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

FORM 10-Q

X] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the quarterly period endddne 30, 2014

or

[1 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF
THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to

Commission File Numbef01-5532-99

PORTLAND GENERAL ELECTRIC COMPANY

(Exact name of registrant as specified in its arart

Oregon 93-0256820
(State or other jurisdiction of (I.LR.S. Employer
incorporation or organization) 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 aceke

Indicate by check mark whether the registrant € filed all reports required to be filed by Secti® 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 pastlgs. [x] Yes [] No

Indicate by check mark whether the registrant lsstted electronically and posted on its corpo¥ab site, if any, every Interactive Data
File required to be submitted and posted pursuaRule 405 of Regulation S-T (§232.405 of this ¢bgpduring the preceding 12 months (or
for such shorter period that the registrant wasired to submit and post such files). [x] Y2F] No

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

Large accelerated filer [X] Accelerated filer [ ] Non-accelerated filer [ ] Smaller reporting comp4 |

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exgfe Act). [] Yes [x] No
Number of shares of common stock outstanding July 24, 2014 is 78,203,099 shares.
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DEFINITIONS

The following abbreviations and acronyms are ukeauighout this document:

Abbreviation or

Acronym Definition

AFDC Allowance for funds used during construction

AUT Annual Power Cost Update Tariff

Biglow Canyon Biglow Canyon wind farm

Carty Carty Generating Station natural gas-fired genagatiant
Colstrip Colstrip Units 3 and 4 coal-fired generating plant
CWIP Construction work-in-progress

EFSA Equity forward sale agreement

EPA United States Environmental Protection Agency
ESS Electricity Service Supplier

FERC Federal Energy Regulatory Commission

FMBs First Mortgage Bonds

IRP Integrated Resource Plan

kv Kilovolt = one thousand volts of electricity

Moody’s Moody’s Investors Service

MW Megawatts

MWh Megawatt hours

NVPC Net Variable Power Costs

OPUC Public Utility Commission of Oregon

PCAM Power Cost Adjustment Mechanism

PW2 Port Westward Unit 2 natural gas-fired generatilzgnip
S&P Standard and Poor’s Ratings Services

SEC United States Securities and Exchange Commission
Tucannon River Tucannon River wind farm

Trojan Trojan nuclear power plant




Table of Contents

PART | — FINANCIAL INFORMATION

Iltem 1. Financial Statements.

PORTLAND GENERAL ELECTRIC COMPANY AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
AND COMPREHENSIVE INCOME (LOSS)
(Dollars in millions, except per share amounts)
(Unaudited)



Revenues, net
Operating expenses:
Purchased power and fuel
Production and distribution
Cascade Crossing transmission project
Administrative and other
Depreciation and amortization
Taxes other than income taxes
Total operating expenses
Income (loss) from operations
Interest expense
Other income:
Allowance for equity funds used during construction
Miscellaneous income, net
Other income, net
Income (loss) before income tax expense (benefit)
Income tax expense (benefit)
Net income (loss) and Comprehensive income (loss)
Less: net loss attributable to noncontrolling iatts

Net income (loss) and Comprehensive income (loss)
attributable to Portland General Electric Company

Weighted-average shares outstanding (in thousands):
Basic
Diluted

Earnings (loss) per share:
Basic
Diluted

Dividends declared per common share

Three Months Ended

Six Months Ended June

June 30, 30,
2014 2013 2014 2013
$ 42: 3 40z 91¢ % 87¢
142 15¢ 32¢ 34¢
67 64 121 11E
— 52 — 52
5€ 5E 11C 10¢
73 62 14¢ 124
27 2E 5E 52
36E 414 76( 80C
58 (11 15¢€ 7€
23 25 48 5C
9 2 15 4
1 1 — 2
1C 3 15 6
45 (33 12¢ 32
1C (12) 3C 6
3k (22) 93 2€
— — — (1)
$ 35 % (22) 93 % 27
78,18: 75,93¢ 78,15« 75,77:
80,05: 75,93t 79,74. 75,89:
$ 0.4, % (0.29) 1.1¢  $ 0.3¢
$ 0.4: % (0.29) 1.1¢ $ 0.3¢
$ 0.28C $ 0.27¢ 0.55¢ % 0.54¢

See accompanying notes to condensed consolidatattfal statements.
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PORTLAND GENERAL ELECTRIC COMPANY AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

(In millions)

(Unaudited)
June 30, December 31,

2014 2013
ASSETS
Current assets:

Cash and cash equivalents $ 97 107
Accounts receivable, net 121 14¢€
Unbilled revenues 74 104
Inventories 8t 6t
Regulatory assets—current 38 6€
Other current assets 98 10z
Total current assets 51¢ 591
Electric utility plant, net 5,32¢ 4,88(
Regulatory assets—noncurrent 39¢ 464
Nuclear decommissioning trust 83 82
Non-qualified benefit plan trust 33 35
Other noncurrent assets 47 4¢
Total assets $ 6,39¢ 6,101

See accompanying notes to condensed consolidatattfal statements.
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PORTLAND GENERAL ELECTRIC COMPANY AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS, continued
(Dollars in millions)

(Unaudited)
June 30, December 31,
2014 2013
LIABILITIES AND EQUITY
Current liabilities:
Accounts payable $ 181 $ 17z
Liabilities from price risk management activitiesarent 32 49
Current portion of long-term debt 7C —
Accrued expenses and other current liabilities 174 171
Total current liabilities 457 39:
Long-term debt, net of current portion 2,071 1,91¢
Regulatory liabilities—noncurrent 91: 86¢
Deferred income taxes 61% 58¢€
Unfunded status of pension and postretirement plans 16C 154
Non-qualified benefit plan liabilities 101 101
Asset retirement obligations 10t 10C
Liabilities from price risk management activitieseaturrent 83 141
Other noncurrent liabilities 24 25
Total liabilities 4,527 4,281
Commitments and contingencies (see notes)
Equity:
Portland General Electric Company shareholdersitgqu
Preferred stock, no par value, 30,000,000 shath®@azed; none issued and
outstanding as of June 30, 2014 and December 38, 20 — —
Common stock, no par value, 160,000,000 sharesazil; 78,202,241 and
78,085,559 shares issued and outstanding as of
June 30, 2014 and December 31, 2013, respectively 914 911
Accumulated other comprehensive loss (5) 5)
Retained earnings 962 91:
Total Portland General Electric Company sharehsldaguity 1,871 1,81¢
Noncontrolling interests’ equity 1 1
Total equity 1,87 1,82(
Total liabilities and equity $ 6,39¢ $ 6,101

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

(In millions)
(Unaudited)
Six Months Ended June 30,
2014 2013
Cash flows from operating activities:
Net income $ 92 % 2€
Adjustments to reconcile net income to net caskigeal by operating activities:
Depreciation and amortization 14¢ 124
Cascade Crossing transmission project — 52
Decrease in net liabilities from price risk managebactivities (84) (16)
Regulatory deferrals—price risk management actigiti 84 1€
Deferred income taxes 2C D
Pension and other postretirement benefits 17 2C
Allowance for equity funds used during construction (15) (@)
Regulatory deferral of settled derivative instrumsen 6 1C
Decoupling mechanism deferrals, net of amortization (©)) 5
Other non-cash income and expenses, net 12 1C
Changes in working capital:
Decrease in accounts receivable and unbilled reagenu 55 39
Decrease in margin deposits, net 7 12
Decrease in accounts payable and accrued liabilitie (29) (13
Other working capital items, net (14) 11
Cash received to be returned to customers pursoidiné Residential Exchange
Program 14 1
Other, net 9 (©)]
Net cash provided by operating activities 30z 27¢
Cash flows from investing activities:
Capital expenditures (501) (260)
Sales of nuclear decommissioning trust securities 9 14
Purchases of nuclear decommissioning trust seesiriti (20 (25
Proceeds from sale of property 4 —
Other, net 4 2
Net cash used in investing activities (494) (259)

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

(In millions)
(Unaudited)
Six Months Ended June 30,
2014 2013
Cash flows from financing activities:
Proceeds from issuance of long-term debt $ 22t $ 15C
Payments on long-term debt — (50)
Proceeds from issuance of common stock, net oaissicosts — 47
Borrowings on short-term debt — 35
Payments on short-term debt — (35
Maturities of commercial paper, net — ()
Dividends paid (43 (42
Debt issuance costs — 2
Net cash provided by financing activities 182 87
Change in cash and cash equivalents (20 107
Cash and cash equivalents, beginning of period 107 12
Cash and cash equivalents, end of period $ 97 % 11
Supplemental cash flow information is as follows:
Cash paid for interest, net of amounts capitalized $ 45  $ 45
Cash paid for income taxes 11 6
Non-cash investing and financing activities:
Accrued dividends payable 23 21
Accrued capital additions 10t 34
Preliminary engineering costs transferred to Coietitsn work-in-progress
from Other noncurrent assets — 9

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

NOTE 1: BASIS OF PRESENTATION
Nature of Business

Portland General Electric Company (PGE or the Caompps a single, vertically integrated electriditgiengaged in the
generation, transmission, distribution, and retalé of electricity in the state of Oregon. The @any also participates in the
wholesale market by purchasing and selling elattrand natural gas in an effort to obtain reasdnrabiced power for its retail
customers. PGE operates as a single segment,eviéhues and costs related to its business activiteéntained and analyzed

a total electric operations basis. PGE’s corpdnaselquarters are located in Portland, Oregon arapjtroximately 4,000 square
mile, state-approved service area allocation iatkxt entirely within the state of Oregon, encomipgss2 incorporated cities, of
which Portland and Salem are the largest. As oé A1) 2014 , PGE served 841,930 retail customelsangervice area
population of approximately 1.7 million , comprigiapproximately 44% of the state’s population.

Condensed Consolidated Financial Statements

These condensed consolidated financial statemeantstbeen prepared pursuant to the rules and remdaif the United States
Securities and Exchange Commission (SEC). Ceméimmation and note disclosures normally includeéinancial statements
prepared in conformity with accounting principlesngrally accepted in the United States of Amei@AAP) have been
condensed or omitted pursuant to such regulatatisgugh PGE believes that the disclosures provéstechdequate to make the
interim information presented not misleading.

To conform with the 2014 presentation, PGE hasassified Margin deposits of $9 million with Othement assets in the
condensed consolidated balance sheet as of Dec&hp2013 In addition, the Company has separately presdbiesth receive
to be returned to customers pursuant to the Resdi&xchange Program of $1 million from Other, aat reclassified Power
cost deferrals, net of amortization of $3 milli@an@ther non-cash income and expenses, net in #r@tipg activities section of
the condensed consolidated statement of cash flmwhke six months ended June 30, 2013 .

The financial information included herein for tiege and six month periods ended June 30, 2012@i®lis unaudited;
however, such information reflects all adjustmeatssisting of normal recurring adjustments, that & the opinion of
management, necessary for a fair presentatioreofdhdensed consolidated financial position, cosel@iconsolidated results of
operations and comprehensive income, and condeoessolidated cash flows of the Company for thes&im periods. Certain
costs are estimated for the full year and alloctdadterim periods based on estimates of operaimeg expired, benefit receive
or activity associated with the interim period; @aatngly, such costs may not be reflective of amsta be recognized for a full
year. Due to seasonal fluctuations in electricities, as well as the price of wholesale energynatutal gas, interim financi.
results do not necessarily represent those to pected for the year. The financial information &®ecember 31, 2013 is
derived from the Company’s audited consolidatedrfeial statements and notes thereto for the yetedDecember 31, 2013,
included in Item 8 of PGE’s Annual Report on ForfnK, filed with the SEC on February 14, 2014 , whahould be read in
conjunction with such condensed consolidated firstatements.

Comprehensive Income

PGE had no material components of other comprebeitstome to report for the three and six monthogisrended June 30,
2014 and 2013.
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PORTLAND GENERAL ELECTRIC COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S, continued
(Unaudited)

Use of Estimates

The preparation of condensed consolidated finastééments in accordance with GAAP requires manageto make
estimates and assumptions that affect the repartemlints of assets and liabilities, and disclosofggin or loss contingencies,
as of the date of the financial statements andgperted amounts of revenues and expenses dugngplorting period. Actual
results experienced by the Company could differematy from those estimates.

Customer Billing Matter

In May 2013, PGE discovered that it had over-biadndustrial customer during a period of sevgealrs as a result of a meter
configuration error. An analysis of the data defeed that the Company’s revenues were overstategppyoximately $3 million
in 2012 and in 2011, $2 million in 2010, and $1lior in 2009. PGE believes the customer billingoers not material to any
annual reporting period. The Company correctedrtiager in the second quarter of 2013 as an opéodd adjustment, and
recorded, as a reduction to Revenues, net, a reéfuttd customer in the amount of $9 million .

Recent Accounting Pronouncement

Accounting Standards Update (ASU) 2014-B8yenue from Contracts with Customers (Topic GA8)JJ 2014-09), creates a
new Topic 606 and supersedes the revenue recagnéipirements in Topic 60Revenue Recognitigrand most industry-
specific guidance throughout the Industry TopictghefCodification. ASU 2014-09 provides a figseep analysis of transactions
determine when and how revenue is recognized tratists of: i) identify the contract with the cusir; ii) identify the
performance obligations in the contract; iii) datére the transaction price; iv) allocate the tratisa price to the performance
obligations; and v) recognize revenue when or ak parformance obligation is satisfied. Compan#stcansition to the
requirements of this ASU either retrospectivelyasta cumulative-effect adjustment as of the dasgloption, which is January
1, 2017 for the Company, with early adoption prdkith The impact on the Company’s consolidatednfome position,
consolidated results of operations, or consolidaseth flows of the adoption of ASU 2014-09 is nob\kn at this time.

NOTE 2: BALANCE SHEET COMPONENTS
Accounts Receivable, Net

Accounts receivable is net of an allowance for llectible accounts of $7 million and $6 million aSJune 30, 2014 and
December 31, 2013, respectively.

The activity in the allowance for uncollectible aaats is as follows (in millions):

Six Months Ended June 30,

2014 2013
Balance as of beginning of period $ 6 $ 5
Provision, net 4 3
Amounts written off, less recoveries 3 3
Balance as of end of period $ 7% S

Inventories

PGE inventories, which are recorded at average cossist primarily of materials and supplies fee in operations,
maintenance, and capital activities and fuel fa& insgenerating plants. Fuel inventories includirad

10
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PORTLAND GENERAL ELECTRIC COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S, continued
(Unaudited)

gas, coal, and oil. The Company assesses thealeiitiz of inventory for purposes of determiningathnventory is recorded at
the lower of average cost or market.

Other Current Assets

Other current assets consist of the following (itioms):

June 30, December 31,
2014 2013
Current deferred income tax asset $ 43 3 42
Prepaid expenses 32 38
Assets from price risk management activities 18 13
Margin deposits 2 9
Other 3 1
Other current assets $ % 3 102
Electric Utility Plant, Net
Electric utility plant, net consists of the follavg (in millions):
June 30, December 31,
2014 2013
Electric utility plant $ 721 $ 7,09t
Construction work-in-progress 92¢ 50¢
Total cost 8,13¢ 7,60:
Less: accumulated depreciation and amortization (2,81%) (2,723
Electric utility plant, net $ 532« § 4,88(

Accumulated depreciation and amortization in theet@above includes accumulated amortization relatédtangible assets of
$182 million and $170 million as of June 30, 20hd ®ecember 31, 2013 , respectively. Amortizatiopesase related to
intangible assets was $6 million for the three rhemnded June 30, 2014 and 2013, and $12 milfidr$a1 million for the six
months ended June 30, 2014 and 2013, respectiMaéyCompany’s intangible assets primarily corsistomputer software
development and hydro licensing costs.

During the second quarter of 2013, PGE chargedperese $52 million of costs previously includea@mstruction work-in-
progress (CWIP) related to the Cascade Crossingsmrgsion Project (Cascade Crossing), which wagnadly proposed as a
215-mile, 500 kV transmission project between Boad, Oregon and Salem, Oregon. Based on an upidaéadst of demand
and future transmission capacity in the region, RPi&rmined in the second quarter of 2013 thaotlygnal projections of
transmission capacity limitations contemplatechim €Company’s 2009 Integrated Resource Plan, aoatidged by the Public
Utility Commission of Oregon (OPUC), were not likeb fully materialize. As a result, PGE and BonitiewPower
Administration (BPA) worked toward refining the peoof the project and executed a rmnding memorandum of understanc
(MOU) in May 2013. In connection with the MOU, tharties explored a new option under which BPA cquitiide PGE with
ownership of approximately 1,500 MW of transmisstapacity rights. As a result of the changed caoolitreflected in the
MOU, PGE also suspended permitting and developwfe@iscade Crossing and charged the capitalized celated to Cascade
Crossing to expense in the second quarter of 2613ctober 2013, the parties determined that theylevnot be able to reach
agreement on the financial terms for the proposatkeeship of transmission capacity rights and, theees agreed to discontinue
discussions on this option. The Company determihat under conditions at that time, the best opfiiw meeting its
transmission needs is to continue to

11
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PORTLAND GENERAL ELECTRIC COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S, continued
(Unaudited)

acquire transmission service offered under BPA’si©Ofccess Transmission Tariff. PGE has determihatit will not seek
recovery of these costs.

