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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF
THE SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended September 30, 2008
OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF
THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from to

Commission File Number: 1-5532-99

PORTLAND GENERAL ELECTRIC COMPANY

(Exact name of registrant as specified in its @rart

Oregon 93-025682C
(State or other jurisdiction of (I.LR.S. Employer
incorporation or organizatiol Identification No.)

121 SW Salmon Street
Portland, Oregon 97204
(503) 464-8000
(Address of principal executive offices, includirig code,
and Registrant’s telephone number, including acekex

Indicate by check mark whether the registrant ¢ filed all reports required to be filed by Seeti or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports), and (2) has been
subject to such filing requirements for the pastiags. Yes O No

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, m-accelerated filer, or a smaller reporting
company. See the definitions of “large acceleréited” “accelerated filer” and “smaller reportirgpmpany” in Rule 12b-2 of the Exchange
Act.

Large accelerated filer Accelerated filer [ Non-accelerated filer [ Smaller reporting company [
Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the BExgje Act). [0  Yes No
Number of shares of common stock outstanding &ctdber 24, 2008 is 62,557,928 sha
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DEFINITIONS

The following abbreviations and acronyms are ukeaolighout this document:

Abbreviation or

Acronym Definition

AFDC Allowance for funds used during construct

Beaver Beaver generating pla

Biglow Canyon Biglow Canyon Wind Farr

Boardman Boardman coal plar

BPA Bonneville Power Administratio

CERS California Energy Resources Schedul

Colstrip Colstrip Units 3 and 4 coal pla

cuB Citizen¢ Utility Board

DEQ Oregon Department of Environmental Qua

EITF Emerging Issues Task Force of the Financial Acdagrstandards Boal

EPA U.S. Environmental Protection Agen

FERC Federal Energy Regulatory Commiss

Financial Statements Condensed Consolidated Financial Statements ofaRdrGeneral Electric Company included in Partdm 1 of
this report

IRP Integrated Resource Pl

ISFSI Independent Spent Fuel Storage Installa

MW Megawatt

MWa Average megawat!

MWh Megawatt hou

NVPC Net Variable Power Cos

OPUC Public Utility Commission of Orega

PCAM Power Cost Adjustment Mechanis

Port Westward Port Westward generating ple

SB 408 Oregon Senate Bill 4C

SEC Securities and Exchange Commiss

SFAS Statement of Financial Accounting Standards (isqyethe Financial Accounting Standards Boz

Trojan Trojan Nuclear Plar

URP Utility Reform Project
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ltem 1. Financial Statements.

PART | — FINANCIAL INFORMATION

PORTLAND GENERAL ELECTRIC COMPANY AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(Dollars in millions, except per share amounts)
(Unaudited)

Revenues, net

Operating expenses
Purchased power and fu
Production and distributio
Administrative and othe
Depreciation and amortizatic
Taxes other than income tax

Total operating expens
Income from operatior

Other income (expense):
Allowance for equity funds used during
constructior
Miscellaneous income (expense),
Other income (expense), r
Interest expense

Income (loss) before income tax expen:

(benefit)
Income tax expense (benefil

Net income

Weighted-average shares outstanding (in
thousands)
Basic

Diluted
Earnings per shal- basic and dilute

Dividends declared per she

Three Months Ended September 3C

Nine Months Ended September 3C

2008
$ 40C

217
40
48
54
20

37¢
21

3
(4)

@)
21

(1)
@)
$ =

62,55/
62,607
$ 0 -

$ 0.24:

2007 2008
$ 43t $ 1,29¢
242 652
36 12t
46 142
46 154
20 63
39C 1,13¢
45 16C
4 7
2 (6)
6 1
19 67
32 94
12 27
$ 20 $ 67
62,51¢ 62,53¢
62,54: 62,58¢
$ 0.32 $ 1.0¢
$ 0.23¢ $ 0.72¢

$

2007

1,27:

62C
10¢
13€
134

60

1,05¢
214

13
10

23
54

182
62
121

62,50¢
62,53¢
1.9¢

0.69¢

See accompanying notes to condensed consolidatatcfal statements.
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PORTLAND GENERAL ELECTRIC COMPANY AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
(In millions, except share amounts)

(Unaudited)
September 3C
2008
ASSETS
Current assets:
Cash and cash equivalel $ 5
Accounts and notes receivable, 14z
Margin deposit: 14t
Assets from price risk management activi 70
Inventories, at average cc 69
Deferred income taxe 68
Unbilled revenue 62
Other current asse 66
Total current assets 627
Electric utility plant, ne 3,23¢
Non-qualified benefit plan trus 56
Nuclear decommissioning tru 45
Regulatory asse 427
Other noncurrent asse 84
Total assets $ 4,47¢
LIABILITIES AND SHAREHOLDERS ' EQUITY
Current liabilities:
Accounts payable and accrued liabilit $ 194
Liabilities from price risk management activiti 24¢€
Current portion of lon-term debt 14z
Accrued taxe! 54
Shor-term borrowings 38
Other current liabilitie: 47
Total current liabilities 721
Long-term debt, net of current portic 1,16¢
Regulatory liabilities 66€
Deferred income taxe 342
Non-qualified benefit plan liabilitie 89
Accumulated asset retirement obligati 80
Other noncurrent liabilitie 59
Total liabilities 3,121
Commitments and contingencies (see note
Shareholders equity:
Common stock, no par value, 80,000,000 shares amgialp 62,557,928 and 62,529,787
shares issued and outstanding as of Septembe038,ad December 31, 2007,
respectively 662
Accumulated other comprehensive i 4
Retained earning 69€
Total shareholders equity 1,35¢
Total liabilities and shareholders equity $ 4,47¢

December 31

2007

$ 73
17¢
28

64

64

12

92

27
53¢
3,06¢
69

46
304
85

$ 4,10¢

$ 227
101

23

40
391
1,31z
574
27¢
86

91

58
2,792

64¢

(4)
674

1,31¢

$ 4,10¢

See accompanying notes to condensed consolidatattfal statements.
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PORTLAND GENERAL ELECTRIC COMPANY AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activities:
Net income

Reconciliation of net income to net cash providgmperating activities

Depreciation and amortizatic
Net assets from price risk management activ
Regulatory deferre- price risk management activiti
Trojan refund liability
Deferred income taxe
Non-qualified benefit plan trust (gain) lo
Senate Bill 408 deferra
Allowance for equity funds used during construct
Power cost deferra
Other noi-cash income and expenses,
Changes in working capite
Net margin deposit activit
Decrease in receivabl
Increase (decrease) in payat
Other working capital items, n
Other, ne
Net cash provided by operating activities
Cash flows from investing activities:
Capital expenditure
Sales of nuclear decommissioning trust secut
Purchases of nuclear decommissioning trust sees
Insurance proceeds receiv
Other, ne
Net cash used in investing activities
Cash flows from financing activities:
Payments on lor-term debt
Proceeds from issuance of I-term debr
Shor-term borrowings (payments), r
Dividends paic
Debt issuance cos
Net cash provided by (used in) financing activitie
Increase (decrease) in cash and cash equivale
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

Supplemental cash flow information is as follows

Cash paid during the period fc
Interest, net of amounts capitaliz
Income taxe:

Non-cash investing and financing activiti¢
Accrued capital addition
Accrued dividends payab
Former parer's capital contribution of Oregon tax crec

(In millions)
(Unaudited)

Nine Months Ended September 3C

2008

19
15
13

2007
$ 121

134
(16)
16

20
(6)
(9)
(13
(10

28
41
(15
291
(351)

(19

(351)

(71)
30¢€
(81)
(43

10€
48
12

30

33
15

See accompanying notes to condensed consolidatattial statements.
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PORTLAND GENERAL ELECTRIC COMPANY AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

NOTE 1: BASIS OF PRESENTATION

Nature of Business

Portland General Electric Company (PGE or the Campi a single, vertically integrated electriditifiengaged in the generation, purchase,
transmission, distribution, and retail sale of &ietty in the State of Oregon. The Company aldtssdectricity and natural gas in the
wholesale market to utilities, brokers, and powed fuel marketers located throughout the westerteldrStates. PGE operates as a single
segment, with revenues and costs related to iiedéss activities maintained and analyzed on a &éaitric operations basis. PGE’s corporate
headquarters is located in Portland, Oregon argkitsice area is located entirely within Oregone TGompany served approximately 814,000
retail customers as of September 30, 2008.

As of September 30, 2008, PGE had 2,726 employats884 employees covered under agreements witlallldnion No. 125 of the
International Brotherhood of Electrical Workersgtinion). Such agreements cover 851 and 33 empidpe¢he five-year periods ending
February 28, 2009 and August 1, 2011, respectividlg. Company is currently in negotiations with thaon to develop a new agreement to
replace the agreement that expires February 28.200

Condensed Consolidated Financial Statements

These condensed consolidated financial statementsiieen prepared pursuant to the rules and remdaif the Securities and Exchange
Commission (SEC). Certain information and noteldmares normally included in financial statememepared in conformity with accounti
principles generally accepted in the United Stafesmerica (GAAP) have been condensed or omittedymnt to such regulations, although
PGE believes that the disclosures provided arewsdedo make the interim information presentednmisteading.

The financial information included herein for tiede and nine month periods ended September 38,&@02007 is unaudited. Such
information, however, reflects all adjustments, sisting of normal recurring adjustments that ane¢he opinion of management, necessar

a fair presentation of the condensed consolidatech€ial position, condensed consolidated restlgperations and condensed consolidated
cash flows of the Company for these interim peridrtain costs are estimated for the full year @tatated to interim periods based on
estimates of operating time expired, benefit rem@jvor activity associated with the interim periad¢ordingly, such costs may not be
reflective of amounts to be recognized for a falhy. Due to seasonal fluctuations in electricitesaas well as the price of wholesale energy
and natural gas costs, interim financial resultadibnecessarily represent those to be expectatidgrear. The financial information as of
December 31, 2007 is derived from the Company’stadaonsolidated financial statements and notexeth for the year ended

December 31, 2007, included in Item 8 of PGE’s AairReport on Form 18 filed with the SEC on February 27, 2008, andutide read i
conjunction with such consolidated financial stadets.

Use of Estimates

The preparation of condensed consolidated finast@éments in accordance with GAAP requires manageto make estimates and
assumptions that affect the reported amounts etassd liabilities, and disclosures of contindettilities, as of the date of the financial
statements and the reported amounts of revenuesxgetses during the reporting period. Actual temKperienced by the Company could
differ materially from those estimates.
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Reclassifications

Certain reclassifications have been made to th& #@@ncial information to conform to the 2008 mretation. These reclassifications include
(1) the presentation of income tax expense as apion in the condensed consolidated statemeritgofe for the three and nine month
periods ended September 30, 2007, which was prelyioeported as a separate line within operatimgeages and other income (deductions),
and (2) the inclusion of long-term debt of $1,318iam in total liabilities in the condensed coniglaited balance sheet as of December 31,
2007, which was previously reported in total cdjagdion. For the three months ended Septembe2@07, income tax expense of $10 mill
and $2 million was previously reported in operatixgenses and other income (deductions), respbcth@r the nine months ended
September 30, 2007, income tax expense of $5%mi#nd $3 million was previously reported in op@gexpenses and other income
(deductions), respectively.

Recent Accounting Pronouncements

Adopted Accounting Pronouncements

On January 1, 2008, PGE adopted Statement of Radakacounting Standards No. (SFAS) 1%Fajr Value MeasurementSFAS 157),
which defines fair value, establishes criteria¢ocbnsidered when measuring fair value and expdisdosures about fair value
measurements. In February 2008, Financial Accogrtandards Board (FASB) Staff Position No. 15Ff#ective Date of FASB Statement
No. 157(FSP 157-2) was issued. FSP 157-2 delays the atoptiSFAS 157 for nonfinancial assets and ligb#iuntil fiscal years beginning
after November 15, 2008, or January 1, 2009 for P&AS 157 does not modify any currently existiogaunting pronouncements. PGE
applies fair value measurements to certain assétiabilities, including assets and liabilitiesifin price risk management activities. The
adoption of SFAS 157 did not have a material impacthne Company’s consolidated financial positiocansolidated results of operations.
PGE is in the process of determining whether thapadn of FSP 157-2 will have a material impacttsrfinancial statements. For additional
information, see Note 3.

On September 30, 2008, PGE adopted FASB StaffiBo$ito. SFAS 157-3Determining the Fair Value of a Financial AssetiMarket

That Is Not ActivéFSP 157-3), which clarifies the application of S§-A57 in an inactive market and provides an ilatste example to
demonstrate how the fair value of a financial assdetermined when the market for that financsled is inactive. FSP 157-3 was issued on
October 10, 2008 and is effective upon issuanadydiing prior periods for which financial statemehtive not been issued. The adoption of
FSP 157-3 had no impact on the Company’s finarst&Ements.

On January 1, 2008, PGE adopted SFAS TI568, Fair Value Option for Financial Assets and Final Liabilities — Including an Amendment
of FASB Statement No. 1{SFAS 159), which allows eligible financial assat&l liabilities to be measured at fair value thiatreot otherwise
measured at fair value. If the fair value optionda eligible item is elected, unrealized gains lmsdes for that item are reported in earnint
each reporting date. SFAS 159 also establishesmaon and disclosure requirements designedaw domparisons between the different
measurement attributes the Company elects forainyipes of assets and liabilities. The Compangtetenot to measure eligible financial
assets and liabilities at fair value that wereatberwise measured at fair value. The adoptionF#$159 had no impact on PGE'’s financial
statements.

On January 1, 2008, PGE adopted FASB Staff PodiimnFIN 39-1 Amendment of FASB Interpretation No.(B$P FIN 39-1), which
permits reporting entities to offset the receivaii@ayable recognized for

8
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derivative instruments that have been offset uadeaster netting arrangement. FSP FIN 39-1 reqfiirascial statement disclosure of a
reporting entity’s accounting policy (to offsetmut to offset), as well as amounts recognizedHerright to reclaim cash collateral, or the
obligation to return cash collateral, that haverbeiset against net derivative positions. PGEtsl&x continue to not offset its exposures
under master netting arrangements in accordanteR&P FIN 39-1, and therefore elects not to ofisgtfair value amounts recognized for
the right to claim cash collateral or the obligatto return cash collateral against its derivapesitions. The adoption of FSP FIN 3%ad nc
impact on PGE's financial statements.

On January 1, 2008, PGE adopted Emerging IssudsFase (EITF) Issue No. 06-1Accounting for Income Tax Benefits of Dividends on
Share-Based Payment Awai@&@TF 06-11), which was ratified by the EITF on é&v, 2007. EITF 06-11 clarifies how an entity ddou
recognize the income tax benefit received on divitdethat are (1) paid to employees holding equagsified nonvested shares and

(2) charged to retained earnings under SFAS 13BRre-Based PaymenEITF 06-11 is applied prospectively to the incaiae benefits that
result from dividends on equity-classified emplogbare-based payment awards declared in fiscad yminning after December 15, 2007,
and interim periods within those fiscal years. @deption of EITF 06-11 had no impact on PGE'’s friahstatements.

New Accounting Pronouncemer

SFAS 160Noncontrolling Interests in Consolidated Financ&htements-an amendment of ARB NqSBJAS 160), was issued in December
2007 and amends Accounting Research Bulletin NoCbhsolidated Financial StatementSFAS 160 establishes accounting and reporting
standards for the noncontrolling interest in a &libsy and for the deconsolidation of a subsidi&FAS 160 clarifies that a noncontrolling
interest in a subsidiary is an ownership inteneshé consolidated entity that should be reporgedauity in the consolidated financial
statements. It also (1) changes the way the cafeteli income statement is presented, by requinngalidated net income to be reported at
amounts that include the amounts attributable th tige parent and the noncontrolling interestg&pblishes a single method of accounting
for changes in a parent’s ownership interest inksigliary that do not result in deconsolidationd é8) changes the way the consolidated
income statement is presented. SFAS 160 shall pleedprospectively, with the exception of the gmsition and disclosure requirements,
and is effective for fiscal years beginning on fieDecember 15, 2008, and interim periods withivse fiscal years. Earlier application is
not permitted. The presentation and disclosureiremuents shall be applied retrospectively for allipds presented. Any noncontrolling
interests resulting from the consolidation of &lgsan wholly-owned subsidiary beginning Januarg0D9 will be accounted for in
accordance with SFAS 160. PGE estimates that tbptiath of SFAS 160 will not have a material impautits financial statements.

In March 2008, the FASB issued SFAS 1Bisclosures about Derivative Instruments and Hegddhativities(SFAS 161), which requires
enhanced disclosures about (a) how and why aryerstis derivative instruments, (b) how derivativ&ruments and related hedged items are
accounted for under SFAS 138;counting for Derivative Instruments and Hedgirgjivities (SFAS 133) and its related interpretations, and
(c) how derivative instruments and related hed¢mms affect an entity’s financial position, finaagberformance, and cash flows. SFAS 161
is effective for annual and interim periods begmnafter November 15, 2008, with early applicagmtouraged. The adoption of SFAS 161
will have no impact on PGE's financial statements.

