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This Official Statement speaks only as of its date, and the information contained herein is subject
to change without notice. Any statements made in this Official Statement involving matters of opinion or
estimates, whether or not so expressly stated, are set forth as such and not as representations of fact or
representations that the estimates will be realized.
No dealer, broker, salesman or other person has been authorized by the City, Portland General
Electric Company or the Underwriters to give any information or to make any representations, other than
as contained in this Official Statement, and if given or made, such other information or representations
must not be relied upon as having been authorized by the City, Portland General Electric Company or the
Underwriters. This Official Statement does not constitute an offer to sell or the solicitation of an offer to
buy the Series 2006 Bonds, nor shall there be any sale of the Series 2006 Bonds by any person, in any
jurisdiction in which it is unlawful for such persons to make such offer, solicitation or sale.
The Underwriters have provided the following sentence for inclusion in this Official Statement.
The Underwriters have reviewed the information in this Official Statement in accordance with, and as part
of, their responsibilities to investors under the federal securities laws as applied to the facts and
circumstances of this transaction, but the Underwriters do not guarantee the accuracy or completeness of
such information.
Neither the delivery of this Official Statement nor any sale made hereunder shall, under any
circumstances, create any implication that there has been no change in the affairs of the City, Portland
General Electric Company or Ambac Assurance Corporation since the date hereof.
IN CONNECTION WITH THE OFFERING OF THE SERIES 2006 BONDS, THE
UNDERWRITERS MAY OVER-ALLOT OR EFFECT TRANSACTIONS THAT STABILIZE OR
MAINTAIN THE MARKET PRICE OF SUCH BONDS AT LEVELS ABOVE THAT WHICH MIGHT
OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY
BE DISCONTINUED AT ANY TIME.
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OFFICIAL STATEMENT
Relating to
$21,370,000
CITY OF PORTLAND
HYDROELECTRIC POWER REVENUE REFUNDING BONDS, SERIES 2006
(FEDERALLY TAXABLE)
INTRODUCTION
This Official Statement, including the cover page, table of contents, appendices and documents
incorporated by reference, is being provided by the City of Portland (the “City”) to furnish information in
connection with the issuance by the City of $21,370,000 aggregate principal amount of City of Portland
Hydroelectric Power Revenue Refunding Bonds, Series 2006 (the “Series 2006 Bonds”). The Series
2006 Bonds are being issued to refund all of the City’s outstanding Hydroelectric Power Revenue Bonds
dated June 1, 1979 (the “1979 Bonds”) and all of the City’s outstanding Hydroelectric Power Revenue
Bonds, Series 1993 dated August 1, 1993 (the “1993 Bonds” and together with the 1979 Bonds, the
“Refunded Bonds”), to make a deposit to the Series 2006 Reserve Account and to pay costs of issuing the
Series 2006 Bonds.
The Series 2006 Bonds are being issued pursuant to Ordinance No. 179793, enacted by the City
Council on November 30, 2005 (the “Ordinance”), and pursuant to a Trust Indenture, to be dated as of
April 1, 2006 (the “Indenture”), between the City and U.S. Bank National Association, as trustee (the
“Trustee”). The Series 2006 Bonds and any Parity Obligations issued or incurred under the Indenture in
the future are referred to in this Official Statement as the “Bonds.” The Bonds are payable solely from
the Gross Revenues in the Gross Revenue Fund and from all amounts in the Debt Service Account
(collectively, the “Security”) pledged and assigned to the Trustee under the Indenture. Payment of the
principal of and premium, if any, and interest on the Series 2006 Bonds is also secured by and payable
from amounts in the Series 2006 Reserve Account. See “SECURITY AND SOURCES OF PAYMENT
FOR THE BONDS.” Currently, Gross Revenues consist primarily of payments to be made by Portland
General Electric Company (the “Company” or the “Purchaser”) pursuant to a Power Sales Agreement,
dated as of April 12, 1979, between the City and the Company (as it has been and may in the future be
amended, the “PGE Power Sales Agreement”). The PGE Power Sales Agreement, together with any
replacement power sales agreement executed in accordance with the Indenture, is referred to in this
Official Statement as the “Power Sales Agreement.” The PGE Power Sales Agreement provides for the
purchase by the Company of all of the power and energy generated by the Portland Hydroelectric Project
(the “Project”) during the term of the PGE Power Sales Agreement (the “Project Output”) and requires
the Company to pay to the City, in substantially equal, monthly installments, the Annual Power Cost,
including debt service on the Series 2006 Bonds, regardless of the amount of power or energy delivered.
The Company is responsible for making payments when due under the Power Sales Agreement, including
the amount required to be set aside by the City for the payment of the principal of and interest and
premium, if any, on the Series 2006 Bonds, but is not directly responsible for making payments under the
Indenture and is not directly guaranteeing the payment of the Series 2006 Bonds. See “THE
PORTLAND HYDROELECTRIC PROJECT” and “THE POWER SALES AGREEMENT.”
Capitalized terms used in this Official Statement and not defined have the meanings assigned to
such terms in the Indenture, a copy of which is included as Appendix A.

The City
The City, a municipal corporation of the State of Oregon (the “State”), was incorporated in 1851.
The City is located in the northwest region of the State at the confluence of the Columbia and Willamette
Rivers, approximately 65 miles from the Pacific Ocean. The City is the largest city in the State, with a
population of approximately 555,650 as of July 1, 2005. See “THE CITY” and “RECENT
DEVELOPMENTS CONCERNING THE CITY AND THE COMPANY.”
The Company
The Company was incorporated in Oregon in 1930 and is a single, integrated electric utility
engaged in the generation, purchase, transmission, distribution and retail sale of electricity in the State of
Oregon. The Company also sells electricity and natural gas in the wholesale market to utilities and power
marketers located throughout the western United States. See “THE COMPANY” and “RECENT
DEVELOPMENTS CONCERNING THE CITY AND THE COMPANY.”
The Project
The Project is owned by the City and operated by the Company and includes two hydroelectric
powerhouses on the Bull Run River, transmission lines, plant telemetry system, access road and water
quality intake structure. Total combined capacity of both powerhouses is 36 megawatts (“MW”). The
electric output capability of the project is subject to constraints such as reservoir level requirements,
turbidity control and the primary emphasis on water distribution for domestic purposes. See “THE
PORTLAND HYDROELECTRIC PROJECT.”
The Power Sales Agreement
The City and the Company entered into the PGE Power Sales Agreement on April 12, 1979. The
PGE Power Sales Agreement has been amended several times, and its term currently is stated to expire on
August 31, 2017 or on the date on which the City’s outstanding Revenue Bonds are paid or provision is
made for their retirement, whichever is later. “Revenue Bonds” is defined in the PGE Power Sales
Agreement to mean the Series 2006 Bonds and any other bonds or other obligations issued by the City
with the consent of the Company to finance or to refinance the Cost of Acquisition and Construction and
other costs in connection with the Project, or to refund previously issued Revenue Bonds, which Revenue
Bonds shall be payable solely from the revenues derived from the sale of power and energy under the
terms of the Power Sales Agreement and from any other Project revenues.
The PGE Power Sales Agreement provides that the City will sell to the Company and that the
Company will purchase the entire Project Output and that the Company will pay, among other amounts,
an amount equal to the Annual Power Cost, regardless of the amount of power or energy produced or
delivered. “Annual Power Cost” includes the amount required to be set aside by the City for the payment
of the principal of and interest and premium, if any, on all Revenue Bonds (“Debt Service”), any amount
required by the Indenture to replenish any debt service reserve fund established for Revenue Bonds and
the amount required to be deposited to the Renewal and Replacement Fund. The Company acknowledges
in the PGE Power Sales Agreement that the Company is unconditionally obligated to pay to the Trustee
the Debt Service on all outstanding Revenue Bonds, including the Series 2006 Bonds, in amounts and at
times that provide the Trustee with sufficient funds (without regard to any amounts in the Series 2006
Reserve Account) to pay the debt service on the Revenue Bonds when it is due. See “THE POWER
SALES AGREEMENT.”
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Security and Sources of Payment for the Bonds
As security for the payment of the Bonds, the Indenture provides for a pledge and assignment by
the City to the Trustee of the Security and, in the case of the Series 2006 Bonds, a pledge and assignment
of the amounts in the Series 2006 Reserve Account. The Series 2006 Bonds are special obligations of the
City that are payable solely from the Security and from the Series 2006 Reserve Account as provided in
the Indenture. The Series 2006 Bonds are not general obligations or liabilities of the City and are not a
charge on the taxing power or any assets of the City except the Security and the Series 2006 Reserve
Account. See “SECURITY AND SOURCES OF PAYMENT FOR THE BONDS.”
Series 2006 Bond Insurance
Pursuant to a commitment, Ambac Assurance Corporation (“Ambac Assurance” or the “Bond
Insurer”), has agreed, subject to the conditions set forth in its commitment, to guarantee the payment
when due of the scheduled principal of and interest on the Series 2006 Bonds pursuant to a financial
guaranty insurance policy (the “Policy”) to be issued simultaneously with the delivery of the Series 2006
Bonds.
Continuing Disclosure
Each of the City and the Company has covenanted for the benefit of the holders and beneficial
owners of the Series 2006 Bonds to provide certain financial information and operating data and to give
notices of certain events if material, to assist the Underwriters in complying with the requirements of
Securities and Exchange Commission Rule 15c2-12(b)(5). See “CONTINUING DISCLOSURE” and
Appendix E.
DESCRIPTION OF THE SERIES 2006 BONDS
The Series 2006 Bonds are to be issued in the aggregate principal amount of $21,370,000 and are
to mature, subject to prior redemption, on the date and are to bear interest at the rate shown on the cover
page of this Official Statement. Interest on the Series 2006 Bonds from the date of their delivery is
payable semiannually on April 1 and October 1, commencing October 1, 2006, and is to be calculated on
the basis of a 360-day year consisting of twelve 30-day months.
The Series 2006 Bonds are issuable in fully registered form in denominations of $5,000 and
integral multiples thereof, registered in the name of Cede & Co., as registered owner and nominee of The
Depository Trust Company (“DTC”). DTC is to act as securities depository for the Series 2006 Bonds.
Individual purchases of Series 2006 Bonds may be made only in book-entry form, and purchasers will not
receive certificates representing their interest in the Series 2006 Bonds purchased. Except as provided in
the Indenture, so long as Cede & Co. (or such other name as may be requested by an authorized
representative of DTC) is the registered owner of the Series 2006 Bonds, references in this Official
Statement to “Owners,” “Bondholders” or “Registered Owners” mean DTC and not the Beneficial
Owners of the Series 2006 Bonds. In this Official Statement, “Beneficial Owner means the person for
whom its DTC Participant acquires an interest in the Series 2006 Bonds. See “DTC and the Book-Entry
System” in Appendix B.
INTEREST ON THE SERIES 2006 BONDS IS NOT EXCLUDED FROM GROSS INCOME
FOR PURPOSES OF FEDERAL INCOME TAXATION. However, interest on the Series 2006 Bonds is
exempt from present personal income taxes imposed by the State of Oregon and by Multnomah County,
Oregon. See “TAX MATTERS.”
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Redemption
Optional Redemption. The Series 2006 Bonds are subject to optional redemption prior to their
maturity at the option of the City at the direction or with the written consent of the Company, as a whole
or in part on any date, at a redemption price equal to the greater of
• 100 percent of the principal amount of the Series 2006 Bonds to be redeemed; or
• the sum of the present values of the remaining scheduled payments of principal and interest on
the Series 2006 Bonds to be redeemed (exclusive of interest accrued to the date fixed for redemption)
discounted to the date fixed for redemption on a semiannual basis (assuming a 360-day year consisting of
twelve 30-day months) at the Treasury Rate (defined below) plus 12.5 basis points,
plus in each case, accrued and unpaid interest on the Series 2006 Bonds being redeemed to the date fixed
for redemption.
“Comparable Treasury Issue” means the U.S., Treasury security or securities selected by the
Independent Investment Banker that has an actual or interpolated maturity comparable to the remaining
average life of the applicable Series 2006 Bond to be redeemed and that would be utilized in accordance
with customary financial practice in pricing new issues of debt securities of comparable maturity to the
remaining average life of the Series 2006 Bond to be redeemed.
“Comparable Treasury Price” means, in respect of any redemption date for a particular
Series 2006 Bond, (1) the average of the Reference Treasury Dealer Quotations for such redemption date,
after excluding the highest and lowest Reference Treasury Dealer Quotations or (2) if the Independent
Investment Banker obtains fewer than four such Reference Treasury Dealer Quotations, the average of all
of such quotations.
“Independent Investment Banker” means one of the Reference Treasury Dealers appointed by the
City.
“Reference Treasury Dealer” means each of Goldman, Sachs & Co. and Citigroup Global
Markets Inc. and their respective successors and three other firms, specified by the City from time to time,
that are primary U.S. Government securities dealers in New York City (each a “primary Treasury
Dealer”); provided however, that if any of them ceases to be a Primary Treasury Dealer, the City will
substitute another Primary Treasury Dealer.
“Reference Treasury Dealer Quotations” means, in respect of each Reference Treasury Dealer
and any redemption date of a particular Series 2006 Bond, the average, as determined by the Independent
Investment Banker and communicated to the Trustee, of the bid and asked prices for the Comparable
Treasury Issue (expressed in each case as a percentage of its principal amount) quoted in writing to the
Independent Investment Banker and communicated to the Trustee by such Reference Treasury Dealer at
3:30 PM, New York City time, on the tenth day (or if such tenth day is not a Business Day, on the next
preceding Business Day) preceding such redemption date.
“Treasury Rate” means, in respect of any redemption date for a particular Series 2006 Bond, the
rate per annum equal to the semiannual equivalent yield to maturity or interpolated maturity of the
Comparable Treasury Issue, assuming that the Comparable Treasury Issue is purchased on the redemption
date for a price equal to the Comparable Treasury Price.
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Mandatory Sinking Fund Redemption. The Series 2006 Bonds are subject to mandatory
sinking fund redemption in part, at a redemption price equal to 100 percent of the principal amount
thereof, plus accrued interest to the date fixed for redemption, in the amounts and on October 1 of the
years shown in the table below.
Year

Principal Amount

2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016*
______________
*Maturity

$1,090,000
1,660,000
1,750,000
1,835,000
1,940,000
2,045,000
2,145,000
2,270,000
2,390,000
2,505,000
1,740,000

Series 2006 Bonds optionally redeemed or purchased for cancellation are to be credited as
directed by the Company against sinking fund requirements in the order requested by the Company.
Partial Redemption. If less than all of the Series 2006 Bonds are to be so redeemed, the
Series 2006 Bonds or portions thereof to be redeemed are to be selected by the Trustee in such manner as
the Trustee in its discretion may deem fair and appropriate. The Indenture provides that the portion of
any Series 2006 Bonds of a denomination of more than $5,000 to be redeemed will be in the principal
amount of $5,000 or any integral multiple thereof and that in selecting portions of such Series 2006
Bonds for redemption, the Trustee will treat each such Series 2006 Bond as representing that number of
such Series 2006 Bonds of $5,000 denomination that is obtained by dividing the principal amount of such
Series 2006 Bond to be redeemed in part by $5,000.
Notice of Redemption. Under the Indenture, the Trustee is required to give any notice of
redemption (which may be conditioned on receipt by the Trustee of funds sufficient to effect the
redemption) to the Owners of the Series 2006 Bonds to be redeemed (DTC so long as the book-entry
system with DTC is in effect) not less than 30 days or more than 60 days prior to the date fixed for
redemption.
Effect of Redemption. The Indenture provides that all Series 2006 Bonds, or portions thereof, so
called for redemption will cease to bear interest on the date fixed for redemption, provided that sufficient
funds for their redemption are then on deposit with the Trustee.
ESTIMATED SOURCES AND USES OF FUNDS
The proceeds of the Series 2006 Bonds, together with other available funds, are expected to be
applied as shown in the following table.
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Table 1
CITY OF PORTLAND, OREGON
Sources and Uses of Funds
Sources of Funds
Principal Amount of the Series 2006 Bonds
Available Fund Balances1
Total Sources

$21,370,000
4,154,752
$25,524,752

Uses of Funds
Deposit to Escrow for the Refunded Bonds
Deposit to Series 2006 Reserve Account2
Costs of Issuance3
Total Uses

$22,035,037
2,780,064
709,651
$25,524,752

___________________________
1 Represents amounts in the Interest Account, Principal and Sinking Fund Account and Debt
Service Reserve Fund created under the indenture for the 1979 Bonds and the amount in the
Subordinate Debt Service Account created under the indenture for the 1993 Bonds.
2 Represents an amount equal to the Series 2006 Reserve Requirement.
3 Represents costs of issuing the Series 2006 Bonds, including Underwriters’ discount, legal
and auditors’ fees and the premium for the Policy.