Regulatory Assets and Liabilities

Regulatory assets and liabilities consist of tHewgang (in millions):

June 30, 2014 December 31, 2013
Current Noncurrent Current Noncurrent
Regulatory assets:

Price risk management $ 14 $ 7€ % 3€ $ 14C
Pension and other postretirement plans — 18t — 194
Deferred income taxes — 81 — 7€
Deferred broker settlements 7 — 12 1
Debt reacquisition costs — 1€ — 17
Deferred capital projects 8 1¢ 1€ 18
Other 9 2C 2 18
Total regulatory assets $ 38 $ 39¢ % 6€ $ 464

Regulatory liabilities:
Asset retirement removal costs $ — $ 77¢  $ — $ 747
Trojan decommissioning activities — 43 — 41
Asset retirement obligations — 39 — 39
Other 5 5E 1 38
Total regulatory liabilities $ 5 % 91: § 1- % 86

* Included in Accrued expenses and other currenilitigls in the condensed consolidated balance sl
Accrued Expenses and Other Current Liabilities

Accrued expenses and other current liabilities sbiod the following (in millions):

June 30,
2014 December 31, 201
Accrued employee compensation and benefits $ 42  $ 4€
Accrued interest payable 23 23
Accrued dividends payable 23 22
Accrued taxes payable 1¢ 21
Regulatory liabilities—current 5 1
Other 62 58
Total accrued expenses and other current liatsilitie $ 174 § 171

Credit Facilities

PGE has the following unsecured revolving creditlifées as of June 30, 2014 :
* A $400 million syndicated credit facility, whidh scheduled to expire in November 2QEc
* A $300 million syndicated credit facility, whidh scheduled to expire in December 2017

12
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PORTLAND GENERAL ELECTRIC COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S, continued
(Unaudited)

Pursuant to the terms of the agreements, bothwviexptredit facilities may be used for general avgte purposes and as backup
for commercial paper borrowings, and also perngtifisuance of standby letters of credit. PGE magolofor one, two, three,

or six months at a fixed interest rate establisktatie time of the borrowing, or at a variable iegt rate for any period up to the
then remaining term of the applicable credit fagilBoth revolving credit facilities contain proiggss for two, one-year
extensions that are subject to approval by the Hamekjuire annual fees based on PGHEnsecured credit ratings, and contain
customary covenants and default provisions, inalyidi requirement that limits consolidated indeb¢sdnas defined in the
agreements, to 65% of total capitalization. Aswfel30, 2014 , PGE was in compliance with this neméwith a 53.4% debt to
total capital ratio.

PGE has a commercial paper program under whiclaytissue commercial paper for terms of up to 2%& damited to the
unused amount of credit under the credit facilities

Pursuant to an order issued by the Federal EneegylRtory Commission (FERC), the Company is autleorto issue shoterm
debt up to $900 million through February 6, 20T®ie authorization provides that if utility assetehced by unsecured debt are
divested, then a proportionate share of the unedalebt must also be divested.

PGE classifies borrowings under the revolving dréatiilities and outstanding commercial paper asrSterm debt on the
condensed consolidated balance sheets. As of Jur2®34 , PGE had no borrowings outstanding urfaeravolving credit
facilities, no commercial paper outstanding, andrfiion of letters of credit issued. As of June 2014, the aggregate availal
capacity under the credit facilities was $691 roiili

In addition, the Company has two $30 million lettécredit facilities, which are scheduled to temate in September and
October 2014. As of June 30, 2014 , PGE had is$Gédnillion of letters of credit under these fa@ls, with an aggregate
available capacity of $6 million .

Long-term Debt

In May 2014, PGE entered into an unsecured crgditeament with certain financial institutions, unddrich the Company may
obtain four separate term loans in an aggregateipel amount of $305 million . During the secongder of 2014, PGE
obtained the following three term loans:

e $75 million on May 12, 2014
e $75 million on June 2, 2014nc
e $75 million on June 30, 2014

The Company obtained the fourth term loan in thewamhof $80 million on July 21, 2014 . The termroaterest rates are set at
the beginning of the interest period for period4d-@honth, 3-months or 6-months, as selected by &tEare based on the
London Interbank Offered Rate (LIBOR) plus 70 bag&igits (approximately 0.9% as of June 30, 20W¥th no other fees.

The credit agreement expires October 30, 201%hath time any amounts outstanding under the teand become due and
payable. Upon the occurrence of certain eventef#ult, the Company’s obligations under the cradieement may be
accelerated. Such events of default include payehefiaiults to lenders under the credit agreemererant defaults and other
customary defaults.

13
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PORTLAND GENERAL ELECTRIC COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S, continued
(Unaudited)

Additionally, in May 2014, PGE entered into a bgnachase agreement with certain institutional bsiyBuyers) under which
the Company agreed to sell to the Buyers, in tireeeches, an aggregate principal amount of $28llomibf First Mortgage
Bonds (FMBs) as follows:

* On or about August 15, 2014 , $100 million &3%6 Series FMBs due 2045
* On or about October 15, 2014 , $100 million 486 Series FMBs due 204@&nc
e On or about November 17, 2014 , $80 million &136 Series FMBs due 2024

Pension and Other Postretirement Benefits

Components of net periodic benefit cost are asvigl(in millions):

Defined Benefit Other Postretirement Non-Qualified
Pension Plan Benefits Benefit Plans
2014 2013 2014 2013 2014 2013
Three Months Ended June 30:
Service cost $ 3 % 4 % 1 $ — ¢ — 3 —
Interest cost 8 8 1 1 1 1
Expected return on plan assets (20 (20 @ @ — —
Amortization of prior service cost — — 1 1 — —
Amortization of net actuarial loss 5 6 — — — —
Net periodic benefit cost $ 6 $ 8 ¢ 2 % 1 % 1 % 1
Six Months Ended June 30:
Service cost $ 7 % 8 $ 1 $ 1 $ — 3 —
Interest cost 17 1€ 2 2 1 1
Expected return on plan assets (20) (20) @ @ — —
Amortization of prior service cost — — 1 1 — —
Amortization of net actuarial loss 9 12 — — — —
Net periodic benefit cost $ 12 % 1€ § 3 8 3 8 1 8 1

NOTE 3: FAIR VALUE OF FINANCIAL INSTRUMENTS

PGE determines the fair value of financial instratsgboth assets and liabilities recognized andewtgnized in the Comparsy’
condensed consolidated balance sheets, for whiglpiicticable to estimate fair value as of June2814 and December 31,
2013, and then classifies these financial assetdiabilities based on a fair value hierarchy. Tie value hierarchy is used to
prioritize the inputs to the valuation techniquesdito measure fair value. These three levels pplitation to the Company are
discussed below.

Level 1  Quoted prices are available in active marketsdentical assets or liabilities as of the reportiage

Level 2  Pricing inputs include those that are directlyralirectly observable in the marketplace as ofrdpeorting
date.

Level 3  Pricing inputs include significant inputs that ar@bservable for the asset or liabil

Financial assets and liabilities are classifiethiir entirety based on the lowest level of inpatt tis significant to the fair value
measurement. The Company’s assessment of theisggmié of a particular input to the fair value

14
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PORTLAND GENERAL ELECTRIC COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S, continued
(Unaudited)

measurement requires judgment, and may affectahmtion of fair value assets and liabilities ameirt placement within the fa
value hierarchy.

PGE recognizes transfers between levels in thevfdire hierarchy as of the end of the reportingogkfor all its financial
instruments. Changes to market liquidity conditighg availability of observable inputs, or changethe economic structure of
a security marketplace may require transfer okmurities between levels. There were no signifitamsfers between levels
during the three and six month periods ended JOn2®L4 and 2013except those transfers from Level 3 to Levelé&spnted il
this note.

The Company’s financial assets and liabilities vehealues were recognized at fair value are asviglloy level within the fair
value hierarchy (in millions):

As of June 30, 2014

Level 1 Level 2 Level 3 Total
Assets:
Nuclear decommissioning trust:
Money market funds $ — 3 59 % — % 59
Debt securities:
Domestic government 8 6 — 14
Corporate credit — 10 — 1C
Non-qualified benefit plan trus®
Equity securities—domestic 4 2 — 6
Debt securities—domestic government 1 — — 1
Assets from price risk management activitié$’
Electricity — 8 — 8
Natural gas — 12 3 15
$ 13 % 97 % 3 % 11z
Liabilities—Liabilities from price risk management
activities:®®
Electricity $ — ¢ 4 % 80 $ 84
Natural gas — 19 12 31
$ — 9 23 % 92 % 11t

(1) Activities are subject to regulation, with @n gains and losses deferred pursuant to regylattrounting and included in Regulatory
assets or Regulatory liabilities as appropriate.

(2) Excludes insurance policies of $26 milliowhich are recorded at cash surrender v

(3) For further information, see Note 4, Price Risk ldigemen
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As of December 31, 2013
Level 1 Level 2 Level 3 Total
Assets:
Nuclear decommissioning trust:
Money market funds $ — 3 59 % — % 59
Debt securities:
Domestic government 6 8 — 14
Corporate credit — 9 — 9
Non-qualified benefit plan trus®
Equity securities:
Domestic 4 3 — 7
International 1 — — 1
Debt securities—domestic government 1 — — 1
Assets from price risk management activitié$’
Electricity — 9 1 1C
Natural gas — 4 — 4
$ 12 % 92 3 1 $ 10t
Liabilities — Liabilities from price risk managemteactivities:®
Electricity $ — ¢ 10 $ 117  $ 127
Natural gas — 40 23 63
$ — 9 50 ¢ 14C % 19C

(1) Activities are subject to regulation, with certgjains and losses deferred pursuant to regulatarguating and included in Regulat
assets or Regulatory liabilities as appropriate.

(2) Excludes insurance policies of $26 milliowhich are recorded at cash surrender v

(3) For further information, see Note 4, Price Risk ldigemen

Trust assets held in the Nuclear decommissioning and Non-qualdifbenefit plan trusts are recorded at fair vatueGE's
condensed consolidated balance sheets and investedurities that are exposed to interest ragglicand market volatility risk
These assets are classified within Level 1, 2loasd on the following factors:

Money market funds-PGE invests in money market funds that seek totaiai a stable net asset value. These funds
invest in high-quality, short-term, diversified neynmarket instruments, short-term treasury bigefral agency
securities, certificates of deposits, and commepaper. Money market funds are classified as L2ualthe fair value
hierarchy as the securities are traded in activik@tsiof similar securities but are not directlywaal using quoted mark
prices.

Debt securities—PGE invests in highiquid United States treasury securities to supfi@tinvestment objectives of
trusts. These domestic government securities assified as Level 1 in the fair value hierarchy ttuthe availability of
guoted prices for identical assets in an activekataas of the reporting date.

Assets classified as Level 2 in the fair valuediey include domestic government debt securisiesh as municipal
debt, and corporate credit securities. Prices etr@rghined by evaluating pricing data such as brgketes for similar
securities and adjusted for observable differer8iggificant inputs used in valuation models gelteraclude
benchmark yield and issuer spreads. The exteraditaating, coupon rate, and maturity of each sgcare considered
in the valuation as applicable.
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Equity securities—Equity mutual fund and common stock securitiespamarily classified as Level 1 in the fair value
hierarchy due to the availability of quoted priéesidentical assets in an active market as oféperting date. Principal
markets for equity prices include published exclesrguch as NASDAQ and the New York Stock Excha@Ggetain
mutual fund assets included in commingled trustseparately managed accounts are classified as 2évehe fair
value hierarchy as pricing inputs are directlyratiiectly observable in the marketplace.

Assets and liabilities from price risk management activities are recorded at fair value in PGE’s condensed ¢olased balance
sheets and consist of derivative instruments esiiete by the Company to manage its exposure tawodity price risk and
foreign currency exchange rate risk, and reducatiity in net variable power costs (NVPC) for tBempany’s retail customers.
For additional information regarding these assetkl@bilities, see Note 4, Price Risk Management.

For those assets and liabilities from price risknagement activities classified as Level 2, faiueak derived using present va
formulas that utilize inputs such as forward comityoprices and interest rates. Substantially athafse inputs are observable in
the marketplace throughout the full term of therumment, can be derived from observable data,@sapported by observable
levels at which transactions are executed in th&ketlace. Instruments in this category consigoofards, futures and swaps.

Assets and liabilities from price risk managemaentiviies classified as Level 3 consist of instrurtsefor which fair value is

derived using one or more significant inputs thiatreot observable for the entire term of the imsgnt. These instruments
consist of longer term forwards, futures and swaps.
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Quantitative information regarding the significamobservable inputs used in the measurement @&l l3xassets and liabilities
from price risk management activities is presefuedw:

Price per Unit

) Significant
Fair Value Valuation Unobservable Weighted
Commodity Contracts Assets Liabilities Technique Input Low High Average
(in millions)
As of June 30, 2014:
Discounted cas Electricity forward
Electricity physical forward —  $ 69 flow price (per MWh) $ 1188 $ 9871 $ 42.6]
Natural gas forwarc
Discounted cas price (per
Natural gas financial swaps 3 12 flow Decatherm) 3.41 5.52 4.0:
Discounted cas Electricity forward
Electricity financial futures — 11  flow price (per MWh) 11.92 47.5: 39.81
3 3 92
As of December 31, 2013:
Discounted cas Electricity forward
Electricity physical forward — ¢ 10z flow price (per MWh) $ 96 $ 7798 $  40.1¢
Natural gas forward
Discounted cas price (per
Natural gas financial swaps — 23 flow Decatherm) 3.1¢ 4.4¢ 3.71
Discounted cas Electricity forward
Electricity financial futures 1 14 flow price (per MWh) 9.6: 46.07 33.01
1 3 14C

The significant unobservable inputs used in the amy’s fair value measurement of price risk managgarassets and liabilities

are long-term forward prices for commodity derivasi. For shorter term contracts, the Company ersgtog mid-point of the
market’s bidask spread and these inputs are derived usingvaastansactions in active markets, as well astcst! experienc
as a participant in those markets. These pricetsrgme validated against independent market dapeeggted from multiple
sources. For certain long term contracts, obseevdilgjuid market transactions are not availabletierduration of the delivery
period. In such instances, the Company uses idtgideveloped price curves, which derive longentgrrices and utilize
observable data when available. When not availabtgession techniques are used to estimate unatidefuture prices. In
addition, changes in the fair value measuremeptioé risk management assets and liabilities aa¢yaed and reviewed on a
monthly basis by the Company. This process inclaghedytical review of changes in commodity pricesvell as procedures to
analyze and identify the reasons for the changes specific reporting periods.

The Company’s Level 3 assets and liabilities fratogrisk management activities are sensitive toketgprice changes in the

respective underlying commaodities. The significaotthe impact is dependent upon the magnitudaeptice change and the
Company’s position as either the buyer or selldhefcontract. Sensitivity of the fair value measuents to changes in the
significant unobservable inputs is as follows:

Significant Unobservable Input Position Change to Input Impact on Fair Value Measurement
Market price Buy Increase (decrease) Gain (loss)
Market price Sell Increase (decrease) Loss (gain)
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Changes in the fair value of net liabilities fromcp risk management activities (net of assets fpoice risk management
activities) classified as Level 3 in the fair vahierarchy were as follows (in millions):

Three Months Ended Six Months Ended June

June 30, 30,
2014 2013 2014 2013
Balance as of the beginning of the period $ 131 % 45  $ 13¢ ¢ 1€
Net realized and unrealized (gains) losses (44) 11 (55) 15
Purchases — — — 2t
Transfers out of Level 3 to Level 2 2 — 5 —
Balance as of the end of the period $ 88 $ 5€ $ 8¢ $ 5€

* Contains nominal amounts of realized losses. Be#tlized and unrealized (gains) losses are recard@dirchased power and f
expense in the condensed consolidated statementpeavhtions of which the unrealized portion is yfudlffset by the effects
regulatory accounting until settlement of the uhdeg transactions.

Transfers into Level 3 occur when significant irgppused to value the Company’s derivative instrusibatome less observable,
such as a delivery location becoming significatgls liquid. During the three and six month periedded June 30, 2014 and
2013, there were no transfers into Level 3 fromdl@. Transfers out of Level 3 occur when the igant inputs become more
observable, such as when the time between theti@iudate and the delivery term of a transactiorobees shorter. PGE recol
transfers in and transfers out of Level 3 at the @fithe reporting period for all of its financiaktruments. Transfers from Level
2 to Level 1 for the Company’s price risk managehassets and liabilities do not occur as quotetkeprare not available for
identical instruments. As such, the Company’s asmed liabilities from price risk management atitég mature and settle as
Level 2 fair value measurements.

Long-term debt is recorded at amortized cost in PGE’s condensedatidated balance sheets. The fair value of thegamy’s
FMBs and Pollution Control Bonds is classified dseael 2 fair value measurement and is estimatsddban the quoted market
prices for the same or similar issues or on theectirates offered to PGE for debt of similar remray maturities. The fair value
of PGE’s unsecured term bank loans is classifiddeas| 3 fair value measurement and is estimatsédyan the terms of the
loans and the Company'’s creditworthiness. Thesefgignt unobservable inputs to the Level 3 failugameasurement include
the interest rate and the length of the loan. Btienated fair value of the Company’s unsecured teaumk loans approximates
their carrying value.

As of June 30, 2014 , the carrying amount of PGdtig-term debt was $2,141 million and its estimatgdregate fair value was
$2,408 million , consisting of $2,183 million an@d2® million classified as Level 2 and Level 3, mdfjvely, in the fair value
hierarchy. As of December 31, 2013 , the carryimpant of PGE’s long-term debt was $1,916 millionl #s estimated
aggregate fair value was $2,074 million , all diiéss as Level 2 in the fair value hierarchy.