In June 2008, FASB Staff Position No. EITF 03-@&termining Whether Instruments Granted in ShareeBaPayment Transactions Are
Participating Securitie(FSP EITF 03-6-1), was issued and addresses whiatiteaments granted in share-based payment traosaare
participating securities prior to vesting and, &fere, need to be included in the earnings allooati computing earnings per share under the
two-class method described in SFAS 1R8rnings per ShareFSP EITF 03-6-1 is

9
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effective for financial statements issued for flsezars beginning after December 15, 2008, andimtperiods within those years. All prior-
period earnings per share data presented shatljbstad retrospectively to conform to the provisiarf this FASB Staff Position. Early
application is not permitted. The adoption of FSPRE03-6-1 will not have a material impact on PGgncial statements.

NOTE 2: BALANCE SHEET COMPONENTS
Accounts and Notes Receivable, Net

Accounts and notes receivable is net of an allo@dacuncollectible accounts of $4 million and $8lion as of September 30, 2008 and
December 31, 2007, respectively.

The following is the activity in the allowance foncollectible accounts (in millions):

Nine Months Ended September 3C

2008 2007
Balance at beginning of peric $ 5 $ 45
Increase (decrease) in provisi 5 (35
Amounts written off, less recoveri (6) (5)
Balance at end of peric $ 4 $ 5
Inventories

Inventories consist of fuel and materials and siegphll of which are considered finished goodsufee in operations or for the maintenance
of the Company’s generating plants and transmisasmhdistribution facilities.

Electric Utility Plant, Net

Electric utility plant, net consists of the follawg (in millions):

September 3C December 31

2008 2007
Electric utility plant $ 5,00 $ 4,89¢
Construction work in progre: 27C 12€
Total cosi 5,27¢ 5,02¢
Less: accumulated depreciation and amortize (2,039 (1,959
Electric utility plant, ne $ 3,23¢ $ 3,06¢

Accumulated depreciation and amortization in theet@bove includes amortization of intangible assét$107 million and $96 million as of
September 30, 2008 and December 31, 2007, resplgctivmortization expense related to intangiblesgssvas $4 million for the three mot
periods ended September 30, 2008 and 2007, anthiflidn for the nine month periods ended Septen88r2008 and 2007.

10
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Regulatory Assets and Liabilities

Regulatory assets and liabilities consist of tHe¥ang (in millions):

September 3C December 31
2008 2007
Regulatory asset
Price risk manageme $ 17€ $ 37
Income taxes recoverak 87 87
Pension and other postretirement pl 55 57
Boardman power cost defer! 33 31
Debt reacquisition cos 29 28
Oregon Senate Bill 4C 16 16
Trojan decommissioning cos 12 16
Other 19 32
Total regulatory asse $ 427 $ 304
Regulatory liabilities

Accumulated asset retirement removal ¢ $ 48€ $ 451
Oregon Senate Bill 4C 46 42

Trojan refund liability (see Note- Contingencies 33 -
Asset retirement obligatior 27 28
Power Cost Adjustment Mechanis 18 16
Trojan ISFSI pollution control tax credi 16 13

Residential Exchange Progr 14 -
Other 26 24
Total regulatory liabilities $ 66€ $ 574

Credit Facility and Debt

Credit Facility

PGE has a $400 million unsecured revolving creditlity (Credit Facility) with a group of eight bes1 The Credit Facility is available to the
Company for borrowings for general corporate puggaand the issuance of standby letters of creslityedl as for supporting the Company’s
commercial paper program, under which it may issaramercial paper for terms of up to 270 days. Tdraroercial paper program requires
the Company to maintain unused revolving credigcép at least equal to the amount of commercipkepassued. The Credit Facility allows
PGE to borrow for one, two, three, or six montha fiked interest rate established at the timdneftiorrowing, or at a variable interest rate
any period up to the then remaining term of thed@teacility. The Credit Facility provides that allitstanding loans mature on the
termination date of the Credit Facility, providédt annually such date may be extended for aniaddityear for those lenders who agree to
an extension. On June 13, 2008, PGE received aalfrom seven of the eight banks in the Credit Rgidio extend the termination date for
an additional year. As a result, a total of $390iom was extended for an additional year to JU]L2 The remaining $10 million continues
have a termination date of July 2012.

On September 15, 2008, Lehman Brothers Holdings, the parent company of Lehman Brothers Bank, g®Bman), filed for protection
under Chapter 11 of the U.S. Bankruptcy Code. At time, Lehman represented $55 million, or apprately 14%, of the Credit Facility. In
October 2008, $25 million of

11
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Lehman’s $55 million share of the Credit Facilitasweassigned to Sumitomo Mitsui Banking Corporaf8umitomo). The Company is in
discussions with another financial institution feassignment of the remaining $30 million of Lehiaahare.

In October 2008, Wells Fargo & Company (Wells Fargonounced the proposed acquisition of Wachovig@ation (Wachovia). Wells
Fargo and Wachovia each participate in the Creatifly, with Wells Fargo representing $55 milliasr, 14%, and Wachovia representing
million, or 18%, of the Credit Facility. It is nepected that the proposed merger of Wells Fargd/éachovia will have an impact on the
Company’s ability to access funds available toder the Credit Facility. The proposed merger geexed to close during the fourth quarter
of 2008.

The Credit Facility requires annual fees based®&'B unsecured credit rating, and contains custgroavenants and default provisions,
including a requirement that limits consolidatedehtedness, as defined in the Credit Facility agess, to 65% of total capitalization. As of
September 30, 2008, PGE was in compliance withcivgnant.

As of September 30, 2008, PGE had $27 million afceercial paper outstanding and borrowings of $1llianiunder the Credit Facility, the
total of which is classified as Shdgrm borrowings on the condensed consolidated balaheet. The Company also had issued $37 mihi
letters of credit, with $270 million of remainingisowing capacity available. As of October 24, 20B&E had $179 million borrowing
capacity under its Credit Facility.

Pursuant to an order issued by the Federal EneegylRtory Commission (FERC), PGE is authorizedsoé short-term debt, including
commercial paper, in an amount not to exceed $58@moutstanding at any one time, over the twayperiod February 7, 2008 through
February 6, 2010.

Long-term Debt

During 2008, PGE repurchased and retired $50 miltibits 5.279% series First Mortgage Bonds dudlApr2013 and issued $50 million of
4.45% series First Mortgage Bonds due April 1, 2@&itionally, the Company repurchased $5.8 millaf its Port of Morrow variable rate
pollution control revenue bonds due December 11203

The current interest rate and interest period exjliay 1, 2009 on $142 million of Pollution ContRévenue Bonds (Bonds), consisting of
$23 million issued through the Port of Morrow, Goagand $119 million issued through the City ofdytin, Montana. PGE is required under
the terms of these Bonds to redeem the entireipehamount of the Bonds at a redemption price egua00% of the principal amount plus
accrued interest on May 1, 2009. PGE has the opitvave the Bonds remarketed beginning May 1, 20@Bcan choose a new interest rate
period that would be daily, weekly, or a fixed teffine new interest rate would be based on markeditons at the time of the remarketing.
The Bonds are currently secured by a pledge of PIGE Mortgage Bonds. The Bonds could be remarkasegnsecured obligations of PGE
or may be backed by PGE First Mortgage Bonds depgrah market conditions. The Bonds are classifieder the Current portion of long-
term debt in the condensed consolidated balanat skeof September 30, 2008.

12
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Pension and Other Postretirement Benefits

The following table provides the components ofperiodic benefit cost for the three months endgqute®aber 30 (in millions):

Defined Benefit Non-Qualified

Pension Plan Benefit Plans Other Benefits
2008 2007 2008 2007 2008 2007
Service cos $ 3 $ 3 $ - $ - $ - $ -
Interest cos 8 7 - - 1 1
Expected return on plan ass (11 (11 - - - -
Amortization of transition asse - - - 1 - -
Amortization of prior service co - 1 - - - -
Amortization of net actuarial los - 1 1 - - -
Net periodic benefit cos $ - $ 1 $ 1 $ 1 % 1 $ 1

The following table provides the components ofperiodic benefit cost (income) for the nine morghsled September 30 (in millions):

Defined Benefit Non-Qualified

Pension Plan Benefit Plans Other Benefits
2008 2007 2008 2007 2008 2007
Service cos $ 9 $ 9 $ - $ - $ 1 $ 1
Interest cos 23 21 1 1 3 3
Expected return on plan ass (33 (32 - - Q) -
Amortization of transition asse - - - 1 - -
Amortization of prior service co - 1 - - 1 -
Amortization of net actuarial los - 3 1 - - -
Net periodic benefit cost (incom $ (O 3 2 $ 2 $ 2 $ 4 $ 4

Management periodically reviews the reasonableoktse assumptions underlying the annual actuagtainates.
NOTE 3: FINANCIAL INSTRUMENTS

Effective January 1, 2008, the Company adopted SEZ¥S which requires, among other things, enhad¢gzdosures about assets and
liabilities carried at fair value on a recurringsisa Pursuant to FSP 157-2, PGE will adopt SFASWHT respect to its nonfinancial assets and
liabilities, which include asset retirement obligas, on January 1, 2009.

As defined in SFAS 157, fair value is the pricettlvauld be received to sell an asset or paid tasfiex a liability in an orderly transaction
between market participants at the measurementoladit price. However, as permitted under SFA3, PGE utilizes a mid-market pricing
convention, the mid-point price between bid and@sées, as a practical expedient for valuing ttegamity of its financial instruments.

13
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As required by SFAS 157, financial assets andliteds are classified in their entirety based oa libwest level of input that is significant to
the fair value measurement. The Company’s assesohtre significance of a particular input to flag value measurement requires
judgment, and may affect the valuation of fair wahssets and liabilities and their placement withnfair value hierarchy level

Level 1-Quoted prices are available in active marketsdentical assets or liabilities as of the reportifage. Active markets are those in
which transactions for the asset or liability octusufficient frequency and volume to provide priginformation on an ongoing basis. Level
1 primarily consists of financial instruments swashexchange-traded derivatives, listed equities.ABd government treasury securities.

Level 2-Pricing inputs are other than quoted market pricexctive markets included in Level 1, which aitber directly or indirectly
observable as of the reported date. Level 2 inddldese financial instruments that are valued usingels or other valuation methodologies.
These models are primarily indusstandard models that consider various assumptiocisding quoted forward prices for commoditiesé
value, volatility factors, and current market aweitactual prices for the underlying instrumensswell as other relevant economic measures.
Substantially all of these assumptions are obséiatihe marketplace throughout the full termtaf tnstrument, can be derived from
observable data, or are supported by observab#dslew which transactions are executed in the nigldee. Instruments in this category
include non-exchange-traded derivatives such astbeecounter (OTC) forwards and swaps.

Level 3-Pricing inputs include significant inputs that generally less observable than objective soufidesse inputs may be used with
internally developed methodologies that result anagemens best estimate of fair value. Level 3 instrumémttude those that may be m«
structured or otherwise tailored to customeids. At each balance sheet date, the Compargrperfin analysis of all instruments subje
SFAS 157 and includes in Level 3 all of those whiagevalue is based on significant unobservabpeiis.

The Company'’s financial assets and liabilities vehfzsr values were accounted for on a recurringstea® as follows by level within the fair
value hierarchy (in millions):

As of September 30, 200
Level 1 Level 2 Level 3 Total

Assets:
Nuclear decommissioning trust $ 45 $ - $ - $ 45
Non-qualified benefit plan trus 34 1 - 35
Assets from price risk management activitie - 39 31 70
$ 79 $ 4C $ 31 $15C
Liabilities - Liabilities from price risk management activitie $ - $ 152 $ 93  $24¢

* Activities are subject to regulation and, accagly, gains and losses are deferred pursuant tdSSFAand included in regulatory assets or regujfdiabilities as appropriate.

Nuclear decommissioning trust assets reflect teetaseld in trust to cover general decommissiooggls and operation of the Indepenc
Spent Fuel Storage Installation (ISFSI) and condiiked
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income securities. Changes in the fair value obdeuissioning trust assets are deferred to the balaheet pursuant to SFAS Atcounting
for the Effects of Certain Types of Regulal. Non-qualified benefit plan trust reflects theetssheld in trust to cover the obligations of P&E’
non-qualified benefit plans and consist primarifynarketable securities. While fluctuations in fhe value of the non-qualified benefit plan
assets are recorded in current earnings, a pasfithhe change in assets value representing thestastnder value is excluded from the table
above as it is not subject to SFAS 157. Assetdiahiities from price risk management activitiepresent derivative transactions entered
into by PGE to manage its exposure to commodityeprisk and minimize net power costs for servicthéoCompany'’s retail customers and
may consist of forward, swap, and option contrémt®lectricity and natural gas, and futures castrdor natural gas.

As a result of continued turbulence in capital neésknto October 2008, the fair values of finanesdets classified as Level 1 have sustained
additional decreases in fair value. From Septer@be2008 through October 24, 2008, the fair valuassets held by the Non-qualified
benefit plan trust have decreased approximateifiion.

Changes in the fair value of assets and liabilities price risk management activities classified_avel 3 in the fair value hierarchy were as
follows (in millions):

Three Months Endec Nine Months Endec

September 30, 2008 September 30, 200

Beginning balanc $ 17¢ $ 1
Net realized and unrealized los: (208) (9)
Purchases and issuances, (23 (52
Net transfers out of Level (1) (2)
Ending balanc: $ (62) $ (62)

Net realized and unrealized losses included inlRiged power and fuel in the condensed consoliciéeeiments of income, which incluc
$236 million and $60 million in net unrealized lesgor the three and nine month periods ended Bdyete30, 2008, respectively, have been
fully offset by the effects of regulatory accoumtipursuant to SFAS 71.
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NOTE 4: EARNINGS PER SHARE

Components of basic and diluted earnings per shiare as follows:

Three Months Ended Nine Months Ended
September 30, September 30,
2008 2007 2008 2007
Numerator (in millions)
Net income available for common shareholc $ - $ 20 $ 67 $ 121
Denominator (in thousands
Weighte-average common shares outstant- basic 62,55¢ 62,51¢ 62,53¢ 62,50¢
Dilutive effect of restricted stock units and emyie stock purchase plan
shares 53 26 50 25
Weightec-average common shares outstanc- diluted 62,60" 62,54 62,58¢ 62,53¢
Earnings per shar- basic and dilute $ = $ 032 $ 108 $ 1.9

Unvested performance stock units and related divldsguivalent rights are not included in the corapan of dilutive securities because
vesting of these instruments is dependent upoattaénment of specific goals during three-year genfance periods.

Basic and diluted earnings per share amounts ¢related based on actual amounts. Accordingly,dasd diluted earnings per share
amounts as presented in the table above and artitensed consolidated statements of income mayewetssarily recalculate based on the
rounded amounts presented for both net income aighted-average shares outstanding.

NOTE 5: PRICE RISK MANAGEMENT

PGE patrticipates in the wholesale marketplace dieioto balance its supply of power to meet the s@édts retail customers, manage risk,
and administer its current long-term wholesale @mis. Such activities include power and naturalgachases and sales resulting from
economic dispatch decisions for its own generatidrich allows PGE to secure reasonably priced pdareits customers. PGE utilizes
derivative instruments, which may include forwasdiap, and option contracts for electricity and redtgas, and futures contracts for natural
gas, in its retail electric utility activities toanage its exposure to commodity price risk anditonze net power costs. Under SFAS 133,
derivative instruments are recorded at estimated&ue on the balance sheet as an asset ontjabilless they qualify for the normal
purchase, normal sale exception, with changestimated fair value recognized currently in earningsess specific hedge accounting
criteria are met. Special accounting for qualifylegiges allows gains and losses on a derivatieiment to be recorded in comprehensive
income until they can offset the related resultstenhedged item in net income. The derivativerimsents entered into to manage the
Company’s future retail resource requirements abgest to regulation; accordingly, the unrealizadhg and losses are deferred pursuant to
SFAS 71 in both net income and comprehensive income
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PGE has affirmed its ongoing policy election purdgua FASB Interpretation No. (FIN) 3@ffsetting of Amounts Related to Certain
Contracts,not to net on the balance sheet the positive agdtive exposures resulting from derivative instrataentered into with
counterparties where a master netting arrangenx@sisgeas allowed under FIN 39.

Most of PGE’s wholesale sales have been to usiléied power marketers and have been predomindmaiy-®rm. In this process, PGE may
net purchases and sales with the same countema#ingr than simultaneously receiving and delivephygsical power. These net transactions
are referred to as “book out€Jnly the net amount of those purchases or salesreghto fulfill retail and wholesale obligationsdiphysically
delivered is recorded in Wholesale sales and Paechpower and fuel expense.

