UNITED STATESOF AMERICA
BEFORE THE
FEDERAL ENERGY REGULATORY COMMISSION

Portland General Electric Company ) Docket No. EL 02-114-000
Enron Power Marketing, Inc.

PGE’'S RESPONSE
TO STATEMENT OF ASSERTED VIOLATIONS

To:  TheHonorable Jeffie J. Massey

Presiding Administrative Law Judge

Portland General Electric Company (“PGE”) responds to the Commission Staff’s
(“ Staff”) Statement of Asserted Violations dated November 14, 2002 (* Statement”). PGE does
not respond to Section |1 of the Statement, which does not assert violations against PGE.

|.A. FERC’sassertion of PGE'sinvolvement in specific Enron strategies.

| (A)(1) PGE deniesthe assertions contained in this paragraph. PGE further denies that
PGE violated any provisions of its Code of Conduct, that PGE's operating
personnel did not operate independently of EPMI, or that PGE granted EPMI
any undue preference.

| (A)(2) PGE admitsto the statementsin the first sentence of this paragraph up through
the word "sleeve." PGE denies the assertions contained in the balance of this
paragraph.
I (A)(2)(a) PGE denies that any of the transactions violated the SO Tariff.
I (A)(2)(b) PGE deniesthat any of the transactions constituted unjust and

unreasonabl e practices under Sections 205 and 206 of the
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Federal Power Act (“FPA”) or that the transactions adversely
affected marketsin California

I (A)(2)(c) PGE denies that its participation in the transactions viol ated
Enron’s “ Conduct of Business Affairs, Procedures for Use of
Communication Services and Equipment.” (“Conduct of
Business Affairs’). Furthermore, PGE denies that violation of
the Conduct of Business Affairs would constitute violation of
any statute or regulation enforced by the Commission.

PGE admits that a sleeve was used in the transactions. PGE deniesthat the

sleeves were used for the purposes stated in this assertion and PGE further

denies that such purposes would constitute a violation of any statute or
regulation enforced by the Commission.

I (A)(3)(a) PGE denies that use of the sleeves was improper or constituted
unjust and unreasonabl e practices under the FPA or that use of
the sleeves may have adversely impacted markets in California.

I (A)(3)(b) PGE deniesthat the use of sleeves violated its Code of Conduct.

I (A)(3)(c) PGE denies that the use of the sleeves violated the SO Tariff.

PGE denies that scheduling the transactions violated the IR Agreement.

Furthermore, PGE deniesthat it granted any undue preference to EPMI.

PGE denies that any of its personnel hasindicated a belief that the transactions

wereillegal or inappropriate. PGE admits that its personnel implemented the

transactions, but denies that there was any obligation for them to report any of

the transactions to ethics officials or PGE legal Staff.



I (A)(5)(a) PGE denies that its transmission personnel failed to function
independently by scheduling the transactions with EPMI.

| (A)(5)(b) PGE deniesthat the traders had any obligation under its Code of
Conduct to report the transactions to ethics officers or the legal
department.

I (A)(5)(c) PGE deniesitstraders had any obligation under Enron’s
Conduct of Business Affairs to report the transactions to ethics
officers or PGE's legal department. PGE further deniesthat a
violation of the Conduct of Business Affairs would represent a
violation of any regulation or statute enforced by the
Commission or of its Code of Conduct.

I (A)(5)(d) PGE deniesthat itstraders had any obligation under PGE’s
Energy Trading Policy and Procedure (“P&P") to report the
transactions to ethics officers or PGE's legal department. PGE
further denies that a violation of the P& P would represent a
violation of any regulation or statute enforced by the
Commission or of its Code of Conduct.

| (A)(6) PGE deniesthat there was any failure to monitor its employees or that there
was any violation of its Code of Conduct.

| (A)(7) PGE does not know the context of the statements referenced in this paragraph
or whether they in fact occurred. However, PGE denies that any such
expression of concern by a PGE trader could represent a violation of its Code

of Conduct.



| (A)(8) PGE deniesthat the transaction proposed by EPMI in 1999 imposed an
obligation on PGE to haveitslega and ethics staff review al proposed EPMI
transactions from that time forward or that its Code of Conduct required PGE’s
legal and ethics staff to review all EPMI transactions after 1999.

|.B. FERC’sassertion of PGE affiliate transaction posting violations.

1 (B) (2)(a) —(f) PGE admits to the number of posting violations listed in
subsections a-f. PGE denies the descriptions of the errors provided by Staff in
the Statement. The errors are properly described in the PGE self-reporting
letter sent to FERC. These violations were self-reported by PGE to the
Commission in thefirst half of 2002 when PGE discovered that they had
occurred.

| (B)(2) PGE admitsthat the posting errors violated its market-based rate tariff. These
violations were self-reported to the Commission in the first half of 2002.

| (B)(3) PGE admitsthat it did not have an adequate system in place for posting its
transactions with EPMI. As soon as PGE determined that this was the case,
PGE sdlf-reported the violations and acted to address the problem.

Conclusion
Other than the self-reported posting violations, PGE committed no violations of any
statute or regulation enforced by the Commission or of PGE's Code of Conduct. The other
asserted violations included in the Statement are unsupported by the facts known to PGE and/or
do not constitute violations of any statute or regulation enforced by the Commission or of PGE's
Code of Conduct. PGE reserves the right to amend this Response to conform to amendmentsin

the Statement made by Staff.



Nothing in this Response should be construed as reflecting PGE's agreement that the
violations asserted by Staff are within the scope of this proceeding or that they fall under the
jurisdiction of the Commission under the Federal Power Act, the Commission's Rules and
Regulations thereunder, or PGE's Code of Conduct. Once PGE has had the opportunity to review
testimony filed by Staff and interveners, PGE reserves the right to file motions to strike or
otherwise to limit the scope of this proceeding to that ordered by the Commission pursuant to its

authority under the Federal Power Act.
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