Plan of Refunding
A portion of the net proceeds of the sale of the Series 2006 Bonds is to be used, together with
other available funds, to refund the City’s 1979 Bonds, currently outstanding in the aggregate principal
amount of $20,975,000, and the City’s 1993 Bonds, currently outstanding in the aggregate principal
amount of $825,000. The 1979 Bonds are to be redeemed on October 1, 2006, at a redemption price of
100 percent of the principal amount thereof, plus interest accrued thereon to the date fixed for redemption.
The 1993 Bonds are to be redeemed on May 25, 2006 at a redemption price of 100 percent of the
principal amount thereof, plus interest accrued thereon to the date fixed for redemption.
To accomplish the refunding, Series 2006 Bond proceeds, together with amounts on deposit in the
debt service funds and the debt service reserve funds created under the indentures that secure the
Refunded Bonds, are to be deposited with the trustee for the Refunded Bonds as escrow agent (the
“escrow agent”) pursuant to an escrow deposit agreement. Funds deposited with the escrow agent are to
be applied to purchase non-callable, direct obligations of the United States of America (the “Government
Obligations”), the principal of which, when due, will provide money sufficient to pay the redemption
price of and the interest on the Refunded Bonds. See “VERIFICATION.”
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Table 2
CITY OF PORTLAND, OREGON
Refunded Bonds
Hydroelectric Power Revenue Bonds 1979
Hydroelectric Power Revenue Refunding Bonds, Series 1993
Refunded
Series

Dated
Date

Maturities
Refunded

CUSIP
No. 736707

Original
Maturity
Amount

Amount
Outstanding(1)

Refunded
Amount

Redemption
Date

Redemption
Price

1979

6/1/1979

10/1/2016

AY6

$23,200,000

$20,975,000

$20,975,000

10/1/2006

100%

1993

8/1/1993

10/1/2006

CG3

825,000

825,000

825,000

5/25/2006

100

$21,800,000

$21,800,000

Total

_____________
(1) A portion of the Series 1979 Bonds maturing on October 1, 2016 was redeemed previously.
Source: City of Portland.

SECURITY AND SOURCES OF PAYMENT FOR THE BONDS
The Security
As security for the Bonds, the Indenture provides for a pledge and assignment of the Security and,
in the case of the Series 2006 Bonds, a pledge and assignment also of the Series 2006 Reserve Account.
“Security” includes all Gross Revenues in the Gross Revenue Fund and all amounts in the Debt Service
Account, but does not include any amounts in the Renewal and Replacement Fund, in the Surplus Fund or
in any reserve account that might be created in the future to secure the payment of Parity Obligations.
“Gross Revenues” is defined in the Indenture to mean (a) all amounts due to the City under a Power Sales
Agreement; (b) any amount by which the City is entitled to reduce its payments as a customer of the
Purchaser due to a failure by the Purchaser to make any payment that the Purchaser is required to make to
the Trustee under the Power Sales Agreement (the “City Offsets”); and (c) if no Power Sales Agreement
is in effect, any net revenues the City receives from the sale of power from the Project. Pursuant to the
Indenture and to Oregon Revised Statutes (“ORS”) 288.594, the pledges of the Security and of the
Series 2006 Reserve Account are valid and binding from the time of delivery of the Indenture, and the
amounts so pledged and thereafter received will be immediately subject to the lien of such pledges
without any physical delivery or further act; and the lien of the pledge will be superior to all other claims
and liens whatsoever.
In the PGE Power Sales Agreement, the Company agrees to pay to the Trustee for the account of
the City, in substantially equal, monthly installments for each Contract Year (September 1 – August 31)
based upon projected costs for that year and regardless of the amount of power or energy delivered under
the PGE Power Sales Agreement, an amount equal to the Annual Power Cost, including the amount
required by the Indenture to be set aside by the City for the payment of Debt Service. See “THE POWER
SALES AGREEMENT” for a description of the “Annual Power Cost.”
The Indenture provides that if a Purchaser defaults in its obligations under the Power Sales
Agreement, the City, with the prior written consent of Ambac Assurance, may terminate the Power Sales
Agreement only if either (i) the sum, in any six-month period, of the payments made to the Trustee by the
Purchaser, plus the City Offsets for that six-month period, are less than the Annual Power Cost as defined
in the PGE Power Sales Agreement or (ii) the City obtains the consent of Ambac Assurance and, in the
case of Parity Obligations, the consent of the Owners (or of the Bond Insurers who are treated as Owners)
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of more than fifty percent of the Outstanding principal amount of Bonds. The Indenture also provides
that if the City does terminate a Power Sales Agreement, the City will, at the direction of Ambac
Assurance and, in the case of Parity Obligations, at the direction of the Owners (or Bond Insurers that are
treated under the Indenture as Owners as described above) of more than fifty percent of the Outstanding
principal amount of Bonds and to the extent then permitted by law (i) sell power from the Project and
transfer to the Trustee for deposit to the Gross Revenue Fund the power sale revenues that remain after
payment of reasonable operation and maintenance expenses of the Project; or (ii) enter into a replacement
Power Sales Agreement that matches, to the extent practical, the terms of the PGE Power Sales
Agreement. See Section 6.1 of the Indenture in Appendix A.
The City covenants in the Indenture that the City will enforce each Power Sales Agreement in
accordance with its terms. The City also covenants that it will not amend or grant a waiver or consent
under or with respect to the Power Sales Agreement to decrease any payments from the Purchaser that are
to be in the Debt Service Account or any reserve account for the Bonds, unless the City first obtains the
consent of all Bond Insurers with Bond Insurance Policies that are then in effect and the consent of the
Owners of a majority in aggregate principal amount of any affected Bonds that are not secured by a Bond
Insurance Policy. The Indenture permits the City to grant a waiver or consent under or with respect to the
Power Sales Agreement in any other way that the City reasonably determines is not materially adverse to
the interests of Owners, with the prior written consent of Ambac Assurance but without the consents of
the Owners or any other Bond Insurers. See Sections 6.1 and 10.3 of the Indenture in Appendix A. The
Indenture also permits the City, with the prior written consent of Ambac Assurance, to amend the
Indenture under certain circumstances. See Sections 10.1 and 10.2 of the Indenture in Appendix A.
Flow of Funds
Under the Indenture, the City is required to pay, or to cause to be paid, to the Trustee all Gross
Revenues for credit to the Gross Revenue Fund. The Indenture requires the Trustee to make transfers
from the Gross Revenue Fund to the following special funds established under the Indenture, in the
following order of priority. See Section 3.2 of the Indenture in Appendix A.
1. The Debt Service Account. Not later than the twentieth day of each calendar month (or on
the first Business Day thereafter if the twentieth day is not a Business Day) beginning April 20, 2006, the
Trustee is required to transfer to the Debt Service Account for the payment of debt service on the Bonds,
an amount equal to (i) one-sixth of the Bond interest to become due on October 1, 2006 and thereafter,
one-sixth of the Bond interest to become due on the next ensuing Bond interest payment date; and
(ii) one-sixth of the Bond principal to become due on October 1, 2006 and thereafter, one-twelfth of the
Bond principal to become due on the next ensuing Bond principal payment date. The Trustee is not
required to make a transfer to the Debt Service Account at any time during any Bond Year (October 2 –
October 1 of the following year) if amounts then on deposit in the Debt Service Account are sufficient
and available to pay Bond principal, premium, if any, and interest that is due during that Bond Year.
The Indenture provides that earnings on amounts in the Debt Service Account are to be credited
to the Debt Service Account when received by or available to the Trustee. Any balance in the Debt
Service Account on the first Business Day of each Bond Year, after payment of any Bond principal and
interest and premium, if any, that was due on the preceding October 1, is to be held in the Debt Service
Account and applied to reduce the amount of the last transfer to the Debt Service Account required to be
made under the Indenture for that Bond Year. The Indenture also provides that on any Series 2006
Valuation Date (October 2 of each year, or on the next Business Day if October 2 is not a Business Day)
the Trustee is to transfer any excess funds from the Series 2006 Reserve Account to the Debt Service
Account. If on the Business Day prior to any Series 2006 Bond payment date the amount in the Debt
Service Account is not sufficient to the principal, interest or premium that is due on the Series 2006
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Bonds on that payment date, the Trustee is required to transfer to the Debt Service Account from the
Series 2006 Reserve Account, an amount equal to the deficiency (or the entire balance in the Series 2006
Reserve Account if less than the amount of the deficiency). The Company is required under the Power
Sales Agreement to replenish the Series 2006 Reserve Account in monthly installments during the next
Contract Year (September 1 – August 31). See Section 3.4 of the Indenture in Appendix A.
2. Series 2006 Reserve Account. If on a Series 2006 Valuation Date, the balance on deposit in
the Series 2006 Reserve Account is less than the Series 2006 Reserve Requirement, the PGE Power Sales
Agreement requires the Purchaser to begin making monthly payments to the Trustee for transfer to the
Series 2006 Reserve Account until the amount in the Series 2006 Reserve Account is equal to the Series
2006 Reserve Requirement. Under the PGE Power Sales Agreement, monthly payments to replenish the
amount in the Series 2006 Reserve Account may be made over a period of 12 months, commencing with
the first month of the Contract Year (September 1 – August 31) that follows the Series 2006 Valuation
Date. See “—The Series 2006 Reserve Account” below. If on a Series 2006 Valuation Date the amount
on deposit in the Series 2006 Reserve Account is greater than the amount of the Series 2006 Reserve
Requirement, the City is required to direct the Trustee to transfer the excess to the Debt Service Account
to be used only to pay Series 2006 Bond principal, interest and premium, if any, and not to pay any Parity
Obligations.
3. Renewal and Replacement Fund. The Renewal and Replacement Fund is to be funded
initially with $8,000,000 to be transferred from the renewal and replacement fund held by the trustee for
the 1979 Bonds. In addition, after making the transfers to the Debt Service Account and to the Series
2006 Reserve Account, the Trustee is to transfer to the Renewal and Replacement Fund the amounts
described in the PGE Power Sales Agreement and all net proceeds from the disposition of any part of the
Project. Earnings on amounts in the Renewal and Replacement Fund are to be retained in the Renewal
and Replacement Fund.
The Renewal and Replacement Fund is not part of the Security and is not pledged to the payment
of the Bonds. Amounts on deposit in the Renewal and Replacement Fund are to be used for any repairs,
renewals or replacements of the Project or for replacement or purchase of equipment or property for use
in its operations as designated in a written request by the City to the Trustee. Amounts in the Insurance
Subaccount may be used by the City or the Purchaser for costs of repairs, renewals or replacements made
as a result of direct physical loss of, damage to or destruction of the Project. The Indenture provides that
if on the last Business Day of August in any year the balance in the Renewal and Replacement Fund
(excluding any amounts in the Insurance Subaccount) exceeds the level required to be maintained therein
under the PGE Power Sales Agreement, the City shall instruct the Trustee to transfer the excess on
deposit in the Renewal and Replacement Fund to the Debt Service Account. See “THE POWER SALES
AGREEMENT—The Renewal and Replacement Fund.”
4.
Surplus Fund. After the transfers to the Debt Service Account, the Reserve Account and
the Renewal and Replacement Fund have been made for a calendar month, any amounts remaining in the
Gross Revenue Fund are to be deposited in the Surplus Fund. The Surplus Fund is an account separate
from the Gross Revenue Fund, is not part of the Security and is not pledged to the payment of the Bonds.
Any amounts on deposit in the Surplus Fund are to be paid at the written direction of the City.
The Series 2006 Reserve Account
The Indenture provides for the creation by the Trustee of a Reserve Account for the Series 2006
Bonds. The Indenture provides that the Series 2006 Reserve Account secures only the Series 2006
Bonds. Under the Indenture, the City may create and pledge additional Reserve Accounts to secure one
or more series of Parity Obligations and may determine a separate Reserve Requirement for each such
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account. The Indenture permits the Reserve Requirement to be satisfied by a deposit of cash or of one or
more Reserve Credit Facilities (as defined in the Indenture). Any withdrawals from the Reserve Account
to pay debt service on Bonds secured by a Reserve Account are to be made first from cash on deposit in
such Reserve Account, second from the liquidation proceeds of any Permitted Investments in such
Reserve Account and third from moneys drawn or paid under any Reserve Credit Facilities. See the
definition of “Reserve Credit Facilities” and Sections 3.4 and 3.5 of the Indenture in Appendix A.
For the Series 2006 Bonds, the Series 2006 Reserve Requirement is an amount equal to the
maximum debt service due in any Bond Year on all Outstanding Series 2006 Bonds and is to be funded
with cash or Permitted Investments. Except as described in Section 3.5 of the Indenture, withdrawals
from the Series 2006 Reserve Account may be made only to pay the principal, interest and premium, if
any, on Series 2006 Bonds if amounts in the Debt Service Account are not sufficient to make those
payments. Amounts on deposit in the Series 2006 Reserve Account may be invested in Permitted
Investments that mature no later than the final maturity date of the Series 2006 Bonds. Permitted
Investments in the Series 2006 Reserve Account are to be valued by the Trustee on each October 2 (or on
the first Business Day thereafter if October 2 is not a Business Day).
Parity Obligations
The Indenture permits the City to issue or to incur additional obligations that are secured by a lien
on the Security on a parity with the lien of the Series 2006 Bonds to repair, replace, improve or expand
the Project or to refund Bonds, but only if the Power Sales Agreement then in effect requires the
Purchaser to pay amounts equal to all debt service on the Parity Obligations and only if no default has
occurred and is continuing under the Indenture. The Indenture provides that the Parity Obligations shall
be secured by a pledge of the Security that is on a parity with the pledge of the Security to the Series 2006
Bonds but that Parity Obligations have no claim on the Series 2006 Reserve Account. The PGE Power
Sales Agreement requires that the Company consent to the issuance of Parity Obligations to be paid by
the Company. See “THE POWER SALES AGREEMENT” below and Article 5 of the Indenture in
Appendix A.
Covenants and Remedies
The Indenture contains a number of covenants by the City and provides remedies the Trustee
may, or may be required to, exercise in the event of certain defaults. See Articles 6 and 7 in Appendix A.
Series 2006 Bond Insurance
Payment Pursuant to Financial Guaranty Insurance Policy. Ambac Assurance has made a
commitment to issue a financial guaranty insurance policy (the “Financial Guaranty Insurance Policy”)
relating to the Series 2006 Bonds effective as of the date of issuance of the Series 2006 Bonds. Under the
terms of the Financial Guaranty Insurance Policy, Ambac Assurance will pay to The Bank of New York,
New York, New York or any successor thereto (the “Insurance Trustee”) that portion of the principal of
and interest on the Series 2006 Bonds which shall become Due for Payment but shall be unpaid by reason
of Nonpayment by the Obligor (as such terms are defined in the Financial Guaranty Insurance Policy).
Ambac Assurance will make such payments to the Insurance Trustee on the later of the date on which
such principal and interest becomes Due for Payment or within one business day following the date on
which Ambac Assurance shall have received notice of Nonpayment from the Trustee. The insurance will
extend for the term of the Series 2006 Bonds and, once issued, cannot be canceled by Ambac Assurance.
The Financial Guaranty Insurance Policy will insure payment only on stated maturity dates and
on mandatory sinking fund installment dates, in the case of principal, and on stated dates for payment, in
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the case of interest. If the Series 2006 Bonds become subject to mandatory redemption and insufficient
funds are available for redemption of all outstanding Series 2006 Bonds, Ambac Assurance will remain
obligated to pay principal of and interest on outstanding Series 2006 Bonds on the originally scheduled
interest and principal payment dates including mandatory sinking fund redemption dates. In the event of
any acceleration of the principal of the Series 2006 Bonds, the insured payments will be made at such
times and in such amounts as would have been made had there not been an acceleration.
In the event the Trustee has notice that any payment of principal of or interest on a Series 2006
Bond which has become Due for Payment and which is made to a Holder by or on behalf of the Obligor
has been deemed a preferential transfer and theretofore recovered from its registered owner pursuant to
the United States Bankruptcy Code in accordance with a final, nonappealable order of a court of
competent jurisdiction, such registered owner will be entitled to payment from Ambac Assurance to the
extent of such recovery if sufficient funds are not otherwise available.
The Financial Guaranty Insurance Policy does not insure any risk other than Nonpayment, as
defined in the Policy. Specifically, the Financial Guaranty Insurance Policy does not cover:
1. payment on acceleration, as a result of a call for redemption (other than mandatory sinking
fund redemption) or as a result of any other advancement of maturity.
2. payment of any redemption, prepayment or acceleration premium.
3. nonpayment of principal or interest caused by the insolvency or negligence of any Trustee,
Paying Agent or Bond Registrar, if any.
If it becomes necessary to call upon the Financial Guaranty Insurance Policy, payment of
principal requires surrender of Series 2006 Bonds to the Insurance Trustee together with an appropriate
instrument of assignment so as to permit ownership of such Series 2006 Bonds to be registered in the
name of Ambac Assurance to the extent of the payment under the Financial Guaranty Insurance Policy.
Payment of interest pursuant to the Financial Guaranty Insurance Policy requires proof of Holder
entitlement to interest payments and an appropriate assignment of the Holder’s right to payment to
Ambac Assurance.
Upon payment of the insurance benefits, Ambac Assurance will become the owner of the Series
2006 Bonds, appurtenant coupon, if any, or right to payment of principal or interest on such Series 2006
Bonds and will be fully subrogated to the surrendering Holder’s rights to payment.
Ambac Assurance Corporation. Ambac Assurance Corporation (“Ambac Assurance”) is a
Wisconsin-domiciled stock insurance corporation regulated by the Office of the Commission of Insurance
of the State of Wisconsin and licensed to do business in 50 states, the District of Columbia, the Territory
of Guam, the Commonwealth of Puerto Rico and the U.S. Virgin Islands, with admitted assets of
approximately $8,994,000,000 (unaudited) and statutory capital of $5,649,000,000 (unaudited) as of
December 31, 2005. Statutory capital consists of Ambac Assurance’s policyholders’ surplus and
statutory contingency reserve. Standard & Poor’s Credit Markets Services, a Division of The McGrawHill Companies, Moody’s Investors Service and Fitch Ratings have each assigned a triple-A financial
strength rating to Ambac Assurance.
Ambac Assurance has obtained a ruling from the Internal Revenue Service to the effect that the
insuring of an obligation by Ambac Assurance will not affect the treatment for federal income tax
purposes of interest on such obligation and that insurance proceeds representing maturing interest paid by
Ambac Assurance under policy provisions substantially identical to those contained in its Financial
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Guaranty insurance policy shall be treated for federal income tax purposes in the same manner as if such
payments were made by the Obligor of the Series 2006 Bonds.
Ambac Assurance makes no representation regarding the Series 2006 Bonds or the advisability of
investing in the Series 2006 Bonds and makes no representation regarding, nor has it participated in the
preparation of, the Official Statement other than the information supplied by Ambac Assurance and
presented under the heading “Series 2006 Bond Insurance.”
Available Information. The parent company of Ambac Assurance, Ambac Financial Group,
Inc. (“Ambac Financial Group”), is subject to the information requirements of the Securities Exchange
Act of 1934, as amended (the “Exchange Act”), and in accordance therewith files reports, proxy
statements and other information with the Securities and Exchange Commission (the “SEC”). These
reports, proxy statements and other information can be read and copied at the SEC’s public reference
room at 100 F Street, N.E., Room 1580, Washington, D.C. 20549. Please call the SEC at 1-800-SEC0330 for further information on the public reference room. The SEC maintains an internet site at
http://www.sec.gov that contains reports, proxy and information statements and other information
regarding companies that file electronically with the SEC, including Ambac Financial Group. These
reports, proxy statements and other information can also be read at the offices of the New York Stock
Exchange, Inc. (“NYSE”), 20 Broad Street, New York, New York 10005.
Copies of Ambac Assurance’s financial statements prepared in accordance with statutory
accounting standards are available from Ambac Assurance. The address of Ambac Assurance’s
administrative offices and its telephone number are One State Street Plaza, 19th Floor, New York, New
York, 10004 and (212) 668-0340.
Incorporation of Certain Documents by Reference. The following document filed by Ambac
Financial Group with the SEC (File No. 1-10777) is incorporated by reference in this Official Statement:
Ambac Financial Group’s Annual Report on Form 10-K for the fiscal year ended December 31,
2005 and filed on March 13, 2006.
All documents subsequently filed by Ambac Financial Group pursuant to the requirements of the
Exchange Act after the date of this Official statement will be available for inspection in the same manner
as described above in “Available Information.”
Rights of the Series 2006 Bond Insurer
The Indenture provides a number of rights to Ambac Assurance, in some cases in lieu of rights
the Indenture otherwise provides to the Owners of the Series 2006 Bonds. Ambac Assurance’s consent is
required in lieu of Owner consent (when required) for the execution and delivery of any supplement or
amendment, change to or modification of the Indenture or the Power Sales Agreement; the removal of the
Trustee; and any other action that requires Owner consent. The Indenture also provides that Ambac
Assurance may control and direct the enforcement of all rights and remedies granted to the Owners or to
the Trustee and provides that Ambac Assurance may vote on behalf of the Owners of Series 2006 Bonds
in the event of any insolvency or reorganization. See Section 10.9 and Article 11 of the Indenture in
Appendix A.
Defeasance
The Indenture permits all or a portion of the Bonds to be defeased and deemed paid and
discharged prior to maturity upon compliance by the City with the conditions set forth in the Indenture.
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See Section 8.2 of the Indenture in Appendix A and “TAX MATTERS—Certain Federal Income Tax
Consequences – Disposition or Retirement.”
DEBT SERVICE
The following is a schedule of the debt service requirements of the Series 2006 Bonds.
Table 3
CITY OF PORTLAND, OREGON
Debt Service Requirements of the Series 2006 Bonds
Year Ending
October 1
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
Total