Changes in the fair value of retail derivative instents prior to settlement that do not qualifydaher the normal purchases and normal ¢
exception or for hedge accounting are recorded gt dasis in Purchased power and fuel expensaldfivative instruments that are
physically settled, sales are recorded in Revemiéls purchases, natural gas swaps and futuresdeddan Purchased power and fuel
expense. PGE records the non-physical settlemegieofricity derivative activities on a net basisfurchased power and fuel expense, in
accordance with EITF 03-1Reporting Realized Gains and Losses on Derivatisgiments That Are Subject to FASB Statement3®&. 1
and Not “Held for Trading Purposes” as Defined ssle No. 02-3as none of PGE’s derivative activities are exeddor trading purposes.

Net unrealized gains (losses) from derivative didis recorded in net income, fully offset by tleeagnition of SFAS 71 regulatory asset:
liabilities, were as follows (in millions):

Three Months Ended Nine Months Ended
September 30, September 30,
2008 2007 2008 2007
Net unrealized gains (losse $ (549 $ (19 $ (137) $ 16
SFAS 71 regulatory asset (liabilit 54¢ 18 137 (16)
Net unrealized gains (losse $ - $ - $ = $ -

In 2007, PGE elected to discontinue hedge accagifinthe Company’s remaining outstanding derivegidesignated as cash flow hedges, in
accordance with SFAS 133, which did not have a ri@tenpact on the Company’s consolidated finanpiasition or consolidated results of
operations. Net unrealized gains of $2 million,stahtially all of which the Company estimates W#l reclassified into earnings within the
next twelve months, are fully offset by SFAS 71uledpry accounting, with the balance to settle dliernext 36 months. These net unreal
gains, fully offset by SFAS 71 regulatory accougtiare included in Accumulated other comprehenigise in the condensed consolidated
balance sheet as of September 30, 2008.
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The following table reflects derivative activiti#'®wm cash flow hedges recorded in comprehensivenie; before taxes (in millions):

Other unrealized holding net losses arising dutfiregperioc
Reclassification to net income for contract setdats

Reclassification of unrealized (gains) losses tASF1 regulatory ass

Net unrealized gains (losse

Three Months Ended Nine Months Ended

September 30, September 30,
2008 2007 2008 2007
$ = $ (5) $ = $ (5)
2 2 2 (5)
(2 3 (2 10
$ - $ - $ - $ -
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NOTE 6: COMPREHENSIVE INCOME

Comprehensive income is as follows (in millions):

Three Months Ended
September 30,

2008
Net income $ =
Unrealized gains (losses) on cash flow hed
Other unrealized holding losses arising duringpgbeod, net of taxes
of $2 in 2007 -
Reclassification to net income for contract setttats, net of taxes of
($1) for the three months ended September 30, 20G¥($1) and
$2 for the nine months ended September 30, 2002601d,
respectively 1
Reclassification of unrealized (gains) losses tASF1 regulatory
asset (liability), net of taxes of $1 and ($1) tlee three months
ended September 30, 2008 and 2007, respectivaly$hand ($4)
for the nine months ended September 30, 2008 adid, 20
respectively (1)
Total unrealized gains (losses) on cash flow he -
Pension and other postretirement plans’ fundedipasinet of taxes of
($1) for the three months ended September 30, aA@7or the nine
months ended September 30, 2008 and : -
Reclassification of defined benefit pension plad ather benefits to
SFAS 71 regulatory asset, net of taxes of $1 ferthinee months
ended September 30, 2007 and for the nine montteden
September 30, 2008 and 2C -

Comprehensive income

©
]

NOTE 7: CONTINGENCIES

Legal Matters

Trojan Investment Recovery

2007
$ 20

©)

@)

Nine Months Ended

September 30,
2008 2007
$ 67 $ 121
- (©)
1 (3)
(@) 6
1 1
) @)
$ 67 $ 121

BackgroundIn 1993, PGE closed the Trojan Nuclear Plant asgfdhe Company’s least cost planning process. B@&kght full recovery of,
and a rate of return on, its Trojan plant costsluiting decommissioning, in a general rate cagggfivith the Public Utility Commission of
Oregon (OPUC). In 1995, the OPUC issued a genatalarder which granted the Company recovery af,aarate of return on, 87% of its
remaining investment in Trojan plant costs, antiredovery of its estimated decommissioning cdstsugh 2011.
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Court Proceedings on OPUC Authority to Grant Reegw# Return on Trojan Investmeiumerous challenges, appeals and reviews were
subsequently filed in the Marion County Circuit @ofCircuit Court), the Oregon Court of Appealsdahe Oregon Supreme Court on the
issue of the OPUC'’s authority under Oregon lawrtmgrecovery of, and a return on, the Trojan itmest. The primary plaintiffs in the
litigation were the Citizens’ Utility Board (CUBd the Utility Reform Project (URP). The Oregon @mf Appeals issued an opinion in
1998, stating that the OPUC does not have the &tytho allow PGE to recover a return on the Trojavestment, but upholding the OPUC'’s
authorization of PGE’s recovery of the Trojan inwesnt and ordering remand of the case to the OF@BE, the OPUC, and URP each
requested the Oregon Supreme Court to conductiewef the Court of Appeals decision. On Novemb@r2002, the Oregon Supreme Ci
dismissed the petitions for review. As a resuk, 1998 Oregon Court of Appeals opinion stands hadase was remanded to the OPUC
(1998 Remand).

Settlement of Court Proceedings on OPUC Authohity2000, while the petitions for review of the 19982gon Court of Appeals decision
were pending at the Oregon Supreme Court, PGE, @d@the staff of the OPUC entered into agreentergsttle the litigation related to
PGE's recovery of, and return on, its investmerthaTrojan plant. The URP did not participatehia settlement. The settlement, which was
approved by the OPUC in September 2000, allowed f8G&move from its balance sheet the remainingreefax investment in Trojan of
approximately $180 million at September 30, 2000n@ with several largely offsetting regulatoryiities. The largest of such amounts
consisted of befortax credits of approximately $79 million in custanbenefits related to the previous settlement efgrocontracts with tw
other utilities and the approximately $80 milli@maining credit due customers under terms of t19& Ierger of the Company’s parent
corporation at the time (Portland General Corporgtivith Enron Corp. The settlement also allowedER€Ecovery of approximately $47
million in income tax benefits related to the Trojavestment which had flowed through to custonierwior years; such amount was
recovered from PGE customers by the end of 200&rAffsetting the investment in Trojan with thesedits and prior tax benefits, the
remaining Trojan regulatory asset balance of apprately $5 million (after tax) was expensed. Asult of the settlement, PGE’s
investment in Trojan is no longer included in psioharged to customers, either through a retuan afreturn on that investment. Authorized
collection of Trojan decommissioning costs is ueeféd by the settlement agreements or the OPUGsorde

Challenge to Settlement of Court ProceedldRP filed a complaint with the OPUC challenging siegtlement agreements and the OPUC'’s
September 2000 order. In March 2002, the OPUC ésaneorder (2002 Order) denying all of URP’s chadles, and approving the accounting
and ratemaking elements of the 2000 settlement. &jfpealed the 2002 Order to the Circuit Court. @ué¥nber 7, 2003, the Circuit Court
issued an opinion remanding the case to the OPWectmn to reduce prices or order refunds (2003&wa). The opinion did not specify the
amount or timeframe of any reductions or refund3ERnd the OPUC appealed the 2003 Remand to tlgp@@ourt of Appeals. On

October 10, 2007, the Oregon Court of Appeals $sueopinion that remanded the 2002 Order to thd ©fr reconsideration because the
2002 Order was based, in part, on an incorrectrgtateding of Section 757.225 of the Oregon Rev&adutes. The Oregon Court of Appe
also vacated the 2003 Remand finding error in tineu Court’s specific instructions to the OPUCr&vise the rate structure.

Remand of 2002 OrdeAs a result of the Oregon Court of Appeals remditi® 2002 Order, the OPUC considered the follovigsyes:

*  What prices would have been if, in 1995, the OPW@ interpreted the law to prohibit a return onThejan investment; an
» Whether the OPUC has authority to engage in retirgacatemaking
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On September 30, 2008, the OPUC issued an orderettpaires PGE to refund $33.1 million to certaiustomers. The refund relates to the
unamortized Trojan balance on September 30, 2@00isaussed below.

In the order, the OPUC also made the followingifigd:

» The OPUC has authority to order a utility to issefinds under certain limited circumstances;
* PGF's rates that were in effect for the period Aprill295 through September 30, 2000 were just andnabde.

The OPUC examined the rates in effect for the plefipril 1, 1995 through September 30, 2000 andrdeéteed what rates during this period
would have been if, in 1995, the OPUC had integat¢he law to prohibit a return on the Trojan inweent. The OPUC removed the
previously allowed return on the Compasmy'rojan investment during the period, reduceddeevery period from 17 to 10 years, and rev
certain other assumptions, all of which reducedéteverable balance as of September 30, 2000$488.5 million to $165.1 million. The
OPUC ruled that the difference of $15.4 millionypinterest at 9.6% from September 30, 2000, shmeileéfunded to customers who recei
service from PGE during the period October 1, 2@08eptember 30, 2001. The $15.4 million amounis plccrued interest, results in a total
refund of $33.1 million as of September 30, 2008 ©rder also provides that the total refund amuaiilhficcrue interest at 9.6% from
October 1, 2008 until all refunds are issued tdamsrs. The Company expects the refunds to custotaarccur by mid-2009.

As a result of this order, PGE recorded, as a etgoy liability, the total refund due to customefs$33.1 million, which reduced 2008
revenues. The URP and the plaintiffs in the clasi®@as described below have separately appealedrttes to the Oregon Court of
Appeals. PGE is continuing to review and evaluagedrder along with the subsequent appeals. Theekilof OPUC Order No. 08-487 is
available on its Internet website at www.puc.statas.

Class Actionsln a separate legal proceeding, two class actids were filed in Circuit Court against PGE on Jaryul7, 2003 on behalf of
two classes of electric service customers. One sesks to represent current PGE customers thataustemers during the period from
April 1, 1995 to October 1, 2000 (Current Clasg] #tre other case seeks to represent PGE custona¢rsere customers during the period
from April 1, 1995 to October 1, 2000, but who atelonger customers (Former Class, together wightrrent Class, the Class Action
Plaintiffs). The suits seek damages of $190 milfus interest for the Current Class and $70 mmilfidus interest for the Former Class, as a
result of the inclusion of a return on investmeinTmjan in the prices PGE charges its customensD@cember 14, 2004, the judge granted
the Class Action Plaintiffs’ motion for Class Cé&dation and Partial Summary Judgment and deniel’'®@&otion for Summary Judgment.
On March 3, 2005 and March 29, 2005, PGE filed Retitions for an Alternative Writ of Mandamus witle Oregon Supreme Court, asking
the Court to take jurisdiction and command thd judge to dismiss the complaints or to show camisg they should not be dismissed, and
seeking to overturn the Class Certification. On Batg31, 2006, the Oregon Supreme Court issuedrggrah PGE’s Petitions for Alternative
Writ of Mandamus, abating the class action progegsluntil the OPUC responds to the 2003 Remandiithesl above). The Oregon
Supreme Court concluded that the OPUC has primaigdiction to determine what, if any, remedy ihez#fer to PGE customers, through
price reductions or refunds, for any amount of metan the Trojan investment PGE collected in priceghe period from April 1995 through
October 2000. The Oregon Supreme Court furtheedttat if the OPUC determines that it can proddemedy to PGE’s customers, then
the class action proceedings may become moot itendrdn part, but if the OPUC determines thatibeot provide a remedy, and that
decision becomes final, the court system may hawdeato play. The Oregon Supreme Court also rthatithe plaintiffs retain the right to
return to the Circuit Court for disposition of whaer issues remain unresolved from the remandedd@ftbceedings.
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On October 5, 2006, the Circuit Court issued aneDaod Abatement in response to the ruling of thegon Supreme Court, abating the class
actions, but inviting motions to lift the abatematfter one year. On October 17, 2007, the plamfiféd a motion to lift the abatement. A
hearing on this motion was held on April 10, 2088the hearing, the Circuit Court declined to thie abatement. The Circuit Court has
encouraged the parties to attempt to agree on #tapmight be taken in preparation for a trialie event the Circuit Court lifts the abaten
following the OPUC order issued on September 3082®n June 3, 2008, the Circuit Court schedulsthtus conference for October 15,
2008 and set a tentative trial date for April 2088the October 15, 2008 status conference, theuZiCourt set a schedule for the filing of
briefs on the plaintiffsmotion to lift the abatement. The schedule calidtie completion of briefing by November 25, 2008l @ral argumel
on January 12, 2009.

Management cannot predict the ultimate outcoméefibove matters. However, it believes that thesttens will not have a material adverse
impact on the financial condition of the Companyt imay have a material adverse impact on the sestithperations and cash flows for a
future reporting period.

Regulatory Matters

Colstrip Royalty Claim

Western Energy Company (WECO) supplies coal fromRbsebud Mine in Montana under a Coal Supply Agesg and a Transportation
Agreement with owners of Colstrip Units 3 and 4lgdant (Colstrip), in which PGE has a 20% ownepshterest. In 2002 and 2003, WECO
received two orders from the Office of Minerals Beue Management of the U.S. Department of theitmt@dSDI) which asserted
underpayment of royalties and taxes by WECO relatdrhnsportation of coal from the mine to Cofstiuring the period October 1991
through December 2001. In late September 2006, WEeE€ived an additional order from the Office ofiglials Revenue Management to
report and pay additional royalties for the perdadiuary 2002 through December 2004. WECO has aggpttad 2002 and 2003 orders and
filed a Complaint for Declaratory and Injunctivelieéwith the U.S. District Court for the Districf Columbia challenging the decision of the
Interior Board of Land Appeals to deny the appkaMay 2005, WECO received a “Preliminary AssessiniNotice” from the Montana
Department of Revenue (MDOR), asserting claimslaimid those of the USDI.

In October 2008, PGE and the other owners of Gplagreed with WECO to pay a portion of the taxaed wyalties that WECO is required
pay to the MDOR and the USDI for both past andriiperiods. On October 23, 2008, WECO enteredadntagreement with MDOR that
settles all claims for years prior to 2008 andldighes a method for calculating taxes and royaftie subsequent periods. Management
believes that PGE's share of WEGQ@bligation to pay royalties, taxes and intereshe USDI and MDOR for periods through Septemlfe
2008 would range from $2 million to $3 million. A&$ September 30, 2008, PGE has accrued $2.2 mikitated to this matter. The October
2008 agreements have not changed the Company'ssasset of its exposure for past periods.

PGE estimates that the Company’s share of royata@es and interest for future periods will beragpmately $0.2 million per year. The
Company anticipates that amounts relating to fupemods would be recovered through the ratemagingess. The Company will evaluate
the likelihood of recovery through the ratemakimggess of amounts relating to past periods. Howekiere can be no assurance that
recovery of any amounts relating to past periddsjisued, would be granted.
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Refunds on Wholesale Market Transactions

Pacific Northwest Refund ProceediiOn July 25, 2001, the FERC called for a preliminavidentiary hearing to explore whether there may
have been unjust and unreasonable charges fonsp&et sales of electricity in the Pacific Northtviegem December 25, 2000 through

June 20, 2001 (Pacific Northwest Refund proceedidg)ing that period, PGE both sold and purchasedréity in the Pacific Northwest. In
September 2001, upon completion of hearings, tpeiafed administrative law judge issued a recomradraider that the claims for refunds
be dismissed. In December 2002, the FERC re-opéeechse to allow parties to conduct further discgvin June 2003, the FERC issued an
order terminating the proceeding and denying thard for refunds. In November 2003 and February/2€te FERC denied all requests for
rehearing of its June 2003 decision. Parties appdeadrious aspects of these FERC orders to theNingh Circuit Court of Appeals (Ninth
Circuit).

On August 24, 2007, the Ninth Circuit issued itsisi®n, concluding that the FERC failed to adedyat&plain how it considered or
examined new evidence showing intentional marketimaation in California and its potential tiesttee Pacific Northwest and that the FE
should not have excluded from the Pacific NorthviRsiund proceeding purchases of energy made b§dlitornia Energy Resources
Scheduling (CERS) division in the Pacific Northwsgot market. The Ninth Circuit remanded the cagbé FERC to (i) address the new
market manipulation evidence in detail and accéomit in any future orders regarding the awardlenial of refunds in the proceedings,

(i) include sales to CERS in its analysis, ani) fiirther consider its refund decision in lightretated, intervening opinions of the court. The
Ninth Circuit offered no opinion on the FE's findings based on the record established byathministrative law judge and declined to rule
on the merits of the FERC'’s ultimate decision taydeefunds. Two requests for rehearing have bded fiith the court, with a decision now
pending.

The settlement between PGE and certain other pantihe California refund case in Docket No. EL9H)-(California Refund case} seq,
approved by the FERC on May 17, 2007, resolveslailins as between PGE and the California partiesedan the settlement as to
transactions in the Pacific Northwest during thilesment period, January 1, 2000 through June @21 2but does not settle potential claims
from other market participants relating to trangaxs in the Pacific Northwest.

