings, pending a
final decision by the OPUC in its own proceedings on the
matter. Final resolution of the matter is likely more than a
year away. In addition, the Portland City Council's attempt to
investigate PGE's tax payment and accounting practices could
result in the city's attempt to assume rate-setting authority
with regard to electric rates for customers within city
limits. Although the city’s investigation appears to have
stalled, it has not been officially closed.

The company's latest financial metrics are adequate, but
could weaken going forward in the event of a materially
adverse financial impact related to adverse market conditions,
the Trojan litigation, or the investigation by the City of
Portland. Adjusted funds from operations (FFO) coverage of
interest was 3.4x for the 12-month period ended June 30, 2006,
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while adjusted FFO coverage of debt was 18%. Adjusted total
debt-to-capitalization increased to about 53% as of June 30,
2006. Standard & Poor's adjusts the company's financial ratios
to reflect $241 million of power purchase agreements, as well
as the addition of about $275 million in debt over the next
three years as forecast in PGE's IRP.

Short-term credit factors

The rating on PGE's short-term debt is 'A-2', which reflects
adequate liquidity, modest debt maturities, limited
requirement for external borrowings to fund capital
expenditures, and the expectation that the utility will
continue to generate stable cash flow.

The RVM in Oregon allows for the annual reset of rates
based on PGE's forecast of net variable power costs for that
year. By November, when the RVM is set, 90%-95% of PGE's open
position is filled for the next year under average water
conditions. Thus, the main liquidity risk from power supply
costs arises from hydro variations that were not incorporated
into the November forecast. PGE does not currently have a
power cost adjustment or a hydro cost deferral mechanism to
pass this risk on to customers.

A 5400 million, five-year unsecured revolving credit
facility provides adequate liquidity for operations. At June
30, 2006, the company had utilized approximately $5 million in
LOCs. The facility contains a financial covenant limiting
leverage to 65% of total capitalization, with which the
company was in compliance as of June 30, 2006.

Debt maturities are easily manageable at $9 million in
2006 and $50 million in 2007. External funding of about $275
million will be required in 2006-2008 to fund debt maturities
~and capital expenditures. PGE has long maintained access to
the capital markets, event throughout the Enron bankruptcy.

Given its substantial purchased power requirements, PGE
has some potential exposure to collateral calls in the event
of market price swings or lowered ratings. As of Sept. 30,
2005, PGE had posted approximately $21 million of collateral
and a lowering of its rating to below investment grade would
require an additional $37 million in collateral. Under
Standard & Poor's liquidity survey, PGE's market and credit
event liquidity adequacy ratio is estimated to be above 3.0x.

Outlook

The negative outlook reflects a somewhat weak financial
profile, even under generous forecast assumptions, as well as
a number of ongoing issues that could negatively affect the

Exhibit 1 - Page 4 of 5
AFFIDAVIT OF KRISTIN
STATHIS

Exhibit 1 - Page 7 of 30
PGE Rsp to ICNU Mot re
Ex 412 & Mot to Supp Record



company over the next few years. Concerns include uncertain
recovery of replacement power costs related to the four-month
Boardman plant outage, risks from hydro variations that cannot
currently be passed through to customers, contingent financial
exposure related to the Trojan litigation, and Portland's
ongoing attempts to investigate PGE's taxes and trading
practices.

Weak financial performance could lead to lower ratings,
particularly if it is the result of inadequate rate relief or
punitive regulatory treatment of Boardman outage costs. In
contrast, the outlook could be restored to stable in the event
of positive developments, such as a modification to the RVM
that allows for a hydro tariff adjustment and successful
resolution of other medium-term risks, such as the Trojan
litigation and the Portland city investigation.
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From: "Carrillo, Leo" <Leo_Carrillo @ standardandpoors.com>

To: "Kristin Stathis" <Kristin.Stathis @ pgn.com>
Date: 09/25/06 11:16:27 AM

Subject: RE: PGE Report

Hi Kristin,

Thanks for the changes. I've incorporated most of them, and added a few
additional changes of my own. I'd like to call your attention to the
highlighted paragraph in the attached draft.

We may publish this afternoon or sometime tomorrow. It all depends on
how busy our editors are.

Regards,

Leo

----- Original Message-----

From: Kristin Stathis [mailto:Kristin.Stathis @ pgn.com]
Sent: Friday, September 22, 2006 10:56 AM

To: leo_carrillo@sandp.com

Cc: James Warberg; Vicki Ingber

Subject: PGE Report

Leo, attached are our redlines to your draft report. Could you please
let me know when you intend to issue this?

Thanks again for the chance to review.

Kristin Stathis

Assistant Treasurer, Corp. Finance
Portland General Electric

121 SW Salmon St.

Portland, OR 97204

phone: 503.464.8322
fax: 503.464.2236

The information contained in this message is intended only for the recipient, and may be a confidential
attorney-client communication or may otherwise be privileged and confidential and protected from
disclosure. If the reader of this message is not the intended recipient, or an employee or agent responsible
for delivering this message to the intended recipient, please be aware that any dissemination or copying of
this communication is strictly prohibited. If you have received this communication in error, please
immediately notify us by replying to the message and deleting it from your computer. The McGraw-Hil
Companies, Inc. reserves the right, subject to applicable local law, to monitor and review the content of
any electronic message or information sent to or from McGraw-Hill employee e-mail addresses without
informing the sender or recipient of the message.
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Portland General Electric Co.

Primary Credit Analyst: Leo Carrillo, San Francisco, (1) 415-371-5077,
leo_carrillo @ standardandpoors.com

Rationale

The ratings on Portland General Electric (PGE) reflect the
company's satisfactory business profile and strong financial
profile. PGE's business profile is '5' on a 10- -point scale,
where '1l' is excellent.

PGE is an integrated electric utility serving about
762,000 customers in Northwest Oregon, including the cities of
Portland and Salem. Having distributed 55% of its newly issued
common stock as of April 3, 2006, PGE is no longer a
subsidiary of its former parent, Enron Corp.- New PGE common
stock was issued to those Enron’s creditors holding allowed
claims (43%) and to a disputed claims reserve (57%) . As
envisioned under the Enron reorganization plan, the remaining
shares in the disputed claims reserve will be distributed over
time as such creditors' claims are settled, a process that

could take years.
As of June 30, 2006, PGE had about $1 billion in total

debt.

Supportive regulation by the Oregon Public Utility
Commission (OPUC) has historically been a key credit strength.
However, the commission's requirement for a 48% equity layer
at PGE will gradually fall away after the distribution of
newly issued common stock to Enron’s creditors, as part of
PGE's plan to eliminate over time the structural ring-fencing
that insulated the company's credit quality from Enron for the
past four years.

The commission is presently reviewing PGE's 2007 general
rate case. (GRC), which it filed in March 2006. In its filing,
PGE has requested that the OPUC continue . to use a mechanism
very similar to the “"resource valuation mechanlsm” ~{RVM)
currently in place, but in addition, the company proposed a
comprehen51ve power cost adjustment (PCA) mechanism to better
addres51ng all power cost varlablllty issues, 1nclud1ng hydro
variation. OPUC staff recommended that the company’s revenue
: requlrement be cut to $30 million, resulting in an allowed ROE
of about 9.8%,- versus the $143 million in revenue requlrement
and 10.75% ROE requested by the company. The rate case is not
expected to be resolved until January 2007

The RVM mechanism is a critically important facet of
PGE’'s rate design that allows the company to adjust its rates
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at the beginning of each year based on the company's forecast
of net variable power costs as of November of the previous
year, by which time PGE has typically contracted for 90%-95%
of its energy needs. Although the company's RVM mechanism
allows PGE to pass through to retail customers most of the
company’s projected power cost variation as of November of
each, there is currently no mechanism to share the risks and
rewards of hydro variability or other costs which could cause
actual power costs to deviate from forecasted levels during
the subsequent months.

PGE has 1,973 MW of efficient, low-cost hydro, coal, and
gas-fired generation resources. PGE’s most economical
resources are its low-cost hydroelectric power purchases from
the Columbia River power system and Bonneville Power
Administration, which together account for 20% to 25% of
energy requirements. The company has one large coal resource,
a 380 MW stake in the 585-MW Boardman coal plan, but over the
past twelve months, the plant has experienced a string of
forced outages at its largest owned baseload resource and over
the long term, faces potentially high capital requirements to
meet increasingly stringent environmental regulations. Plant
operation resumed on July 5, 2006, following the third three
forced outage since October 2005.

As a result of the forced outages at Boardman, the
company has incurred about $92 million in replacement power
costs through July 5, 2006. The company has filed an
application with the OPUC, seeking deferral of the $48 million
in replacement power costs incurred through Feb. 5, 2006, when
Boardman returned to service after the first plant outage.
PGE’s request for Boardman replacement cost recovery from the
OPUC is still pending.

PGE is engaged in a program to acquire additional
resources to reduce its dependence on short-term power
purchases (typically of three years or less) to about 30%-35%
of its energy requirements, which subjects the company to
heightened market risk. PGE's integrated resource plan (IRP)
aims for greater ownership of generating capacity through the
400-MW Port Westward gas-fired combined cycle power plant,
currently under construction, which will be included in the
rate base in the 2006 general rate case. The Port Westward
acquisition will supplement existing owned gas-fired
generation that currently accounts for 5% to 10% of power
supplies.

PGE faces regulatory and litigation risk with respect to
the Trojan nuclear plant, where lawsuits have been filed
seeking a refund of $260 million representing a return on its
investment in Trojan. On August 31, 2006, the Oregon Supreme
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Court issued a ruling that the OPUC had primary jurisdiction
to determine what remedy, if any, is due to PGE ratepayers,
and to suspend the court’s class action proceedings, pending a
final decision by the OPUC in its own proceedings on the
matter. Final resolution of the matter is likely more than a
year away. In addition, the Portland City Council's attempt to
investigate PGE's tax payment and accounting practices could
result in the city's attempt to assume rate-setting authority
with regard to electric rates for customers within city
limits. Although the city’s investigation appears to have
stalled, it has not been officially closed.

The company's latest financial metrics are adequate, but
could weaken going forward in the event of a materially
adverse financial impact related to adverse market conditions,
the Trojan litigation, or the investigation by the City of
Portland. Adjusted funds from operations (FFO) coverage of
interest was 3.4x for the 12-month period ended June 30, 2006,
while adjusted FFO coverage of debt was 18%. Adjusted total
debt-to-capitalization increased to about 53% as of June 30,
2006. Standard & Poor's adjusts the company's financial ratios
to reflect $241 million of power purchase agreements, as well
as the addition of about $575 million in debt to support
capital spending over the next three years.