Principal

Interest

$1,090,000
1,660,000
1,750,000
1,835,000
1,940,000
2,045,000
2,145,000
2,270,000
2,390,000
2,505,000
1,740,000
$21,370,000

$ 577,018
1,120,064
1,028,383
931,730
830,383
723,237
610,292
491,823
366,451
234,451
96,100
$7,009,933*

Total
$1,667,018
2,780,064
2,778,383
2,766,730
2,770,383
2,768,237
2,755,292
2,761,823
2,756,451
2,739,451
1,836,100
$28,379,933*

______________
* Totals may not add due to rounding.

THE CITY
The City of Portland, a municipal corporation of the State of Oregon, was incorporated in 1851.
The City is located in the northwest region of the State at the confluence of the Columbia and Willamette
Rivers, approximately 65 miles from the Pacific Ocean. The City is the largest city in the State, with an
estimated population of 555,650 as of July 1, 2005.
The City has operated under a modified commission form of government since 1913. The City
Council is composed of a Mayor and four Commissioners elected at large to four-year overlapping terms.
Each performs legislative and administrative functions and heads one of the five operating departments of
the City: Department of Finance and Administration; Department of Public Affairs; Department of Public
Safety; Department of Public Utilities; and Department of Public Works. The Mayor, the four
Commissioners and the Auditor comprise the City’s six elected officials. All are elected at large on a
non-partisan basis and serve four-year terms. Commissioners are elected to numbered positions, with
Position One and Position Four and the Mayor decided in one election, and Positions Two and Three
decided two years later. The staggered election schedule avoids a complete change of elected officials in
any one year, except under unusual circumstances.
The administration of the Project is conducted by the City’s Bureau of Hydroelectric Power,
which reports to the Bureau of Water Works and to the Commissioner of Public Safety. See “RECENT
DEVELOPMENTS CONCERNING THE CITY AND THE COMPANY.”
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THE COMPANY
Portland General Electric Company was incorporated in Oregon in 1930. The Company is a
single, integrated electric utility engaged in the generation, purchase, transmission, distribution and retail
sale of electricity in the State of Oregon. The Company also sells electricity and natural gas in the
wholesale market to utilities and power marketers located throughout the western United States. The
Company’s service area is located entirely within the State of Oregon and includes 52 incorporated cities,
of which the City and Salem are the largest, within a state-approved service area allocation of
approximately 4,000 square miles. The Company estimates that at the end of 2005, the Company’s
service area had a population of approximately 1.5 million, comprising approximately 43 percent of the
State’s population. At December 31, 2005, the Company served approximately 780,000 retail customers.
Currently, the Company is a wholly-owned subsidiary of Enron Corp. (“Enron”). On December
2, 2001, Enron and certain of its subsidiaries filed to initiate bankruptcy proceedings under Chapter 11 of
the federal Bankruptcy Code. The Company was not included in the filing, but the common stock of the
Company is held by Enron as part of Enron’s bankruptcy estate. Enron has announced that in accordance
with its Chapter 11 Plan, Enron plans to distribute Company common stock to creditors of Enron and its
reorganized debtor subsidiaries (collectively, the “Debtors”) holding allowed claims. Current Company
common stock is to be cancelled and shares of new Company common stock is to be distributed over time
to the Debtors’ creditors. Initially, the Company plans to issue at least 30 percent of the new Company
common stock to Debtors’ creditors holding allowed claims, with the remainder issued to a Disputed
Claims Reserve (the “DCR”) where it is to be held to be released over time to the Debtors’ creditors
holding allowed claims in accordance with the Chapter 11 Plan. Following the issuance of the new
Company common stock, expected to take place on or about April 3, 2006, the Company will no longer
be a subsidiary of Enron. Distribution of the new Company common stock has been approved by the
required regulatory agencies. The Oregon Public Utility Commission (“OPUC”) issued an order (the
“OPUC Order”) approving the Company’s application to issue new common stock to the Debtors’
creditors and the application of the dispersing agent for the DCR (the “Dispersing Agent”) to hold more
than five percent of the new common stock and to vote not more than 70 percent of the new common
stock, in December 2005. The City, however, has appealed the OPUC Order to the Marion County
Circuit Court and the Oregon Court of Appeals. See “—Incorporation of Certain Documents by
Reference” and “RECENT DEVELOPMENTS CONCERNING THE CITY AND THE COMPANY.”
The principal offices of the Company are located at 121 S.W. Salmon Street, Portland, Oregon
97204; the telephone number is (503) 464-8000.
Available Information
The Company is subject to the informational requirements of the Securities Exchange Act of
1934 (the “Exchange Act”) and, in accordance therewith, file reports and other information with the
Securities and Exchange Commission (the “SEC”).
Incorporation of Certain Documents by Reference
The following documents, filed with the SEC by the Company, are incorporated by reference in
this Official Statement with the consent of the Company.
1. The Company’s Annual Report on Form 10-K for the year ended December 31, 2005 filed on
March 16, 2006.
2. The Company’s Current Report on Form 8-K filed on March 17, 2006.
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3. The Company's Current Report on Form 8-K filed on March 27, 2006.
All documents filed by the Company pursuant to Section 13, 14 or 15(d) of the Exchange Act
after the date of this Official Statement and prior to the termination of the offering hereunder shall be
deemed to be incorporated by reference in this Official Statement and to be part hereof from the date of
the filing of such reports. Documents filed by the Company pursuant to the Exchange Act can be read
and copied at the SEC’s public reference room at 100 F Street, N.E., Room 1580, Washington, D.C.
20549. Please call the SEC at 1-800-SEC-0330 for further information on the public reference room.
The SEC maintains an internet site at http://www.sec.gov that contains reports, proxy and information
statements and other information regarding companies that file electronically with the SEC. The
Company also makes available its Form 10-K, Forms 10-Q and Forms 8-K and all amendments to those
reports as soon as reasonably practicable after they are electronically filed with or furnished to the SEC.
These reports are available free of charge through the Company’s website: www.portlandgeneral.com,
About PGE, Corporate Information, Financial Reports. The information contained at the Company’s
website is not part of any report filed with the SEC by the Company and is not incorporated in this
Official Statement.
The Company’s Annual Report on Form 10-K for the year ended December 31, 2005 includes the
Company’s audited financial statements for the two fiscal years ended December 31, 2004 and 2005.
The Company has agreed to provide to each person to whom a copy of this Official Statement has
been delivered, on the written request of any such person, a copy of any or all of the documents referred
to above that have been or that may be incorporated in this Official Statement by reference, other than
exhibits to such documents. Written requests for such copies should be directed to the Assistant
Treasurer, Portland General Electric Company, 121 S. W. Salmon Street, Portland, Oregon 97204. The
Company has also agreed to provide certain notices and other information for the benefit of the holders
and beneficial owners of the Series 2006 Bonds. See “CONTINUING DISCLOSURE.”
RECENT DEVELOPMENTS CONCERNING THE CITY AND THE COMPANY
Following Enron’s bankruptcy filing, the City entered into negotiations with Enron to acquire the
Company. Those negotiations ended on July 21, 2005. Enron has indicated that it will consider credible
offers to purchase the Company’s common stock until the new Company common stock is issued.
OPUC Matters
The OPUC approved Enron’s applications to issue new common stock in December 2005. The
City is opposing the issuance of new Company common stock. In February 2006, the City appealed the
OPUC’s approval to the Marion County Circuit Court and the Oregon Court of Appeals. The City’s
appeals are not expected to be resolved prior to delivery of the Bonds.
City Investigation of the Company’s Rates
The City is conducting an investigation of the Company’s retail rate structure.
In December 2005, the City Council approved a report from the City Attorney (the “City Report”)
concluding that the Company may have collected amounts from ratepayers for income taxes that were not
paid to taxing jurisdictions or to Enron. The City Report also concluded that the Company may have
inappropriately waived, forgiven, compromised or transferred claims against Enron. After approving the
City Report, the City Council instructed the City Attorney to gather additional information regarding the
Company’s rates, taxes and power trading activities.
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The Company disagrees with the City Report and has declined to provide any additional
information to the City.
Early in March 2006, the OPUC held hearings on the issues addressed in the City Report, and the
staff of the OPUC issued its own report concluding that there was no basis for the concerns expressed in
the City Report.
On March 15, 2006, the City Council authorized the City Attorney to subpoena additional
documents from the Company.
The concerns expressed in the City Report could lead the City to attempt to regulate
Company’s rates. Under an Oregon statute, the City may have limited authority to regulate
Company’s rates for services the Company provides within the City’s boundaries. To regulate
Company, the City must file proposed regulations with the OPUC. If the OPUC determines that
regulations are not in the public interest, the OPUC may file written objections with the City, and
regulations will not then take effect unless they are approved by the City’s voters.