NOTE 4: PRICE RISK MANAGEMENT

PGE participates in the wholesale marketplace dieroto balance its supply of power, which congi$tiéss own generation
combined with wholesale market transactions, totreeneeds of its retail customers, manage ristt,caminister its existing
long-term wholesale contracts. Such activitiesuidelfuel and power purchases and sales resulting économic dispatch
decisions for Company-owned generation. As a reBGBE is exposed to commaodity price risk and foregrrency exchange
rate risk, from which changes in prices and/orgatay affect the Company’s financial position, Hssof operations, or cash
flows.
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PGE utilizes derivative instruments to managextssure to commodity price risk and foreign curseegchange rate risk in
order to reduce volatility in NVPC for its retailgstomers. These derivative instruments may incladeards, futures, swaps, &
option contracts for electricity, natural gas, aitd foreign currency, which are recorded at falug on the condensed
consolidated balance sheets, with changes in &hilewecorded in the condensed consolidated staterokoperations. In
accordance with the ratemaking and cost recovarygsses authorized by the OPUC, PGE recognizegikatery asset or
liability to defer the gains and losses from defix@instruments until settlement of the associatedvative instrument. PGE
may designate certain derivative instruments als tas hedges or may use derivative instrumentscasnomic hedges. The
Company does not engage in trading activities éor-retail purposes.

PGE'’s Assets and Liabilities from price risk managat activities consist of the following (in milkig):

June 30, December 31,
2014 2013
Current assets:
Commodity contracts:
Electricity $ 8 $ 9
Natural gas 1C 4
Total current derivative assets 18 @ 13 @
Noncurrent assets:
Commodity contracts:
Electricity — 1
Natural gas 5 —
Total noncurrent derivative assets 5@ 1@
Total derivative assets not designated as hedgstguments $ 23 $ 14
Total derivative assets $ 23 $ 14
Current liabilities:
Commodity contracts:
Electricity $ 18 $ 20
Natural gas 14 29
Total current derivative liabilities 32 49
Noncurrent liabilities:
Commodity contracts:
Electricity 66 107
Natural gas 17 34
Total noncurrent derivative liabilities 83 141
Total derivative liabilities not designated as hiadgnstruments $ 11t $ 19C
Total derivative liabilities $ 11t $ 19C

(1) Included in Other current assets on the condensesbtidated balance she:
(2) Included in Other noncurrent assets on the condecmasolidated balance she
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PGE's net volumes related to its Assets and Ligdslifrom price risk management activities resglfirom its derivative
transactions, which are expected to deliver ofestttough 2035, were as follows (in millions):

June 30, 2014 December 31, 2013
Commaodity contracts:
Electricity 18 MWh 14 MWh
Natural gas 11C Decatherms 10€ Decatherms
Foreign currency $ 9 Canadian $ 7 Canadian

PGE has elected to report gross on the condensstl@ated balance sheets the positive and negaxtippesures resulting from
derivative instruments pursuant to agreementstiegt the definition of a master netting arrangermerthe case of default on,
or termination of, any contract under the mastétingearrangements, these agreements provide éangh settlement of alll
related contractual obligations with a counterpéntpugh a single payment. These types of trar@atinay include non-
derivative instruments, derivatives qualifying fmope exceptions, receivables and payables afisingsettled positions, and
other forms of non-cash collateral, such as letiézedit, which are excluded from the offsetttaple presented below.

Information related to Price risk management asseddiabilities subject to master netting agreetsienas follows (in millions):

Gross Amounts Not Offset in
Condensed Consolidated

Gross Gross Net
Amounts Amounts Amounts Balance Sheets
Recognized Offset Presented Derivatives Cash Collateral® Net Amount
As of June 30, 2014:
Assets:
Commodity contracts:
Electricity @ $ 1 3 — 3 1 $ 1 $ — 3 —
Natural gag’ 1 — 1 (@) — —
$ 2 9 — 3 2 3 2 $ — 3 —
Liabilities:
Commodity contracts:
Electricity @ $ 6C $ — 3 60 $ (60) $ — 3 —
Natural gag’ 1 — 1 (D — —
$ 61 $ — 3 61 $ (61) $ — =
As of December 31, 2013:
Liabilities:
Commodity contracts:
Electricity @ $ 91 % — 3 91 % 91) $ — 3 —
Natural gag’ 1 — 1 (1) _ _
$ 92 $ — 3 92 % 92) $ — 3 —

(1) As of June 30, 2014 and December 31, 2013E R4l posted collateral in the amount of $10 milémd $7 million , respectively, which
consisted entirely of letters of credit.
(2) Included in Liabilities from price risk managent activities—current and Liabilities from pridek management activitiesrencurren
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Net realized and unrealized (gains) losses on aeviy transactions not designated as hedging msinis are recorded
Purchased power and fuel in the condensed contadidéatements of operations and were as follamsh{liions):

Three Months Ended June 30, Six Months Ended June 30,
2014 2013 2014 2013
Commaodity contracts:
Electricity $ 38 $ 1c 29 $ 18
Natural Gas (6) 28 (42 2C

Net unrealized and certain net realized (gaingdsgresented in the preceding table are offskinttie condensed consolidal
statements of operations by the effects of regnjatocounting. Of the net (gains) losses recognizédet income for the three
months ended June 30, 2014 and 2013, net losgERahillion and $56 million , respectively, haveen offset. Net losses of
$64 million and $59 million , respectively, haveebeoffset for the six months ended June 30, 20842843 , respectively.

Assuming no changes in market prices and intea¢ss rthe following table indicates the year inclihthe net unrealized loss
recorded as of June 30, 2014 related to PGE's @terevactivities would become realized as a rasfulhe settlement of the
underlying derivative instrument (in millions):

2014 2015 2016 2017 2018 Thereafter Total
Commaodity contracts:
Electricity $ 2 9 17 $ 1C $ 4 % 4 3 38 $ 7€
Natural gas 4 3 8 2 Q) — 1€
Net unrealized loss 9 6 9 20 $ 18 3% 6 9 3 % 3¢ % 92

PGE'’s secured and unsecured debt is currently edtewestment grade by Moody’s Investors Servieddy’s) and Standard
and Poor’s Ratings Services (S&P). Should Moody&/ar S&P reduce their rating on PGE’s unsecurdd tbebelow
investment grade, the Company could be subje@doests by certain wholesale counterparties togututional performance
assurance collateral, in the form of cash or Isttércredit, based on total portfolio positionshwétach of those counterparties.
Certain other counterparties would have the righetminate their agreements with the Company.

The aggregate fair value of all derivative instrmsewith credit-riskrelated contingent features that were in a ligbpibsition as

of June 30, 2014 was $112 million , for which PGIs posted $18 million in collateral, consistingmmarily of letters of credit. If
the credit-risk-related contingent features undegyhese agreements were triggered at June 3@,,20& cash requirement to
either post as collateral or settle the instrumantsediately would have been $98 million . As ohdu80, 2014 , PGE has posted
an immaterial amount of cash collateral, whichlassified as Margin deposits included in Other entiassets on the Company’s
condensed consolidated balance sheet, for dergvatstruments with no credit-risk related contingeatures.
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Counterparties representing 10% or more of Asgetd &bilities from price risk management actistiere as follows:

June 30, December 31,
2014 2013
Assets from price risk management activities:
Counterparty A 3C% 53%
Counterparty B 19 5
Counterparty C 11 6
6C% 64%
Liabilities from price risk management activities:
Counterparty D 50% 43%
Counterparty E 1C 11
6C% 54%

See Note 3, Fair Value of Financial Instrumentsafitditional information concerning the determioatof fair value for the
Company’s Assets and Liabilities from price riskmagement activities.

NOTE 5: EARNINGS PER SHARE

Basic earnings per share is computed based ondiginted average number of common shares outstaddimgy the period.
Diluted earnings per share is computed using thighted average number of common shares outstamaditighe effect of
dilutive potential common shares outstanding dutirgperiod using the treasury stock method. Pialesdmmon shares consist
of: i) employee stock purchase plan shares; iiegted time-based and performance-based restrictekd nits, along with
associated dividend equivalent rights; and iii)rebassuable pursuant to an equity forward saleesgent (EFSA). See Note 6,
Equity, for additional information on the EFSA atglimpact on earnings per share. Unvested perfaceiaased restricted sto
units and associated dividend equivalent rightsrarleided in dilutive potential common shares aaifer the performance
criteria have been met. For the three and six mpetiods ended June 30, 2014 and 2013 , unvestimpancebased restricte
stock units and associated dividend equivalentsighapproximately 365,000 and 435,000 , respelstiwere excluded from
the dilutive calculation because the performanadgoad not been met.

Net income (loss) attributable to PGE common shadehs is the same for both the basic and dilutediegs (loss) per sha
computations. The reconciliations of the denomirsatd the basic and diluted earnings (loss) peresbamputations are as
follows (in thousands):

Three Months Ended Six Months Ended
June 30, June 30,
2014 2013 2014 2013
Weighted-average common shares outstanding—nbasic 78,18: 75,93t 78,15¢ 75,77:
Dilutive effect of potential common shares 1,86¢ — 1,58¢ 121
Weighted-average common shares outstanding—diluted 80,05: 75,93¢ 79,74: 75,89¢

Due to PGE’s net loss position for the three moetided June 30, 2013, shares of approximately @Q@8gated to shares
issuable pursuant to the EFSA and unvested restrgtbck units shares were excluded from the diluteighted average
common shares outstanding as their effect woule h&en anti-dilutive.
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NOTE 6: EQUITY

The activity in equity during the six months endedie 30, 2014 and 2013 is as follows (dollars iliang):

Portland General Electric Company
Shareholders’ Equity
Accumulated
Common Stock Comgrtgﬁtrensive Retained Nolr:]c;ggrsczgfng
Shares Amount Loss Earnings Equity

Balances as of December 31, 2013 78,085,55 $ 911 $ 5 $ 91z | $ 1

Issuances of shares pursuant to

equity-based plans 116,68: — — — —

Stock-based compensation — 3 — — —

Dividends declared — — — (44) —

Net income — — — 93 —
Balances as of June 30, 2014 78,202,24 $ 914 $ 5 % 96z | $ 1
Balances as of December 31, 2012 75,556,27 $ 841 $ 6 $ 89z | & 2

Issuances of common stock, net

issuance costs of $2 1,665,00! 47 — — —

Issuances of shares pursuant to

equity-based plans 141,18t — — — —

Stock-based compensation — 1 — — —

Dividends declared — — — (42 —

Net income (loss) — = — 27 (2)
Balances as of June 30, 2013 77,362,45 $ 88¢ $ 6) $ 87¢ | $ 1

In connection with a public offering of sharestsféommon stock in 2013, PGE entered into an EFslsuant to the terms of
the EFSA, a forward counterparty borrowed 11,100 $itares of PGE’s common stock from third partiethe open market and
sold the shares to a group of underwriters for 329er share, less an underwriting discount equé0t96 per share. The
underwriters then sold the shares in a public wffeiPGE receives proceeds from the sale of constaok when the EFSA is
physically settled (described below), and at tilmétPGE records the proceeds in equity.

Under the terms of the EFSA, PGE may elect toestt equity forward transactions by means ofhij)gical; ii) cash; or iii) net
share settlement, in whole or in part, at any timer prior to June 11, 2015, except in specifiecuenstances or events that
would require physical settlement. To the exteat the transactions are physically settled, PGEqsired to issue and deliver
shares of PGE common stock to the forward countigrpathe then applicable forward sale price. Tdrevard sale price was
initially determined to be $29.50 per share attitme the EFSA was entered into, and the amounasif ¢to be received by PGE
upon physical settlement of the EFSA is subjecittain adjustments in accordance with the termbaEFSA.

The use of the EFSA substantially eliminates fuageity market price risk by fixing the common #tadfering sales price
under the then existing market conditions, whilégating immediate share dilution resulting frone tffering by postponing tr
actual issuance of common stock until such fundsiaeded in accordance with the Company’s cagitplirements. The EFSA
had no initial fair value since it was entered iatdhe then market price of the common stock. B@teluded that the EFSA was
an equity instrument and that it does not qualhaalerivative because the EFSA was indexed tGdmepany’s stock. PGE
anticipates settling the EFSA through physicaleeient on or before June 11, 2015.
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At June 30, 2014 , the Company could have phyyisaiitled the EFSA by delivering 10,400,000 sh&vdke forward
counterparty in exchange for cash of $281 millibm addition, at June 30, 2014he Company could have elected to make a
settlement by paying approximately $79 million aamet share settlement by delivering approxima&g2$7,000 shares of
common stock. To the extent that PGE makes a qasbétshare settlement, the Company would receivadditional proceeds
from the public offering.

Prior to settlement, the potentially issuable shg@asuant to the EFSA are reflected in PGE’s elil @arnings per share
calculations using the treasury stock method. Utliermethod, the number of shares of P&G&8mmon stock used in calculai
diluted earnings per share for a reporting periedracreased by the number of shares, if any vioald be issued upon physical
settlement of the EFSA less the number of shaasctiuld be purchased by PGE in the market witlptbeeeds received from
issuance (based on the average market price dimamgeporting period).

NOTE 7: CONTINGENCIES

PGE is subject to legal, regulatory, and environagmroceedings, investigations, and claims thiaedrom time to time in the
ordinary course of its business. Contingenciegaatuated using the best information availabldatime the consolidated
financial statements are prepared. Legal costsnedun connection with loss contingencies are agpd as incurred. The
Company may seek regulatory recovery of certaitsdbsit are incurred in connection with such matteithough there can be
no assurance that such recovery would be granted.

Loss contingencies are accrued, and disclosedténmaf when it is probable that an asset has bapaired or a liability incurre
as of the financial statement date and the amduhedoss can be reasonably estimated. If a redderestimate of probable loss
cannot be determined, a range of loss may be &dtall| in which case the minimum amount in the easgccrued, unless so
other amount within the range appears to be arlestanate.

A loss contingency will also be disclosed whers itaasonably possible that an asset has been edmaia liability incurred if

the estimate or range of potential loss is matefial probable or reasonably possible loss cahagtasonably estimated, then
the Company: i) discloses an estimate of suchdo$ise range of such loss, if the Company is abldetermine such an estimate;
or ii) discloses that an estimate cannot be made.

If an asset has been impaired or a liability inedrafter the financial statement date, but prigh&issuance of the financial
statements, the loss contingency is disclosedaterial, and the amount of any estimated losscigrded in the subsequent
reporting period.

The Company evaluates, on a quarterly basis, dewedots in such matters that could affect the amofiahy accrual, as well as
the likelihood of developments that would makessloontingency both probable and reasonably esémabe assessment as to
whether a loss is probable or reasonably possble as to whether such loss or a range of suchde@stimable, often involves a
series of complex judgments about future eventsidgament is often unable to estimate a reasonaikilge loss, or a range of
loss, particularly in cases in which: i) the dansageught are indeterminate or the basis for theagamclaimed is not clear; ii)
the proceedings are in the early stages; iii) disopis not complete; iv) the matters involve nowelinsettled legal theories; v)
there are significant facts in dispute; vi) there @ large number of parties (including where itrisertain how liability, if any,

will be shared among multiple defendants); or thigre is a wide range of potential outcomes. Il aases, there is considerable
uncertainty regarding the timing or ultimate resioln, including any possible loss, fine, penaltypasiness impact.
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Trojan Investment Recovery

Regulatory Proceedingln 1993, PGE closed the Trojan nuclear power glargjan) and sought full recovery of, and a rate of
return on, its Trojan costs in a general rate fiisg with the OPUC. In 1995, the OPUC issued aeyal rate order that granted
the Company recovery of, and a rate of return @ 8f its remaining investment in Trojan.

Numerous challenges and appeals were subsequiggdlyrf various state courts on the issue of th&)C's authority under
Oregon law to grant recovery of, and a return be,Trojan investment. In 1998, the Oregon CouApmbeals upheld the
OPUC's order authorizing PGE's recovery of the @amijnvestment, but held that the OPUC did not higeauthority to allow
the Company to recover a return on the Trojan imest and remanded the case to the OPUC for redzmagion.

In 2000, PGE entered into agreements to settlétidpation related to recovery of, and return ds,investment in Trojan. The
settlement, which was approved by the OPUC, alloR@&& to remove from its balance sheet the remainwvgstment in Trojan
as of September 30, 2000, along with several lgrgig$etting regulatory liabilities. After offsetty the investment in Trojan wi
these liabilities, the remaining Trojan regulatasget balance of approximately $5 milli@fiter tax) was expensed. As a resu
the settlement, PGE’s investment in Trojan wasomgér included in prices charged to customerseettirough a return of or a
return on that investment. The Utility Reform Patj@JRP) did not participate in the settlement filedl a complaint with the
OPUC challenging the settlement agreements. In,20@20PUC issued an order (2002 Order) denyingfalie URP’s
challenges. In 2007, following several appeals &yous parties, the Oregon Court of Appeals issuedpinion that remanded
the 2002 Order to the OPUC for reconsideration.

The OPUC then issued an order in 2008 (2008 OtHat)equired PGE to provide refunds, includingiast from

September 30, 2000, to customers who receivedcseindm the Company during the period from Octdhe2000 to

September 30, 2001. The Company recorded a ch&&g3d million in 2008 related to the refund amdraied additional
interest expense on the liability until refundststomers were completed in the first quarter dil20 he URP and the plaintiffs
in the class actions described below separatelgadpg the 2008 Order to the Oregon Court of App€&atsFebruary 6, 2013, tl
Oregon Court of Appeals issued an opinion that laptiee 2008 Order. On May 31, 2013, the Court opéads denied the
appellants’ request for reconsideration of the gleni On October 18, 2013, the Oregon Supreme @oanted plaintiffs’
petition seeking review of the February 6, 2013goreCourt of Appeals decision. Oral argument o@iim March 2014 and t
parties now await a Court decision.

Class Actionsln two separate legal proceedings, lawsuits wéed fn Marion County Circuit Court against PGE 003 on
behalf of two classes of electric service custoniBng class action lawsuits seek damages tota6@ #illion , plus interest, as
a result of the Company’s inclusion, in prices gearto customers, of a return on its investmeifitrajan.

In 2006, the Oregon Supreme Court issued a rulidgring the abatement of the class action procgsdintil the OPUC
responded to the 2002 Order (described above)OFragon Supreme Court concluded that the OPUC h@sipyr jurisdiction to
determine what, if any, remedy can be offered t& Gstomers, through price reductions or refurmsafny amount of return ¢
the Trojan investment that the Company collectegrices.