Short-term credit factors

The rating on PGE's short-term debt is 'A-2', which reflects
adequate liquidity, modest debt maturities, increased but
manageable reliance on external borrowings to fund capital
expenditures, and the expectation that the utility will
continue to generate stable cash flow.

The RVM in Oregon allows for the annual reset of rates
based on PGE's forecast of net variable power costs for that
year. By November, when the RVM is set, 90%-95% of PGE's open
position is filled for the next year under average water
conditions. Thus, the main liquidity risk from power supply
costs arises from hydro variations and other factors that were
not incorporated into the November forecast. PGE does not
currently have a power cost adjustment or a hydro cost
deferral mechanism to pass this risk on to customers.

A $400 million, five-year unsecured revolving credit
facility provides adequate liquidity for operations. At June
30, 2006, the company had utilized approximately $5 million in
LOCs. The facility contains a financial covenant limiting
leverage to 65% of total capitalization, with which the
company was in compliance as of June 30, 2006.
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Debt maturities are manageable at $9 million in 2006 and
$50 million in 2007. External funding of about $575 million
will be required in 2006-2008 to fund debt maturities and
capital expenditures. PGE has long maintained access to the
capital markets, event throughout the Enron bankruptcy.

Given its substantial purchased power requirements, PGE
has some potential exposure to collateral calls in the event
of market price swings or lowered ratings. As of June 30,
2006, PGE had posted approximately $5 million of collateral
and a lowering of its rating by a single rating agency to
below investment grade would require an additional $52 million
in collateral; a dual agency downgrade would require $64
million. Under Standard & Poor's liquidity survey, PGE's
market and credit event liquidity adequacy ratio is estimated

to be above 3.0x.

Outlook

The negative outlook reflects a somewhat weak financial
profile, even under generous forecast assumptions, as well as
a number of ongoing issues that could negatively affect the
company over the next few years. Concerns include uncertain
recovery of replacement power costs related to the four-month
Boardman plant outage, risks from hydro-related and other
power cost variations that cannot currently be passed through
to customers, contingent financial exposure related to the
Trojan litigation, and Portland's ongoing attempts to
investigate PGE's taxes and trading practices.

Weak financial performance could lead to lower ratings,
particularly if it is the result of inadequate rate relief or
punitive regulatory treatment of Boardman outage costs. In
contrast, the outlook could be restored to stable in the event
of positive developments, such as the adoption of a PCA in
addition to the extension of the RVM that allows for improved
cost recovery and successful resolution of other medium-term
risks, such as the Trojan litigation and the Portland city

investigation.
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Page 1 of 1

Two emails from S&P (9/21 original report and 9/25 second draft from S&) after my first comments).

One other point to add is that after my conversation w/ S&P on 9/25 and my last redlines, I did not have a sense as to what language would
make it into the final report and what wouldnt. In other words, | did not see a final draft version of the report prior to its publication and was

very curious to read it to see what language was accepted.
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Introduction

Standard & Poor’s Ratings Services' mission is to provide high-quality,
objective, independent, and rigorous analytical information to the marketplace. In order
to achieve its mission, Ratings Services strives for analytic excellence at all times,
evaluates its rating criteria, methodologies and procedures on a regular basis, and modifies
or enhances them as necessary to respond to the needs of the global capital markets.

Ratings Services endeavors to conduct the rating and surveillance processes in a
manner that is transparent and credible and that also ensures that the integrity and
independence of such processes are not compromised by conflicts of interest, abuse of
confidential information or other undue influences.

This Code of Conduct (the "Code") replaces the Standard & Poor’s Ratings Services
Code of Practices and Procedures dated September 2004. Ratings Services has adopted this
Code in order to further align its policies and procedures with Code of Conduct Fundamentals
for Credit Rating Agencies (the “lOSCO Code”) published in December 2004 by the
International Organization of Securities Commissions (“I0SCQ™). As requested by the
10SCO Code, exceptions to the IOSCO Code are set forth in Section 6 of this Code.

In order to disclose this Code to the public, this Code is available without charge
to the public on Standard & Poor’s public website, www.standardandpoors.com.
However, by making this Code available to the public, Ratings Services does not assume
any responsibility or liability to any third party arising out of or relating to this Code.
This Code shall not form a part of any contract with any third party and no third party
shall have any right (contractual or otherwise) to enforce any of this Code's provisions,
either directly or indirectly. Ratings Services in its sole discretion may revise this Code
to reflect changes in market, legal and regulatory circumstances and changes to Ratings
Services' controls, policies and procedures.

Ratings Services expects all employees to comply with this Code and the related
policies and procedures. Any exceptions to this Code or the related policies and
procedures should be approved in writing by the Executive Vice President in charge of
Ratings Services who shall be responsible for the interpretation of this Code and the
related policies and procedures.

Failure to comply with this Code and the related policies and procedures
could be sufficient reason for disciplinary action, including discharge and possible
legal sanctions.

Capitalized terms used herein are defined in Section 5 of this Code.

What are Ratings

Ratings are current opinions regarding the future creditworthiness of issuers or
issues. Ratings are based on information supplied to Ratings Services by the issuer or its
agents and information obtained by Ratings Services from other sources it considers
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reliable. Ratings Services relies on the issuer, its accountants, counsel, advisors and other
experts for the accuracy, completeness and timeliness of the information submitted in
connection with the rating and surveillance processes.

Ratings do not constitute investment, financial or other advice. Ratings are not
recommendations to purchase, hold or sell a particular security or to make any other
investment decision. Ratings and other opinions do not comment on the suitability of an
investment for a particular investor and should not be relied on when making any
investment decision. Ratings Services does not act as an investment, financial, or other
advisor to, and does not have a fiduciary relationship with, an issuer, investor or any other

person.

Ratings Services is not obligated to perform any due diligence or independent
verification of any information submitted to, or obtained by, Ratings Services in
connection with the rating and surveillance processes. Ratings Services does not perform
an audit and does not undertake to verify that the information submitted to, or obtained by,
Ratings Services is complete. Ratings are not verifiable statements of fact. The
assignment of a rating to an issuer or an issue by Ratings Services should not be viewed
as a guarantee of the accuracy, completeness, or timeliness of the information relied on in
connection with the rating or the results obtained from the use of such information.

Ratings Services reserves the right at any time to suspend, modify, lower, raise, or
withdraw a rating or place a rating on CreditWatch in accordance with its policies and

procedures.

1. QUALITY AND INTEGRITY OF THE RATING PROCESS

A. Quality of the Rating Process

1.1 | Each rating shall be based on a thorough analysis of all information known
to Ratings Services and believed by Ratings Services to be relevant to its
analysis according to Ratings Services’ established criteria and

methodology.

1.2 Ratings Services shall use rating criteria and methodologies that take into
consideration Ratings Services’ goal of maintaining rigorous analysis and
systematic processes, and, where possible, result in ratings that can be
subjected to some form of objective validation based on historical

experience.

1.3 Inassessing the creditworthiness of an issuer or issue, Analysts involved
in the preparation or review of any Rating Action shall use criteria and
methodologies established by Ratings Services. Analysts shall
consistently apply the then existing rating criteria and methodologies in
the analytical process for any Rating Action, in each case, as determined

by Ratings Services.
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14

1.5

1.6

1.7

1.8

Credit ratings shall be assigned by a vote of a rating committee comprised
of Analysts and not by any individual Analyst. Ratings shall reflect all
information known, and believed to be relevant, to the rating committee,
consistent with Ratings Services’ established criteria and methodologics.
Ratings Services shall use Analysts who, individually or collectively, have
the appropriate knowledge and experience in developing a rating opinion
for the type of credit being applied.

Ratings Services shall maintain internal records to support its credit
opinions for a reasonable period of time or in accordance with applicable

law.,

Ratings Services and its Analysts shall take steps to avoid publishing any
credit analyses or reports that contain misrepresentations or are otherwise
misleading as to the general creditworthiness of an issuer or issue.

Ratings Services shall endeavor to devote sufficient resources to perform
credible credit assessments for all issuers and issues it rates. When
deciding whether to rate or continue rating an issuer or issue, Ratings
Services shall assess whether it is able to devote sufficient Analysts with
sufficient skill sets to make a credible credit assessment, and whether its
Analysts likely will have access to sufficient information needed in order

to make such an assessment.

Ratings Services shall endeavor to structure its rating teams of Analysts in
a manner that promotes continuity and the high quality and integrity of the
rating process.

B. Monitoring and Updating

1.9 Inaccordance with Ratings Services’ established policies and procedures
for surveillance, unless the issuer requests a rating without surveillance,
once a rating is assigned Ratings Services shall monitor on an ongoing
basis and update the rating by:

a. regularly reviewing the issuer’s creditworthiness;

b. initiating a review of the status of the rating upon becoming aware of
any information that might reasonably be expected to result in a Rating
Action (including withdrawal of a rating), consistent with the
applicable rating criteria and methodology; and,

C. updating on a timely basis the rating, as appropriate, based on the
results of such review.
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1.10 Where Ratings Services makes its ratings available to the public, Ratings
Services shall publicly announce if it withdraws a rating from an issuer or
issue. Where Ratings Services’ ratings are provided only to its
subscribers, Ratings Services shall announce to its subscribers if it
withdraws a rating from an issuer or issue. In both cases, any publications
by Ratings Services of the withdrawn rating shall indicate that the rating
was withdrawn and also indicate the rating of the issuer or issue
immediately preceding the withdrawal.

C. Integrity of the Rating Process

1.11  Ratings Services and its employees shall comply with all applicable laws
and regulations governing Ratings Services’ activities in each jurisdiction

in which it operates.

1.12 Ratmgs Services and its employees shall deal fairly and honestly with
issuers, investors, other market participants, and the public.

1.13 Analysts shall be held to high standards of integrity, and Ratings Services
shall not employ individuals where there is evidence that they have

compromised integrity.

1.14  Ratings Services and its Analysts shall not, either implicitly or explicitly,
give any assurance or guarantee of a particular rating prior to the
determination of the rating by the applicable rating committee. This does
not preclude Ratings Services from developing prospective assessments
used in structured finance and similar transactions.