The Lockyer Casédn a separate but potentially related action, i82Qhe California Attorney General filed a comptgithe Lockyer case)

with the FERC against various sellers in the whalkepower market, alleging that the FERC'’s autlatiin of market-based rates violated the
Federal Power Act (FPA), and, even if market-bastes were valid under the FPA, that the quartealysaction reports required to be filed
by sellers, including PGE, did not contain the saation-specific information mandated by the FPA #e FERC. Upon appeal of the
FERC's refusal to order refunds pursuant to theptaimt, the Ninth Circuit remanded the case fotHar proceedings at the FERC to
determine whether refunds should be ordered diggltwe of parties to file correct and timely quety reports. PGE settled the Lockyer case
with the California Attorney General and other @atiia parties as part of its previously reportedhprehensive settlement of the California
Refund and related cases, which settlement becfewiee on May 17, 2007.

On December 10, 2007, the California Attorney Gahand others filed with the FERC a motion to suaspany Lockyer remand proceedings
until the court issues mandates in the CaliforreéuRd case and Pacific Northwest Refund proceedintipe basis that all three cases include
similar parties and similar issues. They indicdtesir intent to file a motion to consolidate aliglh cases upon remand of the two that remain
pending rehearing before the Ninth Circuit.

On March 21, 2008, the FERC issued an order onmdr{fRemand Order) that denied the California pgirtieotion to suspend the Lockyer
remand proceedings and set the case for furtheepdings. On

23



Table of Contents

April 15, 2008, pursuant to a request for clarifioa filed by parties, including PGE, who had posly settled the Lockyer case with the
California Attorney General and other Californiatjes, the FERC issued an order that dismissed @i the Lockyer remand proceeding,
which relates solely to California markets.

On October 6, 2008, the FERC denied a requesefaaring of the Remand Order, insofar as certalifio@@da Parties had requested that the
remand proceedings be expanded to include issyesitd¢hose raised by the inaccurate or untimeiydibf quarterly transaction reports. On
October 14, 2008, the California Attorney General ather California parties appealed the RemanaCadd the order on rehearing to the
Ninth Circuit Court of Appeals. PCs dismissal from the remand proceedings was nptaled and has become final.

Although PGE is no longer a party to the Lockyenaad proceedings, future consolidation of the Leclgase with the Pacific Northwest
Refund proceeding, on remand, could increase tmep@ay’s potential liability in the Pacific Northwgsroceeding by extending the period
for which other parties are requesting refunds badWay 1, 2000, or earlier.

Management cannot predict the outcome of the Radifithwest Refund proceeding or Lockyer remand,i#f ever consolidated with the
Pacific Northwest Refund proceeding, or whetherRBR&C will order refunds in the Pacific Northwemstd if so, how such refunds would be
calculated. Management believes that the outcori@metihave a material adverse impact on the firerondition of the Company, but may
have a material adverse impact on PGE's resultgefations and cash flows in future reporting pisio

Complaint and Application for Deferral — Income Taxes

On October 5, 2005, the URP and Ken Lewis (togetherComplainants) filed a Complaint and an Apgilien for Deferred Accounting with
the OPUC alleging that, since the September 2, 28f@stive date of Oregon Senate Bill 408 (SB 4B83E’s rates were not just and
reasonable and were in violation of SB 408 becé#usg contained approximately $92.6 million in anineiarges for state and federal income
taxes that are not being paid to any governmentitye The Complaint and Application for Deferre¢@unting requested that the OPUC
order the creation of a deferred account for albants charged to customers since September 2,fa08&te and federal income taxes, less
amounts actually paid by or on behalf of PGE tofélteral and state governments for income taxe& &atended that no adjustment for
taxes may be made prior to the January 1, 2006teffedate of the automatic adjustment clause deiduin SB 408.

On August 14, 2007, the OPUC issued an order grautiie Application for Deferred Accounting for theriod from October 5, 2005 through
December 31, 2005 (Deferral Period). The OPUC’'si0adso dismissed the Complaint, without prejudaregrounds that it was superfluous
to the Complainants’ request for deferred accognfiine order required that PGE calculate the ansoamplicable to the Deferral Period,
along with calculations of PGE’s earnings and tfiece of the deferral on the Company’s return onigg The order also provided that the
OPUC would review PGE's earnings at the time itsiders amortization of the deferral. PGE undergtdhdt the OPUC will consider the
potential impact of the deferral on PGE’s earniogar a relevant 12-month period, which will inclutie Deferral Period.

On December 1, 2007, PGE filed its report as reguiry the OPUC. In the report, PGE determined(théte amount of any deferral would
be between zero and $26.6 million; (ii) a relevB2dmonth period would be the 12-month period erSiegtember 30, 2006; and (iii) PGE’s
earnings over such period would preclude any reflihe OPUC has indicated that it will determine thiee any necessary rate adjustment
should be made to amortize the deferral grantéid ihugust 14, 2007 order.
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On October 15, 2007, PGE filed a petition for juaiceview with the Oregon Court of Appeals, segkiaview of the OPUC’s August 14,
2007 order. The Court of Appeals has granted P@Eggest to stay the proceedings pending an OPU& ardhe matter.

Management cannot predict the ultimate outcomaisfrhatter. However, based on the information culy&known to management, it
believes this matter will not have a material adeezffect on PGE’s financial condition, result®pérations or cash flows.

FERC Investigation

In May 2008, PGE received a notice of a preliminaop-public investigation from the FERC Divisionlafestigations concerning PGE’s
compliance with its Open Access Transmission Tafiffe investigation involves certain issues idédifduring an audit by FERC staff.

Management cannot predict the final outcome ofrliestigation or what actions, if any, the FERCl véke or require the Company to take.
Management believes that the outcome will not reaw@aterial adverse impact on the financial conditibthe Company, but may have a
material adverse impact on PGE'’s results of opamatand cash flows in future reporting periods.

Environmental Matters

Portland Harbor

Since 1973, PGE has operated the Harborton Sutostati land owned by the Company located near thHeamétte River. A 1997
investigation by the U.S. Environmental Protectigency (EPA) of a 5.5 mile segment of the riverpwm as the Portland Harbor Superfund
Site, revealed significant contamination of seditaamithin the harbor. The EPA subsequently incluthedPortland Harbor on the federal
National Priority List pursuant to the federal Caetmensive Environmental Response, CompensatiorLiabdity Act.

The Portland Harbor Superfund Site is currentlyargding a remedial investigation and feasibilitydst (RI/FS) pursuant to an
Administrative Order on Consent (AOC) between tRAENd several Potentially Responsible Parties §pR®t including PGE. In the AO
the EPA determined the site for purposes of thERtb be a segment of the river approximately l@sn length.

On January 22, 2008, PGE received a Section 10#f@)mation Request from the EPA requiring the Campto provide information
concerning its properties in or near the Portlamghbidr Superfund Site being examined in the RI/BSyell as several miles beyond that
segment. PGE's response is how due by the enchabda 2009.

The boundaries of the site for remediation purpegde determined at the conclusion of the RIIR& Record of Decision, in which the
EPA documents its findings and selects a preferteghup alternative.

Sufficient information is currently not available determine the total cost of any required inveditam or remediation of the Portland Harbor
or the liability of PRPs, including PGE. Managemeannot predict the ultimate outcome of this mati#anagement believes that the
outcome will not have a material adverse impadhenfinancial condition of the Company, but mayéavmaterial adverse impact on PGE’s
results of operations and cash flows in future riépg periods.

PGE has filed an application with the OPUC requestieferred accounting, for later ratemaking treatinof incremental costs related to
RI/FS work and any resulting remediation costs iiredliin relation to the Portland Harbor site. Hoemthere can be no assurance that any
recovery of these costs will be granted.
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Harbor Qil

Harbor Oil, Inc. (Harbor Oil), located in north Mand, was utilized by PGE to process used oil fthbmCompany’s power plants and
electrical distribution system from at least 199@ill2003. Harbor Oil is also utilized by other iiels for the processing of used oil and other
lubricants.

In 1974 and 1979, major oil spills occurred atltabor Oil site that impacted an approximate twearea. Elevated levels of contaminants,
including metals, pesticides, and polychlorinatgzhbnyls, have been detected at the site. On Séete9, 2003, Harbor Oil was included
the federal National Priority List as a federal 8uipnd site.

PGE received a Special Notice Letter for RI/FS fittwn EPA, dated June 27, 2005, in which the Compaas/named as one of fourteen P
with respect to the Harbor Oil site. The lettertstd a period for the PRPs to participate in negioths with the EPA to reach a settlement to
conduct or finance an RI/FS of the Harbor Oil sida. May 31, 2007, an Administrative Order on Comaptie was signed by the EPA and six
other parties, including PGE, to implement an Ri# e Harbor Oil site. The EPA has approved dR®&ivork plan. On-site sampling was
completed during the second quarter of 2008.

Sufficient information is currently not available determine the total cost of investigation andediation of the Harbor Oil site or the
liability of the PRPs, including PGE. Managememrua predict the ultimate outcome of this matteswidver, it believes this matter will not
have a material adverse impact on the Companyasfial condition, results of operations or castwéo

PGE has filed an application with the OPUC requestieferred accounting, for later ratemaking treatinof incremental costs related to
RI/FS work and any resulting remediation costs iiremiin relation to the Harbor Oil site. Howevédrette can be no assurance that any
recovery of these costs will be granted.

Other Matters

PGE is subject to other regulatory and legal prdicess that arise from time to time in the ordineoyrse of its business, which may result in
adverse judgments against the Company. Althougragement currently believes that resolving suchematvill not have a material adverse
effect on its financial position, results of opéras, or cash flows, these matters are subjecthterent uncertainties and management’s view
of these matters may change in the future.

NOTE 8: GUARANTEES

PGE enters into financial and power purchase aledaggeements that include indemnification provisioelating to certain claims or
liabilities that may arise in connection with thartsactions contemplated by these agreements. &lgnérese indemnification provisions do
not set a maximum obligation amount and therefiie aggregate maximum amount of PGE’s obligatiordeuthese agreements cannot be
reasonably estimated. PGE periodically evaluatedikklihood of incurring costs under such indensit The Company has not recorded any
liability on the condensed consolidated balancetsheith respect to these indemnities. Based on'®ki&orical experience and the
evaluation of the specific indemnities, managenbefieves the likelihood that PGE would be requie@derform, or otherwise incur any
significant losses, is remote.

26



Table of Contents

Item 2. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations
Forward-Looking Statements

The information in this report includes statemehtg are forward-looking within the meaning of fhigvate Securities Litigation Reform Act
of 1995. Such forward-looking statements relatexpectations, beliefs, plans, objectives for futyperations, assumptions, business
prospects, the outcome of litigation and regulafmmceedings, future capital expenditures, mar&atltions, future events or performance
and other matters. Words or phrases such as “patés,” “believes,” “should,” “estimates,” “expectdntends,” “plans,” “predicts,”
“projects,” “will likely result,” “will continue,” or similar expressions are intended to identifyhsiarward-looking statements.

Forward-looking statements are not guaranteestofdiperformance and involve risks and uncertasrtiat could cause actual results or
outcomes to differ materially from those expres$¥8E's expectations, beliefs and projections are expdegsgood faith and are believed
PGE to have a reasonable basis including, withmitdtion, management’s examination of historigaémating trends, data contained in
records and other data available from third parbesthere can be no assurance that PGE'’s exjmextabeliefs or projections will be
achieved or accomplished.

In addition to any assumptions and other factodsraatters referred to specifically in connectiothvguch forward-looking statements,
factors that could cause actual results or outcdord3GE to differ materially from those discusg&edorward-looking statements include:

« governmental policies and regulatory audits, ingesions, and actions, including those of the FERR@ OPUC with respect to
allowed rates of return, financings, electricitycprg and price structures, acquisition and dispokassets and facilities, operati
and construction of plant facilities, transmissadrelectricity, recovery of Net Variable Power Co@iVPC) and capital
investments, and current or prospective wholesaderetail competition

» capital market conditions, including availability @apital and interest rate fluctuations, as welthanges in PGE’s credit ratings,
which could have an impact on the Company’s cosapftal and its ability to access the capital retsko support requirements
for working capital, construction costs, and theaygment of maturing dek

» the outcome of legal and regulatory proceedingsissikes, including the proceedings related to tlogai investment recovery, 1
Pacific Northwest Refund proceeding, and the Padtldarbor investigation described in Note 7, Cageincies, in the Notes to
Condensed Consolidated Financial Statem:

e unseasonable weather and other natural phenoméieh,wn addition to affecting PGE’s customers’ dard for power, could
have a serious impact on P’s ability and cost to procure adequate supplidaaifor power to serve its custome

» operational factors affecting PGE’s power generataxilities, including outages, unplanned forcetbges, hydro conditions,
wind conditions, and disruption of fuel supp

« wholesale energy prices and their impact on thdabibity and price of wholesale power in the westé&nited States

» residential, commercial, and industrial growth alednographic patterns in P(s service territory
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» future laws, regulations, and proceedings thatdcmdrease the Company’s costs or affect the ojpesabf the Compang’therme
generating plants by imposing requirements fortamithl pollution control equipment or significamhissions fees or taxes,
particularly with respect to cc-fired generation facilities, to mitigate carbonxdae, mercury, and other emissiol

» the effectiveness of PCs risk management policies and procedures and#u#tworthiness of customers and counterpar
» the failure to complete major generating plantsamedule and within budge

» the effects of Oregon law related to utility rateatment of income taxes (SB 408), which may reswfarnings volatility and
adverse effects on results of operatic

» the outcome of efforts to relicense the Comy's hydroelectric projects, as required by the FE
» changes in, and compliance with, environmentalemthngered species laws and polic

» the effects of global warming or climate changeluding changes in the environment that may a#@ergy costs or consumptis
increase the Compa’s costs, or affect its operatiol

* new federal, state, and local laws that could laxerse effects on operating rest
» employee workforce factors, including aging, poedrgtrikes, work stoppages, and the loss of keycetives;
» general political, economic, and financial markenditions;
» natural disasters and other natural risks, sua@agbkquake, flood, drought, lightning, wind, arme f
» acts of war or terrorisn
» financial or regulatory accounting principles otipies imposed by governing bodies; ¢
» other factors identified elsewhere in this repod ather PGE filings with the Securities and Exa@@@ommission, including
those factors set forth in Part I, Item 1A of then@bany’s Annual Report on Form 10-K for the yeateshDecember 31, 2007,
filed with the SEC on February 27, 2008, as supplaed by Part II, Item 1A of this Quarterly RepantForm 1-Q.
Any forward{ooking statement speaks only as of the date oslwélich statement is made, and, except as redujrizav, PGE undertakes |
obligation to update any forward-looking statemtenteflect events or circumstances after the datetich such statement is made or to
reflect the occurrence of unanticipated events. fmtors emerge from time to time and it is notgilole for management to predict all such

factors, nor can it assess the impact of any saiorf on the business or the extent to which acpfaor combination of factors, may cause
results to differ materially from those containadany forward-looking statement.
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Overview

Management’s Discussion and Analysis of Financ@dition and Results of Operations (MD&A) is inteddo provide an understanding of
the business environment, results of operatiord fimancial condition of PGE. MD&A should be readdonjunction with the Company’s
condensed consolidated financial statements cadaimthis report, its Annual Report on Form 10eK the year ended December 31, 2007,
and other periodic and current reports filed wita SEC.

Current Market Conditions - Turbulent capital market conditions during thedtand early fourth quarter of 2008 have adverséigcted
both access to capital and the cost of capitaldhal markets. PGE is assessing the impact of timesket conditions on its operations, which
include, but are not limited to, the following:

» Impacts on the Compa’s plans to issue capital stock or delRGE has estimated capital expenditure requiresnant
approximately $760 million in 2009 and $470 millizn2010 in addition to long-term debt maturitidsb@42 million in 2009 and
$186 million in 2010. Although the current markenditions have made access to capital more diffi®GE believes it continues
to have the ability to obtain funding for its capitequirements. Further, the Company’s borrowiogts, including increases
resulting from current and future market conditicar® expected to be recoverable in customer pi

e Valuation of Investmen-

o] PGE sponsors a pension plan. The fair markeewvafiinvestments held by the pension trust hastBcdecreased
substantially. Pursuant to the Pension ProtecticinoA2006, PGE is legally obligated to maintaiceatain funding level
with respect to the pension plan. The required ifugéevel is determined annually based on certeinaxial assumptions
and the valuation of the assets held by the perigish If market conditions do not improve, PGEyrba required to fund
an unfunded position of the pension plan in the teran.

o Non-qualified benefit plan assets, which include meak securities, are held in trusts to cover RGibligations under
non-qualified benefit plans. Fluctuations in thi faarket value of the non-qualified benefit plasets are recorded in
current earnings

0  Nuclear decommissioning trust assets reflect teetaseld in trust to cover general decommissioog®gs and operation
the ISFSI and consist of fixed income securitidsai@es in the fair value of decommissioning trgsets are deferred to
the balance sheet pursuant to SFAS

» Other Demands on LiquidityDuring October 2008, PGE was required to prounteeased margin deposits pursuant to existing
purchased power and natural gas agreements. Trarginmdeposits are required primarily because ofeieses in the mark-to-
market value of PGE’s outstanding contracts. If lekale power and natural gas prices continue tinde®GE may be required
to provide additional margin deposi

For additional information with respect to thesd ather matters, see “Liquidity and Capital Resestdn this Item and Item 3. Quantitative
and Qualitative Disclosures About Market Risk.