The Oregon Supreme Court further stated that ifAR&JC determined that it can provide a remedy t&'B@ustomers, then the
class action proceedings may become moot in whrale part. The Oregon Supreme Court added thtieifOPUC determined
that it cannot provide a remedy, the court systeay have a role to play. The Oregon Supreme Coswtralled that the plaintiffs
retain the right to return to the Marion Countydit Court for
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disposition of whatever issues remain unresolvenhfthe remanded OPUC proceedings. The Marion Cdbimepit Court
subsequently abated the class actions in resporike tuling of the Oregon Supreme Court.

As noted above, on February 6, 2013, the Oregomt@bé\ppeals upheld the 2008 Order. Because tleg@r Supreme Court
has granted the plaintiffs’ petition seeking reviefathat decision, and the class actions descritbede remain pending,
management believes that it is reasonably possibtehe regulatory proceedings and class actionkleesult in a loss to the
Company in excess of the amounts previously recbate discussed above. Because these mattersenvobettied legal
theories and have a broad range of potential owgspsufficient information is currently not availo determine PGE’s
potential liability, if any, or to estimate a rangipotential loss.

Pacific Northwest Refund Proceeding

In 2001, the FERC called for a hearing to explohetlver there may have been unjust and unreasoctzdoiges for spot market
sales of electricity in the Pacific Northwest fr@december 25, 2000 through June 20, 2001 (PacifithiMest Refund
proceeding). During that period, PGE both sold pmathased electricity in the Pacific Northwest2003, the FERC issued an
order terminating the proceeding and denying thard for refunds. Upon appeal of the decision éoUlS. Ninth Circuit Court
of Appeals (Ninth Circuit) the Court remanded thseto the FERC to, among other things, addredsetnaianipulation
evidence in detail and account for the evidenaninfuture orders regarding the award or deniaéffnds in the proceedings.

In October 2011, the FERC issued an Order on Renestablishing an evidentiary hearing to deternrwhether any seller had
engaged in unlawful market activity in the Pacfiorthwest spot markets during the December 25, 20@ugh June 20, 2001
period by violating specific contracts or tarifésd, if so, whether a direct connection existesvben the alleged unlawful
conduct and the rate charged under the applicaligact. The FERC held that tMobile-Sierrapublic interest standard govel
challenges to the bilateral contracts at issubigygroceeding, and the strong presumption uivtidgile-Sierrathat the rates
charged under each contract are just and reasowabld have to be specifically overcome beforefarré could be ordered. Tl
FERC directed the presiding judge, if necessargetermine a refund methodology and to calculdtends, but held that a
market-wide remedy was not appropriate, given tladral contract nature of the Pacific Northwgsttanarkets.

In December 2012, the FERC issued an order clagftiat theMobile-Sierrapresumption could be overcome either by: i) a
showing that a respondent had violated a contratetriff and that the violation had a direct contim@t to the rate charged under
the applicable contract; or ii) a showing that ¢betract rate at issue imposed an excessive bwrdsgriously harmed the public
interest.

On April 5, 2013, the FERC granted rehearing oGtder on Remand on the issue of the appropritadeeriod, holding that
parties could pursue refunds for transactions betvdanuary 1, 2000 and December 24, 2000 undeénS&€9 of the Federal
Power Act by showing violations of a filed tariff cate schedule or of a statutory requirement. Retftlaimants have filed
petitions for appeal of the Order on Remand anditger on Rehearing with the Ninth Circuit.

In its October 2011 Order on Remand, the FERC entlsettlement discussions to be convened befoER&LFsettlement judge.
Pursuant to the settlement proceedings, the Comggejved notice of two claims and reached agretersettle both claims
for an immaterial amount. The FERC approved bottteseents during 2012.

Additionally, the settlement between PGE and cerbéer parties in the California refund case irclk® No. EL0O0-95, et seq.,
approved by the FERC in May 2007, resolved allhetabetween PGE and the California parties namétkisettlement,
including the California Energy Resource Schedutlivision of the California Department of Water Besces (CERS), as to
transactions in the Pacific Northwest during thlesment period,
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January 1, 2000 through June 20, 2001, but didetbie potential claims from other market partioigarelating to transactions
the Pacific Northwest.

The above-referenced settlements resulted in asel®r the Company as a named respondent inrgheliase of the remand
proceedings, which are limited to initial and direlaims for refunds, but there remains a possgjitiat additional claims related
to this matter could be asserted against the Coynipaan subsequent phase of the proceeding if rafane ordered against some
or all of the current respondents.

During the first phase of the remand hearing, nommeted, two sets of refund proponents, the Jitgeattle, Washington
(Seattle) and various California parties on bebBEERS, presented cases alleging that multiplearsdents had engaged in
unlawful activities and caused severe financiairhtdrat justified the imposition of refunds. Aftearclusion of the hearing, the
presiding Administrative Law Judge issued an Ih@iacision on March 28, 2014 finding: i) that Seattid not carry itdMobile-
Sierraburden with respect to its refund claims againgtainits respondent sellers; and ii) that the @afifa representatives of
CERS did not carry theMobile-Sierraburden with respect to one of CERS’ respondentsdidufind evidence of unlawful
activity in the implementation of multiple transacits and bad faith in the formation of as many & dontracts by the last
remaining CERS respondent. The Administrative Ladgé scheduled a second phase of the hearing tmence after a final
FERC decision on the Initial Decision. In the satphase, the last respondent will have an oppdyttmiproduce additional
evidence as to why its transactions should be densil legitimate and why refunds should not bereatldf the FERC requires
one or more respondents to make refunds, it islpeghat such respondent(s) will attempt to recemilar refunds from their
suppliers, including the Company.

Management believes that this matter could resudtlbss to the Company in future proceedings. Hewenanagement cannot
predict whether the FERC will order refunds frony afithe current respondents, which contracts wbeldubject to refunds, t
basis on which refunds would be ordered, or hovi satunds, if any, would be calculated. Furthernagement cannot predict
whether any current respondents, if ordered to mefkands, will pursue additional refund claims agtitheir suppliers, and, if
so, what the basis or amounts of such potentiahge€laims against the Company would be. Due teethicertainties, sufficie
information is currently not available to determP@E’s liability, if any, or to estimate a rangeredsonably possible loss.

EPA Investigation of Portland Harbor

A 1997 investigation by the United States EnvirontakProtection Agency (EPA) of a segment of thélaifiette River known
as Portland Harbor revealed significant contamamadif river sediments. The EPA subsequently inalugertland Harbor on the
National Priority List pursuant to the federal Caetmensive Environmental Response, Compensatior, iabdity Act
(CERCLA) as a federal Superfund site and listedP6&ntially Responsible Parties (PRPs). PGE wdsdad among the PRPs
as it has historically owned or operated propeegrrihe river. In January 2008, the EPA requestidmation from various
parties, including PGE, concerning additional prtipe in or near the original segment of the riweder investigation as well as
several miles beyond. Subsequently, the EPA hieslledditional PRPs, which now number over one redd

The Portland Harbor site is currently undergoingraedial investigation (RI) and feasibility studyS) pursuant to an
Administrative Order on Consent (AOC) between tRAENd several PRPs known as the Lower Willamettis(LWG),
which does not include PGE.

In March 2012, the LWG submitted a draft FS toE#A for review and approval. The draft FS, alonthwie RI, provide the

framework for the EPA to determine a clean-up reyrfed Portland Harbor that will be documented iRecord of Decision,
which the EPA is not expected to issue before 2017.
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The draft FS evaluates several alternative cleaapypoaches. These approaches would take fromot@8 years with costs
ranging from $169 million to $1.8 billion , dependion the selected remedial action levels andltbece of remedy. The draft
FS does not address responsibility for the costdeain-up, allocate such costs among PRPs, oredpfetise boundaries for the
clean-up. Responsibility for funding and implemagtthe EPA s selected clean-up will be determined after thedace of the
Record of Decision.

Management believes that it is reasonably pos#illiethis matter could result in a loss to the Canyp However, due to the
uncertainties discussed above, sufficient inforamais currently not available to determine PGEblility for the cost of any
required investigation or remediation of the Paordlddarbor site or to estimate a range of potetugs.

DEQ Investigation of Downtown Reach

The Oregon Department of Environmental Quality (DB&s executed a memorandum of understanding heatEPA to
administer and enforce clean-up activities for ipos of the Willamette River that are upriver fréime Portland Harbor
Superfund site (the Downtown Reach). In Januar20fe DEQ issued an order requiring PGE to perfannmvestigation of
certain portions of the Downtown Reach. PGE conapl¢his investigation in December 2011 and entareda consent order
with the DEQ in July 2012 to conduct a feasibitydy of alternatives for remedial action for thetipns of the Downtown
Reach that were included within the scope of PGi/sstigation. The draft feasibility study repawrtiich describes possible
remediation alternatives that range in estimatet ftom $3 million to $8 million , was submittedttee DEQ in February 2014.
Using the Companyg’ best estimate of the probable cost for the reatiedi effort from the set of alternatives providedhe draf
feasibility study report, PGE has a $3 million megefor this matter as of June 30, 2014.

Based on the available evidence of previous raevery of incurred environmental remediation cdstPGE, as well as for
other utilities operating within the same juris@iat the Company has concluded that the estimatstdod $3 million to
remediate the Downtown Reach is probable of regovies a result, the Company also has a regulatesgtaof $3 million for
future recovery in prices as of June 30, 2014. Cbmpany included recovery of the regulatory ags#@si2015 General Rate
Case filed with the OPUC in February 2014.

Alleged Violation of Environmental Regulations at @lstrip

On July 30, 2012, PGE received a Notice of Intergue (Notice) for violations of the Clean Air AQAA) at Colstrip Steam
Electric Station (CSES) from counsel on behalfhaf Sierra Club and the Montana Environmental Infdrom Center (MEIC).
The Notice was also addressed to the other CSESvoers, including PPL Montana, LLC, the operato€&ES. PGE has a
20% ownership interest in Units 3 and 4 of CSES Nbtice alleges certain violations of the CAA luting New Source
Review, Title V, and opacity requirements, andestdhat the Sierra Club and MEIC will: i) requesirated States District Court
to impose injunctive relief and civil penaltieg;iequire a beneficial environmental project in #ineas affected by the alleged air
pollution; and iii) seek reimbursement of Sierrail$ and MEIC'’s costs of litigation and attornefées.

The Sierra Club and MEIC asserted that the CSES®mmwiolated the Title V air quality operating pérduring portions of 200
and 2009 and that the owners have violated the GyRiling to timely submit a complete air qualdperating permit
application to the Montana Department of EnvirontaeQuality (MDEQ). The Sierra Club and MEIC alsserted violations of
opacity provisions of the CAA.

On March 6, 2013, the Sierra Club and MEIC sued8&S co-owners, including PGE, for these and imxhdit alleged
violations of various environmental related regolas. The plaintiffs are seeking relief that ina@scdn injunction preventing the
co-owners from operating CSES except in accordaittethe CAA, the Montana State Implementation P&md the plant’s
federally enforceable air quality permits. In aduoht plaintiffs are seeking
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civil penalties against the co-owners including $8P per day for each violation occurring throughuary 12, 2009, and
$37,500 per day for each violation occurring thiteza

In September 2013, the plaintiffs filed an amenclaahplaint that withdrew Title V and opacity clainaslded claims associated
with two 2011 projects, and expanded the scopeméin claims to encompass approximately forty tiatutl projects. The
CSES co-owners have filed a motion to dismissfathe claims in the amended complaint. In April 20the parties entered into
an agreement under which, following the caudécision on the motion to dismiss, plaintiffsiwibve to amend the complaint
limit the scope of the claims to thirteen proje@s. May 22, 2014, the federal magistrate judgesidsurecommendation to deny
most of the motion to dismiss. The parties are timgaa final decision on the motion to dismiss.SThiatter is scheduled for trial
in June 2015.

Management believes that it is reasonably pos#illiethis matter could result in a loss to the Canyp However, due to the
uncertainties concerning this matter, PGE canredipt the outcome or determine whether it wouldehawnaterial impact on tl
Company.

Challenge to AOC Related to Colstrip Wastewater Falities

In August 2012, the operator of CSES entered inte@C with the MDEQ, which established a comprehenprocess to
investigate and remediate groundwater seepage tmpated to the wastewater facilities at CSEShWWifive years, under this
AOQOC, the operator of CSES is required to provigericial assurance to MDEQ for the costs assocvaitbdclosure of the waste
water treatment facilities. This will establishalligation for asset retirement, but the operaftd@ 8ES is unable at this time to
estimate these costs, which will require both puaihid agency review.

In September 2012, Earthjustice filed an affidautsuant to Montana’s Major Facility Siting Act (I8R) that sought review of
the AOC by Montana’s Board of Environmental Revi@&R), on behalf of environmental groups SierralCthe MEIC, and
the National Wildlife Federation. In September 20th2 operator of CSES filed an election with tHeRBto have this proceeding
conducted in Montana state district court as coptated by the MFSA. In October 2012, Earthjustare pehalf of Sierra Club,
the MEIC and the National Wildlife Federation, @ileiith the Montana state district court a petitiona writ of mandamus and a
complaint for declaratory relief alleging that th@©C fails to require the necessary actions undeMRSA and the Montana
Water Quality Act with respect to groundwater segpfiom the wastewater facilities at CSES. On Mhy2®13, the district
court judge granted the defendants’ motion to disrthe petition for the writ of mandamus.

Management believes that it is reasonably pos#illethis matter could result in a loss to the Canyp However, due to the
uncertainties concerning this matter, PGE canredipt the outcome or determine whether it wouldehawnaterial impact on tl
Company.

Oregon Tax Court Ruling

On September 17, 2012, the Oregon Tax Court isawating contrary to an Oregon Department of ReegfOR)
interpretation and a current Oregon administratide, regarding the treatment of wholesale elatyrgales. The underlying
issue is whether electricity should be treatechagible or intangible property for state incomeaaportionment purposes. The
DOR has appealed the ruling of the Oregon Tax Qouttte Oregon Supreme Court. It is uncertain wrethe ruling will be
upheld. Oral argument occurred in May 2014 andhtiréies now await a Court decision.

If the ruling is upheld, PGE estimates that itsome tax liability could increase by as much as $ililan due to an increase in t
tax rate at which deferred tax liabilities wouldreeognized in future years. For open tax year€Qvegon statute, 2008 through
2012, the Company entered into a closing agreemigmthe DOR during the third
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quarter 2013 under which the DOR agreed to thepgortionment methodology utilized on the tax nesurelating to those
years.

Management believes that it is reasonably postillethis matter could result in a loss to the Canyp However, due to the
uncertainties concerning this matter, PGE canredipt the outcome.

Other Matters

PGE is subject to other regulatory, environmertat] legal proceedings, investigations, and clairasdrise from time to time
the ordinary course of business, which may reaijlidgments against the Company. Although manageowrently believes
that resolution of such matters, individually andhe aggregate, will not have a material impadt®financial position, results
of operations, or cash flows, these matters argsuto inherent uncertainties, and managemeng'w af these matters may
change in the future.

NOTE 8: GUARANTEES

PGE enters into financial agreements and powenahdal gas purchase and sale agreements thadénicidemnification
provisions relating to certain claims or liabilgighat may arise relating to the transactions copkated by these agreements.
Generally, a maximum obligation is not explicithated in the indemnification provisions and, theref the overall maximum
amount of the obligation under such indemnificagicannot be reasonably estimated. PGE periodieafijuates the likelihood
of incurring costs under such indemnities basetherCompany’s historical experience and the evimoatf the specific
indemnities. As of June 30, 2014 , management\edi¢he likelihood is remote that PGE would be ieglto perform under
such indemnification provisions or otherwise inany significant losses with respect to such indéemiThe Company has not
recorded any liability on the condensed consoldié#@ance sheets with respect to these indemnities.

ltem 2. Management's Discussion and Analysis of Financial @dition and Results of Operations.
Forward-Looking Statements

The information in this report includes statemeht are forward-looking within the meaning of tPidvate Securities Litigation
Reform Act of 1995. Such forward-looking statementdude, but are not limited to, statements tleédte to expectations,
beliefs, plans, assumptions and objectives conogrfoiture results of operations, business prospkdtge loads, the outcome of
litigation and regulatory proceedings, future calpixpenditures, market conditions, future evenizeoformance and other
matters. Words or phrases such as “anticipategliebes,” “estimates,” “expects,” “intends,” “plahspredicts,” “projects,”

“will likely result,” “will continue,” “should,” or similar expressions are intended to identify siactvard-looking statements.