1.15  The Executive Vice President in charge of Ratings Services shall have
overall responsibility for the design and implementation of, and
compliance with, this Code and the related policies and procedures and
also compliance with any laws applicable to Ratings Services.

. .16 ~ An employee who becomes aware of any conduct by another employee or
entity under common control with Ratings Services in violation of this
Code, the related policies and procedures, any law applicable to Ratings
Services or that is unethical has a responsibility to promptly report such
conduct to (i) in the case of analytical matters, the employee’s direct
manager, a member of the Analytics Policy Board, or an executive
managing director or the general counsel of Ratings Services and (ii) in
the case of all other matters, the Global Regulatory Affairs Department.
Any employee’s manager, member of the Analytics Policy Board,
executive managing director or the general counsel of Ratings Services or
member of the Global Regulatory Affairs Department who receives such a
report from an employee shall take appropriate action, as determined by
the laws and regulations of the applicable jurisdiction and the applicable
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rules and guidelines sct forth by Ratings Services. Ratings Services
prohibits any form of retaliation against an employee who in good faith
reports such conduct or who in good faith assists in the investigation of
such conduct. An employee that retaliates against another employee for
either of these reasons shall be subject to disciplinary action up to and
including termination.

1.17  An employee may report conduct that is in violation of this Code, the
related policies and procedures, any law applicable to Ratings Services or
that is unethical by calling The McGraw-Hill Companies Employee
Hotline, which is available to employees worldwide and provides a
confidential way of reporting such conduct.

1.18  In order to maintain Ratings Services’ independence, objectivity and
credibility, Ratings Services shall maintain complete editorial control at all
times over Rating Actions and all other materials it disseminates to the
public, including, but not limited to, rating definitions and criteria, reports,
research updates, studies, commentaries, media releases, rating opinions or
any other information relating to its ratings. Ratings Services’ editorial
control shall include decisions as to when, or even if, any Rating Actions
and such other materials and information should be disseminated.

2. INDEPENDENCE AND AVOIDANCE OF CONFLICTS OF INTEREST

A. General

2.1 Ratings Services shall not forbear or refrain from taking a Rating Action,
if appropriate, based on the potential effect (economic, political, or
otherwise) of the Rating Action on Ratings Services, an issuer, an
investor, or other market participant.

2.2 Ratings Services and its Analysts shall use care and analytic judgment to
maintain both the substance and appearance of independence and

objectivity.

23 The determination of a rating by a rating committee shall be based only on
factors known to the rating committee that are believed by it to be relevant

to the credit analysis.

2.4  Ratings assigned by Ratings Services to an issuer or issue shall not be
affected by the existence of, or potential for, a business relationship
between Ratings Services (or any Non-Ratings Business) and the issuer (or
its affiliates) or any other party, or the non-existence of such a relationship.

2.5 Ratings Services shall ensure that ancillary business operations which do
not necessarily present conflicts of interest with Ratings Services’ rating
business have in place procedures and mechanisms designed to minimize
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the likelihood that conflicts of interest will arise. Rating Services shall
establish a firewall policy governing firewalls and operations between Ratings
Services and Non-Ratings Businesses to effectively manage conflicts of

interest.
B. Ratings Services’ Procedures and Policies

2.6 Ratings Services shall adopt written internal procedures and mechanisms
to (1) identify, and (2) eliminate, or manage and disclose, as appropriate,
any actual or potential conflicts of interest that may influence the opinions
and analyses Ratings Services makes or the judgment and analyses of
Analysts. Ratings Services shall disclose such conflict avoidance and
management measures without charge to the public on Standard & Poor’s
public website, www.standardandpoors.com.

2.7  Ratings Services’ disclosures of actual and potential conflicts of interest
should be complete, timely, clear, concise, specific and prominent.

2.8  Ratings Services shall disclose the general nature of its compensation
arrangements with rated entities. Where Ratings Services receives from a
rated entity compensation unrelated to its ratings service, such as
compensation for consulting services, Ratings Services shall disclose the
proportion that such non-rating fees constitute against the fees Ratings
Services receives from the entity for ratings services.

2.9  Ratings Services and its employees shall not engage in any Securities
‘ trading presenting conflicts of interest with Ratings Services’ rating

activities.

2.10 Ininstances where rated entities (e.g., governments) have, or are
simultaneously pursuing, oversight functions related to Ratings Services,
Ratings Services shall use different employees to conduct its Rating
Actions than those employees involved in its oversight issues.

C. Analyst and Employee Independence

2.11 Reporting lines for Analysts and their compensation arrangements shall be
structured to eliminate or effectively manage actual and potential conflicts
of interest. An Analyst shall not be compensated or evaluated on the basis
of the amount of revenue that Ratings Services derives from issuers or
issues that the Analyst rates or with which the Analyst regularly interacts.

2.12  Ratings Services shall not have Analysts who are directly involved in the
rating process initiate, or participate in, discussions regarding fees or
payments with any entity they rate.
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2.13  No Analyst shall participate in or otherwise influence the determination of
a rating in a rating committee for any particular issuer or issue if:

a. The Analyst or a member of the Analyst’s Immediate Family owns
Securities of the rated entity;

b. The Analyst or a member of the Analyst’s Immediate Family owns
Securities of any entity related to a rated entity, the ownership of
which may cause or may be perceived as causing a conflict of

interest;

c. Within the six months immediately preceding the date of the
meeting of the rating committee, the Analyst has had a recent
employment or other significant business relationship with the
rated entity that may cause or may be perceived as causing a
conflict of interest;

d. The Analyst has an Immediate Family member that currently
works for the rated entity; or

e. The Analyst has, or had within the six months immediately
preceding the date of the meeting of the rating committee, any
other relationship with the rated entity or any related entity thereof
that may cause or may be perceived as causing a conflict of

interest.

2.14  Analysts and anyone involved in the rating process (or any member of
their Immediate Family) shall not buy or sell or engage in any transaction
in any Security based on a security issued, guaranteed, or otherwise
supported by any entity within such Analyst’s area of primary analytical
responsibility, except as permitted under Ratings Services’ internal

securities trading policy.

2.15 Employees are prohibited from soliciting money, gifts or favors from
anyone with whom Ratings Services does business and are prohibited
from accepting gifts offered in the form of cash or any gifts exceeding a

minimal monetary value.

2.16  Subject to applicable law, any Analyst who becomes involved in any
personal relationship that creates the potential for any real or apparent
conflict of interest, shall disclose such relationship to the appropriate
manager or officer of Ratings Services.
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3. RESPONSIBILITIES TO THE INVESTING PUBLIC AND ISSUERS

A, Transparency and Timeliness of Ratings Disclosure

3.1

32

33

34

35

3.6

3.7

Ratings Services shall distribute in a timely manner its Ratings Actions
regarding the issuers and issues it rates.

Ratings Services shall publicly disclose its policies for distributing ratings,
reports and updates.

Ratings Services shall indicate with each of its ratings when the rating was
last changed.

Ratings Services shall make Rating Actions available to the public
without charge. Rating Actions shall be disseminated via real time posts
on Standard & Poor’s public website, www.standardandpoors.com, and
through a wire feed to the news media as well as via electronic or print
subscription services. The public shall be able to obtain a current public
rating for any issuer or issue without charge. Rating Actions and the short
explanation of the basis for the Rating Action, if any, shall remain on
Standard & Poor’s public website for a minimum of twenty-four hours.
Upon the request of an issuer, and in Ratings Services' sole discretion,
Ratings Services may agree to keep a rating confidential, and evidence this
agreement in the engagement letter with the issuer. If a rating is already
public, a subsequent Rating Action shall also be public.

Ratings Services shall publish sufficient information about its procedures,
methodologies and assumptions (including financial statement adjustments
that deviate materially from those contained in the issuer’s published
financial statements) so that outside parties can understand how a rating
was arrived at by Ratings Services. This information will include (but not
be limited to) the meaning of each rating category and the definition of
default or recovery, and the time horizon Ratings Services used when’
making a rating decision.

When publishing a rating, Ratings Services shall explain in its press
releases and reports, if any, the key elements underlying the rating, subject
to any restrictions imposed by applicable confidentiality agreements and
any applicable laws regarding the release of Confidential Information.

Where feasible and appropriate, prior to issuing or revising a rating,
Ratings Services shall inform the issuer of the critical information and
principal considerations upon which a rating is based and, if appropriate,
afford the issuer an opportunity to clarify any likely factual misperceptions
or other matters that Ratings Services would wish to be made aware of in
order to produce a credible rating. Ratings Services shall duly evaluate
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the response. Where in particular circumstances Ratings Services has not
informed the issuer prior to issuing or revising a rating, Ratings Services
shall inform the issuer as soon as practical thereafter.

3.8 Ratings Services. shall conduct periodic default and transition studies on its
ratings. Ratings Services’ default and transition studies shall contain
information as to the bases of its default analyses, key assumptions and
methodologies, all of which shall be designed to demonstrate to the
marketplace the performance of its credit ratings and track record. Default
and transition studies shall be conducted annually and may be conducted
on a more frequent basis if appropriate for a particular market. The default
and transition studies shall be available without charge to the public on
Standard & Poor’s public website, www.standardandpoors.com.

3.9 Unsolicited ratings are ratings assigned by Ratings Services without the
full participation of issuers in the rating process. Ratings Services reserves
the right, in its sole discretion, to issue ratings without the full
participation of issuers in the rating process if Ratings Services believes (i)
there is a meaningful credit market or investor interest served by the
publication of such a rating, and (ii) it has sufficient information to
support adequate analysis and, if applicable, ongoing surveillance. Ratings
Services shall indicate if a rating is an unsolicited rating. In some cases,
issuers may provide limited information to Ratings Services and Ratings
Services would still consider those ratings to be unsolicited ratings.
Ratings Services shall disclose its policies and procedures regarding
unsolicited ratings without charge to the public on Standard & Poor’s
public website, www.standardandpoors.com.

3.10 Ratings Services shall make material modifications to its methodologies
and significant practices, procedures, and processes available without
charge to the public on Standard & Poor’s public website,
www.standardandpoors.com. Where feasible and appropriate, disclosure of
such material modifications shall be made prior to their going into effect.
Ratings Services shall carefully consider the various uses of ratings before
modifying its methodologies, practices, procedures and processes.