the
the
the
the
the

The statute limits City regulations to no more than five years. The United States Constitution
requires that such regulations allow the Company to obtain a fair rate of return on its investments. In
2004, approximately 25 percent of the Company’s revenues came from Company customers within the
City. The City has never exercised this statutory authority.
The City’s actions with respect to the Company and the Company’s responses are controversial
and are receiving frequent news coverage. Neither the City nor the Company expects these issues to be
resolved before the Bonds are delivered.
THE PORTLAND HYDROELECTRIC PROJECT
Background
The City initially started developing its water supply sources on the Bull Run River more than
100 years ago. These sources, located approximately 25 miles east of the City, continued to be expanded
over time and currently serve as the primary source of water for the City and for a substantial part of the
Portland metropolitan area. The City’s water source facilities are located within the closed-to-the-public
Bull Run Reserve and include the dams and impoundments for Bull Run Dam No. 1 and Bull Run Dam
No. 2. Both of these dams were originally designed as water supply facilities with appropriate provisions
included to allow for the future addition of hydroelectric power generation facilities.
The Project was designed to take advantage of the hydroelectric potential available at the City’s
two major Bull Run Dams. The Project was constructed between 1979 and 1982 and consists of one
powerhouse at Bull Run Dam No. 1 (“Powerhouse No. 1”) and one powerhouse at Bull Run Dam No. 2
(“Powerhouse No. 2”), a water quality intake structure at Dam No. 1, access roads, a telemetry system
and transmission lines to tie the project to the local power grid. The Project is owned by the City, and the
entire Project Output has been sold to the Company under the PGE Power Sales Agreement. Under the
PGE Power Sales Agreement, the Company is required to operate, maintain and repair the Project
facilities.
At the request of the City, CH2M Hill, Inc. (“CH2M Hill”), an independent engineering firm,
made an independent assessment of the existing condition and operations and maintenance of the Project.
CH2M Hill concluded that the Powerhouses are being operated and maintained consistently with accepted
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industry standards and that the Powerhouses are in excellent condition for projects of their age. A copy of
CH2M Hill’s report is included as Appendix F
The City’s Bureau of Hydroelectric Power, which reports directly to the Bureau of Water Works
and to the Commissioner of Public Safety, administers the Project. The Project was constructed and
currently operates under a license from the Federal Energy Regulatory Commission (“FERC”) and under
permits from the Oregon Water Resources Division and the U.S. Forest Service. See “—Permits and
Licenses.”
Project Power Generation
Total combined capacity of both powerhouses is 36 MW. The electric output capability of the
Project in any specific year is subject to a number of constraints, such as amount of precipitation,
reservoir level requirements, turbidity control and the primary emphasis on water supply for domestic
purposes. Based upon standardized 40-year waterflows for the period 1928 through 1968, the long-term
net annual energy production from both powerhouses was projected to be approximately 100 million
kilowatt-hours per year. During the most recent 20 Contract Years, however, the average annual power
output from the Project was 84.109 million kilowatt hours, reflecting the substantially lower-than-average
precipitation in the Project area during many of those years. Individual annual power output at the Project
for the ten Contract Years ended August 31, 2005 is shown in the following table.
Table 4
CITY OF PORTLAND, OREGON
Annual Power Output of the Project
Year Ending
August 311

Electricity Generated
(Million kilowatt-hours)

1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005

89.030
110.311
116.200
89.713
100.177
86.414
60.160
97.882
71.042
80.041
66.193

_____________________
1

The amount of Project generation in the years ending August 31, 2001, 2003, 2004 and
2005 is low due to significantly lower than average precipitation at the Project during
those years.
Source: City of Portland Project records.

Generation Facilities
Powerhouse No. 1 houses a vertical Francis turbine having a rated output of 32,700 horsepower at
165 feet net head and a flow of about 1,960 cfs. The turbine drives a generator at 212 rpm, having an
output of 25,000 kVA at 13,800 volts and .95 power factor. The turbine is capable of operation at net
heads ranging from 175 feet to about 100 feet and is operated to maintain reservoir level variation within
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specified limits. The long-term net annual average power production from this plant is expected to be
approximately 60.1 million kilowatt-hours per year delivered to the Company.
Powerhouse No. 2 has a vertical Kaplan turbine having a rated output of 16,300 horsepower at
100 feet net head and a flow of about 1,630 cfs. The turbine drives a generator at 257 rpm, having an
output of 12,500 kVA at 13,800 volts and .95 power factor. The turbine is capable of operation at net
heads ranging from 110 feet to less than 70 feet and is operated to maintain reservoir and reservoir level
variation within acceptable limits. The long-term net annual average power production from this plant is
expected to be approximately 40.1 million kilowatt-hours per year delivered to the Company.
Transmission Facilities
The Project is located approximately 10 miles from a Company-owned-and-operated power plant,
west of the Project on the Bull Run River (the “PGE Bull Run Power Plant”). Currently, power generated
by the Project is transmitted approximately 10 miles on a 57-kV woodpole-supported transmission line to
the substation at the PGE Bull Run Power Plant. A 57-kV bay exists for terminating the transmission line
at the substation. Two existing 57-kV transmission lines intertie the PGE Bull Run Power Plant
substation to the Company’s Dunn’s Corner station, which connects to the main transmission system that
serves the Portland metropolitan area. The Company has agreed to decommission the PGE Bull Run
Power Plant in 2007 and plans to reconfigure the Project’s transmission lines to connect the Project
directly to the Company’s Dunn’s Corner substation prior to that decommissioning.
Operations Facilities
Project facilities at Dam No. 1 include a multiple-level intake tower with trash racks and a
10½-foot-diameter penstock that leads from the downstream dam face to Powerhouse No. 1. Powerhouse
No. 1 is an indoor-type, reinforced concrete structure and includes turbine guard valve, bridge crane,
tailrace gates and gate hoist and other usual powerhouse facilities. Auxiliary systems for cooling water,
dewatering, drainage, oil, air, and carbon dioxide are included in the powerhouse. The substation
includes main transformer, breakers, takeoff structure, and auxiliaries.
Project facilities at Dam No. 2 include a 10½-foot-diameter penstock with a hydraulically
operated butterfly guard valve. Facilities at Powerhouse No. 2 are similar to the facilities at Powerhouse
No. 1.
Both powerhouses are normally operated by supervisory control from the Company’s existing
West Side control center, located near the City of Estacada, Oregon. The facilities are actively monitored
24 hours/day, 365 days/year.
Permits and Licenses
The Project facilities are under the jurisdiction of a number of State and federal agencies. The
City has obtained and complies with the following licenses and permits:
•
•
•

License No. 2821, issued in 1979 by FERC for construction and operation of the Project’s power
generation and transmission facilities. This license expires on March 1, 2029.
Special Use Permit, issued in 1988 by the United States Forest Service (“USFS”) for operation of
the Project’s facilities that are located on USFS lands. The Special Use Permit expires on
March 1, 2029.
Permits Nos. 43856 and 43857, issued in 1979 by the State of Oregon for the appropriation of
surface waters for hydroelectric power generation. These permits have no stated expiration dates.
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As of the date of this Official Statement, the City is not aware of any other permit or license that
is required for the continued operation of the Project.
Water Supply Considerations
The Bull Run Reserve is the primary source of water for the City. The FERC license, State of
Oregon permits and the PGE Power Sales Agreement incorporate language intended to insure that the
quality and quantity of water entering the City are not affected by the Project. The City has provided for
the construction of a multiple-level intake structure at Dam No. l and for limitations in the operation of
the Project so that water quality and quantity in the water supply reservoirs are not affected. Regular
testing and analysis of water samples taken from above and below the Project facilities has confirmed the
non-impacting nature of Project operation on the quality of the water in the Bull Run River.
Environmental Factors
As a condition to the FERC license, the City entered into an agreement with the Oregon
Department of Fish and Wildlife (“ODFW) to mitigate for the loss of fish habitat caused by the
construction of the City’s Headworks Diversion Dam in 1924. As required by that agreement, the Project
pays the ODFW for the annual, off-site rearing of 32,000 pounds of fish smolts at ODFW’s Clackamas
River Fish Hatchery. Those spring Chinook salmon and winter steelhead smolts are then released into the
Sandy and/or Clackamas River systems at the ODFW’s discretion.
As of the date of this Official Statement, the Project complies with applicable federal and state
environmental protection laws.
Seismic Risks
In 1992, the City had an updated seismic hazard evaluation conducted for the two major Bull Run
Dams associated with the Project. That evaluation concluded that the City should anticipate that the dams
would experience a somewhat higher level of Maximum Credible Earthquake (MCE) ground motions
than those that had been used in previous seismic stability studies for the dams.
In 1993, the City had new seismic stability analyses conducted for both dams. Those analyses
concluded that both dams had more than adequate factors of safety to be able to withstand the updated
MCE ground motions. Dam safety evaluations conducted in 2001 confirmed the conclusions in the 1993
seismic stability analyses that both dams were in compliance with current standards.
Volcanic Risks
The Project is located within a 102 square-mile watershed with no identified upstream volcanic
hazards. The Project is located within 20 miles of the region’s principal peak, Mt. Hood, but is separated
from the drainages that flow from Mt. Hood.
Project Security
The Project’s facilities are located in the Bull Run Watershed Reserve, which is closed to the
public. All roadways leading into the watershed have substantial gates across them with protected
locking devices. Both Project powerhouses are locked facilities with intrusion alarms. The Project’s two
dams and powerhouses are monitored by the City via closed circuit television systems. The City is
responsible for security of the Bull Run Watershed Reserve and works with local, state and federal law
enforcement agencies to maintain security.
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THE POWER SALES AGREEMENT
The City and the Company entered into the PGE Power Sales Agreement as of April 12, 1979.
The PGE Power Sales Agreement was amended in 1979, 1985, 1989, 1993 and 2006 and by its terms
expires on August 31, 2017 or on the date all of the Revenue Bonds are paid or provision is made for their
retirement, whichever is later. As defined in the 2006 amendment to the PGE Power Sales Agreement
(the “Fifth Amendment”), “Revenue Bonds” means the Series 2006 Bonds and any other bonds or other
obligations issued by the City with the consent of the Company to finance or to refinance the Cost of
Acquisition and Construction and other costs in connection with the Project, or to refund previously
issued Revenue Bonds, which Revenue bonds shall be payable solely from the revenues derived from the
sale of power and energy under the terms of the Power Sales Agreement, and from any other Project
Revenues.
The PGE Power Sales Agreement provides that the City will sell to the Company, and the
Company will purchase, the entire Project Output and that the Company will pay, among other payments,
an amount equal to the Annual Power Cost (in monthly payments) plus the Power Production Payment (in
annual payments), regardless of the amount of power or energy delivered, if any.
As defined in the PGE Power Sales Agreement, “Annual Power Cost” means (1) the amount
required by the Indenture (or any similar documents under which Revenue Bonds are issued) to be set
aside by the City for the payment of Debt Service; (2) any amount required by the Indenture to maintain
the Reserve Account at the level specified in such Indenture; (3) the amount required to be deposited to
the Renewal and Replacement Fund up to an amount equal to the Renewal and Replacement Fund cap
described below; and (4) certain administrative costs incurred by the City in connection with the Project.
“Debt Service” means with respect to any period the amount to be paid or accrued during said period to
retire the principal of and pay the interest and premium, if any, on all outstanding Revenue Bonds.
Operation and Maintenance
The PGE Power Sales Agreement requires the Company to operate and maintain the Project in
accordance with the highest current standards of the electric power industry. The Company is also
required to perform all ordinary maintenance and operation procedures specified in the operations and
maintenance manuals furnished by the City and approved by the Company. Ordinary operation and
maintenance costs are to be paid directly by the Company. The City may at any time direct its consulting
engineer to inspect the operation and maintenance of the Project, and the Company is required, at the
Company’s expense, to remedy any deficiencies in a timely manner.
The Renewal and Replacement Fund
The Renewal and Replacement Fund is held by the Trustee under the Indenture but is not part of
the Security pledged to the payment of the Bonds. Under the PGE Power Sales Agreement, the amount
required to be on deposit in the Renewal and Replacement Fund is subject to a cap to be determined
annually in accordance with a formula set forth in the Power Sales Agreement. Currently, the cap is $8
million. The PGE Power Sales Agreement provides that at the end of each Contract Year the City is to
request the Trustee to apply as a credit against annual debt service payments to be made during the
following Contract Year any and all money then in the Renewal and Replacement Fund in excess of the
cap. The Indenture, in turn, requires that funds in excess of the cap be transferred to the Debt Service
Account.
The PGE Power Sales Agreement provides that amounts on deposit in the Renewal and
Replacement Fund may be used, with the prior approval of the City and the Company, to pay, or to
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reimburse the City or the Company for the payment of, costs of non-recurring repairs, renewals or
replacements of Capitalized Property (as defined in the PGE Power Sales Agreement).
Insurance
The PGE Power Sales Agreement requires the City to maintain insurance in full force and effect
against physical loss or damage to the Project facilities on a replacement cost basis and to obtain
insurance against loss from such other risks as mutually agreed upon by the Company and the City. The
City’s dams and the facilities of the City’s Water Bureau are not insured, consistent with the past
practices of the City.
The PGE Power Sales Agreement provides that the City and the Company each assumes full
responsibility and liability for the maintenance and operation of their respective properties and that the
City and the Company indemnify and save harmless each other from all liability and expense on account
of any and all damages, claims or actions, including injury to or death of persons. In addition, the PGE
Power Sales Agreement provides that the Company shall maintain liability insurance in an amount not
less than $30,000,000 for any one occurrence subject to reasonable increases to reflect social and
economic changes and subject to reasonable deductibles. As of May 2005, the City’s Consulting
Engineer has filed a certificate with the Trustee providing the Consulting Engineer’s opinion that the
current insurance complies with the requirements of the PGE Power Sales Agreement.
The City agrees in the PGE Power Sales Agreement that in the event of physical loss or damage
to the Project that is not fully covered by insurance, by amounts in the Renewal and Replacement Fund or
otherwise, or in the event of the need for betterments to the Project, if any, required by law or regulatory
agency, the costs of which are not fully covered by the amounts in the Renewal and Replacement Fund or
otherwise, the City will make its best efforts, subject to the policy judgments of the City Council, to issue
bonds or otherwise to provide funds that, together with insurance proceeds and amounts in the Renewal
and Replacement Fund, will be sufficient to restore or repair the loss or damage to the Project or to
implement the required betterments. The PGE Power Sales Agreement provides that the City’s cost to
issue such bonds or otherwise to provide such funds would be part of the Annual Power Cost.
Covenants of the Company
In addition to the Company’s payments described above under “SECURITY AND SOURCES
OF PAYMENT FOR THE BONDS,” the Company has agreed in the PGE Power Sales Agreement:
(i)
To purchase the entire Project Output (as defined in the Power Sales Agreement) and to
operate the Project at all times when water is available and the Project is operable, subject to the
constraints of the City’s licenses and water quality and availability requirements, forced outages and the
need for preventative maintenance.
(ii)
To operate and maintain the Project from the Initial Date of Delivery until the termination
of the PGE Power Sales Agreement in accordance with the highest current standards of the electric power
industry and to perform all operational and maintenance procedures specified in the operations and
maintenance manuals furnished by the City and approved by the Company.
(iii)