Customers- During the nine months ended September 30, 2BGE served an average of 811,000 retail custonoenpared to 799,000
during the comparable period of 2007, an incredde586. This customer growth, along with generathpler weather in 2008, resulted in a
3% increase in retail energy deliveries relative@7. On a weather adjusted basis, retail enezfiyadies increased 1.5% from the
comparable period of 2007.

A slow-down in the state’s economy, including ataimed decline in the housing market, continuedugh the third quarter of 2008.
Oregon’s unemployment rate rose from 5.2% for 20005.8% through
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September 2008, compared to the national joblésfdb.4%. Despite the slow-down, Oregon had &Qayroll growth compared to a
national growth of 0.1% during the nine months eh8eptember 30, 2008. PGE projects an approxima® icrease in weather adjusted
energy deliveries for 2008, with higher use by stdal customers projected during the last quartéhe year. PGE currently projects an
approximate 1.9% increase in weather adjusted gromliveries for 2009.

Regulatory review of the Company’s general rate easl proposed tariffs, filed with the OPUC in lg&bruary 2008, is continuing under
procedural schedules that currently provide for nates to become effective on January 1, 2009. B@iial filing proposed an 8.9%
average price increase related to higher purchasedr and fuel costs, increased investment intyfiliant, and higher operating expenses.
Due to projections of increased costs of purchasseer and fuel for the Company’s thermal generapilagts subsequent to the initial filing,
PGE has filed power cost updates reflecting adutiiprojected power costs. PGE, OPUC staff, arehieners have reached stipulations on
several items, including the method of determirésimated power costs and the cost of capital.cbhseof capital stipulation provides for a
debt-to-equity capital structure of 50/50 and anebn equity of 10.1%. The stipulated items aredgbwer cost updates filed to date would
result in a proposed average price increase obappately 10%, consisting of increased revenueireqents of approximately $104 million
for NVPC and $57 million for other costs. Certaustomer credits, including those related to 20@tlte of the Company’s Power Cost
Adjustment Mechanism (PCAM), are expected to redbeeverage price increase to approximately 8 #é6teve January 1, 2009. The
proposed increases remain subject to change uimidkdecision is made by the OPUC, which is expédn late December. Estimated 2009
NVPC will be updated in November 2008 according fmrocedural schedule established by the OFAdditional information regarding
PGE's general rate case filing, including copiesliodéct testimony and exhibits, is available on@@mnpany’s Internet website at
www.portlandgeneral.com. Information may also b&aoted on the OPUC Internet website at www.puestaius.

Installation of a limited number of new smart methas begun as part of the smart meter projeatspaance testing phase, with the
remaining meters to be installed by the end of Z0t@esidential and commercial customers. PGE etspie project to provide improved
services as well as operational efficiencies arsll savings. A new tariff, effective from June 1080@hrough December 31, 2010, provides
recovery of costs related to this project, inclgdihe net book value of existing meters, during geriod.

Power Supply- PGE utilizes its own generating resources andegabe market purchases to meet the energy anditapeeds of its
customers. The Company'’s generating plants provéggdoximately 60% of its retail load requiremeutidg the nine months ended
September 30, 2008, compared to 52% in the comigapaiiod of 2007, primarily due to the additionRufrt Westward and Biglow Canyon
Phase | to the Company’s generation portfolio ineJand December 2007, respectively. Current fotedadicate near normal regional hydro
conditions for 2008.

On August 15, 2008, PGE set a new all-time neesydbad “summer peak3(743 MW), driven by unusually warm weather andéased ali
conditioning demand, surpassing the previous re(tD6 MW) set on June 24, 2006. The Company-trak high net system load peak
(4,073 MW) occurred in December 1998.

In March 2008, PGE executed agreements to purchsevind turbines for Phases Il and Il of Biglowai@yon, and in July 2008, the
Company entered into contracts for the relatedtcoctson contracts. Construction of Phase Il hagupe with completion expected by the ¢
of 2009. Phase lll is expected to be completechbyend of 2010. Total cost of the two phases ieebgul to be $730 million to $770 million,
including allowance for funds used during consinrc{AFDC). The two phases will have a combinedated capacity of approximately 324
MW, further increasing the diversity of the Companyenerating resource portfolio while minimizirglated environmental impacts. For
further information regarding estimated future talpgxpenditures, see “Capital Requirements” irgtlidity and Capital Resources” in this
Item 2.

30



Table of Contents

In April 2008, PGE issued a request for proposal18 MWa of renewable energy resources and iiikhtin initial short list of bidders in
September 2008. Such resources, which are in addiBiglow Canyon, are required to become avilaletween 2009 and 2014. The
Company expects to identify a final short list bg £nd of the year and then begin negotiations.

As requested by the OPUC, PGE is currently pregaadditional long-term analysis to address resodewgsions beyond 2012, which the
Company plans to include in a revised IntegratesbRece Plan (IRP) to be filed by October 2009. R&ects the updated and revised IR
further define the Company’s future energy and ciéypaeeds.

In an effort to secure additional renewable eneegpurces, the Company invested in its first phaitaic solar power project during the third
quarter of 2008 through a limited liability compafe project is located on property owned by thegdn Department of Transportation,
with a total cost estimated at approximately $1ifion and an installed capacity of approximate@41kW. On October 2, 2008, the Comp
invested in, through another limited liability coemy, an additional photovoltaic solar power projecated on the rooftops of three
distribution warehouses. The total cost of thislitgds estimated at approximately $7.4 millionitivan installed capacity of approximately
1,095 kW. Both of these projects are expected tplédeed in service by December 31, 2008. Althou@iER initial interest in each of these
limited liability companies is less than 5%, PGHEhe managing member and will operate both fagdifjursuant to an operating agreement
with the investor member. PGE expects to consa@ibath entities pursuant to FASB Interpretation 88R,Consolidation of Variable
Interest Entities.

Legal, Regulatory and Environmental Matters- On September 30, 2008, the OPUC issued an ardbeimatter of recovery of PGE’s
investment in Trojan. The order requires PGE tamdf$33.1 million to customers who received serdiaeng the period October 1, 2000
through September 30, 2001. For further informatsae Note 7, Contingencies, in the Notes to Coselb€onsolidated Financial
Statements.

In November 2007, PGE proposed to the Oregon Dajeaitt of Environmental Quality (DEQ) controls thadwd address emissions from the
Boardman coal plant. In August 2008, the DEQ issuedeliminary proposal that would require theafation of even more stringent
emission controls, under a phased-in approachfufitrer discussion of this matter, s&ie Quality Standards in “Capital Requirements”
under “Liquidity and Capital Resources” in thisnie.

PGE is a party to other proceedings whose ultimateome could have a material impact on the restiligperations and cash flows in future
reporting periods. These include matters related to

claims for refunds related to wholesale energyssaéhe Pacific Northwest during 20- 2001,
an audit and subsequent investigation by the FERaZed to the Company'’compliance with its Open Access TransmissionffT.
and

® aninvestigation by the EPA of the Portland HarBaperfund Site

For further information regarding the above andeothatters, see Note 7, Contingencies, in the Not€ondensed Consolidated Financial
Statements.

31



Table of Contents

Recent and pending rate actions include, but arémited to, the following:

A 6.3% average price decrease for residential aradl $arm customers, effective April 15, 2008, tethto an agreement between
PGE and Bonneville Power Administration (BPA) ttexhporarily restored federal hydropower benefitdarrthe Residential
Exchange Program administered by the BPA. The ntgjof such benefits, approximately $43 millioneaxpected to be refunc
by the end of 2008. In September 2008, PGE and &Réred into an agreement that will provide apprately $50 million in
benefits over the period October 1, 2008 throughte3eber 30, 2009. Such benefits will be creditedligible customers
beginning in January 200

A 1.4% average price decrease, effective June(8,Z0r refunds to retail customers of taxes punstm SB 408 related to the
2006 reporting year. Such refunds, in the amou®33i2 million plus interest, will take place ower approximate two-year
period.

An approximate 1% average price increase, effecdtives 1, 2008, for costs related to energy effigianeasures that enable
customers to reduce their energy

A 0.8% average price increase, effective June Q82f&lated to the smart meter proje

The collection of deferred replacement power codtsted to the outage of Boardman from late 200&uihph early 2006 ($26.4
million plus $7.1 million of accrued interest thghuSeptember 30, 2008). PGE has proposed thaigto$fset by certain credits
due to customers, with no price impact anticipaB®@E’s request is subject to both a prudence rewiglvrespect to the outage
and to a regulated earnings test. An OPUC decanohorder on this matter is expected in late 20GBefirst half of 2009

An approximate $18 million refund to customers]uding accrued interest, related to the 2007 appba of PGE’'s PCAM. The
Company has requested that such amount, whictbjeduo review by the OPUC, be refunded over ayma period beginning
January 1, 200¢

A proposed average price increase of approximad@¥s, subject to revision later this year basedrojepted 2009 NVPC and
final resolution of the general rate case, to liective January 1, 2009, as previously descri

Critical Accounting Policies

PGE'’s critical accounting policies are outlinedtem 7 of the Company’s Annual Report on Form 1@Kthe year ended December 31,
2007, filed with the SEC on February 27, 2008.

32



Table of Contents

Results of Operations

The following table contains certain financial infaation for the periods presented (dollars in mil§):

Three Months Ended September 3C Nine Months Ended September 3C
2008 2007 2008 2007
As % As % As % As %
Amount of Rev Amount  of Rev Amount  of Rev Amount of Rev
Revenues, ne¢ $ 40C 10% $ 43t 100% $ 1,29¢ 10% $ 1,27: 100%
Operating expense
Purchased power and ft 217 54 247 56 652 50 62C 49
Production and distributio 40 10 36 8 12t 10 10¢ 9
Administrative and othe 48 12 46 11 142 11 13€ 11
Depreciation and amortizatic 54 14 46 11 154 12 134 11
Taxes other than income tax 20 5 20 5 63 5 60 5
Total operating expens 37¢ 95 39C a0 1,13¢ 88 1,05¢ 83
Income from operatior 21 5 45 10 16C 12 214 17
Other income (expense
Allowance for equity funds used duri
constructior 3 1 4 1 7 1 13 1
Miscellaneous, ne (4 (1) 2 - (6) - 10 1
Other income (expense), r @ - 6 1 1 - 23 2
Interest expens 21 5 19 4 67 5 54 4
Income (loss) before income tax
expense (benefi @ - 32 7 94 7 182 14
Income tax expense (benel (1) - 12 3 27 2 62 5
Net income $ - % $ 20 5% $ 67 5 $ 121 10%

Percentages may not add due to rounding.

Net income was zero for the third quarter of 2008 pared to $20 million, or $0.32 per diluted shéwethe third quarter of 2007. Tl
decrease was due primarily to a $20 million aféerftrovision for the future refund to customersuwfamount ordered by the OPUC in
September 2008, related to the Trojan order. Atstrébuting to the decrease in net income was thmlion after-tax impact of an increase
in estimated customer refunds pursuant to SB 4@@apily due to the Trojan refund order, and a $Biom after-tax impact of a decline in tl
fair market value of non-qualified benefit plangsrassets. Such results were partially offset Byeancrease in retail energy deliveries and
reduced power costs. In the third quarter of 2808 Companys power costs were reduced by $6 million relatesolts of the PCAM, whi
power costs in the third quarter of 2007 increg&E2 million related to the PCAM.

Net income for the nine months ended Septembe2(BIB was $67 million, or $1.08 per diluted shammpared to $121 million, or $1.93 ¢
diluted share, for the nine months ended SepteBMe2007. The decrease was due primarily to a $ilidmafter-tax provision in Septemb
2008 for a future refund to customers related éoTttojan order, the $13 million after-tax impactioé deferral in 2007 of a portion of
Boardman replacement power costs (including accintedest) for potential future recovery (as apgaby the OPUC), and higher operating
expenses. Also contributing to the decrease inngeme was a $10 million after-tax impact of adjuents related to SB 408, with a $7
million customer refund recorded in 2008 and a §illdon collection recorded in 2007. In additiohgre was a $9 million after-tax impact of
a decline in the fair market value of non-qualiftezhefit plan assets and a favorable $4 millioaratix impact in 2007 for the settlement
between PGE and certain California parties reladegholesale energy transactions in the westerrggmaarkets during 2000-2001. Such
results were partially offset by a 3% increaseeiait energy deliveries. The Company’s power costeased $1 million and $15 million for
the first nine months of 2008 and 2007, respegtiwelated to results of the PCAM.
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Third Quarter of 2008 Compared to the Third Quarter of 2007

Revenues energy sold and delivered (based in megawattshpand retail customers are comprised of theiolig:

Revenues(dollars in millions):
Retail sales
Residentia
Commercial
Industrial
Total retail sale:
Trojan refund liability
Other retail revenue
Direct access custome
Total retail revenue
Wholesale revenue
Other operating revenu

Revenues, ne

Energy sold and deliverec(MWhs in thousands
Retail energy sale:
Residentia
Commercial
Industrial
Total retail energy sale
Delivery to direct access custom
Total retail energy deliverie
Wholesale sale

Total energy sold and deliver:

Percentages may not add due to rounding.

Retail customers:
Residentia
Commercial
Industrial

Total retail customer
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Three Months Ended September 3C

2008 2007
Percent o Percent o
Amount Total Amount Total
$ 15t 39% $ 16C 37%
15€ 39 157 36
42 11 41 9
358 88 35€ 82
(33 (8) - -
11 3 7 2
©) @) ©) @)
32¢€ 82 362 83
61 15 68 16
11 3 5 1
$ 40C 100% $ 43t 100%
1,64: 28% 1,602 27%
1,90¢ 33 1,91( 32
64¢ 11 632 11
4,201 73 4,14« 70
63€ 11 567 10
4,837 84 4,711 79
942 16 1,221 21
5,77¢ 100% 5,937 10C%

As of September 30,

2008 2007
711,96 703,27:
102,16: 100,11(
267 257
814,39: 803,63
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Demand for electricity by residential and commdrcisstomers is significantly affected by weatheeaking degree-days, an indication of the
likelihood that customers will use heating, andlic@pdegree-days, an indication of the likelihobdttcustomers will use air conditioning, are
generally used to measure the effect of weathén@iemand for electricity. The following table icates the number of heating and cooling
degree-days for the months indicated, along witlyda&r averages provided by the National WeatheriGsras measured at Portland
International Airport:

Heating Cooling
200¢ 2007 200¢ 2007
July 6 - 134 184
August 17 7 16¢ 114
Septembe 57 11€ 73 46
3rd quartel 80 12% 37€ 344
15-year average for the quar 82 82 38t 38t

Total revenues decreased $35 million, or 8%, irthivel quarter of 2008 compared to the third quasfe2007 as a result of the following
factors:

Total retail revenuedecreased $34 million, or 9%, due primarily to decerual of refunds to customers in the amount 8 Baillion
pursuant to the OPUC order issued September 3@, i20éXed to various Trojan matters. Total revenues were also affected by the
following decrease:

o A $12 million decrease related to SB 408, largelg tb an estimated refund due to customers of $fomiecorded in the
third quarter of 2008, resulting primarily from tfeojan order, compared to an estimated colledtiom customers of $5
million recorded in the third quarter of 20(

Partially offsetting the above decreases weredhewing increases:

o A $5 million increase resulting from a 2% incre@saverage price, which was driven by price incesaer the Company’s
smart meter project and recovery of Biglow Canybad® |, partially offset by a price decrease fangfes in forecasted
2008 power and fuel costs; a

o A $5 million increase resulting from a 3% incre@séotal retail energy deliveries, primarily dueano increase of 1.4% in
the average number of customers served durindhtteequarter of 2008, relative to the third quax&2007.

Wholesale revenueassult from sales of electricity to utilities andvger marketers which are made in conjunction with€ompany’s efforts

to secure reasonably priced power for its retastamers, manage risk and administer its currerg-term wholesale contracts. Such sales can
vary significantly between periods. During the dhguarter of 2008, wholesale revenues decreasedI§dn, or 10%, compared to the third
quarter of 2007, due to the net effect of the foitay:

o A $16 million decrease resulting from a 23% deazdasvholesale energy sales volume; partially dffise
o A $9 million increase resulting from a 17% increasaverage price, due to higher natural gas prices

Other operating revenuescreased $6 million due primarily to the sale wélfoil in 2008. Pursuant to an assessment ofhiétia
requirements, PGE reduced oil inventory level¢saBeaver generating plant.
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Purchased power and fuekxpense in the third quarter of 2008 decreased$tibn, or 10%, from the third quarter of 2007fdrmation
about PGE'’s total system load and retail load mequént for the periods presented is as followsh@usands of MWhs):

Three Months Ended September 3C

2008 2007
Generatior 2,92¢ 3,26t
Term purchase 1,96¢ 1,98¢
Spot purchase 527 397
Total system loas 5,421 5,64¢
Less: wholesale sal (942) (1,227
Retail load requiremet 4,47¢ 4,42°F

The average variable power cost of the above sy&tem loads was $41.11 and $40.94 per MWh inhiing quarter of 2008 and 2007,
respectively. Averages exclude the effect of ameuelated to regulatory power cost deferrals andl@gale credit provisions.