B. The Treatment of Confidential Information

3.11 Ratings Services and its employees shall protect the confidentiality of
Confidential Information communicated to them by an issuer or its agents.
Unless otherwise permitted by an agreement with the issuer, Ratings
Services and its employees shall refrain from disclosing Confidential
Information in press releases, through research conferences, conversations
with investors, other issuers, or any other persons. Notwithstanding the
foregoing, Ratings Services shall not be restricted from: (a) publishing any
Rating Action or other opinion regarding a particular issuer or issue which
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incorporates Confidential Information without specifically disclosing it; or
(b) using third party contractors or agents bound by appropriate
confidentiality obligations to assist in any aspect of the rating process or
related business activities.

3.12 Ratings Services shall use Confidential Information only for purposes
related to its rating activities or otherwise in accordance with any
confidentiality agreements with the issuer.

3.13  Employees shall take all reasonable measures to protect all property and
records belonging to or in possession of Ratings Services from fraud, theft

Or misuse.

3.14  Employees shall not engage in transactions in Securities when they
possess Confidential Information concerning the issuer of such Security.

3.15 Employees shall familiarize themselves with the internal securities trading
policies maintained by Ratings Services, and are required to penodlcally
certify their compliance as required by such policies.

3.16  Employees shall not disclose any non-public information about Rating
Actions or possible future Rating Actions, except to related issuers and
their designated agents.

3.17 Employees shall not share Confidential Information entrusted to Ratings
Services with employees of any Non-Ratings Business without the prior
written consent of the issuer. Except for legitimate business reasons
arising in connection with the delivery of ratings or related products,
employees shall not share Confidential Information with other employees

of Ratings Services.

3.18 Ratings Services’ employees shall not use or share Confidential
Information for the purpose of trading Securities, or for any other purpose
except the conduct of Ratings Services’ business.

4. ENFORCEMENT OF CODE AND COMMUNICATION WITH MARKET
PARTICIPANTS

A, General

4.1  The Executive Vice President in charge of Ratings Services has
determined that the Analytics Policy Board and the executive managing
directors of Ratings Services shall be responsible for enforcing this Code
and the related policies and procedures to the extent provisions herein and
therein relate to analytical matters and the Global Regulatory Affairs
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Department shall be responsible for enforcing all other provisions of this
Code and the related policies and procedures.

4.2  The Senior Policy Officer of Ratings Services and regional designees shall
be responsible for communicating with market participants and the public
about any questions, concems or complaints that Ratings Services may
receive. The Senior Policy Officer and regional designees shall help to
ensure that Ratings Services’ officers and management are informed of
those issues that Ratings Services’ officers and management would want to
be made aware of when setting Ratings Services’ policies
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5. DEFINITIONS

For purposes of this Code, the terms set forth below shall have the following
meanings:

"Analyst" shall mean, with respect to any issuer or issue, an employee who (i) has
been assigned to determine and vote on ratings relating to such issuer or issue" and (ii) is
not involved in any commercial discussions with such issuer or relating to such issue.

“Analytics Policy Board” shall mean a group of experienced credit rating staff
from around the world representing Ratings Services’ diverse field of expertise in credit
analysis that is chaired by the Chief Credit Officer of Ratings Services.

“Code” shall have the meaning set forth in the Introduction.

"Confidential Information" shall mean information received by Ratings Services
from an issuer or its accountants, attorneys, or other agents which has been marked
"Proprietary and Confidential" or in respect of which Ratings Services has received from
the issuer specific written notice of its proprietary and confidential nature.
Notwithstanding the foregoing, information disclosed by the issuer or its accountants,
attorneys, or other agents shall not be deemed to be Confidential Information if such
information (i) was substantially known by Ratings Services at the time of such
disclosure, (ii) was known to the public at the time of such disclosure, (iii) becomes
known to the public (other than by Ratings Services' act) subsequent to such disclosure,
(iv) is disclosed lawfully to Ratings Services by a third party subsequent to such
disclosure, (v) is developed independently by Ratings Services without reference to the
Confidential Information, (vi) is approved in writing by the issuer for public disclosure, or
(vii) is required to be disclosed by any law, rule or regulation or is disclosed at the
request of any governmental agency or authority.

“Immediate Family” shall mean an employee’s spouse, domestic partner, minor
child, stepchild, grandchild, parent, stepparent, grandparent, sibling, mother-or-father-in-
law, sister- or brother-in-law, and son- or daughter-in-law, including adoptive and
guardian relationships, in each case, sharing the same household as the employee, and
any entity or trust owned or controlled by a person named above.

“10SCO” shall have the meaning set forth in the Introduction.
“IOSCO Code” shall have the meaning set forth in the Introduction.

"Non-Ratings Business" shall mean all segments and operating groups of The
McGraw-Hill Companies, Inc. as well as segments and operating groups of McGraw-Hill
Companies subsidiaries, other than Ratings Services.
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""Rating Action" shall mean any initial rating, any change, withdrawal, or
suspension of an existing rating, any CreditWatch action or the assignment of a new

QOutlook.

“Security” shall mean any stock, note, bond, debenture, limited partnership
interest, limited liability company interest, investment contract, shares of funds or other’
financial instrument commonly known as a security and also includes any put or call
option, or any other derivative instrument, relating to a Security. For the purposes of this
Code, a Security shall not include the following:

6)) futures, with the exception of single stock futures;

(ii) personal insurance policies, such as homeowners, life, auto, disability, and
individual annuity policies;

(ii)  deposits in and certificates of deposit of banks, savings and loans, and credit
unions;

(iv)  ownership in a housing co-op, property owners association, or similar not-for-
profit association or corporation related to the ownership or enjoyment of the

property;

) investments in any retirement plan, employee stock purchase plan, or savings
and investment plan sponsored by The McGraw-Hill Companies, Inc., any
former employer of a Ratings Services’ employee, or by any current or former
employer of a member of the employee’s Immediate Family if the employee or
Immediate Family member cannot direct the plan’s investment specific

Securities;

(vi)  ownership of a partnership interest, membership interest or stock in an LLC, or
similar interest that is an integral part of a person’s employment in such
partnership or LLC;

(vii)  open-end mutual fund shares, unless (a) the fund is advised or sub-advised by
any unit of Standard & Poor’s or (b) the Ratings Services’ employee works in
Fund Ratings and Evaluations;

(viii)  U.S. Treasury securities and direct obligations of the U.S. government, unless
the Ratings Services’ employee works in U.S. Sovereign Finance; or

(ix)  if the Ratings Services” employee is in an office outside of the U.S., any direct
obligation of the national or federal government of the country in which the
employee’s office is located, and obligations the principal and interest on
which are fully guaranteed by the national or federal government of the
country in which the employee’s office is located, unless the employee works
in Sovereign Finance in that country.
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6. 10SCO CODE OF CONDUCT FUNDAMENTALS FOR CREDIT RATING
AGENCIES

Ratings Services fully supports the essential purpose of the IOSCO Code, which
is to promote investor protection by safeguarding the integrity of the rating process.
Ratings Services believes that the Code is consistent with the IOSCO Code and
appropriately implements IOSCO’s Statement of Principles Regarding the Activities of
Credit Rating Agencies published in September 2003.

There are two areas in which the provisions of the Code differ from the provisions
of the IOSCO Code: (i) Ratings Services operation and legal separation and (ii) the rating
process for an unsolicited ratings. Notwithstanding these differences, Ratings Services
believes that the independence, integrity, credibility and objectivity of the rating and
surveillance processes is not affected and, therefore, the IOSCO Code’s essential purposc

will be achieved.

Rating Services operates in multiple global locations, in each case, as a division
or a representative of a division of The McGraw-Hill Companies, Inc. or a subsidiary
thereof. The McGraw-Hill Companies, Inc. provides shared services to all of its
segments, units or divisions, including legal, information technology, human resources
and finance functions. In addition, Standard & Poor’s may provide shared services for
publishing, modeling, data, sales and communication and marketing functions. In many
cases, shared or support services are performed by personnel dedicated to Ratings
Services. Ratings Services has implemented a firewall policy to ensure that the rating and
surveillance processes are not compromised by conflicts of interest, abuse of confidential

information or any other improper influence.

Ratings Services believes that ratings must be credible and must be based on
information available from all sources, including information received from issuers that
may affect unsolicited ratings. Ratings Services issues unsolicited ratings only when it
believes that it has sufficient information to be able to reach a robust credit opinion.
Ratings Services uses the following disclaimer for all of its unsolicited ratings: “This
rating(s) was initiated by Standard & Poor’s Ratings Services and may be based solely on
publicly available information and/or may not involve the participation of the issuer’s
management.” Ratings Services does not believe that it is necessary to differentiate
between unsolicited ratings that were issued without any participation by the issuer and
an unsolicited rating that involved issuer participation. The disclaimer identifies
unsolicited ratings without adding a level of complexity that may be misleading to

investors.
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{ Patrick Hager - Drait Quarterly Report

From: "Carrillo, Leo" <Leo_Carrillo @ standardandpoors.com>
To: "Kristin Stathis" <Kristin.Stathis @ pgn.com>

Date: 09/21/2006 12:05:06

Subject: Draft Quarterly Report

Hi Kristin,

I've attached the latest quarterly report on PGE.

Please send me your corrections or comments at your earliest
convenience.

Best regards,
Leo

Leo Carrillo

Associate Director

Utilities, Energy & Project Finance
Standard & Poor's Ratings Services
One Market Street, Steuart Tower
15th Floor

San Francisco, California 94105
(415) 371-5077 - direct

(415) 371-5000 - main

{(415) 371-5090 - fax
leo_carrillo@sandp.com

The information contained in this message is intended only for the recipient, and may be a confidential
attorney-client communication or may otherwise be privileged and confidential and protected from
disclosure. If the reader of this message is not the intended recipient, or an employee or agent responsible
for delivering this message to the intended recipient, please be aware that any dissemination or copying of
this communication is strictly prohibited. If you have received this communication in error, please
immediately notify us by replying to the message and deleting it from your computer. The McGraw-Hill
Companies, Inc. reserves the right, subject to applicable local law, to monitor and review the content of
any electronic message or information sent to or from McGraw-Hili employee e-mail addresses without
informing the sender or recipient of the message. '
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Portland General Electric Co.