To pay all Project-related costs of operation and maintenance.

(iv)
To maintain liability insurance covering the risks for which the Company is responsible
in the principal amount of not less than $30,000,000 for any one occurrence, less any applicable
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reasonable deductible, which principal amount shall be subject to reasonable increases to reflect social
and economic changes.
Covenants of the City
Under the PGE Power Sales Agreement, the City has agreed:
(i)

To sell to the Company the entire Project Output.

(ii)
To obtain and maintain adequate insurance with responsible insurers with policies
payable to the City and for the benefit of the City and the Company as their respective interests may
appear, against physical loss or damage to the Project on replacement cost basis and other risk mutually
agreed upon by the City and the Company; provided the City’s dams and the facilities of the City’s Water
Bureau need not be insured, consistent with the past practices of the City.
Offsets
The PGE Power Sales Agreement provides that in the event the Company defaults in its
obligation to pay the Annual Power Cost, the City may offset any amount owed to the Company by the
City as a customer of the Company for electric power to the extent of such default. The City is a
customer of the Company for electric power, including transmission and distribution services, for street
lighting and for energy used in the City’s municipal buildings and facilities. In the Indenture, the City has
pledged and assigned to the Trustee the amount of any such offset, but there is no guarantee that the City
would be permitted to transfer to the Trustee as a City Offset money that would otherwise be transferred
to the Company or that such money will be available. In addition, although the City expects to continue
to purchase transmission and distribution services from the Company, the City is actively pursuing
opportunities to purchase power from other sources. No assurance can be given that the City will always
purchase power and transmission and distribution services from the Company in an amount that would
result in an amount of City Offsets sufficient to pay debt service on the Bonds.
A Power Sales Agreement could also permit a Purchaser to offset any amounts the City might
owe to the Purchaser. Although the Company acknowledges in the PGE Power Sales Agreement that the
Company is unconditionally obligated to pay the principal of and premium, if any, and interest on all
outstanding Revenue Bonds, no assurance can be given that a situation would never arise in which the
Company or another Purchaser would be permitted to offset amounts due to the City by an amount due
from the City to the Purchaser.
TAX MATTERS
Oregon Tax Matters
Interest on the Series 2006 Bonds is exempt from present personal income taxation by the State of
Oregon and by Multnomah County, Oregon.
Certain Federal Income Tax Consequences
This advice was written to support the promotion or marketing of the Series 2006 Bonds.
This advice is not intended or written by Preston Gates & Ellis LLP to be used, and may not be
used, by any person or entity for the purpose of avoiding any penalties that may be imposed on any
person or entity under the U.S. Internal Revenue Code. You should seek advice based on your
particular circumstances from an independent tax advisor.

22

The following discussion describes aspects of the principal U.S. federal tax treatment of U.S.
persons that are beneficial owners (“Owners”) of Series 2006 Bonds. This summary is based on the
Internal Revenue Code of 1986, as amended to the date hereof (the “Code”), published revenue rulings,
administrative and judicial decisions, and existing and proposed Treasury regulations (all as of the date
hereof and all of which are subject to change, possibly with retroactive effect).
This summary discusses only Series 2006 Bonds held as capital assets within the meaning of
section 1221 of the Code. It does not discuss all of the tax consequences that may be relevant to an
Owner in light of its particular circumstances or to Owners subject to special rules, such as certain
financial institutions, insurance companies, tax-exempt organizations, foreign taxpayers, taxpayers who
may be subject to the alternative minimum tax or personal holding company provisions of the Code,
dealers in securities or foreign currencies, Owners holding the Series 2006 Bonds as part of a hedging
transaction, ‘straddle,” conversion transaction, or other integrated transaction, or Owners whose
functional currency (as defined in section 985 of the Code) is not the U.S. dollar. Except as stated herein,
this summary describes no federal, state or local tax consequences resulting from the ownership of,
receipt of interest on, or disposition of, the Series 2006 Bonds. ACCORDINGLY, INVESTORS WHO
ARE OR MAY BE DESCRIBED IN THIS PARAGRAPH SHOULD CONSULT THEIR OWN TAX
ADVISORS REGARDING THE UNITED STATES FEDERAL INCOME TAX CONSEQUENCES TO
SUCH INVESTORS, AS WELL AS TAX CONSEQUENCES ARISING UNDER THE LAWS OF ANY
STATE, LOCAL, OR FOREIGN TAXING JURISDICTION OR UNDER ANY APPLICABLE TAX
TREATY.
In General. Interest derived from a Series 2006 Bond by an Owner is subject to U.S. federal
income taxation. In addition, a Series 2006 Bond held by an individual who, at the time of death, is a
U.S. person is subject to U.S. federal estate tax.
Payments of Interest. Qualified Stated Interest, including additional amounts of cash and
interest, if any, paid on the Series 2006 Bonds will generally be taxable to Owners as ordinary interest
income at the time it accrues or is received, in accordance with the Owner’s method of accounting for
U.S. federal income tax purposes. For purposes of this discussion “Qualified Stated Interest” is stated
interest that is unconditionally payable in cash or in property (other than debt instruments of the issuer),
or that will be constructively received under Section 451 of the Code, at least annually at a single fixed
rate (within the meaning of Treasury Regulation § 1.1273-1(c)(1)(iii)), as defined in Treasury Regulation
§ 1.1273-1(c). Special rules governing the treatment of market discount or amortizable premium are
described below.
Market Discount. An Owner that purchases a Series 2006 Bond at a “market discount” will be
subject to provisions in the Code that convert certain capital gain on the redemption, sale, exchange or
other disposition of the Series 2006 Bond into ordinary income. A Series 2006 Bond will have market
discount to the extent the principal amount of such Series 2006 Bond exceeds, by more than a de minimis
amount, the Owner’s tax basis in the Series 2006 Bond immediately after the Owner acquires the Series
2006 Bond.
An Owner may elect to include market discount in income as it accrues, but such an election will
apply to all market discount bonds or notes acquired by such Owner on or after the first day of the first
taxable year to which such election applies and is revocable only with permission from the Internal
Revenue Service (“IRS”). Unless a Series 2006 Bond Owner elects to include market discount in income
as it accrues, any partial principal payments on, or any gain realized upon the sale, exchange, disposition,
redemption or maturity of a Series 2006 Bond will be taxable as ordinary income to the extent any market
discount has accrued on such Series 2006 Bond. Market discount on a Series 2006 Bond would accrue
ratably each day between the date an Owner purchases the Series 2006 Bond and the date of maturity. In
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the alternative, an Owner irrevocably may elect to use a constant interest accrual method under which
marginally less market discount would accrue in early years and marginally greater amounts would accrue
in later years.
If a Series 2006 Bond purchased with market discount is disposed of in a nontaxable transaction
(other than a nonrecognition transaction described in section 1276(d) of the Code), accrued market
discount will be includable as ordinary income to the Owner as if such Owner had sold the Series 2006
Bond at its then fair market value. An Owner of a Series 2006 Bond that acquired it at a market discount
and that does not elect to include market discount in income on a current basis also may be required to
defer the deduction for a portion of the interest expense on any indebtedness incurred or continued to
purchase or carry the Series 2006 Bond until the deferred income is realized.
Amortizable Premium. An Owner that purchases a Series 2006 Bond for any amount in excess
of its principal amount will be treated as having premium with respect to such Series 2006 Bond in the
amount of such excess.
If an Owner makes an election under section 171(c)(2) of the Code to treat such premium as
“amortizable bond premium,” the amount of interest that must be included in such Owner’s income for
each accrual period will be reduced by the portion of the premium allocable to such period based on the
Series 2006 Bond’s yield to maturity. If an Owner makes the election under section 171(c)(2), the
election also shall apply to all taxable bonds held by the Owner at the beginning of the first taxable year
to which the election applies and to all such taxable bonds thereafter acquired by such Owner, and it is
irrevocable without the consent of the IRS. If such an election under section 171(c)(2) of the Code is not
made, such an Owner must include the full amount of each interest payment in income in accordance with
its regular method of accounting and will receive a tax benefit from the premium only in computing its
gain or loss upon the sale of other disposition or retirement of the Series 2006 Bond. The existence of
bond premium and the benefits associated with the amortization of bond premium vary with the facts and
circumstances of each Owner. Accordingly, each Owner of a Series 2006 Bond should consult his own
tax advisor concerning the existence of bond premium and the associated election.
Accrual Method Election. An Owner that uses an accrual method of accounting would be
permitted to elect to include in gross income its entire return on a Series 2006 Bond (i.e., the excess of all
remaining payments to be received on the Series 2006 Bond over the amount paid for the Series 2006
Bond by such Owner) based on the compounding of interest at a constant rate. Such an election for a
Series 2006 Bond with amortizable bond premium (or market discount) would result in a deemed election
for all of the Owner’s debt instruments with amortizable bond premium (or market discount) and could be
revoked only with the permission of the IRS with respect to debt instruments acquired after revocation.
Disposition or Retirement. The Series 2006 Bonds are subject to redemption prior to maturity
at the option of the City, in whole or in part, at any time, upon notice as provided in the Indenture, at a
Redemption Price equal to the greater of (i) the principal amount of the Series 2006 Bonds to be
redeemed or (ii) the sum of the present values of the remaining scheduled payments of principal and
interest on the Series 2006 Bonds to be redeemed (exclusive of interest accrued to the date fixed for
redemption) discounted to the date fixed for redemption on a semiannual basis (assuming a 360-day year
consisting of twelve 30-day months) at the Treasury Rate plus 12.5 basis points, plus in each case,
accrued interest on the Series 2006 Bonds to be redeemed to the date fixed for redemption. Upon the
sale, exchange or other disposition of a Series 2006 Bond, or upon the retirement of a Series 2006 Bond
(including by redemption), an Owner will recognize capital gain or loss equal to the difference, if any,
between the amount realized upon the disposition or retirement (reduced by any amounts attributable to
accrued but unpaid interest, which will be taxable as such) and the Owner’s adjusted tax basis in the
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Series 2006 Bond. Any such capital gain or loss will be United States source gain or loss for foreign tax
credit purposes.
Under the Indenture, the Series 2006 Bonds are also subject to defeasance prior to their stated
maturities. See “SECURITY AND SOURCES OF PAYMENT FOR THE BONDS—Defeasance.” If the
City defeased the Series 2006 Bonds, such Series 2006 Bonds may be deemed to be retired and “reissued”
for federal income tax purposes as a result of the defeasance. In such event, the Owner of a 2006 Bond
would recognize a gain or loss on the 2006 Bond at the time of defeasance. Prospective purchasers of
Series 2006 Bonds should consult their own tax advisors regarding the federal income tax consequences
of a defeasance of the Series 2006 Bonds.
An Owner’s tax basis for determining gain or loss on the disposition or retirement of a Series
2006 Bond will be the cost of such Series 2006 Bond to such Owner, increased by the amount of any
market discount includable in such Owner’s gross income with respect to such Series 2006 Bond, and
decreased by the amount of any payments under the Series 2006 Bond that are part of its stated
redemption price at maturity (i.e., all stated interest payments with respect to the Series 2006 Bonds
previously paid) and by the portion of any premium applied to reduce interest payments as described
above. Such gain or loss will be capital gain or loss (except to the extent the gain represents accrued
market discount on the Series 2006 Bond not previously included in gross income, to which extent such
gain would be treated as ordinary income). Any capital gain or loss will be long-term capital gain or loss
if at the time of disposition or retirement the Series 2006 Bond has been held for more than one year. The
deductibility of capital losses is subject to limitations.
Information Reporting and Backup Withholding. Payments of interest on Series 2006 Bonds
held of record by U.S. persons other than corporations and other exempt Owners must be reported to the
IRS. Such information will be filed each year with the IRS on Form 1099, which will reflect the name,
address, and taxpayer identification number of the registered Owner. A copy of Form 1099 will be sent to
each registered Owner of a 2006 Bond for federal income tax reporting purposes.
Interest paid to an Owner of a Series 2006 Bond ordinarily will not be subject to withholding of
federal income tax if such Owner is a U.S. person. Backup withholding of federal income tax at a rate of
28 percent may apply, however, to payments made in respect of the Series 2006 Bonds, as well as
payments of proceeds from the sale of Series 2006 Bonds, to Owners that are not “exempt recipients” and
that fail to provide certain identifying information. This withholding generally applies if the Owner of a
Series 2006 Bond (who is not an exempt recipient) (i) fails to furnish such Owner’s social security
number or other taxpayer identification number (“TIN”), (ii) furnishes an incorrect TIN, (iii) fails to
properly report interest, dividends or other “reportable payments” as defined in the Code, or (iv) under
certain circumstances, fails to provide a certified statement, signed under penalty of perjury, that the TIN
provided is correct and that such Owner is not subject to backup withholding. Individuals generally are
not exempt recipients, whereas corporations and certain other entities generally are exempt recipients. To
prevent backup withholding, each Owner will be requested to complete an appropriate form.
Any amounts withheld under the backup withholding rules from a payment to a person would be
allowed as a refund or a credit against such person’s U.S. federal income tax, provided that the required
information is furnished to the IRS. Furthermore, certain penalties may be imposed by the IRS on an
Owner who is required to supply information but who does not do so in the proper manner.
THE FEDERAL TAX DISCUSSION SET FORTH ABOVE IS INCLUDED FOR GENERAL
INFORMATION ONLY AND MAY NOT BE APPLICABLE DEPENDING UPON AN OWNER’S
PARTICULAR SITUATION. INVESTORS SHOULD CONSULT THEIR OWN TAX ADVISORS
CONCERNING THE TAX IMPLICATIONS OF HOLDING AND DISPOSING OF THE SERIES 2006
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BONDS UNDER APPLICABLE STATE OR LOCAL LAWS. FOREIGN INVESTORS SHOULD
ALSO CONSULT THEIR OWN TAX ADVISORS REGARDING THE TAX CONSEQUENCES
UNIQUE TO INVESTORS WHO ARE NOT U.S. PERSONS.
ERISA CONSIDERATIONS
The Employee Retirement Income Security Act of 1974, as amended (“ERISA”), imposes certain
requirements on employee plans subject to ERISA (“ERISA Plans”), and on those persons who are
fiduciaries with respect to ERISA Plans. Investments by ERISA Plans are subject to ERISA’s general
fiduciary requirements, including, but not limited to, the requirements of investment prudence and
diversification and the requirement that an ERISA Plan’s investments be made in accordance with the
documents governing the Plan.
Section 406 of ERISA and Section 4975 of the Code prohibit certain transactions involving the
assets of an ERISA Plan (as well as those plans that are not subject to ERISA but which are subject to
Section 4975 of the Code, such as individual retirement accounts (together with ERISA Plans, “Plans”))
and certain persons (referred to as “parties in interest” or “disqualified persons” (each a “Party in
Interest”)) having certain relationships to such Plans, unless a statutory or administrative exemption is
applicable to the transaction. A Party in Interest who engages in a prohibited transaction may be subject
to excise taxes and other penalties and liabilities under ERISA and the Code.
The fiduciary of a Plan that proposes to purchase and hold any Series 2006 Bonds should
consider, among other things, whether such purchase and holding may involve (i) the direct or indirect
extension of credit to a Party in Interest, (ii) the sale or exchange of any property between a Plan and a
Party in Interest and (iii) the transfer to, or use by or for the benefit of, a Party in Interest, of any Plan
assets. Depending on the identity of the Plan fiduciary making the decision to acquire or hold Series 2006
Bonds on behalf of a Plan and other factors, U.S. Department of Labor Prohibited Transaction Class
Exemption (“PTCE”) 75-1 (relating to certain broker-dealer transactions), PTCE 84-14 (relating to
transactions effected by a “qualified professional asset manager”), PTCE 90-1 (relating to investments by
insurance company pooled separate accounts), PTCE 91-38 (relating to investments by bank collective
investment funds), PTCE 95-60 (relating to investments by an insurance company general account), or
PTCE 96-23 (relating to transactions directed by an in-house profession asset manager) (collectively, the
“Class Exemptions”) could provide an exemption from the prohibited transaction provisions of ERISA
and Section 4975 of the Code.
By its acceptance of a Series 2006 Bond, each Purchaser will be deemed to have represented and
warranted that either (i) no Plan assets have been used to purchase such Series 2006 Bond, or (ii) the
Underwriter is not a Party in Interest with respect to the “plan assets” of any Plan used to purchase such
Series 2006 Bond, or (iii) the purchase and holding of such Series 2006 Bonds is exempt from the
prohibited transaction restrictions of ERISA and the Code pursuant to an administrative class exemption.
Each Plan fiduciary (and each fiduciary for a governmental or church plan subject to the rules
similar to those imposed on Plans under ERISA) should consult with its legal advisor concerning an
investment in any of the Series 2006 Bonds.
APPROVAL OF LEGAL PROCEEDINGS
All legal matters incident to the authorization and issuance of the Series 2006 Bonds are subject
to the approval of Preston Gates & Ellis LLP, Portland, Oregon, Bond Counsel. A form of the opinion of
such firm with respect to the Series 2006 Bonds is attached hereto as Appendix C. Certain legal matters
will be passed upon for the City by the City Attorney. Certain legal matters will be passed upon for the