The decrease in Purchased power and fuel expersduwegprimarily to the net effect of the followifagtors:

A $50 million decrease related to settled natueal swap agreements entered into in conjunction@E’s management of its
NVPC, due to an increase in natural gas pricessd agreements are among those financial instruriretite Compan’'s
diversified power supply portfolio used to managarket risk, with activities reflected in Wholesaégvenues, Purchased power
and fuel expense, and Other operating rever

An $18 million decrease related to applicationhef Company’s PCAM. As a result of an increase ajguted customer refunds
under SB 408 (due primarily to the impact of thelPs September 2008 Trojan order), the Companypisrpected to achieve a
sufficient return on equity in 2008 that would &lléor refunds under the PCAM. Accordingly, an apgnoate $6 million refund
provision, recorded in the first half of 2008, wasersed in the third quarter, with a correspondauyiction in power costs. In the
third quarter of 2007, PGE recorded a $12 milliegulatory liability, with a corresponding increasg@ower costs

Under the PCAM, the Company can adjust future priogeflect a portion of the difference betweechegear’s forecasted power
costs included in customer prices and actual pewsis to the extent that such difference excegus-determined “deadband”
which, for 2008, ranges from $14 million below &8 million above, baseline power costs. Any reuiaasset or liability
arising from the application of the PCAM is adjwsfer the results of a regulated earnings test) ¥iital determination of any
customer refund or collection to be determinedhey®PUC through a public filing and review;

A $30 million increase in the cost of purchased eQwesulting primarily from a 27% increase in #werage cost; ar

A $11 million increase in the cost of natural gasef production, as a 55% increase in the averageadf natural gas was only
partially offset by a 24% reduction in generatimsulting from the economic displacement of gasdfigeneration with less
expensive power purchas:
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Sources of EnergyTFhe following table indicates that portion of PGES$al load requirement met with each listed sodiocghe periods
presented:

Three Months Ended September 3C

2008 2007
Generation
Thermal 45% 52%
Hydro 6 6
wind 2 -
Total generatiol 53% 58%
Purchased powe
Term purchase 24% 22%
Spot purchase 13 13
Mid-Columbia hydro project 10 7
Total purchase 47% 42%
Total load requiremer 100(% 100(%

Generation at PGE’s thermal plants decreased byfi@%the third quarter of 2007 as the result oé@duction in total system load and the
increased economic displacement of both BeaveCarydbte at certain times during 2008. Energy frordrbyresources in the third quarter of
2008 decreased 2% from the third quarter of 200Z4% increase in Company-owned hydro producticsyltimg from higher stream flows,
was more than offset by an 8% reduction in eneeggived under long-term purchase power agreememsHydro facilities on the mid-
Columbia River.

Regional hydro conditions in 2008 have been neemab Volumetric water supply data for the PacHiorthwest is prepared by the
Northwest River Forecast Center in conjunction wiith Natural Resources Conservation Service argt atioperating agencies. T
following is the final forecast (issued July 8, 83)@f the April-to-September 2008 runoff comparedHe actual runoff for 2007 (as a
percentage of normal):

2008 2007

Location Forecas Actual
Columbia River at The Dalles, Oreg 101% 97%
Mid-Columbia River at Grand Coulee, Washing 102% 102%
Clackamas Rive 16%% 100%
Deschutes River at Benham F: 101% 91%

Production and distribution expense increased $4 million, or 11%, in the thirerter of 2008 compared to the third quarter @720 he
increase is due primarily to an increase of $2iamlin overhead and underground line maintenans&scmcluding tree trimming, and a $1
million increase in operating costs at Biglow Camyhase |, which was completed in December 2007.

Administrative and other expense increased $2 million, or 4%, in the thindrter of 2008 compared to the third quarter of2@imarily
due to an increase in the provision for uncolldetdccounts and increased legal and regulatory fees

Depreciation and amortizationexpense increased $8 million, or 17%, in the thudrter of 2008 compared to the third quarter &2@f
the total increase, $4 million is related to higistribution
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plant balances and accelerated depreciation otireximeters which are being replaced as part oCihvpany’s smart meter project, and $3
million is related to the new Biglow Canyon Phasgdject, which was placed in service in Decemlify72

Other incomedecreased $7 million in the third quarter of 2008 pared to the third quarter of 2007. The decresapamarily due to a
decline in the fair market value of non-qualifieghiefit plan assets. During the third quarter of@00sses of approximately $4 million were
recorded on the assets, compared to gains of apmately $1 million in the third quarter of 2007.

Interest expenseancreased $2 million, or 11%, in the third quad&2008 compared to the third quarter of 2007 duraarily to a higher
level of short- and long-term debt outstanding wgi2008. During the third quarter of 2008, the agerbalance of short- and long-term debt
outstanding was $1,325 million, compared to $1ifBon for the third quarter of 2007.

Income tax expense (benefityvas ($1) million in the third quarter of 2008 comgxhito $12 million in the third quarter of 2007.eTthange il
income tax expense (benefit) is primarily the restilower taxable income and an increase of $lioniin federal energy tax credits
generated from the operation of Biglow Canyon Phasehe third quarter of 2008.
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Nine Months Ended September 30, 2008 Compared togiNine Months Ended September 30, 2007

Revenuesand energy sold and delivered (based in megawatshis comprised of the following:

Revenues(dollars in millions):
Retail sales
Residentia
Commercial
Industrial
Total retail sale:
Trojan refund liability
Other retail revenue
Direct access custome
Total retail revenue
Wholesale revenue
Other operating revenu

Revenues, ne

Energy sold and deliverec(MWhs in thousands

Retail energy sale:
Residentia
Commercial
Industrial
Total retail energy sale
Delivery to direct access custom
Total retail energy deliverie
Wholesale sale

Total energy sold and deliver:

Percentages may not add due to rounding.
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Nine Months Ended September 3C

2008 2007
Percent o Percent o
Amount Total Amount Total
$ 55¢ 43% $ 501 39%
45(C 35 44C 35
11¢ 9 11¢ 9
1,12¢ 87 1,06( 83
(33 () - -
20 2 54 4
) @) () @)
1,10¢ 85 1,10¢ 87
153 12 14¢ 12
35 3 19 1
$ 1,29¢ 10C% $ 1,27¢ 100%
5,76¢ 33% 5,50¢ 31%
5,43¢ 31 5,44: 31
1,857 11 1,87¢ 11
13,06! 75 12,82 73
1,82¢ 11 1,612 9
14,88¢ 86 14,43: 82
2,42¢ 14 3,161 18
17,31°¢ 10C% 17,59 10C%
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The following table indicates the number of heating cooling degree-days for the periods preseatedg with 15-year averages provided
by the National Weather Service, as measured diaRdrinternational Airport:

Heating Cooling
2008 2007 200¢ 2007
1st Quarte 1,981 1,85 - -
2nd Quarte 86( 69¢ 98 56
3rd Quarte! 80 12% 37¢€ 344
Year-to-date 2,921 2,67 474 40C
15-year average for the yeto-date 2,58¢ 2,58¢ 452 452

Total revenues increased $23 million, or 2%, fertime months ended September 30, 2008 compatkd tone months ended Septembel
2007 as a result of the following factors:

Total retail revenuegicreased $3 million due primarily to:

o A $28 million increase resulting from a 2% increasaverage price, which was driven by price insesafor the
Compan’s smart meter project and recovery of Port WestwartiBiglow Canyon Phase I; a
o A $21 million increase resulting from a 3% increas#otal retail energy deliveries, due to morerete weather conditior

in 2008, as indicated in the above table, and % Intrease in the average number of customersdeiwuing the first nine
months of 2008 relative to the first nine month2007.

Largely offsetting the above increases were theviohg decreases:

o A $33.1 million accrual of refunds to customersguant to the OPUC order issued September 30, 208&d to various
Trojan matters

o An $17 million decrease related to SB 408, witteatimated refund due to customers of $7 milliororded in 2008,
compared to an estimated collection from custorae#10 million recorded in 200

On a weather adjusted basis, retail energy dedisericreased 1.5% for the nine months ended Septe30h 2008, with deliveries to
residential, commercial, and industrial customacsdasing by 1.7%, 0.4%, and 3.0% respectively. Bfdects an approximate 1.5%
increase in total weather adjusted energy deligdae2008, with higher use by industrial custonggected during the last quarter of
the year offset by lower residential and commenasa.

Other retail revenues for the nine month periodtedrSeptember 30, 2008 and 2007 include $20 miliah$42 million, respectively,
in customer credits under the Residential Exchdrggram administered by the BPA, with such amofuilg offset within Retail sales
to residential and commercial customers. As a t@gw decision by the Ninth Circuit, the BPA susged such benefits in May 2007.
April 2008, benefits were temporarily restored unaie Interim Relief agreement with the BPA. Theureption of customer credits, as
approved by the OPUC, resulted in an average pebection of approximately 6.3% for residential anaall farm customers, effective
April 15, 2008.
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Wholesale revenuescreased $4 million, or 3%, for the nine monthdexhSeptember 30, 2008 compared to the nine menthed
September 30, 2007 due to the net effect of tHeviihg:

o A $39 million increase resulting from a 34% increds average price, caused by both higher nataspgices and lower
hydro availability; partially offset b
o A $35 million decrease resulting from a 23% redurcin wholesale energy sales volume.

Other operating revenuescreased $16 million, or 84%, due to sales of &iefrom the Company’s Beaver generating plar2®8, which
resulted in a gain of $11 million.

Purchased power and fuekxpense for the nine months ended September 38,i@6@ased $32 million, or 5%, from the compargigdsod
of 2007. Information about PG&total system load and retail load requirementtierperiods presented is as follows (in thousafdawWhs):

Nine Months Ended September 3C

2008 2007
Generatior 8,38¢ 7,17¢
Term purchase 6,79( 8,70¢
Spot purchase 1,191 1,01¢
Total system loas 16,361 16,89¢
Less: wholesale sal (2,429 (3,167
Retail load requiremet 13,93¢ 13,73¢

The average variable power cost of the above $y&tem loads was $39.79 and $37.39 per MWh initserfine months of 2008 and 2007,
respectively, an increase of 6%. Averages exclhdeffect of amounts related to regulatory powet deferrals and wholesale credit
provisions.

The increase in Purchased power and fuel expenselueto the net effect of the following factors:

* A $99 million increase in the cost of thermal protien, due primarily to a 39% increase in the agereost of natural gas and a
41% increase in g-fired generation with the completion of Port Wegtdvien June 2007

® A $20 million increase related to the deferral xée&ss Boardman power costs in the first quart@06f7, which were incurred in
late 2005 and early 200

* A $5 million increase due to a reduction in the @amy’s wholesale credit reserve in the first quasfe2007, primarily as a result
of a settlement with certain California partiesatwing transactions in 20-2001;

* A $46 million decrease in the cost of purchasedgrodue primarily to an 18% decrease in purchasésted to increases in
thermal and wind generation resulting from the &ddiof Port Westward and Biglow Canyon Phasethe®oCompanys generatio
portfolio;

* A $37 million decrease related to settled natussl swap agreements entered into in conjunction®@E's management of its r
power costs, due to increased natural gas prioek

* A $14 million decrease in the estimated amountnasx for potential future refund to customers uritlerPCAM.
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Sources of EnergyTFhe following table indicates that portion of PGES$al load requirement met with each listed sodiocghe periods
presented:

Nine Months Ended September 3C

2008 2007
Generation
Thermal 41% 35%
Hydro 9 8
wind 2 -
Total generatiol 52% 43%
Purchased powe
Term purchase 26% 35%
Spot purchase 7 6
Mid-Columbia hydro project 15 16
Total purchase 48% 57%
Total load requiremer 100(% 100(%

Generation at PGE thermal plants increased by M@fei first nine months of 2008 compared to th& filne months of 2007, due primarily
to the addition of Port Westward in June 2007. Wjederation from Biglow Canyon Phase | comprisedod¥he Companyg total generatio
in the first nine months of 2008. These new geimgaesources have resulted in reduced reliang@orer purchases in the wholesale ma

Energy from hydro resources in the first nine merdh2008 decreased 4% from the comparable pefi@d@@/. A 6% increase in Company-
owned hydro production, resulting from higher stneffows, was more than offset by a 10% reductioariergy received under long-term
purchase power agreements from hydro facilitiethermid-Columbia River.

Production and distribution expense increased $16 million, or 15%, for the nimaiths ended September 30, 2008 compared torike ni
months ended September 30, 2007. The increase iprduarily to the following:

* A $7 million increase in operating costs at the @any’s generating facilities, including Port Westdjavhich was completed in
June 2007, and Biglow Canyon Phase |, which wasteted in December 200

* A $4 million increase in distribution labor, conttar and tree trimming costs; a

* A $3 million increase resulting from increased iepand maintenance expenses incurred on the B@ar@md Beaver plants in
connection with scheduled maintenance activi

Administrative and other expense increased $6 million, or 4%, for the niroaths ended September 30, 2008 compared to thermanéhs
ended September 30, 2007, primarily due to an &serén legal settlement expense, higher employeefibexpenses and an increase in the
provision for uncollectible accounts.
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Depreciation and amortizationexpense increased $20 million, or 15%, for the mmaiths ended September 30, 2008 compared torike ni
months ended September 30, 2007. The increasiriandy due to the following:

* A $14 million increase related to capital plantiéidds, primarily Port Westward and Biglow CanyomaBe |, which were placed
in service in June 2007 and December 2007, resedctiand

* A $4 million increase related to accelerated deptiem of existing meters that are being replacepart of the Company’s smart
meter project

Taxes other than income taxemcreased $3 million, or 5%, for the nine monthdezhSeptember 30, 2008 compared to the nine months
ended September 30, 2007. The increase is duerndyinmahigher property taxes and city franchisedeesulting from increases in assessed
values and retail revenues, respectively.

Other incomedecreased $22 million, or 96%, for the nine momihded September 30, 2008 compared to the nine mentled
September 30, 2007. The decrease is primarily atiget following:

* A $15 million decrease in income from non-qualifteehefit plan trust assets resulting from the re@amn of a $9 million decline
in the fair market value of the plan assets dutitrggnine months ended September 30, 2008, compaeefié million increase in
the fair market value in the comparable period@F72,

* A $6 million decrease in the allowance for equitnds used during construction, which resulted flower construction work in
progress balances during the first nine month€06B2lue to the completion of both Port Westward Bigdbw Canyon Phase | in
2007; anc

» Adecrease in interest income on regulatory as

Interest expensdncreased $13 million, or 24%, for the nine morghded September 30, 2008 compared to the nine mented
September 30, 2007. The increase is due primarityttigher average outstanding balance of long-theint resulting from the issuance of
First Mortgage Bonds during the last seven montt2067, partially offset by a lower average outdiag balance of commercial paper.
During the first nine months of 2008, the averagestanding balance of short- and long-term debt$d3329 million, compared to $1,161
million for the first nine months of 2007, whichstdted in an increase to interest expense of appairly $10 million. Additionally, the
credit to interest expense for AFDC decreased $omas a result of lower construction work in gress balances during the first nine
months of 2008 compared to the first nine month2087.

Income tax expensa&lecreased $35 million for the nine months endedeBaper 30, 2008, with an effective tax rate of 2@%mpared to the
nine months ended September 30, 2007, with anteffetax rate of 34%. These decreases are primidu@yesult of lower taxable income &
an increase of $5 million in federal energy taxdidsegenerated from the operation of Biglow Canfrase | in 2008.
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Liquidity and Capital Resources

Capital Requirements

The following table presents PGE’s projected capiaah requirements, excluding AFDC, for the yéadscated (in millions):

200¢  200¢ 2010 2011 2012
Capital expenditure $22z  $24C $225-$24¢ $24(-$26( $25(-$27(
Biglow Canyon Phase 75 234 - - -
Biglow Canyon Phase | 23 18C 18t - -
Hydro licensing and construction 59 25 | $40- $6( |
Smart meter projec 19 79 31 - -
Boardman emissions contrés 3 2 | $295- $33¢ |
Total capital expenditure $401  $76C
Long-term debt maturities $ - $14220 % 186 $ - 3% 10C

(1) Represents 80% of estimated total costs, whichnassuhe Purchaser does not exercise certain pginssiant to existing agreements. ‘Air Quality Standard:below.

(2) For further information, se*Credit Facility and Del” in Note 2, Balance Sheet Components, in the Not€onhdensed Consolidated Financial Statem:

Capital Expenditures Consists of upgrades to and replacement of trasssom, distribution and generation infrastructas well as new
customer connections.