Primary Credit Analyst: Leo Carrillo, San Francisco, (1) 415-371-5077;
leo_carrillo @ standardandpoors.com

Rationale

The ratings on Portland General Electric (PGE) reflect the
company’s satisfactory business profile and strong financial
profile. PGE's business profile is '5' on a 10-point scale,
where 'l' is excellent.

PGE is an integrated electric utility serving about
762,000 customers in Northwest Oregon, including the cities of
Portland and Salem. As of June 30, 2006, PGE has substantially
separated itself from its former parent, Enron Corp., through
the distribution of 55% of PGE’s newly issued common stock. As
envisioned under the Enron reorganization plan, the remaining
shares will be distributed over time as creditors' claims are
settled, a process that could take years.

As of June 30, 2006, PGE had about $1 billion in total
debt.

Supportive regulation by the Oregon Public Utility
Commission (OPUC) has historically been a key credit strength,
although recent recommendations by the commission staff
suggest that the regulatory environment has become much less
favorable for the company. The commission's requirement for a
48% equity layer at PGE will gradually fall away after the
distribution of newly issued common stock to Enron’s
creditors, as part of PGE's plan to eliminate over time the
structural ring-fencing that insulated the company's credit
quality from Enron for the past four years.

One important facet of PGE’s rate design, its "resource
valuation mechanism" (RVM), permits the company to adjust its
rates at the beginning of each year based on the company's
forecast of net variable power costs as of November of the
previous year, by which time PGE has typically contracted for
90%-95% of its energy needs. Although the company's RVM
mechanism allows PGE to pass most power cost variability
through to retail customers, there is currently no mechanism
to share the risks and rewards of hydro variability.

PGE filed a general rate case in March 2006, as well as
an application with the OPUC, seeking deferral of replacement
power costs through Feb. 5, 2006, when Boardman returned to
service after the first plant outage. PGE’'s request for
Boardman replacement cost recovery from the OPUC is still
pending. In its 2007 GRC, PGE has requested that its RVM
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mechanism be replaced with a comprehensive PCA mechanism to
better addressing all power cost variability issues.

PGE has 1,979 MW of efficient, low-cost hydro, coal, and
gas-fired generation resources, although plant performance at
the 585-MW Boardman coal plant has been problematic, having
experienced three forced outages since October 2005. Plant
operation resumed on July 5, 2006, after the latest outage,
which lasted 21 days, resulting in replacement power costs of
between $3 million and $4 million. The company had previously
incurred about $48 million in replacement power costs due to
the October 2005 and February 2006 plant outages. PGE benefits
from low-cost hydroelectric power purchases from the Columbia
River power system and Bonneville Power Administration, which
together account for 20% to 25% of energy requirements.

PGE is engaged in a program to acquire additional
resources to reduce its dependence on short-term power
purchases (typically of three years or less) to about 30%-35%
of its energy requirements, which subjects the company to
heightened market risk. PGE's integrated resource plan (IRP)
aims for greater ownership of generating capacity through the
400-MW Port Westward gas-fired combined cycle power plant,
currently under construction, which will be included in the
rate base in the 2006 general rate case. The Port Westward
acquisition will supplement existing owned gas-fired
generation that currently accounts for 5% to 10% of power
supplies.

PGE faces regulatory and litigation risk with respect to
the Trojan nuclear plant, where lawsuits have been filed
seeking a refund of $260 million representing a return on its
investment in Trojan. On August 31, 2006, the Oregon Supreme
Court issued a ruling that the OPUC had primary jurisdiction
to determine what remedy, if any, is due to PGE ratepayers,
and to suspend the court’s class action proceedings, pending a
final decision by the OPUC in its own proceedings on the
matter. Final resolution of the matter is likely more than a
year away. In addition, the Portland City Council's attempt to
investigate PGE's tax payment and accounting practices could
result in the city's attempt to assume rate-setting authority
with regard to electric rates for customers within city
limits. Although the city’s investigation appears to have
stalled, it has not been officially closed.

The company's latest financial metrics are adequate, but
could weaken going forward in the event of a materially
adverse financial impact related to adverse market conditions,
the Trojan litigation, or the investigation by the City of
Portland. Adjusted funds from operations (FFO) coverage of
interest was 3.4x for the 12-month period ended June 30, 2006,
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while adjusted FFO coverage of debt was 18%. Adjusted total
debt-to-capitalization increased to about 53% as of June 30,
2006. Standard & Poor's adjusts the company's financial ratios
to reflect $241 million of power purchase agreements, as well
as the addition of about $275 million in debt over the next
three years as forecast in PGE's IRP.

Short-term credit factors

The rating on PGE's short-term debt is 'A-2', which reflects
adequate liquidity, modest debt maturities, limited
requirement for external borrowings to fund capital
expenditures, and the expectation that the utility will
continue to generate stable cash flow.

The RVM 'in Oregon allows for the annual reset of rates
based on PGE's forecast of net variable power costs for that
year. By November, when the RVM is set, 90%-95% of PGE's open
position is filled for the next year under average water
conditions. Thus, the main liquidity risk from power supply
costs arises from hydro variations that were not incorporated
into the November forecast. PGE does not currently have a
power cost adjustment or a hydro cost deferral mechanism to
pass this risk on to customers.

A $400 million, five-year unsecured revolving credit
facility provides adequate liquidity for operations. At June
30, 2006, the company had utilized approximately $5 million in
LOCs. The facility contains a financial covenant limiting
leverage to 65% of total capitalization, with which the
company was in compliance as of June 30, 2006.

Debt maturities are easily manageable at $9 million in
2006 and $50 million in 2007. External funding of about $275
million will be required in 2006-2008 to fund debt maturities
and capital expenditures. PGE has long maintained access to
the capital markets, event throughout the Enron bankruptcy.

Given its substantial purchased power requirements, PGE
has some potential exposure to collateral calls in the event
of market price swings or lowered ratings. As of Sept. 30,
2005, PGE had posted approximately $21 million of collateral
and a lowering of its rating to below investment grade would
require an additional $37 million in collateral. Under
Standard & Poor's liquidity survey, PGE's market and credit
event liquidity adequacy ratio is estimated to be above 3.0x.

Outlook

The negative outlook reflects a somewhat weak financial
profile, even under generous forecast assumptions, as well as
a number of ongoing issues that could negatively affect the
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company over the next few years. Concerns include uncertain
recovery of replacement power costs related to the four-month
Boardman plant outage, risks from hydro variations that cannot
currently be passed through to customers, contingent financial
exposure related to the Trojan litigation, and Portland's
ongoing attempts to investigate PGE's taxes and trading
practices.

Weak financial performance could lead to lower ratings,
particularly if it is the result of inadequate rate relief or
punitive regulatory treatment of Boardman outage costs. In
contrast, the outlook could be restored to stable in the event
of positive developments, such as a modification to the RVM
that allows for a hydro tariff adjustment and successful
resolution of other medium-term risks, such as the Trojan
litigation and the Portland city investigation.
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’atrlck Hager Fwd PGE Report

rom: Kristin Stathis

‘o; Patrick Hager

Jate: 10/31/2006 14:25:42
subject: Fwd: PGE Report

»> Kristin Stathis 09/22/2006 10:55 AM >>>
0, attached are our redlines 1o your draft report. Could you please let me know when you intend to issue this?

“hanks again for the chance to review.

{ristin Stathis

\ssistant Treasurer, Corp. Finance
ortiand General Electric

121 SW Salmon St.

Sortland, OR 97204

shone: 503.464.8322
‘ax: 503.464.2236
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Portland General Electric Co.

Primary Credit Analyst: Leo Carrillo, San Francisco, (1) 415-371-5077;
leo_carrilio @ standardandpoors.com

Rationale
The ratings on Portland General Electric (PGE) reflect the
company’s satisfactory business profile and strong financial
profile. PGE's business profile is '5' on a 10-point scale,
where '1' is excellent. ]

PGE is an integrated electric utility serving about

791,000 customers in Northwest Oregon, including the cities of ,—‘lDeIebed:%z

- -(Deleted: June 30

- subsidiary, of its former parent, Enron Corp., through the  ____ _. Deleted; has substantially
distribution of , mewly issued PGE common stock. New PGE 1se§aza:'eg itself from
common stock was issued to Ernron'’s creditors holding allowed "‘~{Dda3¢55*°fPﬁys
claims (43%) and to a Disputed claims Reserve (57%). As _________ { Deleted:

envisioned under the Enron reorganization plan, the remaining
shares in the Disputed Claims Reserve will be distributed over
time as such creditors' claims are settled, a process that
could take years. .

As of June 30, 2006, PGE had about $1 billion in total
debt.

Supportive regulation by the Oregon Public Utility
Commission (OPUC) has historically been a key credit strength,
although recent recommendations by the commisgion staff
suggest that the regulatory environment has become much less
favorable for the company. The commission's requirement for a
48% equity layer at PGE will gradually fall away after the
distribution of newly issued common stock to Enron’s
creditors, as part of PGE's plan to eliminate over time the
structural ring-fencing that insulated the company's credit
quality from Enron for the past four years.

One important facet of PGE’s regulatory design, its ,.—-[beleted:ra:g design

"resource valuation mechanism" (RVM), permits the company to
adjust its rates at the beginning of each year based on the
company's forecast of net variable power costs as of November
of the previous year, by which time PGE has typically
contracted for 90%-95% of its energy.needs. Although the
company's RVM mechanism allows PGE to pass most power cost

forecast changes based on normal conditions through to retail __-~{De|eted: variability

customers, there is currently no mechanism to share the risks
and rewards of hydro variability or other factors which could
cause actual power costs to deviate from forecast power costs.
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| PGE filed an application with the OPUG seeking deferral

returned to service after the first plant outage. PGE’'s
request for Boardman replacement cost recovery from the OPUC
is still pending.

PGE filed a general rate case (GRC) in March 2006. In its

mechanism very similar to the RVM and, due to the varjability =

issues.
PGE has 1,973

gas-fired generation resources, although plant performance at

I the 585-MW (PGE Share 380 MW) Boardman coal plant has been
problematic, having experienced three forced outages since
October 2005. Plant operation resumed on July 5, 2006, after
the latest outage, which lasted 21 days, resulting in .
replacement power costs of between $3 million and $4 milliom.
The company has ,incurred about $92 million in replacement

power costs through July 5, 2006. PGE benefits from low-cost _
hydroelectric power purchases from the Columbia River power

| system and, until October 2006, Bonneville Power
Administration, which together account for 20% to 25% of
energy requirements.