26

Company by its General Counsel. Certain legal matters will be passed upon for the Underwriters by their
counsel, Orrick, Herrington & Sutcliffe LLP.
LITIGATION
In the opinion of City management, no litigation is pending or threatened that is likely to result,
either individually or in the aggregate, in final judgments against the City materially affecting its financial
position.
There is no action, suit or proceeding known to be pending or threatened, restraining or enjoining
the issuance, sale, execution, or delivery of the Series 2006 Bonds or in any way contesting or affecting
the validity of the Series 2006 Bonds or any proceedings of the City taken with respect to the issuance or
sale thereof.
Except as otherwise described under the heading “RECENT DEVELOPMENTS CONCERNING
THE CITY AND THE COMPANY” and in the documents incorporated herein by reference under the
heading “THE COMPANY,” in the opinion of Company management, no litigation is pending or
threatened that is likely to result, either individually or in the aggregate, in final judgments against the
Company materially affecting its financial position.
CONTINUING DISCLOSURE
The City will undertake in a Continuing Disclosure Certificate for the benefit of holders and
beneficial owners of the Series 2006 Bonds to provide certain financial and operating information (the
“Annual Disclosure Report”) on or before 270 days after the end of each fiscal year (commencing with
the fiscal year of the Project ending August 31, 2006) and to provide notices of the occurrence of certain
enumerated events if material. The Annual Disclosure Report is to be filed with Disclosure USA so long
as it is a recognized repository or separately with each of the other Nationally Recognized Municipal
Securities Information Repositories (and with the state repository if any is created). The notices of
material events are to be filed with the Municipal Securities Rulemaking Board and with the state
repository, if any. The information to be included in the Annual Disclosure Report is listed in the City’s
Disclosure Certificate, the proposed form of which is included in Appendix E. The City’s undertaking is
to assist the Underwriters in complying with Rule 15c2-12 of the SEC. The City has never failed to
comply in all respects with any of its previous undertakings with regard to the Rule to provide financial
information and operating data and notices of material events.
The Company will also undertake in a Continuing Disclosure Certificate to provide notice to
Disclosure USA or to each NRMSIR and the state repository, if any is created, within thirty days after the
Company files its Form 10-K with the SEC, stating that it has filed with the SEC such Form 10-K. The
Company agrees that if it is no longer required to make such filings with the SEC, the Company will
provide its audited financial statements and the other financial and operating data of the type previously
contained in such SEC filings to Disclosure USA or to each NRMSIR, and the SID, if any, on an annual
basis on or before 270 days after the end of each fiscal year, commencing with the fiscal year of the
Company immediately following termination of its SEC filing obligations. The Company has not failed
to comply with any of its previous undertakings with regard to the Rule during the past five years.
RATINGS
Standard & Poor’s Credit Markets Services, a division of The McGraw Hill Companies (“S&P”),
and Moody’s Investors Service (“Moody’s”) are expected to assign the their municipal bond ratings of
“AAA” and “Aaa,” respectively, to the Series 2006 Bonds with the understanding that the Policy will be
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issued at the time the Series 2006 Bonds are delivered. S&P and Moody’s are also expected to assign
underlying ratings of “BBB+” and “Baa1” to the Series 2006 Bonds. No application was made to any
other rating agency for the purpose of obtaining an additional rating on the Series 2006 Bonds. Each
rating reflects only the view of the applicable rating organization and an interpretation of such rating may
be obtained only from the rating agency furnishing the same. There is no assurance that any of such
ratings will continue for any given period of time or that it will not be revised downward or withdrawn
entirely by the applicable rating agency, if, in the judgment of such agency, circumstances so warrant.
Any such revision or withdrawal of either such rating may have an adverse effect on the market price of
the Series 2006 Bonds.
VERIFICATION
Grant Thornton LP (the “Verification Agent”) is to deliver to the City on or before the date the
Series 2006 Bonds are issued a report indicating that the Verification Agent has verified the
mathematical accuracy of the mathematical computations prepared by the City of the adequacy of the
cash and the maturing principal of and interest on the escrow investments to pay when due the interest on
the Refunded Bonds and the redemption price of the Refunded Bonds. Bond Counsel will rely upon such
verification report in rendering its opinion that the Refunded Bonds are no longer outstanding under the
indenture pursuant to which the Refunded Bonds were issued.
UNDERWRITING
The Series 2006 Bonds are to be purchased from the City at a price of $21,190,984.70 (the
principal amount of the Series 2006 Bonds, less underwriting discount of $179,015.30), subject to the
terms and conditions of the bond purchase contract between the City and the Underwriters. The Bond
Purchase Contract provides that the Underwriters will purchase all Series 2006 Bonds if any are
purchased and that the obligation of the Underwriters to accept and pay for the Series 2006 Bonds is
subject to certain terms and conditions set forth in the bond purchase contract, including approval by
counsel of certain legal matters.
The Underwriters may offer and sell the Series 2006 Bonds to certain dealers (including dealers
depositing Series 2006 Bonds into investment trusts) and others at prices lower than (or at yields higher
than) the initial offering prices or yields set forth on the cover page hereof, and such initial offering prices
may be changed, from time to time, by the Underwriters.
MISCELLANEOUS
The descriptions herein of the Ordinance, the Indenture, the Power Sales Agreement and other
documents are brief summaries of certain provisions thereof. Such summaries do not purport to be
complete, and reference is made to such documents and contracts, copies of which are on file with the
City, for full and complete statements of their provisions. Copies of the Ordinance and of the Power
Sales Agreement are available, upon request and upon payment to the City of a charge for copying,
mailing and handling, from the Office of Management and Finance, City of Portland, 1221 S.W. Fourth
Avenue, Room 120, Portland, Oregon 97204.
All estimates included in this Official Statement, whether or not so stated, are not to be construed
as representations that the same will be realized. All projections and other statements in this Official
Statement involving matters of opinion, whether or not expressly so stated, are intended as such and not
as representations of fact. This Official Statement is not to be construed as a contract or agreement
between the City and the purchasers or holders of any of the Series 2006 Bonds.
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The execution and delivery of this Official Statement has been duly authorized by the City.
CITY OF PORTLAND, OREGON

____/s/ Eric H. Johansen____________
By: Eric H. Johansen
Office of Management and Finance
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and
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TRUST INDENTURE
THIS TRUST INDENTURE is made as of the 1st day of April, 2006, between the City of
Portland, Oregon, a municipal corporation of the State of Oregon (the “City”), and U.S. Bank
National Association, Portland, Oregon, a national banking association duly organized, existing
and authorized to accept and execute trusts of the character herein set out, under and by virtue of
the laws of the United States of America, having a principal place of business in the City of
Portland, Oregon, as Trustee (the “Trustee”).
ARTICLE 1. RECITALS.

1.1
The City executes this Trust Indenture to provide for the issuance and administration of
its Hydroelectric Power Revenue Refunding Bonds, Series 2006 (Federally Taxable) (the “Series
2006 Bonds”). The proceeds of the Series 2006 Bonds will be used to defease and pay all the
City’s outstanding Hydroelectric Power Revenue Bonds, Series A (the “1979 Bonds”) and
Hydroelectric Power Revenue Refunding Bonds, Series 1993 (Taxable) (the “1993 Bonds”).
1.2
The City has previously entered into a Power Sales Agreement with Portland General
Electric Company, an Oregon corporation (the “Purchaser”) pursuant to which the Purchaser has
agreed to buy the power generated by the Project, herein defined, to provide service to the
general populace within its service area, including Multnomah and Clackamas Counties, Oregon.
The 1979 Bonds and the 1993 Bonds are secured by the amounts that are payable under that
Power Sales Agreement, and an amended version of that Power Sales Agreement will secure the
Series 2006 Bonds.
1.3
The City and the Purchaser have entered into amendments to the Power Sales Agreement
eliminating the geographic limitations on use of the power generated by the Project, specifying
that the Purchaser will pay, in addition to other amounts, amounts sufficient to pay the debt
service on the Series 2006 Bonds, and making certain other minor changes in the agreement to
take into account changed circumstances. Those amendments are contingent upon, and shall not
take effect unless, the City sells, issues and delivers the Series 2006 Bonds and defeases all
outstanding 1979 Bonds and 1993 Bonds.
1.4
The parties execute this Trust Indenture to provide for the administration and payment of
the Series 2006 Bonds.
ARTICLE 2. DEFINITIONS.