Forward-looking statements are not guaranteestofdyperformance and involve risks and uncertarthat could cause actual
results or outcomes to differ materially from thesg@ressed. PGE's expectations, beliefs and projecare expressed in good
faith and are believed by PGE to have a reasorsslis including, but not limited to, managemenxaraination of historical
operating trends and data contained in recordotret data available from third parties, but theae be no assurance that P&E’
expectations, beliefs or projections will be ack@wr accomplished.
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In addition to any assumptions and other factotsraatters referred to specifically in connectiothvguch forward-looking
statements, factors that could cause actual resutistcomes for PGE to differ materially from teatiscussed in forward-
looking statements include:

governmental policies and regulatory audits, ingesions and actions, including those of the FER@ @PUC with
respect to allowed rates of return, financingsstelgty pricing and price structures, acquisitiamd disposal of facilities
and other assets, construction and operation of fdailities, transmission of electricity, recoyarf power costs and
capital investments, and current or prospectivelegate and retail competition;

economic conditions that result in decreased derfargectricity, reduced revenue from sales ofemscenergy during
periods of low wholesale market prices, impairedficial stability of vendors and service providand elevated levels
of uncollectible customer accounts;

the outcome of legal and regulatory proceedingsissues including, but not limited to, the mattdescribed in Note 7,
Contingencies, in the Notes to the Condensed Cinlaset! Financial Statements;

unseasonable or extreme weather and other naturabmena, which could affect customers’ demangdarer and
PGE'’s ability and cost to procure adequate powdrfael supplies to serve its customers, and cowdcease the
Company’s costs to maintain its generating faesitand transmission and distribution systems;

operational factors affecting PGE’s power getiegafacilities, including forced outages, hydralamind conditions, and
disruption of fuel supply, which may cause the Camypto incur repair costs, as well as increasecepawasts for
replacement power;

the failure to complete capital projects on scheduld within budget or the abandonment of capitgkpts, which coul
result in the Company’s inability to recover prdjeosts;

volatility in wholesale power and natural gages, which could require PGE to issue additioatiels of credit or post
additional cash as collateral with counterpartispant to existing power and natural gas purchgesements;

capital market conditions, including accessapital, interest rate volatility, reductions in damd for investment-grade
commercial paper, as well as changes in PGE'staratitigs, which could have an impact on the Comgsacost of
capital and its ability to access the capital mirke support requirements for working capital, stauction of capital
projects, and the repayments of maturing debt;

future laws, regulations, and proceedings tbatctincrease the Company'’s costs or affect theatipes of the
Company’s thermal generating plants by imposingiregqnents for additional emissions controls or gigant emissions
fees or taxes, particularly with respect to coaddigenerating facilities, in order to mitigatelmr dioxide, mercury and
other gas emissions;

changes in wholesale prices for fuels, includiatural gas, coal and oil, and the impact of sti@dnges on the
Company’s power costs;

changes in the availability and price of wholesadever

changes in residential, commercial, and indalsttistomer growth, and in demographic patternBGit’s service
territory;

the effectiveness of PGEtrisk management policies and procedi

declines in the fair value of securities held fog tlefined benefit pension plans and other beplgfits, which could resi
in increased funding requirements for such plans;

changes in, and compliance with, environmentalemihngered species laws and poli
the effects of climate change, including charigghe environment that may affect energy costsomsumption, increase
the Company’s costs, or adversely affect its ojmmrat
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* new federal, state, and local laws that could lzadxerse effects on operating res

e cyber security attacks, data security breaabresther malicious acts that cause damage to thep@oy’s generation and
transmission facilities or information technologgs®ms, or result in the release of confidentiagt@oner and proprietary
information;

» employee workforce factors, including a sigrafit number of employees approaching retiremengrnpiad strikes, work
stoppages, and transitions in senior management;

» political, economic, and financial market conditi
» natural disasters and other risks, such as eattbgtlaod, drought, lightning, wind, and fi
« financial or regulatory accounting principles otipies imposed by governing bodies; .

e acts of war or terrorist

Any forward-looking statement speaks only as ofdate on which such statement is made, and, easagiquired by law, PGE
undertakes no obligation to update any forward-loglstatement to reflect events or circumstancies efe date on which such
statement is made or to reflect the occurrencenafticipated events. New factors emerge from tiotérie and it is not possible
for management to predict all such factors, noricassess the impact of any such factor on thimbss or the extent to which
any factor, or combination of factors, may causeilts to differ materially from those containedamy forward-looking
statement.

Overview

Management's Discussion and Analysis of Financ@dition and Results of Operations (MD&A) is inteldo provide an
understanding of the business environment, resfiliperations, and financial condition of PGE. MD&RAould be read in
conjunction with the Company’s condensed consad&nancial statements contained in this repesrtyall as the consolidated
financial statements and disclosures in its AnfRegort on Form 10-K for the year ended Decembe2B13, and other period
and current reports filed with the SEC.

Capital Requirements and Financing—Pursuant to PGE’s latest acknowledged Integraesbice Plan
(IRP), PGE is in the process of constructing tHiefdng three new generation resources:

» Port Westward Unit {(PW2)—Construction commenced in May 2013 on PW24ckvis a 220 MW natural gas-fired
plant located adjacent to the Port Westward and/&eazatural gas-fired generating plants near Céatigk Oregon. This
project is currently on budget at an estimated tmist of $300 million, excluding the allowance fands used during
construction (AFDC), and is expected to be onlméhe first quarter of 2015. As of June 30, 20$231 million,
including $12 million of AFDC, is included in CWHier PW2. The Company has requested in its 2015 @kRate Cas
(2015 GRC) that cost recovery for the project begithe point at which the plant is placed intossey,

» Tucannon River wind farfTucannon River)-€onstruction commenced in September 2013 on TucaRheer, which i
a wind farm located in southeastern Washington wittameplate capacity of 267 MW, consisting of tLtBines each
with a generating capacity of 2.3 MW. This projescturrently on budget at an estimated total c6$660 million,
excluding AFDC, and is expected to be online betwi2ecember 2014 and March 31, 2015. As of Jun@@D4 , $363
million, including $9 million of AFDC, is includeth CWIP for Tucannon River. The Company had reqeestcovery
of costs related to the project in its 2015 GR®dgin when the plant is placed into service, wlaitthe time was
expected to be in the first half of 2015. HoweweMarch 2014, PGE submitted a renewable adjustitlanse
mechanism (RAC) filing to the OPUC to allow for defal and recovery of costs to begin earlier ifphgject should
come online earlier than contemplated in the 20R&Gand

» Carty Generating StatiofCarty)—Construction commenced in January 2014 aryCwhich is a 440 MW natural gas-
fired power plant located in Eastern Oregon, adjateBoardman. This project is currently on budgfean estimated
total cost of $450 million, excluding AFDC, andeispected to be online in mid-2016. As of June 8142 $191 million,
including $9 million of AFDC, is included in CWIRIf Carty. The Company expects to file for recovafrgosts related
to this project in a future general rate case.

In total, the Company’s capital expenditures inf@ie expected to approximate $1 billion , whiatiudes an estimated $640



million related to the three new generation resources wahastruction discussed above. For additional médion on the timini
of expenditures for these three new generatioruress, se&Capital Requirements’in the Liquidity and Capital Resources
section of this Item 2.

PGE expects to fund 2014 estimated capital req@nesnwith a combination of cash from operationsctviis expected to range
from $540 million to $560 million , and proceedsrfr long-term bank loans and issuances of FMBs 85$hillion. For
additional information, sefttiquidity” and“Debt and Equity Financings'in the Liquidity and Capital Resources sectionhis t
Item 2.

General Rate Case—On January 1, 2014, new customer prices wentgffezt pursuant to the OPUC order issued on PGE's
2014 General Rate Case (2014 GRC). The OPUC amélaba $61 million increase in annual revenuesgesgmting an
approximate 4% overall increase in customer pri€as.increase includes improvements to existinggsgiants and wind
forecasting, new Clackamas River fish-sorting faes, a disastepreparedness center, technology investments, eeplognefi
costs and compliance with new federal regulatibomaddition, the order approved a capital strucafr80% debt and 50%
equity, a return on equity of 9.75%, a cost of tmf 7.65%, and an average rate base of appraoeiyn®3.1 billion.
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On February 13, 2014, PGE filed a 2015 GRC withQRJC that is based on a 2015 test year. PGE afigirequested an $81
million net increase in annual revenues, represgran approximate 4.6% overall increase in custgriees, with a proposed
capital structure of 50% debt and 50% equity, arrebn equity of 10%, and an average rate baspprbaimately $3.9 billion.
On July 16, 2014, PGE filed testimony supportimg\dased revenue requirement in the 2015 GRC praegeckflecting the
impacts of stipulations reached to date with Safl interveners, updates to 2015 power cost andftmacasts, and other
updates. The stipulations are subject to OPUC apprdhe net increase in annual revenues as oligimaposed in the
Company’s initial filing and as revised consistlod following (in millions):

As Filed As Revised
February 13, Dgpreci_ation aaghg;iglﬁ)lgﬁgenss July 16,
2014 Stipulation @ @ 2014

New generating plants:

Port Westward Unit 2 $ 51 % 5 $ 3 % 49

Tucannon River wind farm 47 (©)] 4) 40
Base business cost change 12 (11 (30 (29
Less: customer credif$ (29) — — (29

Annual revenue net increase $ 81 § (19) % B) % 31

(1) On December 5, 2013, PGE filed with the OPWiepreciation study (Docket UM 1679) with estimapedameters for service life
and salvage assumptions for all of the Companysetasfor which assumptions in the 2015 GRC filage based. As a result of a
stipulation filed on June 30, 2014 in the depréarastudy proceeding, PGE'’s requested revenueasera the 2015 GRC was
reduced by a total of approximately $19 million.

(2) Includes various cost updates ($9 milliongmfes in the timing of certain projects ($6 milliocorrections to the Company’s

original filing ($4 million), other agreements (#1llion), and postponement of the recognition g@irepaid pension asset to another
proceeding (Docket UM 1633) ($5 million).

(3) Includes approximately $17 million for theuwet of $50 million over three years, 2015 throu@i?2, for the settlement of a legal
matter concerning costs associated with the operafi the Independent Spent Fuel Storage InstafidtiSFSI) at Trojan. Also
includes credits related to the return of ISFSldeedits to customers and additional Bonneville BoAdministration (BPA)
Regional Power Act refund to residential customers.

As revised, the expected increase in annual reweisu&31 million, or an overall increase of appnaaiely 1.8% in customer
prices, with an average rate base of approxim&§ billion. The cost of long-term debt and thpita structure of 50% debt
and 50% equity have been resolved through stipmatiThe remaining unresolved issues in the 2016 ®GRude, among other
things, the return on equity, modifications to B@AM, the recovery of costs related to PW2 and fooa River, along with
final updates to the load and power cost forecastg or all of which may further change the amouetiected in the table aboy

Regulatory review of the 2015 GRC will continueatghout 2014, with a final order expected to beadsby the OPUC by mid-
December 2014. New customer prices are expecteedame effective in 2015, with the first price ease effective January 1
and two additional price increases effective adwleenew generating plants become operational. B/épected to be placed

service in the first quarter of 2015 and TucannoreRs expected to be placed in service betweereBwer 2014 and March &
2015.

Operating Activities— PGE is a vertically integrated electric utility exgged in the generation, transmission, distributzo ]
retail sale of electricity, as well as the wholesalirchase and sale of electricity and natural Das.Company generates rever
and cash flows primarily from the sale and disttiitru of electricity to customers in its servicerii@ry.
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The impact of seasonal weather conditions on derf@ralectricity can cause the Company’s revenugsi@come from
operations to fluctuate from period to period. P&& winter-peaking utility that typically experess its highest retail energy
sales during the winter heating season, althowgliglatly lower peak occurs in the summer that galheresults from air
conditioning demand. Price changes and customeeysatterns, which can be affected by the econatag,have an effect on
revenues while the availability and price of pusddpower and fuel can affect income from operation

Customers and DemandRetail energy deliveries for the first half of 20ddcreased 1.1% from the first half of 2013 , which
was primarily driven by a decline in residentiaéagy deliveries, resulting from warmer weather ¢bows, and a decline in
industrial energy deliveries largely due to decedaemand from a paper production customer. Ereffgyency and
conservation efforts by retail customers contirmtluence total energy deliveries, although tinaricial impacts to the
Company of such efforts are partially mitigatedthg decoupling mechanism. The decline was partidfet by the effects of a
1% increase in the average number of total retailaaners served.

The following table indicates the average numbeetdil customers, and corresponding energy dédéiseby customer class, for
the periods indicated and includes customers paineydheir energy from Electricity Service Supi€ESSS):

Six Months Ended June 30,

2014 2013 % Increase
Average Average Retail /(Decrease)in
Number of Retail Energy Number of Energy Energy
Customers Deliveries* Customers Deliveries* Deliveries
Residential 734,21¢ 3,72¢ 726,96( 3,80¢ (2.29%
Commercial 104,67- 3,59¢ 103,79¢ 3,58: 0.2
Industrial 26C 2,05¢ 26¢ 2,08¢ (1.4
Total 839,15: 9,37¢ 831,02t 9,48( (1.7

* |n thousands of MW|

Power Operation—To meet the energy needs of its retail custontieesCompany utilizes a combination of its own gatieg
resources and wholesale market transactions. Basadmerous factors, including plant availabildystomer demand, river
flows, wind conditions, and current wholesale Bjd@GE makes economic dispatch decisions contihyuouan effort to obtain
reasonably-priced power for its retail customansaddition, PGE’s thermal generating plants requénging levels of annual
maintenance, during which the respective planh@vailable to provide power. As a result, the amafipower generated and
purchased in the wholesale market to meet the Coy'seetail load requirement can vary from periogéeriod. During the six
months ended June 30, 2014 and 2013 , availabilitye plants PGE operates approximated 89% and,98%pectively, with
the availability of Colstrip Units 3 and 4, in whithe Company has a 20% ownership interest but miotesperate, approximati
87% and 84% , respectively. Colstrip Unit 4 waslofé most of the month of January 2014 due toirsga the generator. As a
result, PGE incurred approximately $2 million ofiemental replacement power costs in the firsttquaf 2014 related to this
plant outage.

During the first half of 2014 , the Company’s gexigng plants provided approximately 46% of its itdtad requirement,
compared with 53% in the first half of 2013 . Trexkase in the proportion of power generated td theeCompanys retail loau
requirement was largely the result of the diffeeeimcthe economic dispatch decisions made througheuespective periods, as
well as the outage of Colstrip Unit 4 in Januar{4£20

Energy received from PGE-owned hydroelectric plamid under contracts from mid-Columbia hydroelegtrojects increased
2% in the first half of 2014 compared with the ffinglf of 2013 . These resources provided approtaip20% of the Company’s
retail load requirement for the six months endeteJ80, 2014 and 2013 . Through June, energy ret&iom these sources
exceeded projected levels included in the Compatwgisual
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Power Cost Update Tariff (AUT) for 2014 by 2% , quamed with the same period of 2013 , which excegdejgctions included
in the AUT for 2013 by 1% . Any excess in hydro gextion from that projected in the AUT generallgplaces power from
higher cost sources, while any shortfall is gemeraiplaced with power from higher cost sourcessdgbon recent forecasts of
regional hydro conditions for 2014, energy from toytesources is expected to be slightly above ptejelevels included in the
AUT for 2014 .

Energy expected to be received from PGE-owned gereerating resources (Biglow Canyon) is projectetlally in the AUT.
Any excess in wind generation from that projectethe AUT generally displaces power from highert sosirces, while any
shortfall is generally replaced with power fromleg cost sources. Energy received from Biglow Carfetl short of that
projected in PGE’s AUT by 5% for the six months ethdune 30, 2014 and 9% for the six months endwel 30, 2013 , and
provided approximately 7% of the Company’s retadld requirement for the first half of 2014 and 2013

Pursuant to the Company'’s power cost adjustmenharesm (PCAM), customer prices can be adjustedfteat a portion of the
difference between each year’s forecasted nethlar@ower costs (NVPC) included in customer prigseline NVPC) and
actual NVPC for the year. NVPC consists of the odgtower purchased and fuel used to generaterieiecto meet PGES retail
load requirements, as well as the cost of settlettrec and natural gas financial contracts (adksified as Purchased power and
fuel expense in the Company’s condensed consotidditeements of operations) and is net of wholasalenues, which are
classified as Revenues, net in the condensed dédateal statements of operations. To the extenabblMPC, subject to certain
adjustments, is above or below the deadband, t&/P@ovides for 90% of the variance to be collectem or refunded to
customers, respectively, subject to a regulatedimgs test. Pursuant to the regulated earningsaestund will occur only to the
extent that it results in PGE’s actual regulatadrreon equity (ROE) for that year being no lesntthi% above the Company’s
latest authorized ROE, while a collection will ocoumly to the extent that it results in PGE’s atregulated ROE for that year
being no greater than 1% below the Company’s aizbdROE. Any estimated refund to customers puitsizsethe PCAM is
recorded as a reduction in Revenues in the Compamyidensed consolidated statements of operatitiilg, any estimated
collection from customers is recorded as a redogtidPurchased power and fuel expense. The deadbagd is from $15
million below to $30 million above baseline NVPC.

For the first half of 2014 , actual NVPC was appmetely $14 million below baseline NVPC. Based oretast data, NVPC for
the year ending December 31, 2014 is currentlynedéd to be below baseline NVPC, but within thedtbead range;
accordingly, no estimated collection from, or rafun, customers is expected under the PCAM for 2014

For the first half of 2013 , actual NVPC was appmately $14 million below baseline NVPC. For thd ftear 2013, actual
NVPC was $11 million above baseline NVPC, whiclithin the established deadband range. Accordinglyestimate:
collection from customers was recorded under thaN?@r 2013.

Legal, Regulatory, and Environmental Matters—PGE is a party to certain proceedings, the ulinoatcome of which may
have a material impact on the results of operatmuscash flows in future reporting periods. Sualteedings include, but are
not limited to, the following matters:

» Challenges to recovery of the Companiyivestment in its closed Trojan pl:
» Claims for refunds related to wholesale eneagsduring 20002001 in the Pacific Northwest Refund Proceedingl

* An investigation of environmental matters regardiaytland Harbo

For additional information regarding the above atiter matters, see Note 7, Contingencies, in thed\w Condensed
Consolidated Financial Statements.
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On June 2, 2014, the EPA released a proposedwhieh it calls the “Clean Power Plan.” The proposdé is intended to result
in a reduction of carbon emissions from existing/@oplants across all states to approximately 30gm below 2005 levels by

2030. Under the proposed rule, each state would twmreduce the carbon intensity of its power semtoa statevide basis by a

amount specified by the EPA.