PGE is engaged in a program to acquire additional
resources to reduce its dependence on short-term power
purchases (typically of three years or less) to about 30%-35%
of its energy requirements, which subjects the company to
heightened market risk. PGE's integrated resource plan (IRP)
aims for greater ownership of generating capacity through the
400-MW Port Westward gas-fired combined cycle power plant,
currently under construction, which will be included in the
rate base in the 2006 general rate case. The Port Westward
acquisition will supplement existing owned gas-fired
generation that currently accounts for 5% to 10% of powe
supplies.

PGE faces regulatory and litigation risk with respect to
the Trojan nuclear plant, where lawsuits have been filed
seeking a refund of $260 million representing a return on its
investment in Trojan. On-August 31, 2006, the Oregon Supreme
Court issued a ruling that the OPUC had primary jurisdiction
to determine what remedy, if any, is due to PGE ratepayers,
and~to suspend the court’s class action proceedings, pending a
final decision by the OPUC in its own proceedings on the
matter. Final resolution of the matter is likely more than a
year away. In addition, the Portland City Council's attempt to
investigate PGE's tax payment and accounting practices could
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result in the city's attempt to assume rate-setting authority
with regard to electric rates for customers within city
limits. Although the city’s investigation appears to have
stalled, it has not been officially closed.

The company's latest financial metrics are adequate, but
could weaken going forward in the event of a materially
adverse financial impact related to adverse market conditionms,
the Trojan litigation, or the investigation by the City of
Portland. Adjusted funds from operations (FFO) coverage of
interest was 3.4x for the 12-month period ended June 30, 2006,
while adjusted FFO coverage of debt was 18%. Adjusted total
debt-to-capitalization increased to about 53% as of June 30,
2006. Standard & Poor's adjusts the company's financial ratios
to reflect $241 million of power purchase agreements, as well
as the addition of about $275 million [this is low; we issued
$275 in 2006 and may issue well over $300 in 2007-2008 w/ a
wind project and other capex] in debt over the next three
years as forecast in PGE's IRP.

Short-term credit factors

The rating on PGE's short-term debt is 'A-2', which reflects
adequate liguidity, modest debt maturities, limited
requirement for external borrowings to fund capital
expenditures [see comment above], and the expectation that the
utility will continue to generate stable cash flow.

The RVM in Oregon allows for the annual reset of rates
based on PGE's forecast of net variable power costs for that
year. By November, when the RVM is set, 50%-95% of PGE's open
position is filled for the next year under average water
conditions. Thus, the main liguidity risk from power supply
costs arises from hydro variations and other factors that were
not incorporated into the November forecast. PGE does not
currently have a power cost adjustment or a hydro cost
deferral mechanism to pass this risk on to customers.

A $400 million, .five-year unsecured revolving credit
facility provides adequate liquidity for operations. At June
30, 2006, the company had utilized approximately $5 million in
LOCs. The facility contains a financial covenant limiting
leverage to 65% of total capitalization, with which the
company was in compliance as of June 30, 2006.

Debt maturities are easily manageable at $9 milliom in
2006 and %50 million in 2007 [In June 2007 we will also retire
$16mm preferred stock.]. External funding of about $275 [$275
issued in 2006 alone] million will be reguired in 2006-2008 to
fund debt maturities'and capital expenditures. PGE has long
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maintained access to the capital markets, event throughout the
Enron bankruptcy.

Given its substantial purchased power requirements, PGE
has some potential exposure to collateral calls in the event , »
of market price. swings or lowered ratings. As of June 30, __ _ _ . - - { Deleted: sept. )
2005, PGE had posted approximately $6 million of collateral = __ - { Deleted: 21 )
and a lowering of its rating to below investment grade by a
single agency would require an additional $52 million in ______ . - - peleted: 37

collateral; a dual agency downgrade our require $64 million.
Under Standard & Poor's liquidity survey, PGE's market and
credit event liquidity adequacy ratio is estimated to be above
3.0x.

Qutlook

‘The negative outlook reflects a somewhat weak financial
profile, even under generous forecast assumptions, as well as
a number of ongoing issues that could negatively affect the
company over the next few years. Concerns include uncertain
recovery of replacement power costs related to the four-month -
Boardman plant outage, risks from power cost variations that - - { Deleted: nyaro B
cannot currently be passed through to customers, contingent
financial exposure related to the Trojan litigation, and
Portland's ongoing attempts to investigate PGE's taxes and
trading practices.

Weak financial performance could lead to lower ratings,
particularly if it is the result of inadequate rate relief or
punitive regulatory treatment of Boardman outage costs. In
contrast, the outlock could be restored to stable in the event
of positive developments, such as the adoption of a PCA in

addition to the extension of the RVM that allows for improved ___-{Deleted: extention B
power cost recovery, and successful resolution of other medium- "< {peleted:a moaitication ro ]
term risks, such as the Trojan litigation and the Portland \‘\{Ddemd' D
city investigation. AN
Deleted: a hydro tariff
Tadjustment J
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From: "Carrillo, Leo" <Leo_Carrilio @ standardandpoors.com>
To: "Kristin Stathis" <Kristin.Stathis @ pgn.com>

Date: 09/25/2006 11:16:27

Subject: RE: PGE Report

Hi Kristin,

Thanks for the changes. I've incorporated most of them, and added a few
additional changes of my own. I'd like to call your attention to the
highlighted paragraph in the attached draft.

We may publish this afternoon or sometime tomorrow. It all depends on
how busy our editors are.

Regards,

Leo

----- Original Message-----

From: Kristin Stathis [mailto:Kristin.Stathis @ pgn.com]
Sent: Friday, September 22, 2006 10:56 AM

To: leo_carrillo@sandp.com

Cc: James Warberg; Vicki ingber

Subject: PGE Report

Leo, attached are our rediines to your draft report. Could you please
let me know when you intend to issue this?

Thanks again for the chance to review.

Kristin Stathis

Assistant Treasurer, Corp. Finance
Portland General Electric

121 SW Salmon St.

Portland, OR 97204

phone: 503.464.8322
fax: 503.464.2236

The information contained in this message is intended only for the recipient, and may be a confidential
attorney-client communication or may otherwise be privileged and confidential and protected from
disclosure. If the reader of this message is not the intended recipient, or an employee or agent responsible
for delivering this message to the intended recipient, please be aware that any dissemination or copying of
this communication is strictly prohibited. If you have received this communication in error, please '
immediately notify us by replying to the message and deleting it from your computer. The McGraw-Hill
Companies, Inc. reserves the right, subject to applicable local law, to monitor and review the content of
any electronic message or information sent to or from McGraw-Hill employee e-mail addresses without
informing the sender or recipient of the message.
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Portland General Electric Co.

Primary Credit Analyst: Leo Carrillo, San Francisco, (1) 415-371-5077;
leo_carrillo@standardandpoors.com

Rationale

The ratings on Portland General Electric (PGE) reflect the
company’s satisfactory business profile and strong financial
profile. PGE's business profile is '5' on a 10-point scale,
where 'l' is excellent.

PGE is an integrated electric utility serving about
762,000 customers in Northwest Oregon, including the cities of
Portland and Salem. Having distributed 55% of its newly issued
common stock as of April 3, 2006, PGE is no longer a
subsidiary of its former parent, Enron Corp. New PGE common
stock was issued to those Enron’s creditors holding allowed
claims (43%) and to a disputed claims reserve (57%). As
envisioned under the Enron reorganization plan, the remaining
shares in the disputed claims reserve will be distributed over
time as such creditors' claims are settled, a process that
could take vyears.

As of June 30, 2006, PGE had about $1 billicn in total
debt.

Supportive regulation by the Oregon Public Utility
Commission (OPUC) has historically been a key credit strength.
However, the commission's requirement for a 48% equity layer
at PGE will gradually fall away after the distribution of
newly issued common stock to Enron’s creditors, as part of
PGE's plan to eliminate over time the structural ring-fencing
that insulated the company's credit quality from Enron for the
past four years.

t] _ 3 ’mechanlsm
3 “resource valuation mechanlsm" (RVM)

currently 1n place, but in. addltlon, the company proposed a
comprehen51ve power cost adjustment (PCAa)" mechanlsm to: better
addre551ng all ‘power . cost varlablllty 1ssues, 1nc1ud1ng hydro
variation.: OPUC: staff recommended that the company s revenue
requlrement be cut to $30° mllllon, resultlng in ‘an-allowed ROE
of about 9.8%, versus the $143 mllllon in revenue requlrement
and 10. 75/~ROE ‘requested by the company .. The rate case is not
expected to be resolved until January. 2007.

The RVM mechanism is a critically important facet of
PGE’'s rate design that allows the company to adjust its rates
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at the beginning of each year based on the company's forecast
of net variable power costs as of November of the previous
year, by which time PGE has typically contracted for 90%-95%
of its energy needs. Although the company's RVM mechanism
allows PGE to pass through to retail customers most of the
company’s projected power cost variation as of November of
each, there is currently no mechanism to share the risks and
rewards of hydro variability or other costs which could cause
actual power costs to deviate from forecasted levels during
the subsequent months.

PGE has 1,973 MW of efficient, low-cost hydro, coal, and
gas-fired generation resources. PGE’s most economical
resources are its low-cost hydroelectric power purchases from
the Columbia River power system and Bonneville Power
Administration, which together account for 20% to 25% of
energy requirements. The company has one large coal resource,
a 380 MW stake in the 585-MW Boardman coal plan, but over the
past twelve months, the plant has experienced a string of
forced outages at its largest owned baseload resource and over
the long term, faces potentially high capital requirements to
meet increasingly stringent environmental regulations. Plant
operation resumed on July 5, 2006, following the third three
forced outage since October 2005.

As a result of the forced outages at Boardman, the
company has incurred about $92 million in replacement power
costs through July 5, 2006. The company has filed an
application with the OPUC, seeking deferral of the $48 million
in replacement power costs incurred through Feb. 5, 2006, when
Boardman returned to service after the first plant outage.
PGE’'s request for Boardman replacement cost recovery from the
OPUC is still pending.

PGE is engaged in a program to acquire additional
resources to reduce its dependence on short-term power
purchases (typically of three years or less) to about 30%-35%
of its energy requirements, which subjects the company to
heightened market risk. PGE's integrated resource plan (IRP)
aims for greater ownership of generating capacity through the
400-MW Port Westward gas-fired combined cycle power plant,
currently under construction, which will be included in the
rate base in the 2006 general rate case. The Port Westward
acquisition will supplement existing owned gas-fired
generation that currently accounts for 5% to 10% of power
supplies.