Biglow Canyor- In 2008, PGE entered into various agreementthiconstruction of Phases Il and Il of the proj@te estimated total cost
of Phases Il and Il is $730 million to $770 mitigincluding AFDC of approximately $40 million, wiPhases Il and IIl expected to be
completed by the end of 2009 and 2010, respectively

Hydro licensing and constructic- As required under the 50-year license that thREkssued to PGE in 2004 for its Pelton/Round Butte
project on the Deschutes River, PGE began congiruof a selective water withdrawal system in 887 in an effort to restore fish passage
on the upper portion of the river. The system wadlllect juvenile salmon and steelhead, allowingrthe bypass the dam when migrating to
the Pacific Ocean, and will regulate downstreamrewstmperature. The system is expected to be comapile 2009. Amounts presented in
table above represent PGE's portion of the estidhatial cost to complete the project, as well &gotelicensing costs.

The Company filed an application with the FERC @92 to relicense the Clackamas River hydroelepnigects. A settlement agreement,
resolving most of the issues raised in the relicgnproceeding and providing for a 45-year licetesen, was signed by the thirty-three
participating parties in March 2006 and was suleditb the FERC for review and approval. In JuneB2@GE filed an application with the
DEQ proposing final resolution to the remaining éovClackamas River temperature issues. Pendingrisswf the new license, the project
will operate under annual licenses issued by thHeEHt is expected that the DEQ will complete itster quality certification process in 2009
and the FERC will issue a new license for the Clats River projects in 2010.
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In October 2002, PGE entered into an agreementsidtie and federal agencies, conservation grongspthers regarding removal of the
Company’s 22 MW Bull Run hydroelectric project lted in the Sandy River basin. During the secondtquaf 2008, the project ceased
generation, as planned. The project is currentigdodecommissioned and project facilities are begrgoved consistent with the May 2004
FERC Surrender Order.

Smart meter projectPGE plans to install approximately 850,000 newtamner meters that will enable two-way remote comications with
the Company. In May 2008, the OPUC approved PGlaatsmeter project. Approximately 16,000 new metgesbeing installed as part of
the project’s acceptance testing phase, with thmir@ng meters to be installed starting in 2009tigh 2010. PGE expects the smart meter
project to provide improved services, operatiofffitiencies, and a reduction in future operatinpenses.

Air Quality Standard- The Boardman and Beaver generating plants ajectub EPA’s Regional Haze Regulations, which meyuire
installation of retrofit controls to achieve vidiby improvement in several federally protectedaee

In November 2007, the Company submitted a Bestlalk Retrofit Technology (BART) Determination teetDEQ for Boardman that stat
the BART for Boardman is a combination of New Lo Burners, Modified Over Fire Air System, SeleetNon-Catalytic Reduction
(SNCR), and Semi-dry Flue Gas Desulphurization. P@g&also proposed to meet requirements of theo@rdtjlity Mercury Rule through a
Mercury Sorbent Injection System to be installedanjunction with BART controls. The total cost these controls is estimated to be in the
range of $360 million to $470 million (100% of tbtasts, excluding AFDC, in nominal dollars). PG&mo commitments in place at this
time, and cautions that the cost estimates arenprelry and subject to change.

In the third quarter of 2008, the DEQ issued aimiielary proposal that would require the installataf controls at the Boardman plant in
three phases. The first phase would require irgtall of controls for oxides of nitrogen (NOXx) agjuired under the Clean Air Act with
estimated completion in 2011. The second phasedaamdress mercury and sulfur dioxide removal uaisgmi dry scrubber and bag house,
with estimated completion 2014. The DEQ proposasttiese first two phases would meet federal requents for installing BART. The thi
phase would require the installation of Selectiatalytic Reduction (SCR) for additional NOx contwith estimated completion in 2017. T
DEQ proposes that the third phase would meet reds®progress requirements towards haze emissiliction goals. PGE estimates that
the DEQ proposal would cost between $507 milliod $686 million (100% of total costs, excluding AFD@ nominal dollars). The DEQ
proposal is open for comment and public input. Afdrule is expected to be issued in December 2008.0regon Environmental Quality
Commission is expected to adopt a rule in April2@&er appropriate public process has been coetpldthe rule will be submitted to EPA
for approval as part of the Oregon Regional Haa¢eSmplementation Plan (SIP). The company exdeets to issue a decision on the SIP in
early 2010.

PGE continues to believe that the retrofit contprtsposed in its November 2007 BART filing will afleately address emission concerns at
Boardman. As the regulatory requirements are aariby the relevant agencies and the related costs closely estimated, the Company
further evaluate the economic prudence of theserekfures. In doing so, the Company will also cdesadditional costs such as taxes,
emission fees and other costs that may be impasger @any future laws related to climate changevelsas the Company’s ability to recover
these costs through the ratemaking process. Sutiticmél costs, as well as any requirement to IhSIaR controls, could require an
investment in excess of what the plant can econaliyisupport. The ultimate impact that the abowgutatory requirements and emission
controls will have on future operations, costsgenerating capacity of the Company’s thermal geimgy@lants is not yet determinable and
will be evaluated through the IRP process.
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In 1985, PGE entered into a sale transaction irchvhisold an undivided 15% interest in Boardmad ari0.714% undivided interest in the
Pacific Northwest Intertie (Intertie) transmissiore (jointly, the Boardman Assets) to a third pdihancial institution (Purchaser). The
Purchaser leased the Boardman Assets to a lesssse@) unrelated to PGE or the Purchaser. Theofettm lease ends on December 31,
2013. Concurrently with the sale, PGE assignetied_tssee certain agreements for the sale of pametransmission services from
Boardman and the Intertie (P&T Agreements) to allagd electric utility (Utility) unrelated to PGEye Purchaser, or the Lessee. The
payments by the Utility under the P&T Agreementaagally cover the payment obligations of the Leasager the lease, but do not cover all
capital expenditures and are not expected to coweaterial portion of the costs relating to thetoaa for the Boardman generating plant.
Purchaser has certain rights to participate irfittencing of the portion of the total cost attriblke to its interest. As a result of these
agreements, PGE's share of the total cost forithiesson controls on the Boardman generating plaekpected to be 80% if the Purchaser
does not exercise its rights under the agreemeritsance the portion of the total cost attribuéatd its interest. At the expiration of the lease,
and in certain other circumstances, PGE has aoroftirepurchase the Boardman Assets.

In April 2008, PGE submitted an application for adification of its Beaver generating plant opergrermit, pursuant to the BART process.
The proposed permit modifications would restriet tise of oil to fuel the Beaver generating planethuce emissions below the BART
threshold. The operational restrictions would mepact the plant’s capacity to burn natural gas.

Emergency Economic Stabilization Act of 2008

In response to the recent turmoil in the capitatkets, the Emergency Economic Stabilization Ac2@d8 (EESA) was enacted on October 1,
2008. In addition to a $700 billion financial resgoackage, the EESA includes several other prawssid interest to PGE and its customers.
These include, but are not limited to: the extemsibthe renewables production tax credit; extemsiod expansion of solar investment tax
credit and energy efficiency incentives; acceletatepreciation for smart meters; a new plug-in elehtredit; and extension of research and
development tax credits. PGE is in the proces®tdrdhining the impact that the EESA will have andperations.

Liquidity

PGE’s access to short-term debt markets, includinglving credit from banks, provides necessanyitidy to support the Company’s current
operating activities, including the purchase ot#leity and fuel for the generation of electricityong-term capital requirements are driven
largely by capital expenditures for distributiomrismission, and generation facilities to suppothmew and existing customers, as well as
debt refinancing activities. PGE&liquidity and capital requirements can also lgaificantly affected by other working capital negtheluding

margin deposits related to wholesale market amsjitvhich can vary depending upon the Compaifyrward positions and the corresponc
price curves.

PGE has an unsecured $400 million revolving crieditity with a group of banks that supplementsragtiag cash flow and provides a
primary source of liquidity. The Credit Facility &vailable to the Company for borrowings for geheoaporate purposes and the issuance of
standby letters of credit, as well as for suppgrtime Company’s commercial paper program, undechviiimay issue commercial paper for
terms of up to 270 days. The commercial paper progequires the Company to maintain unused revpletadit capacity at least equal to
the amount of commercial paper issued. In June ,ZBGE extended the maturity on $390 million of filality to July 2013, with the
remaining $10 million maturing in July 2012.
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On September 15, 2008, Lehman’s parent companynaelBrothers Holdings, Inc., filed for protectiomder Chapter 11 of the U.S.
Bankruptcy Code. At that time, Lehman representgldillion, or approximately 14%, of the Credit Hiag. In October 2008, $25 million ¢
Lehman’s $55 million share of the Credit Facilitasweassigned to Sumitomo. The Company is in dismos with another financial
institution for reassignment of the remaining $30iom of Lehman’s share.

In October 2008, Wells Fargo announced the propasqdisition of Wachovia. Wells Fargo and Wach@aah participate in the Credit
Facility, with Wells Fargo representing $55 milliar 14%, and Wachovia representing $70 millionl 8%, of the Credit Facility. It is not
expected that the proposed merger of Wells Fargd/achovia will have an impact on the Company’ditgltio access funds available to it
pursuant to the Credit Facility. The proposed meigiexpected to close during the fourth quarte2@d8.

As of September 30, 2008, PGE had $27 million ehewrcial paper outstanding and borrowings of $lllianiunder the Credit Facility, the
total of which is classified as Shagrm borrowings on the condensed consolidated balaheet. The Company also had issued $37 miti
letters of credit, with $270 million of remainingisowing capacity available. As of October 24, 20B&E had $179 million borrowing
capacity under its Credit Facility.

As of September 30, 2008, the Company has finansggts of $31 million and financial liabilities$83 million included in the Level 3
category pursuant to SFAS 157. See Note 3, Finaimgauments, in the Notes to Condensed Cons@dikinancial Statements. These
financial instruments are recorded at fair valué aray consist of forward, swap and option contrémt®lectricity and natural gas and futu
contracts for natural gas. Fair value of all fordyaawap and futures contracts is calculated usitegnally developed forward price curves
based on observed daily market activity and comakti These forward curves are compared to non+igngliotes received from various
brokers and validated against actual transactirasuted just prior to and after the balance shatt fbr contracts that deliver within 24
months. Forward pricing for contracts that delisebsequent to 24 months from the balance sheetsdade currently validated, and those
contracts receive the Level 3 categorization. Gwamtihiness and counterparty exposure is contiguatinitored and any adjustments deel
necessary are made to fair value measurementsaat@-AS 157 levels. For option contracts, failue is calculated using standard
financial models that utilize interest rate anderturves, time to expiration, and internally depeld price volatility and correlation curves.
Any change in the assumptions used to determinedaie of these financial instruments, includingrket conditions which can vary
significantly depending on the weather and the eogn would not have an impact on the financial ¢ or results of operations of the
Company as changes in the fair value of these fiahimstruments are fully offset by the effectgefulatory accounting pursuant to SFAS
71.
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PGE'’s cash flows were as follows (in millions):

Nine Months Ended September 3C

2008 2007

Cash and cash equivalents at Janue $ 73 $ 12
Net cash provided by (used il

Operating activitie: 222 291

Investing activities (277) (35))

Financing activitie: (13 10¢€
Net change in cash and cash equival (68 48
Cash and cash equivalents at Septemb $ 5 $ 60

Net cash provided by operating activitieslecreased $69 million in the first nine months @& compared to the first nine months of 2007.
This decrease is primarily due to the net effedheffollowing factors:

* A $127 million decrease related to higher margipadit requirements with certain wholesale custoraadsbrokers, driven
primarily by power and natural gas price decreaaesliscussed belo

* A $28 million decrease resulting from a 2007 casttlement from the California Power Exchange, egldb wholesale energy

transactions in 20(-2001;

A $12 million decrease as the result of higherregepayments in 200

A $7 million decrease resulting from higher paynseior power and fuel purchast

A $63 million increase in cash received from resailes of electricity

A $24 million increase related to the Residentiatitange Program; ar

A $22 million increase resulting from reduced in@tax payments in 200

During the nine months ended September 30, 2008, &t assets from price risk management actividiecreased $139 million. These
derivative instruments are recorded at their egéoh&air value (“mark-to-market”), as discussedNimte 3, Financial Instruments, in the Notes
to the Condensed Consolidated Financial StatemPating the first nine months of 2008, the commieditmarket experienced significant
volatility which resulted in, among other thinggcdeased market prices for purchased power andahgts in the third quarter. Pursuant to
regulatory accounting under SFAS 71, the mark-toketzof PGE'’s derivative instruments is deferred,accordingly, the Company’s net
regulatory liability related to price risk managerhdecreased $139 million, with no impact to theteshent of operations.

A significant portion of cash provided by operasaonsists of depreciation and amortization oftakeatility plant, which is recovered in
prices with no current direct cash outlay as irespnts the recovery of prior investments. PGHEnegés recovery of such charges to
approximate $208 million in 2008. Combined withatter sources, cash provided by operations imagtd to approximate $370 million in
2008.
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Net cash used in investing activitiedecreased $74 million in the first nine months @& compared to the first nine months of 2007. This
decrease is primarily due to the net effect offttlewing factors:

An $82 million decrease in expenditures for thel@iygCanyon project

A $28 million increase in expenditures for the 8elRound Butte selective water withdrawal syst
A $27 million decrease in construction costs fortRdestward, which was completed in June 2007;
Insurance proceeds of $3 million received in 20818ted to storm damage to substations in 2

See “Capital Requirements” section above for furthiormation.

Net cash flows used in financing activitiegicreased $121 million in the first nine month2008 compared to the first nine months of 2007.
Financing activities provide supplemental cashbioth day-to-day operations and capital requiremastseeded. PGE relies on cash from
operations, the issuance of commercial paper, dmgs under its revolving credit facility, and lotgrm financing activities to support such
requirements. During the first nine months of 208&, cash used in financing activities consistethefrepayment of long-term debt of $56
million and the payment of dividends of $45 milligrartially offset by $38 million of net short-terebt borrowings. PGE also issued $50
million of long-term debt in the first nine montb62008. During the same period of 2007, net cash from financing activities consisted
primarily of the issuance of long-term debt of $30ilion, partially offset by the net repayment®81 million of short-term debt, the
repayment of long-term debt of $71 million, and fayment of $43 million in dividends.

Dividends on Common Stock

While the Company expects to pay regular quariitidends on its common stock, the declarationnyf @ividends is at the discretion of the
Companys Board of Directors. The amount of any dividendlaetion will depend upon factors that the Boar®imectors deem relevant a
may include, but are not limited to, PGE’s resoftgperations and financial condition, future capéxpenditures and investments, and
applicable regulatory and contractual restrictions.

Common stock dividends declared during 2008 cousitte following:

Dividends Declarec

Declaration Date Record Date Payment Date per Share
February 20, 200 March 25, 200¢ April 15, 2008 $ 0.23¢
May 7, 200€ June 25, 200 July 15, 200¢ 0.24¢
August 6, 200¢ September 25, 20( October 15, 200 0.24¢
October 29, 200 December 26, 20C January 15, 200 0.24¢

Debt and Equity Financings

PGE'’s ability to secure sufficient long-term capftaancing between now and 2010 at a reasonalstisaletermined by its financial
performance and outlook, capital expenditure renménts, alternatives available to investors, aadctimdition of the capital markets. The
Company’s ability to obtain and renew such finagdiepends on its credit ratings as well as itsscte capital markets, both generally and
for electric utilities in particular. Despite thecent turmoil in the capital markets, managemelig\zs that the availability of funds under the
Credit Facility, as well as the expected abilityrtorease short-term credit capacity and to issng-term debt and equity securities, would
provide sufficient liquidity to meet the Compangsticipated capital and operating requirements.ddament believes that PGE continues to
have access to these markets, although the cbstawing for all companies,
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including PGE, has increased due to the recentgmabin the capital markets. The Company anticipasuing a total of approximately $230
million of equity and $300 million of new long-terdebt in late 2008 or in 2009, subject to markeiditions and availability of capital.
Furthermore, the Company expects to remarket $liipmof tax-exempt bonds, which have a mandatender date of May 1, 2009.

PGE's financial objectives include the balancinglebt and equity to maintain a low weighted aver@mgt of capital while retaining
sufficient flexibility to meet the Company’s finaatobligations. The Company attempts to maintago@mon equity ratio (common equity
to total consolidated capitalization, including runt debt maturities) of approximately 50%. Achienemt of this objective while sustaining
sufficient cash flow is necessary to maintain ataigle credit ratings and allow access to long-teapital at attractive interest rates. PGE's
common equity ratios were 50.2% and 50.0% as ofeBgper 30, 2008 and December 31, 2007, respectively

For further information regarding PGE’s Credit Hiigiand debt financing activities, see “Credit Hiaz and Debt” in Note 2, Balance Sheet
Components, in the Notes to Condensed Consolidatethcial Statements.