The proposed rule would establish state goalsimg@f pounds of carbon dioxide emitted per MWhe Tdrget amount was
determined by the EPA’s view of each state’s ojamcluding: i) making power plant efficiency upges; ii) shifting
generation from coal-fired plants to natural gasdfiplants; iii) expanding use of zero- and lowsocar emitting generation (such
as renewable energy and nuclear energy); and pleimenting customer energy efficiency programs. firied goal would need
to be met in 2030 and an interim goal for eactestatuld need to be met on average over the 10pa¥ard from 2020 to 2029.
Under the proposed rule, states would have flaiibit designing programs to meet their emissiaturgion targets, including
the four approaches noted above and any other mesathie states choose to adopt (such as carbamtlbzap-and-trade) that
would result in verified emission reductions.

The EPA is scheduled to finalize the proposed byldune 1, 2015. If finalized by such date, statesld have until June 30,
2016 to submit plans to implement the rule (subieetxtension). The Company cannot predict wheteproposed rule will be
adopted or, if adopted, i) how the states in whitthCompany’s generation facilities are located iwiplement the rule or ii) the
impact of the rule on the Company’s operations. elav, the rule, if adopted as proposed, could tasihcreased operating
costs.

The following discussion highlights certain regalgtitems that have impacted the Company'’s revemasslts of operations, or
cash flows for the six months ended June 30, 20i#pared to the six months ended June 30, 2013ver dffected retalil
customer prices, as authorized by the OPUC. In szases, the Company has deferred the related eegpenbenefits as
regulatory assets or liabilities, respectively, l&ier amortization and inclusion in customer @wjgeending OPUC review and
authorization.

* Power Costs-Pursuant to the AUT process, PGE files annuallgsimate of power costs for the following year.past
of its 2014 GRC, PGE included a projected $17 omillieduction in power costs in its request for aerall increase in
revenues. The power cost portion of the requestased to a separate docket at the OPUC and wae\agapand
included in the overall $61 million annual revenierease authorized by the OPUC in the Companylgl ZBRC with
new prices beginning January 1, 2014.

Under the PCAM for 2013, NVPC were within the limdf the deadband, thus no potential refund oectitin was
recorded. The OPUC is currently reviewing the rssol the Company’s PCAM for 2013, with an ordepested by the
end of this year.

* Renewable Resource Costs—Pursuant to its RAC, R@Eecover in customer prices prudently incurrestof
renewable resources that are expected to be placedvice in the current year. The Company mayrsué filing to the
OPUC by April 1st each year, with prices expecteddcome effective January 1st of the followingryda part of the
RAC, the OPUC has authorized the deferral of diigdmsts not yet included in customer prices uhélJanuary 1st
effective date.

In March 2014, PGE submitted to the OPUC a renesvaljustment clause filing requesting deferral iedvery of the
net revenue requirement of Tucannon River in thenethat the facility were to come online priothe inclusion of the
project in base rates as proposed in the 2015 GRECompany estimates that the project will besivise between
December 2014 and March 31, 2015.

PGE did not submit a RAC filing to the OPUC in 2Gs3it did not place renewable resources into semhiring 2013.
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* Decoupling—The decoupling mechanism, which tfJQ has authorized through 20186, is intended teigedor
recovery of margin lost as a result of a reductibelectricity sales attributable to energy effiag and conservation
efforts by residential and certain commercial costs. The mechanism provides for collection fromrédund to)
customers if weather adjusted use per customesss(br more) than that projected in the Compamgst recent
approved general rate case.

Pursuant to the Company’s 2014 GRC, the OPUC appraxchange in the refund or collection period ghahit will
begin January 1, rather than June 1. Accordingljection of the estimated $5 million recorded dgrR013, is expecte
subject to OPUC approval, to occur largely ovena pear period beginning January 1, 2015.

For the six months ended June 30, 2014 , the Coyripasrecorded an estimated collection of $3 nmilliény resulting
collection from customers for the 2014 year wowdgih January 1, 2016.

» Capital deferral—In the 2011 General Rate CdmeOPUC authorized the Company to defer the @sstsciated with
four capital projects that were not completed attiime the 2011 General Rate Case was approvesyulatory asset of
$16 million was recorded in 2012, for potentialaeery in customer prices, subject to an earningfs véth an offsetting
credit to Depreciation and amortization expense ORUC authorized recovery of the deferred costs awne year
period, with a resulting tariff effective January2D14. During 2013, the Company deferred an autwiti$18 million of
costs associated with these projects and in Julg #@ed for recovery of the additional costs, ®dbjto an earnings test,
with new customer prices expected to be effectivéainuary 2015.

» Boardman Operating Life Adjustments part of the 2014 GRC, the incremental depreamiatixpense that resulted fr:
the shortened Boardman life was included in bastauer prices, while recovery of the decommissigrmiosts continue
under this separate tariff. During the second gu&®14, the OPUC approved the request for recaseaglditional
decommissioning costs that resulted from the adognsof the additional 15% interest in Boardman@ecember 31,
2013, which is expected to result in approximagdymillion additional revenue in 2014. The tarif$@provides for
annual updates to decommissioning revenue requiresmdth revised prices to take effect each Jantiary

Integrated Resource Plan—PGE’s IRP outlines how the Company will meet fetaustomer demand and describes PGE’s
future energy supply strategy, assessing both melezisting technologies, market conditions, amuil@ory requirements.

On March 27, 2014, PGE filed a new IRP (2013 IRRh the OPUC, which outlines the Company’s expémtat for resource
needs and resource portfolio performance over ¢te 20 years, and includes an “Action Plan,” whickers PGE’s proposed
actions over the next two to four years (through720Over this time period, the Company
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projects energy requirements and energy availabbeigh its generation resources and long-term ppwerhase agreements to
be in approximate balance.

The Action Plan of the 2013 IRP includes the follagy among other components, between 2014 and 2017:

Seek renewal, or partial renewal, of expiringvpopurchase agreements for energy generated fydnodlectric
projects, if available and cost-effective for oustomers;

Acquire a total of 124 MWa of energy efficiencydbhgh continuation of Energy Trust of Oregon progg;

To help manage peak load conditions and other guggpitingencies, acquire 48 MW of demand respondeP&E
dispatchable standby generation from our customers;

In preparation for the next IRP, perform varioesearch and studies related to load forecastaedyy efficiency
projections, distributed photovoltaic solar appiima within PGE's service territory, the viabilitf large-scale biomass
operations, fuel supply, wind integration needsl, aperational flexibility requirements; and

Retain and acquire transmission service thrdigh’s Open Access Transmission Tariff to intercarimeew and
existing resources in eastern Oregon to PGE's@®territory.

The 2013 IRP also incorporates the three new ressuhat are currently under construction, whieheatpected to be in service
between December 2014 and mid-2016. For additiof@mation on these capital projects S€apital Requirements and
Financin¢” in the Overview section in this Item 2.

OPUC review of the 2013 IRP will continue through2014, with an acknowledgement from the OPUC npeeted before
September 2014.

Critical Accounting Policies

PGE's critical accounting policies are outlinedtem 7 of the Company’s Annual Report on FormrK@or the year ended
December 31, 2013, filed with the SEC on Febrddry2014 .
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Results of Operations

The following table contains condensed consolidatattments of operations information for the mripresented (dollars in
millions):

Three Months Ended Six Months Ended
June 30, June 30,
2014 2013 2014 2013
Revenues, net $ 42: 10% $ 40:< 10C% $ 91¢€ 10(% $ 87€ 10C %
Purchased power and fuel 142 34 15¢ 3¢ 32¢ 3€ 34¢ 4C
Gross margin 281 66 247 61 59( 64 52¢ 6C
Other operating expenses:
Production and distribution 67 16 64 16 121 13 11¢ 13
Cascade Crossing transmission project — — 52 13 — — 52 6
Administrative and other 56 13 55 14 11C 12 10¢ 12
Depreciation and amortization 73 17 62 15 14¢ 1€ 124 14
Taxes other than income taxes 27 6 25 6 55 6 52 6
Total other operating expenses 22¢ 52 25¢ 64 434 47 452 51
Income (loss) from operations 58 14 (12 (©)] 15€ 17 76 9
Interest expense* 23 5 25 6 48 5 5C 6
Other income:
Allowance for equity funds used during
construction 9 2 2 1 15 1 4 1
Miscellaneous income, net 1 — 1 — — — 2 —
Other income, net 1C 2 3 1 15 1 6 1
Income (loss) before income tax
expense (benefit) 45 11 33 8) 12¢ 13 32 4
Income tax expense (benefit) 1C 3 (12) () 30 3 6 1
Net income (loss) 35 8 (22) 5) 93 1C 26 3
Less: net loss attributable to noncontrolling
interests — — — — — — @ —
Net income attributable to Portland
General Electric Company $ 35 8% $ (22 5% $ 93 1C% $ 27 3%
* Includes an allowance for borrowed funds u
during construction of $ 5 $ 1 $ 9 $ 2

Net income attributable to Portland General Electric Company was $35 million , or $0.43 per diluted share, f@ second
quarter of 2014 , compared with a net loss of $#Rom , or $0.29 per diluted share, for the secgudrter of 2013 . The change
in Net income (loss) was driven by an increaséénaverage retail price resulting from the JandaB014 price increase
authorized by the OPUC in the Company’s 2014 GR®egl net variable power costs, and an increasd-iD@resulting from a
higher average CWIP balance driven by the construcf PW2, Tucannon River, and Carty . Additiogatluring the second
quarter of 2013, the Company charged to expenseriié@n of capitalized costs related to CascadesSing Transmission
Project and recorded a refund of $9 million to rdfuistrial customer for cumulative over-billings oeeperiod of several years.

Net income attributable to PGE for tsix months ended June 30, 2014 was $93 milliors1at6 per diluted share, compared
with $27 million , or $0.36 per diluted share, fbe six months ended June 30, 2013 . The increadetiincome was driven by
an increase in the average retail price resultiognfthe January 1, 2014 price increase

40






Table of Contents

authorized by the OPUC in the Company’s 2014 GR®gl net variable power costs, and an increasd-iD@resulting from a
higher average CWIP balance . Additionally, dutting second quarter of 2013, the Company chargegpense $52 million of
capitalized costs related to Cascade Crossing figsn Project and recorded a refund of $9 miltman industrial customer
for cumulative over-billings over a period of sealeyears.

Three Months Ended June 30, 2014 Compared with thEhree Months Ended June 30, 2013

Revenues energy deliveries (presented in MWh), and theay® number of retail customers were as followsHerperiods
presented:

Three Months Ended June 30,

2014 2013
Revenues® (dollars in millions):
Retail:
Residential $ 18¢ 4% 3 17¢ 45%
Commercial 15¢ 38 15C 37
Industrial 53 13 54 13
Subtotal 40C 95 38¢ 95
Other retail revenues, net 4 (D) (20 2
Total retail revenues 39¢ 94 37¢ 93
Wholesale revenues 17 4 21 5
Other operating revenues 1C 2 9 2
Total revenues $ 427 10(% $ 402 10C %
Energy deliveries® (MWh in thousands):
Retail:
Residential 1,552 32% 1,58( 3C%
Commercial 1,81¢ 37 1,79¢ 35
Industrial 1,057 21 1,06¢ 2C
Total retail energy deliveries 4,42: 9C 4,44( 85
Wholesale energy deliveries 512 1C 771 15
Total energy deliveries 4,93 10C % 5,211 10C %
Average number of retail customers:
Residential 734,71t 87 % 727,47( 87 %
Commercial 105,66: 13 104,83: 13
Industrial 25¢€ — 265 —
Total 840,63 10C % 832,56« 10C %

(1) Includes both revenues from customers who purctheseenergy supplies from the Company and revefroes the delivery of energy
those commercial and industrial customers thathmage their energy from ESSs.

(2) Includes both energy sold to retail customers arettgy deliveries to those commercial and industistomers that purchase their ent
from ESSs.
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Total revenues increased $20 million , or 5% tler second quarter of 2014 compared with the seqoader of 2013 , largely
due to the $23 million increase in Retail revermassilting from the following:

* A $14 million increase in the average retaitpriesulting from the January 1, 2014 price in@eaghorized by the
OPUC in the Company’s 2014 GRC;

* A $9 million increase as a result of the indiasttustomer refund recorded in the second quaft2013 (reflected in
Other retail revenues, net in the preceding taiel@ted to cumulative over-billings during a perafdseveral years as a
result of a meter configuration error. Managemetiebes the customer billing error is hot matetdehny past reporting
period. Accordingly, the Company corrected thisterah the second quarter of 2013 through an opieoibd adjustmel
as a reduction to Revenues, net; and

* A $5 million increase related to an increasthimaverage retail price for the amortization deded costs related to four
capital projects beginning January 1, 2014 (offs&@epreciation and amortization expense); paytiaffset by

* A $3 million decrease related to various itemsluding the decoupling mechanism and other supeigal tariff
changes; and

* A $2 million decrease related to 0.4% lower vioés of energy delivered driven by declines of liB¥esidential energy
deliveries and 0.7% in industrial energy deliverigbich was partially offset by a 1.0% increasedmmercial energy
deliveries. After adjusting for the effects of weett, total retail energy deliveries were down Ofb¥the second quarter
of 2014 compared with the second quarter of 2013 .

Total heating degree-days for the second quart20d4 were 11% lower than the second quarter 08 20t 26% below
average. The following table indicates the numbidreating and cooling degree-days for the secomdtters of 2014 and 2013 ,
along with 15-year averages provided by the Natidveather Service, as measured at Portland InferratAirport:

Heating Degree-days Cooling Degree-days

2014 2013 2014 2013
April 33z 37z 3 —
May 13€ 17z 25 15
June 62 49 29 67
Second quarter 53C 59¢ 57 82
15-year average for the year-to-date 71s 721 70 68

Wholesale revenugssult from sales of electricity to utilities andvier marketers in conjunction with the Companyfem$ to
secure reasonably-priced power for its retail ausis, manage risk, and administer its current kengr wholesale contracts.
Such sales can vary significantly from period tagebas a result of economic conditions, power famdl prices, hydro and wind
conditions, and customer demand. The $4 million1,9% , decrease in Wholesale revenues for thensegpaarter of 2014
compared with the second quarter of 2013 , corbst&7 million related to a 34% decrease in whalkesales volume partially
offset by $3 million related to a 22% increaseverage wholesale price.

Purchased power and fuekxpense decreased $14 million , or 9% , for thersquarter of 2014 compared with the second
quarter of 2013, and consisted of $10 milliontedao a 7% decrease in total system load and Biémielated to a 3%
decrease in the average variable power cost per MW decrease in the average variable power e®30.05 per MWh in the
second quarter of 2014 from $30.84 per MWh in #eped quarter of 2018as driven by the economic displacement of a gr
amount of thermal generation with purchased powend the second quarter of 2014 relative to tlwwsd quarter of 2013,
combined with an increase in energy received frandwenerating resources.
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The sources of energy for PGHbtal system load, as well as its retail loadimesment, were as follows for the periods prese

Three Months Ended June 30,

2014 2013
Sources of energy (MWh in thousands):
Generation:
Thermal:
Coal 367 8% 794 16%
Natural gas 43 1 22¢ 4
Total thermal 41C 9 1,022 20
Hydro 44¢ 9 43€ 9
Wind 404 9 384 7
Total generation 1,262 27 1,842 36
Purchased power:
Term 2,562 54 2,571 51
Hydro 48¢ 11 50¢ 10
Wind 10z 2 111 2
Spot 294 6 18 1
Total purchased power 3,44 73 3,20¢ 64
Total system load 4,70¢ 10C% 5,051 10C%
Less: wholesale sales (512) (777)
Retail load requirement 4,19: 4,28(

Energy received from hydro resources during thersgcjuarter of 2014 , from both PGE-owned geneaggilants and purchased
from mid-Columbia projects, decreased 1% compairéutive second quarter of 2013 . These resouraasdad approximately
22% of the Company’s retail load requirement duthmgsecond quarter s of 2014 and 2013 . During¢leend quarter, total
energy received from hydro resources exceededgbenidevels included in the AUT for 2014 by 4% pmaared with the second
quarter of 2013, which exceeded projected levelrided in the AUT for 2013 by 5% .

The following table presents the forecast of theilAp-September 2014 runoff (issued July 25, 2014), aleitly actual for 201!
at particular points of major rivers relevant toBP§&hydro resources (as a percentage of normaheasured over the 30-year
period from 1971 through 2000):

Runoff as a Percent of Normal *

2014 2013
Location Forecast Actual
Columbia River at The Dalles, Oregon 10&% 10C%
Mid-Columbia River at Grand Coulee, Washington 112 10€&
Clackamas River at Estacada, Oregon 95 10z
Deschutes River at Moody, Oregon 97 98

* Volumetric water supply percentages for the Radiorthwest region are prepared by the NorthviRiser Forecast Center in conjunction
with the Natural Resources Conservation Serviceadinelr cooperating agencies.

Energy from PGE-owned wind generating resourcegléBi Canyon) increased 5% in the second quartg0dfi compared to
the second quarter of 2013 , and represented 1Q@ke @ompany’s retail load requirement for the seloguarter s of 2014 and
2013 . Energy received from Biglow Canyon fell ghafrthat projected in PGE’s AUT by 1% in the sed¢auarter of 2014 ,
compared with 8% in the second quarter of 2013 .
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Actual NVPC , which consists of Purchased power and fuel expaasof Wholesale revenues, decreased approxingitel
million for the second quarter of 2014 comparedwlite second quarter of 2013 . The decrease wa®@ué% decline in total
system load, a 3% decline in the average variathgep cost per MWh and a 22% increase in the avesdigdesale sales price,
partially offset by a 34% decrease in wholesalessablume. For the second quarter s of 2014 and 28dtual NVPC was $11
million and $13 million , respectively, below baselNVPC.

Production and distribution expense increased $3 million , or 5% , in the seéaprarter of 2014 compared with the second
quarter of 2013 . The increase is largely due to$fon of additional operating costs as a restfithe Company’s ownership
interest in Boardman increasing to 80% from 65%enember 31, 2013, and $1 million higher mainterandage expense in
2014.