Capitalized terms used in this Trust Indenture shall have the meanings defined for such terms in
this Section.
“1979 Bonds” means the City's Hydroelectric Power Revenue Bonds that were issued
pursuant to the 1979 Indenture.
“1979 Indenture” means the Trust Indenture between the City and the Trustee, dated as of
June 1, 1979, as supplemented and amended.
“1993 Bonds” means the City’s Hydroelectric Power Revenue Refunding Bonds, Series
1993 (Taxable) that were issued under the 1993 Indenture.
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“1993 Indenture” means the Subordinate Trust Indenture between the City and U.S. Bank
National Association, as Successor Trustee, that is dated as of August 1, 1993 and provides for
the issuance of the 1993 Bonds.
“2006 Amendments to the Power Sales Agreement” means the document of that title
which amends the Power Sales Agreement in connection with the issuance of the Series 2006
Bonds.
“Ambac Assurance” means Ambac Assurance Corporation, a Wisconsin-domiciled stock
insurance company, or any successor thereof.
“BEO” means “book-entry-only” and refers to a system for clearance and settlement of
securities transactions through electronic book-entry changes, which eliminates the need for
physical movement of securities.
“Bond Fund” means the fund described in Section 3.3.
“Bond Insurance Policy” means a financial guaranty or municipal bond insurance policy
issued at the request of the City that guarantees payment in full of principal of and interest on one
or more series of Bonds, and that is issued by a Bond Insurer whose commitment under its policy
is rated in the highest rating category by a Rating Agency.
“Bond Insurer” means Ambac Assurance and any municipal bond insurer issuing a Bond
Insurance Policy.
“Bond Year” means each twelve month period that begins on October 2nd and ends on the
following October 1st.
“Bonds” means the Series 2006 Bonds and any Parity Obligations.
“Business Day” means any day except a Saturday, a Sunday, or a holiday on which the
offices of the Trustee are closed.
“City Offsets” means the amount by which the City is entitled to reduce its payments as a
customer of the Purchaser as a result of a failure by the Purchaser to make any payment that the
Purchaser is required to make to the Trustee under the Power Sales Agreement. The right of the
City to offset under the Original Power Sales Agreement is stated in Section 14(a) of the Original
Power Sales Agreement.
“Closing” means the date on which a series of Bonds is delivered to its purchasers in
exchange for payment.
“Code” means the Internal Revenue Code of 1986, as amended.
“Debt Service Account” means the account in the Bond Fund that is described in
Section 3.4.
“Default” means any event that will be considered a Default under Section 7.1.
“Defeasance Obligations” means Permitted Investments described in Section A of
Attachment B (the list of Permitted Investments) for the Series 2006Bonds. For any other series
of Bonds, “Defeasance Obligations” means any obligations which are permitted by Oregon law
to be used in City advance refunding escrows.
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“DTC” means The Depository Trust Company.
“Gross Revenue Fund” means the fund described in Section 3.2.
“Gross Revenues” means (a) all amounts due to the City under a Power Sales Agreement;
(b) any City Offsets; and (c) if no Power Sales Agreement is in effect, any net revenues the City
receives from the sale of power from the Project that are described in Section 6.1(B)(2)(a).
“Indenture” means this Trust Indenture authorizing the Bonds, as it may from time to
time be supplemented or amended in accordance with its terms.
“Insurance Subaccount” means the account in the Renewal and Replacement Fund that is
described in Section 3.7(C).
“Original Power Sales Agreement” means the Power Sales Agreement dated as of
April 12, 1979 between the City and Portland General Electric Company, as it has been and may
in the future be amended.
“Outstanding” means, while all Bonds are in BEO form, all Bonds except Bonds which
have been paid, or bonds which have been defeased as provided in Section 8.2. If Bonds have
been issued that are not in BEO form and require presentation by Owners to obtain payment,
“Outstanding” does not include Bonds which have matured or been called for redemption but
have not been presented for payment, if the Trustee holds amounts sufficient to pay those Bonds
when they are presented for payment.
“Owner” means a registered owner of a Bond, as shown on the Bond registration books
maintained by the Trustee.
“Parity Obligations” means obligations issued on a parity with the Series 2006 Bonds
pursuant to ARTICLE 5 of this Indenture.
“Permitted Investments” means the investments listed in Attachment B while the Series
2006 Bond Insurance Policy is in effect. If the Series 2006 Bond Insurance Policy is not in
effect, “Permitted Investments” means any investments which the City is authorized to make
under Oregon law.
“Power Sales Agreement” means the Original Power Sales Agreement and any
replacement agreement that is executed pursuant to Section 6.1.
“Project” means the City’s existing hydroelectric power generating facilities on the Bull
Run River in Multnomah and Clackamas Counties, including any future improvements to those
facilities.
“Purchaser” means Portland General Electric Company, the purchaser under the Original
Power Sales Agreement, and its successors and permitted assignees, and any purchaser of power
under a replacement Power Sales Agreement that is executed pursuant to Section 6.1.
“Rating Agency” means Moody’s Investors Service, Standard & Poor’s, Fitch Investors
Service, Inc., or a similar, nationally recognized rating agency.
“Record Date” means the fifteenth day of the month preceding a month in which Bond
interest is scheduled to be paid.
“Renewal and Replacement Fund” means the fund described in Section 3.6.
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“Security” refers to amounts that secure all Bonds, and means the Gross Revenues while
they are in the Gross Revenue Fund and all amounts in the Debt Service Account. The Security
does not include any amounts in the Series 2006 Reserve Account which are pledged to pay only
the Series 2006 Bonds. The Security also does not include amounts in any other reserve account,
the Renewal and Replacement Fund or the Surplus Fund.
“Series 2006 Bond Insurance Policy” means the financial guaranty insurance policy
issued by the Ambac Assurance insuring the payment when due of the principal of and interest
on the Series 2006 Bonds as provided therein.
“Series 2006 Bonds” means the City’s Hydroelectric Power Revenue Refunding Bonds,
Series 2006 (Federally Taxable) that are described in Section 4.1.
“Series 2006 Reserve Account” means the account that is described in Section 3.5.
“Series 2006 Reserve Credit Facility” means a letter of credit, a surety bond, standby
bond purchase agreement or other credit enhancement device, in which the provider of the Series
2006 Reserve Credit Facility unconditionally agrees to provide the City or the Trustee with funds
to be used to pay debt service on the Series 2006 Bonds, in lieu of making withdrawals from the
Series 2006 Reserve Account. The provider of a Series 2006 Reserve Credit Facility must be an
entity whose long-term debt obligations or claims-paying ability (as appropriate) are rated one of
the two highest rating categories by a Rating Agency which has rated Series 2006 Bonds
“Series 2006 Reserve Requirement” means an amount equal to the maximum debt service
due in any Bond Year on all Outstanding Series 2006 Bonds, calculated for Bond Years
beginning on or after October 2, 2006.
“Series 2006 Valuation Date” means October 2nd of each year (or the first Business Day
thereafter if October 2nd is not a Business Day).
“Surplus Fund” means the fund that is described in Section 3.8.
ARTICLE 3. PLEDGE; DEBT SERVICE ACCOUNT; SECURITY FOR BONDS.

3.1 Pledge.
(A)
Pledge for all Bonds. The City hereby pledges and assigns the Security to the Trustee to
provide for the payment of principal of, premium (if any) and interest on Bonds as provided in
this Indenture.
(B)
Special Pledge for Series 2006 Bonds. The City hereby pledges and assigns amounts in
the Series 2006 Reserve Account to the Trustee to provide for the payment of principal of,
premium (if any) and interest on the Series 2006 Bonds as provided in this Indenture.
(C)
Pursuant to ORS 288.594, the pledges made in this Section 3.1 shall be valid and binding
from the time of the delivery of this Indenture. The amounts so pledged and hereafter received
by the City or the Trustee shall immediately be subject to the lien of such pledge without any
physical delivery or further act, and the lien of the pledge shall be superior to all other claims and
liens whatsoever.
(D)
The Trustee agrees to hold all portions of the Security the Trustee receives in trust for the
equal and proportionate benefit of Owners as provided in this Indenture. The Trustee also agrees
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to hold amounts in the Series 2006 Reserve Account in trust for the equal and proportionate
benefit of Owners of Series 2006 Bonds as provided in this Indenture.
3.2 Gross Revenue Fund.
(A)
The Trustee shall establish, hold and maintain the Gross Revenue Fund so long as the
Bonds are Outstanding.
(B)
While a Power Sales Agreement is in effect all Gross Revenues payable by a Purchaser
shall be paid by the Purchaser directly to the Trustee. In addition, the City shall pay the amount
of any City Offsets to the Trustee to the extent required to provide the Trustee with amounts
sufficient to make the transfers described in Section 3.2(C)(1) and Section 3.2(C)(2). If no
Power Sales Agreement is in effect the City shall transfer any net revenues from the operation of
the Project to the Trustee. The Trustee shall credit all amounts described in this Section 3.2(B)
to the Gross Revenue Fund.
(C)
On the twentieth day of each calendar month (or on the first Business Day thereafter if the
twentieth day is not a Business Day), the Trustee shall apply amounts in the Gross Revenue Fund
for the following purposes in the following order of priority:
(1)
First, the Trustee shall make the transfers to the Debt Service Account of the Bond Fund
that are required by Section 3.4(B);
(2)
Second, the Trustee shall make the transfers to the Series 2006 Reserve Account that are
required by Section 3.5, and to any reserve accounts that are subsequently established for Parity
Obligations pursuant to Section 3.6;
(3)
Third, the Trustee shall make the transfers to the Renewal and Replacement Fund that are
required by Section 3.7; and,
(4)
Fourth, the Trustee shall transfer any amounts remaining in the Gross Revenue Fund to
the Surplus Fund.
3.3 Bond Fund.
(A)
The Trustee shall establish, hold and maintain the Bond Fund as an account that is
separate from the Gross Revenue Fund so long as the Bonds are Outstanding. The Bond Fund
shall contain the Debt Service Account, the Series 2006 Reserve Account and any reserve
accounts that may subsequently be established for Parity Obligations.
(B)
Except as otherwise expressly provided in this Indenture, amounts in the Bond Fund shall
be used only to pay Bond principal, interest and premium, if any.
3.4 Debt Service Account.
(A)
The Trustee shall establish, hold and maintain the Debt Service Account as an account in
the Bond Fund so long as the Bonds are Outstanding. As long as Bonds are Outstanding,
amounts in the Debt Service Account shall be used only as provided in this section.
(B)
In accordance with Section 3.2(C)(1) and not later than the twentieth day of each calendar
month (or on the first Business Day thereafter if the twentieth day is not a Business Day)
beginning April 20, 2006, the Trustee shall, on behalf of the City, transfer from the Gross
Revenue Fund to the Debt Service Account an amount equal to: one-sixth of the Bond interest to
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become due on the next ensuing Bond interest payment date, plus (i) until September 20, 2006,
one sixth of the Bond principal to become due on October 1, 2006 and (ii) after September 20,
2006, one twelfth of the Bond principal to become due on the next ensuing Bond principal
payment date. However, no transfer shall be required under this Section 3.4(B) at any time
during any Bond Year if amounts then in the Debt Service Account are sufficient and available to
pay all Bond principal, interest and premium, if any, that is due during that Bond Year.
(C)
If any Bonds are to be redeemed prior to their scheduled maturity date, the Purchaser or
the City shall set aside with, and transfer to, the Trustee for deposit into the Debt Service
Account an amount sufficient (after taking into account other amounts available in the Debt
Service Account for such purpose) to pay all Bond principal, interest and premium, if any, which
is due on the date of redemption.
(D)
Earnings on amounts in the Debt Service Account shall be credited to the Debt Service
Account when they are received by or available to the Trustee. Any balance in the Debt Service
Account on the first Business Day of each Bond Year (after payment of any Bond principal,
interest and premium, if any that was due on the preceding October 1st) shall be held in the Debt
Service Account and applied to reduce the last transfer to the Debt Service Account that is
required by Section 3.2(C)(1) for that Bond Year.
(E)
Amounts in the Debt Service Account may be applied to defease or purchase Bonds if the
balance remaining in the Debt Service Account is at least equal to the amount that would have
been required to be credited to the Debt Service Account for any Bonds that are not defeased or
purchased.
(F)
If, on the Business Day prior to any Bond payment date, the amount in the Debt Service
Account is not sufficient to pay the Series 2006 Bond principal, interest or premium that is due
on that Bond payment date, the Trustee shall transfer from the Series 2006 Reserve Account to
the Debt Service Account an amount equal to the deficiency (or the entire amount available in
that Series 2006 Reserve Account, if less). Amounts transferred from the Series 2006 Reserve
Account to the Debt Service Account shall be used only to pay Series 2006 Bond principal,
interest and premium, if any, and shall not be used to pay any Parity Obligations.
3.5 The Series 2006 Reserve Account and the Series 2006 Reserve Requirement.
(A)
The Trustee shall establish, hold and maintain the Series 2006 Reserve Account as an
account in the Bond Fund so long as the Series 2006 Bonds are Outstanding. The Series 2006
Reserve Account shall secure only the Series 2006 Bonds. Except as specifically provided in this
Section 3.5, amounts in the Series 2006 Reserve Account shall be used only to pay principal,
interest and premium, if any, on the Series 2006 Bonds, and only if amounts in the Debt Service
Account are not sufficient to make those payments.
(B)
At Closing of the Series 2006 Bonds the City shall provide for the deposit into the Series
2006 Reserve Account an amount equal to the Series 2006 Reserve Requirement. If approved by
Ambac Assurance, the deposit may be made in the form of one or more Series 2006 Reserve
Credit Facilities.
(C)
The Trustee shall maintain a balance in the Series 2006 Reserve Account which is equal
to the Series 2006 Reserve Requirement, but solely from transfers of Gross Revenues pursuant to
Section 3.2(C)(2). The balance in the Series 2006 Reserve Account shall be deemed to be equal
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to the sum of the following amounts, calculated as of the most recent Series 2006 Valuation
Date: the cash in the Series 2006 Reserve Account; plus the value of Permitted Investments in
the Series 2006 Reserve Account; plus the amount then available to be drawn under any Series
2006 Reserve Credit Facilities.
(D)
If the balance in the Series 2006 Reserve Account on a Series 2006 Valuation Date is less
than the Series 2006 Reserve Requirement, the Trustee shall begin making transfers of Gross
Revenues to the Series 2006 Reserve Account in accordance with Section 3.2(C)(2).
(1)

Transfers to the Series 2006 Reserve Account shall be applied first, to reimburse the
providers of any Series 2006 Reserve Credit Facilities pro rata for amounts advanced
under those Series 2006 Reserve Credit Facilities; second, to replenish the balance in the
Series 2006 Reserve Account with cash or Permitted Investments; and third to pay any
other amounts owed under any Series 2006 Reserve Credit Facilities pro rata (including
any interest, fees and penalties associated with any draw under any Series 2006 Reserve
Credit Facilities).

(2)

Transfers under Section 3.2(C)(2) shall commence immediately following each Series
2006 Valuation Date on which the balance in the Series 2006 Reserve Account is less
than the Series 2006 Reserve Requirement, and shall continue until the balance in the
Series 2006 Reserve Account is equal to the Series 2006 Reserve Requirement.