Credit Ratings and Debt Covenants

PGE’s secured and unsecured debt is rated invesgremte by Moody’s Investors Service (Moody’s) &tendard and Poor’'s (S&P). PGE’s
current credit ratings and outlook are as follows:

Moody’s S&P
First Mortgage Bond Baal A
Senior unsecured de Baa2 BBB
Commercial pape Prime-2  A-2
Outlook Stable Stable

Should Moody’s and/or S&P reduce their credit uim PGE'’s unsecured debt to below investment gtageCompany could be subject to
requests by certain of its wholesale counterpattiggovide additional performance assurance @#tOn September 30, 2008, PGE had
provided approximately $167 million of collateragnsisting of $144 million in cash and $23 millionletters of credit, none of which is
affiliated with master netting agreements. BasethenCompany’s energy portfolio, estimates of aurenergy market prices, and the current
level of collateral outstanding, as of September2808, the approximate amount of additional cetiatthat could be requested upon a single
agency downgrade to below investment grade is appetely $75 million and decreases to approxima#d9 million by December 31, 20(
The approximate amount of additional collaterat ttwuld be requested upon a dual agency downgoableldow investment grade is
approximately $122 million and decreases to appnaiely $70 million by December 31, 2008.

PGE'’s financing arrangements do not contain ratinggéts that would result in the acceleration of negliinterest and principal payment:
the event of a ratings downgrade.

The issuance of additional First Mortgage Bondslireg that PGE meet earnings coverage and sequawysions set forth in the Company’s
Amended and Restated Articles of Incorporation twedndenture of Mortgage and Deed of Trust segutie bonds. PGE estimates that on
September 30, 2008 it could issue up to approxim&@10 million of additional First Mortgage Bondader the most restrictive issuance test
in the Indenture of Mortgage and Deed of Trust. Asspiances would be subject to market conditionlsaamounts may be further limited by
regulatory authorizations or by covenants and st$ained in other financing agreements. PGE ladscathe ability to release property from
the lien of the Indenture of Mortgage and Deed rfsT on the basis of property additions, bond t¢sedind/or deposits of cash.
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PGE’s Credit Facility contains customary covenamis credit provisions, including a requirement thmits consolidated indebtedness, as
defined in the facility, to 65% of total capitalticn. As of September 30, 2008, the Company’s clidfested indebtedness to total
capitalization ratio, as calculated under the fggilvas 49.8%.

Off Balance Sheet Arrangements

PGE has no off-balance sheet arrangements thaf baaee reasonably likely to have, a material entror future effect on its consolidated
financial condition, revenues or expenses, resifiloperations, liquidity, capital expenditures apttal resources.

Contractual Obligations

PGE'’s contractual obligations for 2008 and beyomdiacluded in the Company’s Annual Report on FAO¥K for the year ended
December 31, 2007, filed with the SEC on Februdry2®08. Obligations for 2008 and beyond have hahged materially except as
presented below. As of September 30, 2008, PGHEhieaf®llowing additional purchase commitments (iflions):

Payments Due

There-
2008 * 200¢ 201C 2011 201z after Total
Purchase obligatior $ - $3BC $17C $ 6 $ 3 $ - $52¢
Electricity purchase 36 11C 4 - - - 15C
Natural gas agreemer 21 21 19 16 - - 77
Coal and transportation agreeme - 18 13 10 - - 41
$ 57 $49¢ $20€ $32 $ 3 % - $797

* Represents the period from October 1, 2008 thihdbgcember 31, 2008.
Item 3. Quantitative and Qualitative Disclosures Alout Market Risk.

The Company is subject to various market risks tviriclude commodity price risk, credit risk, foreigurrency exchange rate risk, and
interest rate risk. There have been no materiaigbsto market risks affecting the Company sehfortPart Il, Iltem 7A of the Company’s
Annual Report on Form 10-K for the year ended Ddzam31, 2007, filed with the SEC on February 208 &xcept as presented below.

Due to the recent activity in the credit markeiSHFhas assessed the exposure and creditworthihtteswholesale counterparties associated
with major financial institutions. At September 2008, no material changes or allowances were redjdiue to estimated performance ris
credit risk of the parties to each contract. Howegwa September 15, 2008, Lehman Brothers Holdings(LBHI), along with certain
subsidiaries, filed a petition to initiate bankmypproceedings under Chapter 11 of the U.S. Barn&yupode. The Company had a minor net
wholesale commodity position with a wholly-ownedsidiary of LBHI; the outcome of which will not haxa material adverse impact on the
financial condition or the results of operationsficture reporting periods.
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The following table presents the credit risk in@ddn accounts receivable and price risk manageas=®ts, offset by related accounts
payable and price risk management liabilities. ASeptember 30, 2008, PGE's credit risk exposuredonmodity activities and their
subsequent maturity is as follows (dollars in roill):

Credit Maturity of Credit Risk Exposure
Risk As % of There-
Before Credit
Collateral Total Collateral 2008* 200¢ 201C 2011 201Z after
Externally rated
Investment grad $ 80 10(% $ 46 $ 11 $10 $16 $15 $15 $ 13
Non-investment grad - - 1 - - - - - -

Internally rated
Investment grad - - = 2 2 - - - ]

Total $ 80 100% $ 47 $ 11 $10 $16 $15 $15 $ 13
* Represents the period from October 1, 2008 thihdbgcember 31, 2008.

As of September 30, 2008, there was no postedterdlssubject to be returned to a counterpartyithaffiliated with master netting
arrangements. Posted collateral may be in the @droash or letters of credit and may representame@nt.

ltem 4. Controls and Procedures.

PGE’s management, under the supervision and watlpdticipation of its Chief Executive Officer a@thief Financial Officer, has evaluated
the effectiveness of the Company’s disclosure odsfind procedures as required by Exchange Act RRdel5(b) as of the end of the period
covered by this report. Based on that evaluati@EB Chief Executive Officer and Chief Financialfioér have concluded that, as of
September 30, 2008, these disclosure controls aoagures were effective at the reasonable assutawel to ensure that information
required to be disclosed by PGE in reports thatthmpany files or submits under the Exchange Antdésrded, processed, summarized and
reported within the time periods specified in SEf@$ and forms.

There have been no changes in the Company’s intesnérol over financial reporting that occurredidg the period covered by this
quarterly report that have materially affectedam reasonably likely to materially affect, itsamtal control over financial reporting.
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PART Il — OTHER INFORMATION
Item 1. Legal Proceedings.

For further information regarding legal proceedirgge PGE'’s Legal Proceedings set forth in Pdter; 3 of the Company’s Annual Report
on Form 10-K for the year ended December 31, 2fil@d, with the SEC on February 27, 2008 and subsegjQuarterly Reports on Form 10-
Q.

Citizens' Utility Board of Oregon v. Public Utility Commission of Oregon and Utility Reform Project and ColleenO’ Neill v. Public
Utility Commission of Oregon, Public Utility Commission of Oregon Docket Nos. BR10, UE 88, and UM 989, Marion County Oregon
Circuit Court, Case No. 94C-10417, the Court of Appals of the State of Oregon, the Oregon Supreme QbuCase No. SC S45653.

On September 30, 2008, the OPUC issued an orderettpaires PGE to refund $33.1 million to custom@tee refund relates to the
unamortized Trojan balance on September 30, 2@00isaussed below.

In the order, the OPUC also made the followingifigd:

The OPUC has authority to order a utility to issefinds under certain limited circumstances;
® PGFE's rates that were in effect for the period Aprill295 through September 30, 2000 were just andnedte.

The OPUC examined the rates in effect for the plefipril 1, 1995 through September 30, 2000 andrdeteed what rates during this period
would have been if, in 1995, the OPUC had integat¢he law to prohibit a return on the Trojan inwent. The OPUC removed the
previously allowed return on the Compasifrojan investment during the period, reduced#eevery period from 17 to 10 years, and rev
certain other assumptions, all of which reducedéteverable balance as of September 30, 2000$488.5 million to $165.1 million. The
OPUC ruled that the difference of $15.4 millionypinterest at 9.6% from September 30, 2000, shmeileéfunded to customers who recei
service from PGE during the period October 1, 2@08eptember 30, 2001. The $15.4 million amounis plccrued interest results in a total
refund of $33.1 million as of September 30, 2008 ®rder also provides that the total refund amuaiilhearn interest at 9.6% from
October 1, 2008 until all refunds are issued tdamsrs. The Company expects the refunds to custotaarccur by mid-2009.

On October 22, 2008, the URP and the class actantiffs in the Dreyer case (see below) separaaplyealed this order to the Oregon Court
of Appeals. PGE is continuing to review and evauhe order along with the subsequent appeals.

Dreyer, Gearhart and Kafoury Bros., LLC v. Portland General Electric Company, Marion County Circuit Court, Case No. 03C
10639; and Morgan v. Portland General Electric Compny , Marion County Circuit Court, Case No. 03C 10640.

At a status conference on October 15, 2008, theu€i€Court set a schedule for the filing of briefs the plaintiffs’ motion to lift the
abatement. The schedule calls for the completidoriefing by November 25, 2008 and oral argumendamuary 12, 2009.
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Sierra Club et al. v. Portland General Electric Conpany , U.S. District Court for the District of Oregon, Case No. CV 08-1136-HA.

On January 15, 2008, plaintiffs sent PGE a sixty-ulatice of intent to sue for alleged violationstloé federal Clean Air Act (CAA), Orega’
State Implementation Plan (SIP) at PGE’s Boardmaal €lant, and the Plant’s CAA Title V permit. Oaggember 30, 2008, the plaintiffs
sued PGE for these and additional alleged violatmfnvarious environmental related regulations.

The plaintiffs are seeking injunctive relief thatiudes permanently enjoining PGE from operatirigBbardman Coal Plant except in
accordance with the CAA, Oregon’s SIP, and thetPdritle V Permit. In addition, plaintiffs are seegicivil penalties against PGE includ
$27,500 per day per alleged violation for violatatcurring before March 15, 2004 and $32,500 pgrer alleged violation occurring
thereafter. The total amount of monetary penatiied damages asserted in the complaint cannot bendaed with certainty. However, based
solely on the complaint, the Company estimatesttreamount is approximately $60 million. The Comphelieves that it has strong
defenses to the plaintiffs’ claims and intendsigorously defend against this lawsuit.

ltem 1A. Risk Factors.

The following risk factors supplement PGE's risktfa's set forth in Part |, Item 1A of the Compankisnual Report on Form 10-K for the
year ended December 31, 2007, filed with the SEEebruary 27

The current capital and credit market conditions may adversely affect the Company’s access to capitahd cost of capital.

Access to capital markets is important to PGE'§itghib operate and the Company expects to isstie thebt and equity in late 2008 or in
2009 in order to fund capital projects. In OctoPe08, the general economic and capital market ¢iondiin the United States and other parts
of the world have deteriorated significantly andéadversely affected access to capital and inecetie cost of capital. If these conditions
continue or become worse, the Company’s future afodebt and equity capital and the Company’s fitaccess to capital markets could be
adversely affected.

The current economic downturn may impair the finandal soundness of vendors, service providers and dosers, which could
adversely affect the Company’s business operations.

As a result of the current economic downturn, iBses in energy costs and macro-economic challengemtly affecting the economy of the
United States and other parts of the world, the @amyg’s vendors and service providers may experiesageus cash flow problems and, as a
result, may be unable to perform under existingramts or may significantly increase their pricesemuce their output or performance on
future contracts.

Furthermore, if customers are not successful iregaimg sufficient revenue or are precluded frogusag financing, they may not be able to
pay, or may delay payment of, accounts receivdlaeadre owed to the Company. Any inability of catrend/or future customers to pay the
Company for its products may adversely affect tbenffany’s earnings and cash flow.
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ltem 6. Exhibits.

3.1 Amended and Restated Articles of Incorporation@tlBnd General Electric Company (incorporateddfemence to Exhibit 3.1 to the
Compan’s Current Report on Forn-K filed on April 3, 2006)

3.z Fifth Amended and Restated Bylaws of Portland Gariglectric Company (incorporated by referencexbibit 3.1 to the Company’s
Current Report on Formr-K filed on August 8, 2007

31.1 Certification of Chief Executive Office
31.2 Certification of Chief Financial Office

32 Certifications of Chief Executive Officer and Chighancial Officer

Certain instruments defining the rights of holdefrether long-term debt of the Company are omiftecsuant to Item 601(b)(4)(iii)(A) of
Regulation S-K because the total amount of seesrauthorized under each such omitted instrumesd dot exceed 10% of the total

consolidated assets of the Company and its subgslidhe Company hereby agrees to furnish a copypysuch instrument to the SEC ug
request.
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SIGNATURE

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned thereunto duly authorized.

PORTLAND GENERAL ELECTRIC COMPANY
(Registrant’

Date: October 30, 2008 By: /s/ James J. Piro

James J. Pir

Executive Vice President, Finant

Chief Financial Officer and Treasurt

(duly authorized officer and principal financiafioér)
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Exhibit 31.1
CERTIFICATION

I, Peggy Y. Fowler, certify that:

1.
2.

| have reviewed this Quarterly Report on Forr-Q of Portland General Electric Compa

Based on my knowledge, this report does notatorny untrue statement of a material fact or emnittate a material fact
necessary to make the statements made, in ligheafircumstance under which such statements wademot misleading with
respect to the period covered by this reg

Based on my knowledge, the financial statememts,other financial information included in théport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the period presented in

this report;

The registran$ other certifying officer and | are responsibledstablishing and maintaining disclosure contamid procedures (
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act
Rules 13-15(f) and 15-15(f) for the registrant and hav

€)) Designed such disclosure controls and procsdarecaused such disclosure controls and procedotee designed under
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifige prepared

(b) Designed such internal control over financ@darting, or caused such internal control overrfaial reporting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

(c) Evaluated the effectiveness of the registsadisclosure controls and procedures and preséntbd report our conclusio
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; ar

(d) Disclosed in this report any change in thegtgnt’s internal control over financial reportititat occurred during the
registrant’s most recent fiscal quarter (the regits fourth fiscal quarter in the case of an annyabrrg that has materiall
affected, or is reasonably likely to materiallyeaft, the registra’s internal control over financial reporting; &

The registrant’s other certifying officer antddve disclosed, based on our most recent evaluatimernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the
equivalent functions)

(@  Allsignificant deficiencies and material weakgses in the design or operation of internal cbotrer financial reporting
which are reasonably likely to adversely affectrigistrant’s ability to record, process, summasiad report financial
information; anc

(b)  Any fraud, whether or not material, that invedvmanagement or other employees who have a sigmifiole in the
registran’'s internal control over financial reportir

Date: October 30, 2008 By: /s/ Peggy Y. Fowler

Peggy Y. Fowle
Chief Executive Officer and Preside



Exhibit 31.2
CERTIFICATION

I, James J. Piro, certify that:

1.
2.

| have reviewed this Quarterly Report on Forr-Q of Portland General Electric Compa

Based on my knowledge, this report does notatorny untrue statement of a material fact or emnittate a material fact
necessary to make the statements made, in ligheafircumstance under which such statements wademot misleading with
respect to the period covered by this reg

Based on my knowledge, the financial statememts,other financial information included in théport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the period presented in

this report;

The registran$ other certifying officer and | are responsibledstablishing and maintaining disclosure contamid procedures (
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act
Rules 13-15(f) and 15-15(f) for the registrant and hav

€)) Designed such disclosure controls and procsdarecaused such disclosure controls and procedotee designed under
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifige prepared

(b) Designed such internal control over financ@darting, or caused such internal control overrfaial reporting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

(c) Evaluated the effectiveness of the registsadisclosure controls and procedures and preséntbd report our conclusio
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; ar

(d) Disclosed in this report any change in thegtgnt’s internal control over financial reportititat occurred during the
registrant’s most recent fiscal quarter (the regits fourth fiscal quarter in the case of an annyabrrg that has materiall
affected, or is reasonably likely to materiallyeaft, the registra’s internal control over financial reporting; &

The registrant’s other certifying officer antddve disclosed, based on our most recent evaluatimernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the
equivalent functions)

(@  Allsignificant deficiencies and material weakgses in the design or operation of internal cbotrer financial reporting
which are reasonably likely to adversely affectrigistrant’s ability to record, process, summasiad report financial
information; anc

(b)  Any fraud, whether or not material, that invedvmanagement or other employees who have a sigmifiole in the
registran’'s internal control over financial reportir

Date: October 30, 2008 By: /s/ James J. Piro

James J. Pir
Executive Vice President, Finant
Chief Financial Officer and Treasur:



Exhibit 32

CERTIFICATIONS PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

We, Peggy Y. Fowler, Chief Executive Officer ané$ident, and James J. Piro, Executive Vice Presifiearance, Chief Financial Officer
and Treasurer, of Portland General Electric Com#rg/“Company”), hereby certify that the Compan@sarterly Report on Form 10-Q for
the quarterly period ended September 30, 2008leak\ith the Securities and Exchange Commissiotherdate hereof pursuant to

Section 13(a) of the Securities Exchange Act of41@8e “Report”), fully complies with the requirents of that section.

We further certify that the information containedthe Report fairly presents, in all material redpgethe financial condition and results of
operations of the Company.

/s/ Peggy Y. Fowler /sl James J. Piro
Peggy Y. Fowle James J. Pir
Chief Executive Officer Executive Vice President, Finance,
and President Chief Financial Officer

and Treasure

Date October 30, 2008 Date October 30, 2008