Cascade Crossing transmission projeatf $52 million in the second quarter of 2013 retifethe charge to expense of project
costs previously recorded as CWIP. For furtherrimation, see “Electric Utility Plant, Net” in No& Balance Sheet
Components, in the Notes to Condensed Consolidateohcial Statements.

Depreciation and amortizationexpense increased $11 million , or 18% , in thesdguarter of 2014 compared with gezon
quarter of 2013, with $8 million related to timin§the deferral and amortization of costs of foapital projects as authorized in
the Company’s 2011 General Rate Case. In the sepoarter of 2013 , PGE deferred for future recod@ynillion of costs
related to these four projects and in the secomadgteuof 2014 , the Company recorded $4 milliommibrtization expense related
to the recovery of these costs (offset in Retaiéneies). In addition, capital additions increasegt@ciation and amortization
expense by $4 million.

Taxes other than income taxesxpense increased $2 million , or 8% , in the seaprarter of 2014 compared with the second
guarter of 2013, primarily due to higher propegyes resulting from increased property values.

Interest expensedecreased $2 million , or 8% , in the second quaft2014 compared with the second quarter of 20434
million decrease related to higher allowance fardweed funds used during construction resultingnfi higher average CWIP
balance driven by the construction of PW2, Carty @ncannon River was partially offset by an incesadated to an increase in
the average balance of debt outstanding in thenskegoarter of 2014.

Other income, netincreased $7 million in the second quarter of 2€d@pared with the second quarter of 2013 , which dvee
to an increase in the allowance for equity fund=duduring construction from the higher average CWYaRnce.

Income tax expensevas $10 million in the second quarter of 2014 comgavith a benefit of $11 million in the second dea
of 2013 . The change is primarily due to the insesia the annual estimated pre-tax income for 2@pared to 2013, which
was driven by the charge to expense related toadasCrossing and an industrial customer refundrdechbin 2013, offset by a
favorable income tax benefit in 2014 related tormnease in the allowance for equity funds usedéhduronstruction.
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Six Months Ended June 30, 2014 Compared with the §Months Ended June 30, 2013

Revenues energy deliveries (presented in MWh), and theay® number of retail customers were as followsHerperiods
presented:

Six Months Ended June 30,

2014 2013
Revenues® (dollars in millions):
Retail:
Residential $ 44~ 48% 3 42~ 49%
Commercial 317 35 29¢ 34
Industrial 10& 11 10t 12
Subtotal 867 94 82¢ 95
Other retail revenues, net 2 — (6) D
Total retail revenues 86& 94 82¢ 94
Wholesale revenues 34 4 37 4
Other operating revenues 17 2 1€ 2
Total revenues $ 91¢ 10(% $ 87¢ 10C %
Energy deliveries® (MWh in thousands):
Retail:
Residential 3,72¢ 36 % 3,80¢ 35%
Commercial 3,59¢ 35 3,58¢ 33
Industrial 2,05¢ 2C 2,08¢ 2C
Total retail energy deliveries 9,37¢ 91 9,48( 88
Wholesale energy deliveries 89¢ 9 1,311 12
Total energy deliveries 10,27: 10C % 10,79: 10C %
Average number of retail customers:
Residential 734,21 88 % 726,96( 87 %
Commercial 104,67: 12 103,79¢ 13
Industrial 26C — 26€ —
Total 839,15: 10C % 831,02¢ 10C %

(1) Includes both revenues from customers who purcthesseenergy supplies from the Company and revefroes the delivery of energy
those commercial and industrial customers thatiage their energy from ESSs.

(2) Includes both energy sold to retail customers aretgy deliveries to those commercial and industistomers that purchase their ent
from ESSs.

Total revenues increased $40 million , or 5% {lerfirst half of 2014 compared with the first haif2013 , largely due to the
$42 million increase in Retail revenues resultiranf the following:

» A $35 million increase in the average retaitpriesulting from the January 1, 2014 price in@eaghorized by the
OPUC in the Company’s 2014 GRC;

* A $9 million increase as a result of the indiasttustomer refund recorded in the second quaft2013 (reflected in
Other retail revenues, net in the preceding taielaYed to cumulative over-billings during a perfcseveral years as a
result of a meter configuration error; and

* A $9 million increase related to an increasthmaverage retail price for the amortization deded costs related to four
capital projects beginning January 1, 2014 (offs&@epreciation and amortization expense); paytiaffset by

* A $9 million decrease related to 1.1% lower viods of energy delivered largely driven by declioB2.2% in residential
energy deliveries and 1.4% in industrial energyeeies. Commercial energy deliveries in
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the first half of 2014 were comparable to the firalf of 2013 . After adjusting for the effectsveéather, total retail
energy deliveries were down 1.4% for the first lwdil2014 compared with the first half of 2013 ; and

* A $2 million decrease related to various itemsluding the decoupling mechanism and other supeigal tariff
changes.

Total heating degree-days for the first half of 20dere 3% lower than the first half of 2013 and I6étow average. The
following table indicates the number of heating andling degree-days for the six months ended 30n2014 and 2013, along
with 15-year averages provided by the National \WexaService, as measured at Portland Internatiingbrt:

Heating Degree-days Cooling Degree-days

2014 2013 2014 2013
First quarter 1,891 1,90z — —
Second quarter 53C 59: 57 82
Year-to-date 2,421 2,49t 57 82
15-year average for the year-to-date 2,571 2,571 70 68

Wholesale revenudsr the first half of 2014 decreased $3 milliorr 886 , from the first half of 2013 , and consisté$12
million related to a 32% decrease in wholesalessabdume partially offset by $9 million relatedda®5% increase in average
wholesale price.

Purchased power and fuekxpense decreased $22 million , or 6% , for the fialf of 2014 compared with the first half of
2013, and consisted of $17 million related to ad#érease in total system load and $5 million eeldd a 1% decrease in the
average variable power cost per MWh. The decreeeiaverage variable power cost to $32.42 per Niithe first half of
2014 from $32.90 per MWh in the first half of 20d/@s driven by the economic displacement of a grest®unt of thermal
generation with purchased power during 2014 retaiiv2013, combined with an increase in energyiveddrom hydro
resources. In addition, the Company incurred apprately $2 million of incremental replacement powests related to the
outage of Colstrip Unit 4 during January 2014.
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The sources of energy for PGHbtal system load, as well as its retail loadimesment, were as follows for the periods prese

Six Months Ended June 30,

2014 2013
Sources of energy (MWh in thousands):
Generation:
Thermal:
Coal 1,60( 16% 2,15¢ 20%
Natural gas 991 10 1,20¢ 11
Total thermal 2,591 26 3,35¢ 31
Hydro 981 10 917 9
Wind 621 6 62¢ 6
Total generation 4,19:¢ 42 4,90¢ 46
Purchased power:
Term 3,78 38 3,881 8y
Hydro 867 8 901 8
Wind 16& 2 177 2
Spot 1,041 10 70z 7
Total purchased power 5,85¢ 58 5,66 54
Total system load 10,04¢ 10C% 10,56 10C%
Less: wholesale sales (899 (1,317
Retail load requirement 9,15¢ 9,25¢

Energy received from hydro resources during tre fialf of 2014 , from both PGE-owned generatiranid and purchased from
mid-Columbia projects, increased 2% compared via¢hfirst half of 2013 . These resources providgut@pmately 20% of the
Company’s retail load requirement during the firalf of 2014 and 2013 . Through June, total eneeggived from hydro
resources exceeded projected levels included iAthEfor 2014 by 2% , compared with the same peabd013 , which
exceeded such projected levels included in the Add 013 by 1% .

Energy from PGE-owned wind generating resourcegl¢Bi Canyon) decreased 1% in the first half of 26@rhpared to the first
half of 2013 , and represented 7% of the Compamyas! load requirement for the six months endeteJ0, 2014 and 2013 .
Energy received from Biglow Canyon fell short ohtlprojected in PGE’s AUT by 5% for the six mongmsled June 30, 2014
and 9% for the six months ended June 30, 2013 .

Actual NVPC , which consists of Purchased power and fuel exgpaasof Wholesale revenues, decreased approxingitel
million for the first half of 2014 compared withetffirst half of 2013 . The decrease was due to aléétine in total system load,
a 35% increase in the average wholesale salesgita 1%decline in the average variable power cost per Mjgdintially offset
by a 32% decrease in wholesale sales volume. E@ixhmonths ended June 30, 2014 and 2013 , &dYRC was $14 million
below baseline NVPC.

Production and distribution expense increased $6 million , or 5% , in the fiedf of 2014 compared with the first half of 2013
The increase is largely due to $4 million higheem@bing costs as a result of the Company’s owngiligheérest in Boardman
increasing to 80% from 65% on December 31, 201@n$tservice restoration costs, and labor werectillely $4 million

higher in 2014, and planned maintenance outagensepeat the PGE’s generation facilities in 2014evé2 million greater than
in 2013. Partially offsetting these increases w4 anillion decrease due to a reserve recordeleiitst quarter of 2013 related
to the Company’s benchmark bid, which was not $eteas a winning bid in the request for proposatéoewable resources
pursuant to PGE’s 2009 IRP.
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Cascade Crossing transmission projeatf $52 million in the first half of 2013 reflectee charge to expense of costs previously
recorded as CWIP.

Depreciation and amortizationexpense increased $24 million , or 19% , in the fialf of 2014 compared with the first half of
2013, with $16 million related to timing of thefdeal and amortization of costs of four capitadjpcts as authorized in the
Company’s 2011 General Rate Case. In the firstdfd013, PGE deferred for future recovery $8 millaf costs related to the
four projects and in the first half of 2014, then@many recorded $8 million of amortization experedated to the recovery of
these costs (offset in Retail revenues). In adulittapital additions increased Depreciation andrépation expense by $8
million.

Taxes other than income taxesxpense increased $3 million , or 6% , in the fiedf of 2014 compared with the first half of
2013, primarily due to higher property taxes reésglfrom increased property values.

Interest expensealecreased $2 million , or 4% , in the first hal26fLl4 compared with the first half of 2013 . A $iflion
increase related to an increase in the allowanckedoowed funds used during construction resulfingh a higher average
CWIP balance driven by the construction of PW2 tfand Tucannon River was partially offset by acréase related to an
increase in the average balance of debt outstarnmlitng first half of 2014.

Other income, netincreased $9 million in the first half of 2014 caaned with the first half of 2013 , primarily duedo $11
million increase in the allowance for equity funds usedhduronstruction from the higher average CWIP bedapartially offse
by a decrease in earnings from the Non-qualifietebieplan trust assets.

Income tax expenséncreased $24 million in the first half of 2014 quened with the first half of 2013 , with effectitex rates

of 24.4% and 18.8% , respectively. The increasésciome tax expense and the effective tax rat@@mnearily due to an increase
in estimated annual pre-tax income for 2014 conpaye013 , partially offset by a favorable incotae benefit in 2014 related
to an increase in the allowance for equity fund=duduring construction.

Liquidity and Capital Resources

Capital Requirements

The following table presents PGE's estimated caghirements for the years indicated (in millions;leding AFDC):

2014 2015 2016 2017 2018

Ongoing capital expenditurés $ 32C $ 30C $ 308 % 28C % 27¢
Port Westward Unit 2 13C 15 — — —
Tucannon River Wind Farm 39t 1C — — —
Carty Generating Station 11¢ 16¢ 35 — —
Hydro licensing and constructiéh 4C 20 10 5 5

Total capital expenditures $ 1,000 @ % 51C % 35C % 28t % 28(
Long-term debt maturities $ — $ 371t $ 67 $ 58 $ 75

(1) Consists primarily of upgrades to, and replaeet of, transmission, distribution, and generaiidrastructure, as well as new customer
connections.

(2) Relates primarily to modifications to the Caang’s hydro facilities to enhance fish passagesamdival, as required by conditions
contained in the operating licenses.

(3) Includes preliminary engineering and remowats, which are included in other net operatingaies in the condensed consolidated
statements of cash flows.

For additional information on PW2, Tucannon Rinard Carty, se&Capital Requirements and Financingh the Overview
section of this Item 2.
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For a discussion concerning PGE’s ability to fulsdfuture capital requirements, sS&ebt and Equity Financingsin this ltem
2.

Liquidity

PGE's access to short-term debt markets, includgiaglving credit from banks, helps provide necestiguidity to support the
Company’s current operating activities, includihg purchase of power and fuel. Long-term capigirements are driven
largely by capital expenditures for distributiorartsmission, and generation facilities to suppoti mew and existing custome
as well as debt refinancing activities. PGE’s litjtyi and capital requirements can also be signitiyaaffected by other working
capital needs, including margin deposit requireseslated to wholesale market activities, which wary depending upon the
Company’s forward positions and the correspondiigepcurves.

The following summarizes PGE’s cash flows for tleeiqds presented (in millions):

Six Months Ended June 30,

2014 2013

Cash and cash equivalents, beginning of period $ 107 % 12
Net cash provided by (used in):

Operating activities 30z 27¢

Investing activities (499 (259)

Financing activities 182 87
Change in cash and cash equivalents (10 107
Cash and cash equivalents, end of period $ 97 % 11¢

Cash Flows from Operating Activities—Cash flows from operating activities are generdfiyermined by the amount and
timing of cash received from customers and paymmaide to vendors, as well as the nature and anodunain-cash items, such
as depreciation and amortization, deferred incares, and pension and other postretirement barsfis included in net incor
during a given period. The $23 million increase@t cash flows from operating activities in thetfinalf of 2014 compared with
the first half of 2013 was largely due to an inse@ Net income, net of non-cash items, and aease in cash received from
the Bonneville Power Administration to be returtedustomers pursuant to the Residential Exchanggr&m. These increases
were partially offset by an increase in coal ineeptat the Company’s Boardman plant.

Cash provided by operations includes the recoveoustomer prices of non-cash charges for depreciand amortization. PGE
estimates that such charges in 2014 will range 88065 million to $305 million . Combined with othswurces, total cash
expected to be provided by operations is estimatednge from $540 million to $560 million .

Cash Flows from Investing Activities—Cash flows used in investing activities consisinatiily of capital expenditures related
to new construction and improvements to PGE's ithistion, transmission, and generation facilitieBe 235 million increase in
net cash used in investing activities in the firalf of 2014 compared with the first half of 2018sndriven by a $241 million
increase in capital expenditures resulting fromadestruction of three new generation projects (PW2annon River and
Carty).

The Company plans approximately $1 billion of calpéxpenditures for 2014 , which compares to 2@k8tal expenditures of
$656 million. PGE plans to fund the 20ddpital expenditures with cash expected to be géeefrom operations during 2014
discussed above, as well as with issuances ofséelrities. For additional
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information, seéCapital Requirements’and“Debt and Equity Financingsin the Liquidity and Capital Resources section of
this Item 2.

Cash Flows from Financing Activities—Financing activities provide supplemental cashbfath day-to-day operations and
capital requirements as needed. During the firdtdi@2014 , net cash provided by such activitieasisted of net proceeds
received from the issuances of term bank loan22%3$nillion , partially offset by the payment of/ilends of $43 million .
During the first half of 2013 , net cash providsdfinancing activities consisted of net proceed®ned from the issuance of
common stock in the amount of $47 million and FMBshe amount of $148 million, partially offset bye repayment of FMBs
of $50 million and commercial paper of $17 millipand the payment of dividends of $41 million .

Dividends on Common Stock

While the Company expects to pay regular quargitiidends on its common stock, the declarationnyf dividends is at the
discretion of the Company’s Board of Directors. Hmeount of any dividend declaration will dependufectors that the Board
of Directors deems relevant, which may include, agnather things, PGE’s results of operations andritial condition, future
capital expenditures and investments, and appbcadgulatory and contractual restrictions.

Common stock dividends declared during 2014 con$igte following:

Dividends
Declared Per
Declaration Date Record Date Payment Date Common Share
February 19, 2014 March 25, 2014 April 15, 2014 $ 0.27¢
May 7, 2014 June 25, 2014 July 15, 2014 0.28(
July 24, 2014 September 25, 2014 October 15, 2014 0.28(

Debt and Equity Financings

PGE'’s ability to secure sufficient long-term capétta reasonable cost is determined by its firerm@rformance and outlook,
capital expenditure requirements, alternativeslabla to investors, and other factors. The Compmaility to obtain and renew
such financing depends on its credit ratings, dbageon credit markets, both generally and focteie utilities in particular.
Management believes that the availability of créaliilities, the expected ability to issue lotagm debt and equity securities,
cash expected to be generated from operationsgeaufficient cash and liquidity to meet the Compsuanticipated capital and
operating requirements. However, the Company’stald issue long-term debt and equity could beegisely affected by
changes in capital market conditions.

PGE expects to fund 2014 estimated capital req@nesnwith cash from operations (which is expeatecnge from $540
million to $560 million ) and a combination of pe®xds from long-term bank loans and issuances of4:=NiBe balance of the
common stock available under the EFSA is expeddettissued in the first half of 2015, with nonpented in 2014.

Short-term DebtPGE has approval from the FERC to issue short-tiint up to a total of $900 million througlebruary 6, 201
and currently has the following unsecured revolinedit facilities:

« A $400 million syndicated credit facility scheduledexpire November 201,8anc
« A $300 million syndicated credit facility scheduledexpire December 2017

These revolving credit facilities supplement ogegtash flow and provide a primary source of Iitjtyi. Pursuant to the terms
of the agreements, the revolving credit facilitieay be used for general corporate purposes, bdokw@oemmercial paper
borrowings, and the issuance of standby lettecseufit.
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As of June 30, 2014 , PGE had no borrowings oudgtgnunder the revolving credit facilities, no coemtial paper outstanding,
and $9 million of letters of credit issued. As ahé 30, 2014 the aggregate available capacity under the revpleredit facilitie:
was $691 million .