PGE faces regulatory and litigation risk with respect to
the Trojan nuclear plant, where lawsuits have been filed
seeking a refund of $260 million representing a return on its
investment in Trojan. On August 31, 2006, the Oregon Supreme
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Court issued a ruling that the OPUC had primary jurisdiction
to determine what remedy, if any, is due to PGE ratepayers,
and to suspend the court’s class action proceedings, pending a
final decision by the OPUC in its own proceedings on the
matter. Final resolution of the matter is likely more than a
year away. In addition, the Portland City Council's attempt to
investigate PGE's tax payment and accounting practices could
result in the city's attempt to assume rate-setting authority
with regard to electric rates for customers within city
limits. Although the city’s investigation appears to have
stalled, it has not been officially closed.

The company's latest financial metrics are adequate, but
could weaken going forward in the event of a materially
adverse financial impact related to adverse market conditions,
the Trojan litigation, or the investigation by the City of
Portland. Adjusted funds from operations (FFO) coverage of
interest was 3.4x for the 1l2-month period ended June 30, 2006,
while adjusted FFO coverage of debt was 18%. Adjusted total
debt-to-capitalization increased to about 53% as of June 30,
2006. Standard & Poor's adjusts the company's financial ratios
to reflect $241 million of power purchase agreements, as well
as the addition of about $575 million in debt to support
capital spending over the next three years.

Short-term credit factors

The rating on PGE's short-term debt is 'A-2', which reflects
adequate liquidity, modest debt maturities, increased but
manageable reliance on external borrowings to fund capital
expenditures, and the expectation that the utility will
continue to generate stable cash flow.

The RVM in Oregon allows for the annual reset of rates
based on PGE's forecast of net variable power costs for that
year. By November, when the -RVM is set, 90%-95% of PGE's open
position is filled for the next year under average water
conditions. Thus, the main liquidity risk from power supply
costs arises from hydro variations and other factors that were
not incorporated into the November forecast. PGE does not
currently have a power cost adjustment or a hydro cost
deferral mechanism to pass this risk on to customers.

A $400 million, five-year unsecured revolving credit
facility provides adequate liquidity for operations. At June
30, 2006, the company had utilized approximately $5 million in
LOCs. The facility contains a financial covenant limiting
leverage to 65% of total capitalization, with which the
company was in compliance as of June 30, 2006.
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Debt maturities are manageable at $9 million in 2006 and
$50 million in 2007. External funding of about $575 million
will be required in 2006-2008 to fund debt maturities and
capital expenditures. PGE has long maintained access to the
capital markets, event throughout the Enron bankruptcy.

Given its substantial purchased power requirements, PGE
has some potential exposure to collateral calls in the event
of market price swings or lowered ratings. As of June 30,
2006, PGE had posted approximately $5 million of collateral
and a lowering of its rating by a single rating agency to
below investment grade would require an additional $52 million
in collateral; a dual agency downgrade would require $64
million. Under Standard & Poor's liquidity survey, PGE's
market and credit event liquidity adequacy ratio is estimated
to be above 3.0x.

Outlook

The negative outlook reflects a somewhat weak financial
profile, even under generous forecast assumptions, as well as
a number of ongoing issues that could negatively affect the
company over the next few years. Concerns include uncertain
recovery of replacement power costs related to the four-month
Boardman plant outage, risks from hydro-related and other
power cost variations that cannot currently be passed through
to customers, contingent financial exposure related to the
Trojan litigation, and Portland's ongoing attempts to
investigate PGE's taxes and trading practices.

Weak financial performance could lead to lower ratings,
particularly if it is the result of inadequate rate relief or
punitive regulatory treatment of Boardman outage costs. In
contrast, the outlook could be restored to stable in the event
of positive developments, such as the adoption of a PCA in
addition to the extension of the RVM that allows for improved
cost recovery and successful resolution of other medium-term
risks, such as the Trojan litigation and the Portland city
investigation.
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Patnck Hager Fwd PGE 2006 Q2 CLIENT 1 KS redlme 092506 doc

from: Kristin Stathis

To: Patrick Hager

Date: 10/31/2006 14:25:27

Subject: Fwd: PGE 2006 Q2 CLIENT_1 KS redline 092506.doc

>>> Kristin Stathis 09/25/2006 12:41 PM >>>
Attached is a rediine per our conversation. | will be at my desk until 2:00 today so please call or email with questions.

Thanks again for the chance to review.

Kristin Stathis

Assistant Treasurer, Corp. Finance
Portland General Electric -

121 SW Saimon St.

Portiand, OR 97204

phone: 503.464.8322
fax: 503.464.2236

Exhibit 2 - Page 16 of 25
PGE Rsp to ICNU Mot re
Ex 412 & Mot to Supp Record

ile://C:\Documents%20and %20Settings\e2623 l\Local'%2OSettings\T¢mp\GW} 00001.HTM 10/31/2006



PGE’s Response to ICNU Data Request No. 232
Attachment 232-A

Portland General Electric Co.

Pritnary Credit Analyst: Leo Carrillo, San Francisco, (1) 415-371-5077;
leo_carrilio @ standardandpoors.com

Rationale

The ratings on Portland General Electric (PGE) reflect the
company'’s satisfactory business profile and strong financial
profile. PGE's business profile is '5' on a 10-point scale,
where '1' is excellent.
PGE is an integrated electric utility serving about
| 721,000 customers in Northwest Oregon, including the cities of
Portland and Salem. Having distributed 55% of its newly issued
common stock as of April 3, 2006, PGE is no longer a
subsidiary of its former parent, Enron Corp. New PGE common
| stock was issued to Enron's creditors holding allowed claims _ .- {Deleted: tnose J
(43%) and to a disputed claims reserve (57%). As envisioned
under the Enron reorganization plan, the remaining shares in
the disputed claims reserve will be distributed over time as
such creditors' claims are settled, a process that could take
years.
As of June 30, 2006, PGE had about $1 billion in total
debt.
Supportive regulation by the Oregon Public Utility
Commission (OPUC) has historically been a key credit strengthL
although -recent recommendations by the commission [UE 165
hydro tariff] and commission staff [GRC testimonyl} suggest
that the regulatory environment may be shifting toward
becoming less favorable for the company. However, the
commission's regquirement for a 48% equity layer at PGE will
gradually fall away after the distribution of newly issued
common stock to Enron’s creditors, as part of PGE's plan to
eliminate over time the structural ring-fencing that insulated
the company's credit quality from Enron for the past four

years.

- '{ D.e_leted: 762 ' J

A
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et

The RVM mechanism is a‘critibally 1mporté££ facet of

PGE’s rate design that allows the company to adjust its rates
at the beginning of each year based on the company's forecast
of net variable power costs as of November of the previous
year, by which time PGE has typically contracted for 90%-95%
of its energy needs. Although the company’'s RVM mechanism
allows PGE to pass through to retail customers most of the
company’s projected power cost variation as .of November of
each, there is currently no mechanism to share the risks and
rewards of hydro variability or other costs which could cause
actual power costs to deviate from forecasted levels during
the subseguent months.

PGE has 1,973 MW of efficient, low-cost hydro, coal, and
gas-fired generation resources. PGE’s most economical
resources are its low-cost hydroelectric power purchases from
the Columbia River power system and Bonneville Power
Administration, which together account for 20% to 25% of
energy requirements. The company has one large coal resource,
a 3B0 MW stake in the S5B85-MW Boardman coal plan, but over the
past twelve months, the plant has experienced a string of
forced outages at its largest owned baseload resource and over
the long term, faces potentially high capital requirements to
meet increasingly stringent environmental regulations. Plant
operation resumed on July 5, 2006, following the third of
three forced outage since October 2005.

As a result of the forced outages at Boardman, the
company has incurred about $92 million in replacement power
costs through July 5, 2006. The company has filed an

application with the OPUC, seeking deferral of the $46 million _.--{Deleted: 4s

in replacement power costs incurred through Feb. 5, 2006, when
Boardman returned to service after the first plant outage.
PGE’s request for Boardman replacement cost recovery from the
OPUC is still pending.

PGE is engaged in a program to acquire additional
resources to reduce its dependence on short-term power
purchases (typically of three years or less) to about 30%-35%
of its energy requirements, which subjects the company to
heightened market risk. PGE's integrated resource plan (IRP)
aims for greater ownership of generating capacity through the
400-MW Port Westward gas-fired combined cycle power plant,
currently under construction, which will be included in the
rate base in the 2006 general rate case. The Port Westward
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acquisition will supplement existing owned gas-fired
generation that currently accounts for 5% to 10% of power
supplies.

PGE faces regulatory and litigation risk with respect to
the Trojan nuclear plant, where lawsuits have been filed
seeking a refund of $260 million representing a return on its
investment in Trojan. On August 31, 2006, the Oregon Supreme
Court issued a ruling that the OPUC had primary jurisdiction
to determine what remedy, if any, is due to PGE ratepayers,
and to suspend the court’s class action proceedings, pending a
final decision by the OPUC in its own proceedings on the
matter. Final resolution of the matter is likely more than a
year away. In addition, the Portland City Council's attempt to
investigate PGE's tax payment and accounting practices could
result in the city's attempt to assume rate-setting authority
with regard to electric rates for customers within city
limits. Although the city’'s investigation appears to have
stalled, it has not been officially closed.

The company's latest financial metrics are adequate, but
could weaken going forward in the event of a materially
adverse financial impact related to adverse market conditions,
the Trojan litigation, or the investigation by the City of
Portland. Adjusted funds from operations (FFO) coverage of
interest was 3.4x for the 12-month period ended June 30, 2006,
while adjusted FFO coverage of debt was 18%. Adjusted total
debt-to-capitalization increased to about 53% as of June 30,
2006. Standard & Poor's adjusts the company's financial ratios
to reflect $241 million of power purchase agreements, as well
as the addition of about $575 million in debt to support
capital spending over the next three years.

Short-term credit factors

The rating on PGE's short-term debt is 'A-2', which reflects
adequate liquidity, modest debt maturities, increased but
manageable reliance on. external borrowings to fund capital
expenditures, and the expectation that the utility will
continue to generate stable cash flow.