Additionally, the Company has two letters of crddiilities under which it may issue letters ofditén an aggregate amount not
to exceed $60 million . As of June 30, 2014 , tlhenBany had $54 million of letters of credit issueith an aggregate available
capacity under the letters of credit facilitiesséf million .

Long-term DebtDuring the first half of 2014, PGE entered into tlwog-term debt transactions, which are descritedvin

* In May, PGE entered into an unsecured credeegent with certain financial institutions, undériet, the Company
may obtain four separate term loans in an aggregateipal amount of $305 millionDuring the second quarter of 20
PGE obtained three $75 million term loans, for ggragate amount of $225 million. The Company oletdithe fourth
term loan in the amount of $80 million on July 2014 . The interest rate for the loans is LIBORspI0 basis points.

The credit agreement expires October 30, 201%vhath time any amounts outstanding under the teans become due
and payable. Upon the occurrence of certain everdsfault, the Company’s obligations under thelitragreement may
be accelerated. Such events of default include payufefaults to lenders under the credit agreensemgnant defaults
and other customary defaults.

* In May, PGE entered into a bond purchase agreewith certain institutional buyers under whicle #Bompany agreed
to issue, in three tranches, an aggregate prinaipalunt of $280 million of FMBs as follows:

1. On or about August 15, 2014 , $100 million (#9%b Series FMBs due 2045
2. On or about October 15, 2014 , $100 milliod @#4% Series FMBs due 2046nc
3. On or about November 17, 2014 , $80 millior3 &% Series FMBs due 2024

As of June 30, 2014 , total long-term debt outstagnavas $2,141 million , of which $70 million maégrin January 2015 and is
classified as current. In addition, PGE owns $2llianiof its Pollution Control Revenue Bonds, whictay be remarketed at a
later date, at the Company’s option.

Equity.PGE has an EFSA, whereby a forward counterpartyob@d 11,100,000 shares of the Company’s commak $tom
third parties and such borrowed shares were sadgistered public offering in 2013. PGE recemexeeds from the sale of
the common stock when the EFSA is physically setile 2013, the Company issued 700,000 shares qnitrsoi the EFSA and
received net proceeds of $20 million. As of Jung2814 , the Company could have physically setthedEFSA by delivering
10,400,000 shares of PGE common stock to the fahsannterparty in exchange for cash of $281 millidine Company
anticipates physical settlement of the EFSA byvaei of newly issued shares on or before June Q15.2~or additional
information on the EFSA, see Note 6, Equity, in Nates to the Condensed Consolidated Financiat@ttts.

Capital StructurePGE's financial objectives include the balancinglebt and equity to maintain a low weighted ave@us of
capital while retaining sufficient flexibility to eet the Company’s financial obligations. The Conypattempts to maintain a
common equity ratio (common equity to total cordatied capitalization, including any current debturides) of approximately
50%. Achievement of this objective, while sustaingufficient cash flow, is necessary to maintairestment grade credit ratin
and allow access to long-term capital at the meatrfable interest rates available. PGE’s commoityecatios were 46.6% and
48.7% as of June 30, 2014 and December 31, 2@kpectively.

Credit Ratings and Debt Covenants

PGE's secured and unsecured debt is rated invesgrame by Moody’s Investors Service (Moody’s) &tdndard and Poor’s
Ratings Services (S&P). PGE'’s current credit ratiagd outlook are as follows:

Moody’s S&P
First Mortgage Bonds Al A-




Senior unsecured debt A3 BBB
Commercial paper Prime-2 A-2
Outlook Stable Stable

Should Moody’s and/or S&P reduce their credit am PGE’s unsecured debt to below investment gtadeCompany could

be subject to requests by certain of its wholesalmymodity and related transmission counterpattiggst additional
performance assurance collateral in connection igtprice risk management activities. The perfarogassurance collateral
can be in the form of cash deposits or lettergedit, depending on the terms of the underlyingeagrents, and are based on the
contract terms and commodity prices and can vamy fperiod to period. These cash deposits are issis Margin deposits,
which is included in Other current assets on PGBitdensed consolidated balance sheets, while #ayslef credit issued are
not reflected on the Company’s condensed conselidaalance sheets.

As of June 30, 2014 , PGE had posted approxim&gdymillion of collateral with these counterpartiesnsisting of $2 million

in cash and $18 million in letters of credit. Basedthe Company’s energy portfolio, estimates @rgyn market prices, and the
level of collateral outstanding as of June 30, 20t approximate amount of additional collatenat tcould be requested upo
single agency downgrade to below investment graaeapproximately $53 million and decreases to aqmately $29 million

by December 31, 2014 , and $21 million by Decen®iei2015. The amount of additional collateral ¢wild be requested upon
a dual agency downgrade to below investment gradeapproximately $125 million at June 30, 2014 dexteases to
approximately $90 million by December 31, 2014d &62 million by December 31, 2015.

PGE's financing arrangements do not contain ratinggers that would result in the acceleratiomegfuired interest and
principal payments in the event of a ratings dowdgr However, the cost of borrowing under the tifadilities would increase.

The issuance of FMBs requires that PGE meet eamtiogerage and security provisions set forth innkenture of Mortgage
and Deed of Trust securing the FMBs. PGE estintatson June 30, 2014 , under the most restricdsgance test in the
Indenture of Mortgage and Deed of Trust, the Commauld have issued up to approximately $846 nmillid additional FMBs.
Any issuances of FMBs would be subject to markedaemns and amounts could be further limited byulatory authorizations
or by covenants and tests contained in other fingragreements. PGE has the ability to releasegprpfrom the lien of the
Indenture of Mortgage and Deed of Trust under agediscumstances, including bond credits, depatfitsash, or certain sales,
exchanges or other dispositions of property.

PGE's credit facilities contain customary covenartd credit provisions, including a requirement ttmaits consolidated
indebtedness, as defined in the credit agreemen®s,.0% of total capitalization (debt ratio). AsJane 30, 2014 , the
Company’s debt ratio, as calculated under the tegpieements, was 53.4% .

Off-Balance Sheet Arrangements
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PGE has an EFSA, which the Company may settletivitlissuance of PGE common stock, for cash orhagessettlement from
time to time, in whole or part, through June 11120~or additional information on the EFSA, seedN®tEquity, in the Notes to
the Condensed Consolidated Financial Statements.

In May 2014, the Company entered into a the bomdhase agreement, under which PGE agreed to selrcenstitutional
buyers, in three tranches, an aggregate principalat of $280 million of FMBs. PGE expects to isthue FMBs between mid-
August and mid-November 2014. For further informatisee ‘Long-term Deli” in Note 2, Balance Sheet Components, in the
Notes to Condensed Consolidated Financial Stater

PGE has no other off-balance sheet arrangemerds thidgn outstanding letters of credit from timeitae that have, or are
reasonably likely to have, a material current durfe effect on its consolidated financial conditichanges in financial conditio
revenues or expenses, results of operations, Itguahpital expenditures or capital resources.

Contractual Obligations

PGE's contractual obligations for 2014 and beyamdsat forth in Part Il, ltem 7 of the Company’'sniial Report on Form 10-K
for the year ended December 31, 2013, filed viith$EC on February 14, 2014 . Such obligations hatehanged materially
as of June 30, 2014 , with the following exception:

» During the second quarter of 2014, PGE obtatheszk $75 million term loans pursuant to a cregitament, for an
aggregate amount of $225 million. The interest fatehe loans is based on LIBOR. The credit age@rexpires
October 30, 2015, at which time any amounts ontlstey under the term loans become due and payable.

Item 3. Quantitative and Qualitative Disclosures About Market Risk.
PGE is exposed to various forms of market risksigiimg primarily of fluctuations in commaodity pes, foreign currency
exchange rates, and interest rates, as well ai tedd There have been no material changes t&enaisks affecting the

Company from those set forth in Part Il, Item 7Ateé Company’s Annual Report on Form 10-K for tkearyended
December 31, 2013, filed with the SEC on Febrddry2014 .

ltem 4. Controls and Procedures.

Disclosure Controls and Procedur

PGE’s management, under the supervision and waélpdhnticipation of its Chief Executive Officer aGtlief Financial Officer,
has evaluated the effectiveness of the Compangtdatiure controls and procedures as required blpdixe Act Rule 13a-15(b)
as of the end of the period covered by this ref@ated on that evaluation, PGE’s Chief Executiviic®f and Chief Financial
Officer have concluded that, as of June 30, 2Qhdse disclosure controls and procedures weretiofiec

Changes in Internal Control over Financial Repogtin

There were no changes in PGE'’s internal controf fimancial reporting that occurred during the pdrcovered by this quarterly
report that have materially affected, or are reabbnlikely to materially affect, the Company’sénnal control over financial

reporting.

PART Il - OTHER INFORMATION

Item 1. Legal Proceedings.

For further information regarding PGE’s legal predmgs, seél.egal Proceedings’set forth in Part I, Item 3 of the Company’s
Annual Report on Form 10-K for the year ended Ddmam31, 2013 , filed with the SEC on February 11,2.

Sierra Club and Montana Environmental Information Center v. PPL Montana LLC, Avista Corporation, PugetSound




Energy, Portland General Electric Company, Northwesern Corporation, and PacifiCorp , U.S. District Court for the
District of Montana.

In September 2013, the plaintiffs filed an amendaaplaint that withdrew Title V and opacity clainaglded claims associated
with two 2011 projects, and expanded the scopemréin claims to encompass approximately 40 aduitiprojects. The CSES
co-owners have filed a motion to dismiss all of ¢ke@ms in the amended complaint. In April 2014 garties entered into an
agreement under which, following the court’'s dexisbn the motion to dismiss, plaintiffs will mowve@amend the complaint to
limit the scope of the claims to thirteen proje@s. May 22, 2014, the federal magistrate judgesidsurecommendation to deny
most of the motion to dismiss. The parties are timgaa final decision on the motion to dismiss.SThiatter is scheduled for trial

in June 2015.

Item 1A. Risk Factors.

There have been no material changes to PGE’sacthik set forth in Part I, Item 1A of the Compahnual Report on Form
10-K for the year ended December 31, 2013, filgd the SEC on February 14, 2014 .

Iltem 6. Exhibits.

Exhibit
Number Description

3.1 Third Amended and Restated Articles of Incorporatd Portland General Electric Company (incorpardig
reference to Exhibit 3.1 to the Company’s Curreep®t on Form 8-K filed May 9, 2014).

3.2 Tenth Amended and Restated Bylaws of Poriaaeral Electric Company (incorporated by referdnce
Exhibit 3.2 to the Company’s Current Report on F&HK filed May 9, 2014).

10.1 Credit Agreement dated May 7, 2014, between PattGeneral Electric Company, Wells Fargo Bank, Nwtio
Association, as Administrative Agent, and JPMorGduiase Bank, N.A., U.S. Bank National Associatiorg a
Bank of America, N.A. (incorporated by referencdetdnibit 10.1 to the Company’s Current Report omir8-K

filed May 9, 2014).

311 Certification of Chief Executive Officer.

31.2 Certification of Chief Financial Officer.

32 Certifications of Chief Executive Officer anti€f Financial Officer.
101.INS XBRL Instance Document.
101.SCH XBRL Taxonomy Extension Schema Document.
101.CAL XBRL Taxonomy Extension Calculation Linkbase Docuine
101.DEF XBRL Taxonomy Extension Definition Linklea®ocument.
101.LAB XBRL Taxonomy Extension Label Linkbase Document.
101.PRE XBRL Taxonomy Extension Presentation LagdoDocument.

Certain instruments defining the rights of holdefrsther long-term debt of the Company are omiggiecsuant to Item 601(b)(4)
(ii)(A) of Regulation S-K because the total amoohsecurities authorized under each such omitisgtument does not exceed
10% of the total consolidated assets of the Companlyits subsidiaries. The Company hereby agreksrnsh a copy of any
such instrument to the SEC upon request.
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SIGNATURE

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

PORTLAND GENERAL ELECTRIC COMPANY
(Registrant)

Date: July 28, 201¢ By: /s/ James F. Lobdell
James F. Lobdell

Senior Vice President of Finance,
Chief Financial Officer and Treasurer

(duly authorized officer and principal financial
officer)
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Exhibit 31.1
CERTIFICATION

I, James J. Piro, certify that:

1.

2.

Date:

I have reviewed this Quarterly Report on FofivQlof Portland General Electric Compe

Based on my knowledge, this report does notadom@ny untrue statement of a material fact ortanstate a material
fact necessary to make the statements made, indighe circumstances under which such statenveaits made, not
misleading with respect to the period covered ligy port;

Based on my knowledge, the financial statememd other financial information included in théeport, fairly present in
all material respects the financial condition, issaf operations and cash flows of the registeenof, and for, the period
presented in this report;

The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and
procedures (as defined in Exchange Act Rules 18a)yHnhd 15d-15(e)) and internal control over finaheporting (as
defined in Exchange Act Rules 13a-15(f) and 15d)15gr the registrant and have:

(a) Designed such disclosure controls and proesdor caused such disclosure controls and proesdioibe designed
under our supervision, to ensure that materiakrimégion relating to the registrant, including itsmsolidated
subsidiaries, is made known to us by others withdse entities, particularly during the period inieh this report is
being prepared,;

(b) Designed such internal control over financial réipgr, or caused such internal control over finah@gaorting to be
designed under our supervision, to provide readersdsurance regarding the reliability of financegorting and th
preparation of financial statements for externappsees in accordance with generally accepted atioguorinciples;

(c) Evaluated the effectiveness of the registgaditsclosure controls and procedures and presantbis report our
conclusions about the effectiveness of the discisantrols and procedures, as of the end of tHegeovered by
this report based on such evaluation; and

(d) Disclosed in this report any change in the regmtsanternal control over financial reporting thatoaed during th
registrant’s most recent fiscal quarter (the regrts fourth fiscal quarter in the case of an atmeport) that has
materially affected, or is reasonably likely to Brélly affect, the registrant’s internal contrelen financial
reporting; and

The registrant’s other certifying officer ankdve disclosed, based on our most recent evatuatimternal control over
financial reporting, to the registrant’s auditorglahe audit committee of the registrant’s boardigdctors (or persons
performing the equivalent functions):

(a) All significant deficiencies and material weakses in the design or operation of internal obotrer financial
reporting which are reasonably likely to adversadfect the registrant’s ability to record, processnmarize and
report financial information; and

(b) Any fraud, whether or not material, that involveamagement or other employees who have a signifioéanin the
registrant’s internal control over financial repogt

July 28, 2014 By: /s/ James J. Piro

James J. Piro
President and Chief Executive Officer



Exhibit 31.2
CERTIFICATION

I, James F. Lobdell, certify that:

1.

2.

Date:

I have reviewed this Quarterly Report on FofivQlof Portland General Electric Compe

Based on my knowledge, this report does notadom@ny untrue statement of a material fact ortanstate a material
fact necessary to make the statements made, indighe circumstances under which such statenveaits made, not
misleading with respect to the period covered ligy port;

Based on my knowledge, the financial statememd other financial information included in théeport, fairly present in
all material respects the financial condition, issaf operations and cash flows of the registeenof, and for, the period
presented in this report;

The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and
procedures (as defined in Exchange Act Rules 18a)yHnhd 15d-15(e)) and internal control over finaheporting (as
defined in Exchange Act Rules 13a-15(f) and 15d)15gr the registrant and have:

(a) Designed such disclosure controls and proesdor caused such disclosure controls and proesdioibe designed
under our supervision, to ensure that materiakrimégion relating to the registrant, including itsmsolidated
subsidiaries, is made known to us by others withdse entities, particularly during the period inieh this report is
being prepared,;

(b) Designed such internal control over financial réipgr, or caused such internal control over finah@gaorting to be
designed under our supervision, to provide readersdsurance regarding the reliability of financegorting and th
preparation of financial statements for externappsees in accordance with generally accepted atioguorinciples;

(c) Evaluated the effectiveness of the registgaditsclosure controls and procedures and presantbis report our
conclusions about the effectiveness of the discisantrols and procedures, as of the end of tHegeovered by
this report based on such evaluation; and

(d) Disclosed in this report any change in the regmtsanternal control over financial reporting thatoaed during th
registrant’s most recent fiscal quarter (the regrts fourth fiscal quarter in the case of an atmeport) that has
materially affected, or is reasonably likely to Brélly affect, the registrant’s internal contrelen financial
reporting; and

The registrant’s other certifying officer ankdve disclosed, based on our most recent evatuatimternal control over
financial reporting, to the registrant’s auditorglahe audit committee of the registrant’s boardigdctors (or persons
performing the equivalent functions):

(a) All significant deficiencies and material weakses in the design or operation of internal obotrer financial
reporting which are reasonably likely to adversadfect the registrant’s ability to record, processnmarize and
report financial information; and

(b) Any fraud, whether or not material, that involveamagement or other employees who have a signifioéanin the
registrant’s internal control over financial repogt

July 28, 2014 By: /s/ James F. Lobdell

James F. Lobdell

Senior Vice President of Finance,
Chief Financial Officer and Treasurer



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, James J. Piro, President and Chief Executifiegdfand James F. Lobdell, Senior Vice Presidéinance, Chief
Financial Officer and Treasurer, of Portland GehElactric Company (the “Company”), hereby certif\at the Company’s
Quarterly Report on Form 10-Q for the quarterlyigetended June 30, 2014 , as filed with the Sdearénd Exchange

Commission on July 29, 2014 pursuant to Sectioa)13{(the Securities Exchange Act of 1934 (the ‘&€, fully complies
with the requirements of that section.

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

/s/ James J. Piro /s/ James F. Lobdell
James J. Piro James F. Lobdell
President and Senior Vice President of Finance,
Chief Executive Officer Chief Financial Officer and Treasurer

Date: July 28, 2014 Date: July 28, 2014