The RVM in Oregon allows for the annual reset of rates
based on PGE's forecast of net variable power costs for that
year. By November, when the RVM is set, 90%-95% of PGE's open
position is filled for the next year under average water
conditions. Thus, the main ligquidity risk from power supply
costs arises from hydro variations and other factors that were
not incorporated into the November forecast. PGE does not
currently have a power cost adjustment or a hydro cost
deferral mechanism to pass this risk on to customers.
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A $400 million, five-year umsecured revolving credit
facility provides adequate liquidity for operations. At June
30, 2006, the company had utilized approximately $5 million in
LOCs. The facility contains a financial covenant limiting
leverage to 65% of total capitalization, with which the
company was in compliance as of June 30, 2006.

Debt maturities are manageable at 59 million in 2006 and
$50 million in 2007. External funding of about $575 million
* will be required in 2006-2008 to fund debt maturities and
capital expenditures. PGE has long maintained access to the
capital markets, even, throughout the Enrom bankruptcy. ____ .- Deletedi J

Given its substantial purchased power reguirements, PGE
has some potential exposure to collateral calls in the event
of market price swings or lowered ratings. As of June 30,
2006, PGE had posted approximately $6 million of collateral ____.-{Deleted:s )
and a lowering of its rating by a single rating agency to
below investment grade would require an additional $52 million
in collateral; a dual agency downgrade would require $64
million. Under Standard & Poor's liquidity survey, PGE's
market and credit event liquidity adeguacy ratio is estimated

to be above 3.0x.

Outlook

The negative outlook reflects a somewhat weak financial
profile, even under generous forecast assumptions, as well as
a number of ongoing issues that could negatively affect the
company over the next few years. Concerns include uncertain
recovery of replacement power costs related to the four-month
" Boardman plant outage, risks from hydro-related and other
power cost variations that cannot currently be passed through
to customers, contingent financial. exposure related to the
Trojan litigation, and Portland's ongoing attempts to
investigate PGE's taxes and trading practices.

Weak financial performance could lead to lower ratings,
particularly if it is the result of inadequate rate relief or
punitive regulatory treatment of Boardman outage costs. In
contrast, the outlook could be restored to stable in the event
of positive developments, such as the adoption of a
[sufficiently supportive] PCA in addition to the extension of
the RVM that allows for improved cost recovery and successful
resolution of other medium-term risks, such as the Trojan
litigation and the Portland city investigation.
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From: Kristin Stathis

To: Patrick Hager

Date: 10/31/2006 14:26:21
Subject: Fwd: Important Change

>>» Kristin Stathis 09/25/2006 1:46 PM >>>
Leo, we have one more word to change that we feel is importants. The second paragraph up from "Short-term credit factors" you say "Portland City Council's

attempt to investigate PGE's tax payment and accounting pracfices...." | have replaced the word "accounting® with *trading” - they wanted fo look into trading
practices, not accounting practices. Thanks.
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Portland General Electric Co.

Primary Credit Analyst: Leo Carrillo, San Francisco, (1) 415-371-5077;
leo_carrillo@standardandpoors.com

Rationale v

The ratings on Portland General Electric (PGE) reflect the
company’s satisfactory business profile and strong financial
profile. PGE's business profile is '5' on a 10-point scale,
where 'l' is excellent.

PGE is an integrated electric utility serving about
| 791,000 customers in Northwest Oregon, including the cities of .- Deleted: 762 )
Portland and Salem. Having distributed 55% of its newly issued
common stock as of April 3, 2006, PGE is no longer a
subsidiary of its former parent, Enron Corp. New PGE common
stock was issued to Enron’s creditors holding allowed claims ___.-{Deleted: tnose )
(43%) and to a disputed claims reserve (57%). As envisioned
under the Enron reorganization plan, the remaining shares in
the disputed claims reserve will be distributed over time as
such creditors' claims are settled, a process that could take
years.

As of June 30, 2006, PGE had about $1 billion in total

debt. :
Supportive regulation by the Oregon Public Utility.
Commission (OPUC) has historically been a key credit strength,
although recent recommendations by the commission [UE 165
hydro tariff] and commission staff [GRC testimony] suggest
that the regulatory environment may be shifting toward
becoming less favorable for the company. However, the

commission's requirement for a 48% eguity layer at PGE will
gradually fall away after the distribution of newly issued
common stock to Enron’s creditors, as part of PGE's plan to
eliminate over time the structural ring-fencing that insulated
the company's credit quality from Enron for the past four

-

___ .- Deleted: i3

-
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PGE’'s rate design that allows the company to adjust its rates
at the beginning of each year based on the company's forecast
of net variable power costs as of November of the previous
year, by which time PGE has typically contracted for 90%-95%
of its energy needs. Although the company's RVM mechanism
allows PGE to pass through to retail customers most of the
company’'s projected power cost variation as of November of
each, there is c¢urrently no mechanism to share the risks and
rewards of hydro variability or other costs which could cause
actual power costs to deviate from forecasted levels during
the subseguent months. '

PGE has 1,973 MW of efficient, low-cost hydro, coal, and
gas-fired generation resources. PGE’s most economical
resources are its low-cost hydroelectric power purchases from
the Columbia River power system and Bonneville Power
Administration, which together account for 20% to 25% of
energy requirements. The company has one large coal resource,
a 380 MW stake in the 585-MW Boardman coal plan, but over the
past twelve months, the plant has éxperienced a string of
forced outages at its largest owned baseload resource and over
the long term, faces potentially high capital requirements to
meet increasingly stringent environmental regulations. Plant
operation resumed on July 5, 2006, following the third of
three forced outage since October 2005.

As a result of the forced outages at Boardman, the
company has incurred about $92 million in replacement power
costs through July 5, 2006. The company has filed an

.- {Deleted: 48

in replacement power costs incurred through Feb. 5, 2006, when
Boardman returned to service after the first plant outage.
PGE’'s request for Boardman replacement cost recovery from the
OPUC is still pending.

PGE is engaged in a program to acquire additional
resources to reduce its dependence on short-term power
purchases (typically of three years or less) to about 30%-35%
of its energy requirements, which subjects the company to
heightened market risk. PGE's integrated resource plan (IRP)
aims for greater ovwnership of generating capacity through the
400-MW Port Westward gas-fired combined cycle power plant,
currently under construction, which will be included in the
rate base in the 2006 general rate case. The Port Westward
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acquisition will supplement existing owned gas-fired
generation that currently accounts for 5% to 10% of power
supplies.

PGE faces regulatory and litigation risk with respect to
the Trojan nuclear- plant, where lawsuits have been filed
seeking a refund of $260 million representing a return on its
investment in Trojan. On August 31, 2006, the Oregon Supreme
Court issued a ruling that the OPUC had primary jurisdiction
to determine what remedy, if any, is due to PGE ratepayers,
and to suspend the court’s class action proceedings, pending a
final decision by the OPUC in its own proceedings on the
matter. Final resolution of the matter is likely more than a
year away. In addition, the Portland City Council's attempt to
investigate PGE's tax payment and trading practices could = _ - - 1 Deleted: accounting )
result in the city's attempt to assume rate-setting authority
with regard to electric rates for customers within city
limits. Although the city’s investigation appears to have
stalled, it has not been officially closed.

The company's latest financial metrics are adeguate, but
could weaken going forward in the event of a materially
adverse financial impact related to adverse market conditioms,
the Trojan litigation, or the investigation by the City of '
Portland. Adjusted funds from operations (FFO) coverage of
interest was 3.4x for the 12-month period ended June 30, 2006,
while adjusted FFO coverage of debt was 18%. Adjusted total
debt-to-capitalization increased to about 53% as of June 30,
2006. Standard & Poor's adjusts the company's financial ratios.
to reflect $241 million of power purchase agreements, as well
as the addition of about $575 million in debt to support
capital spending over the next three years. )

Short-term credit factors

The rating on PGE's short-term debt is ‘'A-2', which reflects
adequate liquidity, modest debt maturities, increased but
manageable reliance on external borrowings to fund capital
expenditures, and the expectation that the utility will
continue to generate stable cash flow.

The RVM in Oregon allows for the annual reset of rates
based on PGE's forecast of net variable power costs for that
year. By November, when the RVM is set, 90%-95% of PGE's open
position is filled for the next year under average water
conditions. Thus, the main liquidity risk from power supply
costs arises from hydro variations and other factors that were
not incorporated into the November forecast. PGE does not
currently have a power cost adjustment or a hydro cost
deferral mechanism to pass this risk on to customers.
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PGE’s Response to ICNU Data Request No. 232
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A 5400 million, five-year unsecured revolving credit
facility provides adequate liquidity for operations. At June
30, 2006, the company had utilized approximately $5 million in
LOCs. The facility contains a financial covenant limiting
leverage to 65% of total capitalization, with which the
company was in compliance as of June 30, 2006.

Debt maturities are manageable at $9 million in 2006 and
$50 million in 2007. External funding of about $575 million
will be reguired in 2006-2008 to fund debt maturities and
capital expenditures. PGE has long maintained access to the

.- {Deleted: t ]

has some potential exposure to collateral calls in the event
of market price swings or lowered ratings. As of June 30,
2006, PGE had posted approximately $6 million of collateral - - { Deleted: 5 )

6 million of collateral .

below investment grade would require an additional $52 million
in collateral; a dual agency downgrade would require %64
million. Under Standard & Poor's liquidity survey, PGE's
market and credit event liquidity adequacy ratio is estimated
to be above 3.0x.

Outiook

The negative outlook reflects a somewhat weak financial
profile, even under generous forecast assumptions, as well as
a number of ongoing issues that could negatively affect the
company over the next few years. Concerns include uncertain
recovery of replacement power costs related to the four-month
Boardman-plant outage, risks from hydro-related and other
power cost variations that cannot currently be passed through
to customers, contingent financial exposure related to the
Trojan litigation, and Portland's ongoing attempts to
investigate PGE's taxes and trading practices.

Weak financial performance could lead to lower ratings,
particularly if it is the result of inadequate rate relief or
‘punitive regulatory treatment of Boardman outage costs. In
contrast, the outlock could be restored to stable in the event
of positive developments, such as the adoption of a
[sufficiently supportive] PCA in addition to the extension of
the RVM that allows for improved cost recovery and successful
resolution of other medium-term risks, such as the Trojan
litigation and the Portland city investigation.
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