(E)
If the balance in the Series 2006 Reserve Account on a Series 2006 Valuation Date is
greater than the Series 2006 Reserve Requirement the City may direct the Trustee to credit the
excess to the Debt Service Account.
(F)
Moneys in the Series 2006 Reserve Account may be invested only in Permitted
Investments that mature no later than the final maturity date of the Series 2006 Bonds. Earnings
on the Series 2006 Reserve Account shall be credited to that account when they are received by
or available to the Trustee.
(G)
Permitted Investments in the Series 2006 Reserve Account shall be valued on each Series
2006 Valuation Date as provided in Section 6.12(D).
(H)
Withdrawals from the Series 2006 Reserve Account shall be made in the following order
of priority:
(1)

First, from any cash on deposit in the Series 2006 Reserve Account;

(2)

Second, from the liquidation proceeds of any Permitted Investments on deposit in the
Series 2006 Reserve Account; and

(3)
Third, from moneys drawn or paid pro-rata under any Series 2006 Reserve Credit
Facilities.
(I)
All amounts on deposit in the Series 2006 Reserve Account may be applied to the final
payment (whether at maturity or by prior redemption) of the last remaining Series 2006 Bonds.
Amounts so applied shall be applied to reduce the transfers the Trustee is directed to make under
Section 3.2(C)(1).
(J)
Amounts in the Series 2006 Reserve Account may be transferred into escrow to defease
Series 2006 Bonds, but only if the balance remaining in the Series 2006 Reserve Account after
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the transfer is at least equal to the Series 2006 Reserve Requirement for the Series 2006 Bonds
that remain Outstanding after the defeasance.
3.6 Subsequent Reserve Accounts.
(A)
The Trustee may, at the request of the City, establish, hold and maintain additional
reserve accounts in the Bond Fund to secure Parity Obligations.
(B)
If an additional reserve account is created in the Bond Fund, the City shall, before it
issues the first series of Parity Obligations that are secured by that additional reserve account,
establish the reserve requirement for that account and pledge amounts in that account to pay the
Parity Obligations that are secured by that account.
(C)
If the balance in the Series 2006 Reserve Account and any subsequent reserve account
falls below its reserve requirement (a “deficient reserve account”), the balance shall be
replenished from transfers described in Section 3.2(C)(2). If amounts available in the Gross
Revenue Fund to make transfers to each deficient reserve account is not sufficient to make all
required transfers, the available amounts shall be transferred and credited pro rata among the
deficient reserve accounts.
(D)
The City shall not create any reserve accounts under this Section 3.6 for any purpose
except securing Parity Obligations in accordance with this Indenture.
3.7 Renewal And Replacement Fund.
(A)
The Trustee shall establish, hold and maintain the Renewal and Replacement Fund as an
account that is separate from the Gross Revenue Fund. The Renewal and Replacement Fund
shall be initially funded with a deposit of $8,000,000 pursuant to Section 4.6(A). Amounts in the
Renewal and Replacement Fund are not pledged to pay the Bonds. The Trustee shall transfer
Gross Revenues available under Section 3.2(C)(3) to the Renewal and Replacement Fund to
maintain the balance in that fund at the level provided in Section 2(a)(3) of the Original Power
Sales Agreement, as amended by Section 8 of the 2006 Amendments to the Power Sales
Agreement.
(1)
All net proceeds from the disposition of any part of the Project shall be paid to the
Trustee and deposited in the Renewal and Replacement Fund.
(2)
Earnings on the Renewal and Replacement Fund shall be credited to the Renewal and
Replacement Fund when they are received by or available to the Trustee.
(3)
The Trustee shall value amounts in the Renewal and Replacement Fund on the last
Business Day of August in each year in accordance with 6.12(D). If the balance in the Renewal
and Replacement Fund (excluding any amounts in the Insurance Subaccount) on the last
Business Day of August exceeds the level provided in Section 2(a)(3) of the Original Power
Sales Agreement, as amended by Section 8 of the 2006 Amendments to the Power Sales
Agreement, the City shall instruct the Trustee to transfer any excess from the Renewal and
Replacement Fund to the Debt Service Account.
(B)
Except as provided in the next sentence, amounts in the Renewal and Replacement Fund
shall be used only for any repairs, renewals or replacements of the Project or for replacement or
purchase of equipment or property for use in its operations as designated in a written request by
the City to the Trustee. Amounts in the Insurance Subaccount may also be used to reimburse the
A-10

City or the Purchaser for costs of repairs, renewals or replacements made as a result of direct
physical loss, damage to, or destruction of, the Project.
(C)
The Trustee shall create the Insurance Subaccount in the Renewal and Replacement Fund,
and shall credit to the Insurance Subaccount all insurance proceeds that the City transfers to the
Trustee pursuant to Section 6.11. Amounts in the Insurance Subaccount shall not be treated as
being in the Renewal and Replacement Fund for purposes of calculating the payments that the
Purchaser is required to make under the Power Sales Agreement to replenish the Renewal and
Replacement Fund or the transfers that the Trustee is required to make under Section 3.2(C)(3).
(1)

Amounts in the Insurance Subaccount shall be used only:

(a)
to repair or reconstruct the damaged or destroyed portion of the Project (or to reimburse
the City or the Purchaser for costs of repairing or reconstructing the Project); or,
(b)
to call or defease Bonds or for deposit in the Debt Service Account to make regularly
scheduled Bond payments.
(2)
If insurance proceeds are not available for use as provided in Section 3.7(C)(1)(a), the
Trustee shall apply all amounts in the Insurance Subaccount as described in Section 3.7(C)(1)(b).
(D)
When this Indenture is discharged, any amounts in the Renewal and Replacement Fund
shall be distributed as provided in any Power Sales Agreement which is then in effect. If no
Power Sales Agreement is then in effect, all amounts in the Renewal and Replacement Fund shall
be transferred to the City.
3.8 The Surplus Fund.
(A)
The Trustee shall establish, hold and maintain the Surplus Fund as an account that is
separate from the Gross Revenue Fund. The Trustee shall credit to the Surplus Fund the amounts
described in Section 3.2(C)(4). Amounts in the Surplus Fund are not pledged to pay the Bonds.
(B)
Earnings on amounts in the Surplus Fund shall be credited to the Surplus Fund when they
are received by or available to the Trustee.
(C)
City.

Amounts in the Surplus Fund shall be paid by the Trustee at the written direction of the

3.9 Security For Bonds and Other Obligations Under This Indenture.
The Bonds are special obligations of the City that are payable solely from the Security and
amounts in any reserve account that are pledged to particular series of Bonds as provided in this
Indenture. The Bonds shall not be general obligations or liabilities of the City, and shall not be a
charge on the taxing power or any assets of the City except the Security.
ARTICLE 4. THE SERIES 2006 BONDS.

4.1 Basic Terms of Series 2006 Bonds.
The Series 2006 Bonds are issued pursuant to this Indenture in the aggregate principal amount of
Dollars ($21,370,000). The Series 2006 Bonds shall be in denominations of $5,000 or integral
multiples, shall be dated with their date of delivery, shall bear interest which is includable in
gross income under the Code and is payable semiannually on April 1 and October 1 of each year,
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commencing October 1, 2006, and shall mature on the following dates in the following amounts
and bear interest at the following rates:
Date

Principal Amount

Interest Rate

[to be inserted]
4.2 The BEO System.
The Series 2006 Bonds shall be initially issued in BEO form, substantially as shown in
Attachment A, and shall be governed by this Section 4.2. Parity Obligations shall be initially
issued in BEO form and shall be subject to this Section 4.2 unless a Supplemental Indenture
provides to the contrary. While Bonds are in BEO form no physical Bonds shall be provided to
Owners of Bonds. The City has executed and delivered a blanket Letter of Representations (the
“Letter”) to DTC. While the Bonds are in BEO form, registration and transfer of beneficial
interests in the Bonds shall be governed by the Letter and the operational arrangements of DTC,
as they may be amended from time to time, as provided in the City’s Letter. So long as Bonds
are in BEO form:
(A)
Except as specifically provided in ARTICLE 11 or any subsequent provisions treating
Bond Insurers as Owners under Section 10.3, DTC shall be treated as the Owner for all purposes,
including payment and the giving of notices to Owners of Bonds. Bond payments shall be made,
and notices shall be given, to DTC in accordance with the Letter. Any failure of DTC to advise
any of its participants, or of any participant to notify the beneficial owner, of any such notice and
its content or effect will not affect the validity of the redemption of Bonds called for redemption
or of any other action premised on such notice.
(B)
The City may direct the Trustee to discontinue maintaining the Bonds in the BEO form at
any time. The Trustee shall discontinue maintaining the Bonds in BEO form if DTC determines
not to continue to act as securities depository for the Bonds, or fails to perform satisfactorily as
depository, and a satisfactory substitute depository cannot reasonably be found.
(C)
If the Trustee discontinues maintaining the Bonds in BEO form, the Trustee shall
authenticate and deliver replacement Bonds in fully registered form in authorized denominations
in the names of the beneficial owners or their nominees; thereafter the provisions set forth in
Section 4.4 below, regarding registration, transfer and exchange of Bonds shall apply.
(D)
While the Bonds are in BEO form, the Trustee shall have no responsibility or obligation
to any participant or correspondent of DTC or to any beneficial owner on behalf of which such
participants or correspondents act as agent for the beneficial owner with respect to:
(1)
the accuracy of the records of DTC, the nominee or any participant or correspondent with
respect to any beneficial owner's interest in the Bonds;
(2)
the delivery to any participant or correspondent or any other person of any notice with
respect to the Bonds, including any notice of redemption;
(3)
or

the selection by DTC of the beneficial interest in Bonds to be redeemed prior to maturity;
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(4)
the payment to any participant, correspondent, or any other person other than the
registered owner of the Bonds as shown in the registration books maintained by the Trustee, of
any amount with respect to principal, any premium or interest on the Bonds.
(E)
The Trustee shall pay or cause to be paid all principal, premium and interest on the Bonds
only to or upon the order of the owner, as shown in the registration books maintained by the
Trustee, and all such payments shall be valid and effective to fully satisfy and discharge the
Trustee's obligation with respect to payment thereof to the extent of the sum or sums so paid.
(F)
The provisions of this Section 4.2 may be modified without the consent of the beneficial
owners to conform this section to the standard practices of DTC or any successor depository for
bonds issued in BEO form.
4.3 Authentication, Registration and Transfer.
(A)
No Bond shall be entitled to any right or benefit under this Indenture unless an authorized
officer of the Trustee shall have executed it. The Trustee shall execute all Bonds to be delivered
at Closing, and shall additionally execute all Bonds issued in exchange for Bonds properly
surrendered for exchange or transfer pursuant to this Indenture.
(B)
The ownership of all Bonds shall be entered in the Bond register maintained by the
Trustee, and the Trustee may treat the person listed as owner in the Bond register as the owner of
the Bond for all purposes, except as provided in Section 10.3 and ARTICLE 11.
(C)
While the Bonds are in BEO form, the Trustee shall transfer Bond principal, interest and
any premium payments in the manner required by DTC.
(D)

If the Bonds cease to be in BEO form:

(1)
the Trustee shall mail by first class mail, postage prepaid, each interest payment on the
interest payment date (or the next Business Day if the payment date is not a Business Day) to the
name and address of the Owners as they appear on the Bond register as of the Record Date. If
payment is so mailed, neither the Trustee nor any Bond Insurer shall have any further liability to
any party for such payment. Principal of each Bond shall be paid only on or after the stated
maturity date thereof or date fixed for earlier redemption thereof, and then only upon presentation
and surrender of such Bond to the Trustee at its principal corporate trust office in Portland,
Oregon.
(2)
Bonds may be exchanged for an equal principal amount of Bonds of the same series and
maturity which are in different denominations, and Bonds may be transferred to other Owners in
each case if the Owner submits the following to the Trustee:
(a)
written instructions for exchange or transfer satisfactory to the Trustee, signed by the
Owner or attorney in fact and guaranteed or witnessed in a manner satisfactory to the Trustee;
and
(b)

the Bonds to be exchanged or transferred.

(3)
The Trustee shall note the date of authentication on each Bond. The date of
authentication shall be the date on which the Owner's name is listed on the Bond register.
(4)
For purposes of this Section 4.3, Bonds shall be considered submitted to the Trustee on
the date the Trustee actually receives the materials described in Section 4.3(D)(2), above.
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(E)
The Trustee may alter these provisions regarding registration and transfer by mailing
notification of the altered provisions to all Owners. The altered provisions shall take effect on
the date stated in the notice, which shall not be earlier than 45 days after notice is mailed.
4.4 Redemption of Bonds.
(A)
The Series 2006 Bonds shall be subject to optional and mandatory redemption only as
provided in this Section.
(1)

Optional Redemption

(2)

Mandatory Redemption [to be inserted]

(B)
If any Bonds are subject to mandatory redemption, the Trustee shall credit against the
mandatory redemption requirement any Bonds of the same maturity that have been redeemed at
the option of the City or a Purchaser, and any Bonds of the same maturity which the City or a
Purchaser have previously purchased and tendered to the Trustee for cancellation.
(C)
So long as Bonds are in BEO form, the Trustee shall notify DTC of any optional
redemption pursuant to the Letter not less than thirty (30) days prior to the date fixed for
redemption, and shall provide such information in connection therewith as required by the Letter.
(D)
During any period in which the Bonds are not in BEO form, unless waived by any Owner
of the Bonds to be redeemed, official notice of any redemption of Bonds shall be given by the
Trustee by mailing a copy of an official redemption notice by first class mail postage prepaid at
least thirty (30) days and not more than sixty (60) days prior to the Bond redemption date to the
Owner of the Bond or Bonds to be redeemed at the address shown on the Bond register or at such
other address as is furnished in writing by such Owner to the Trustee. All such official notices of
redemption shall be dated and shall state:
(1)

the Bond redemption date,

(2)

the redemption price,

(3)
if less than all Outstanding Bonds are to be redeemed, the identification (and, in the case
of partial redemption, the respective principal amounts) of the Bonds to be redeemed,
(4)
that on the date fixed for redemption, the redemption price will become due and payable
upon each such Bond or portion thereof being redeemed, and that interest thereon shall cease to
accrue from and after said date, and
(5)
the place where such Bonds are to be surrendered for payment of the redemption price,
which place of payment shall be the principal office of the Trustee in Portland, Oregon.
(E)
If notice of redemption has been given in accordance with this Indenture, and sufficient
funds for redemption have been deposited with the Trustee to pay the Bonds that have been
called for redemption, the Bonds that have been called for redemption shall cease to bear interest
on the date fixed for their redemption.
(F)

Credits Against Mandatory Redemption.

(1)
While a Power Sales Agreement is in effect: if Series 2006 Bonds have been optionally
redeemed pursuant to Section 4.4(A)(1) or if the Purchaser has acquired Series 2006 Bonds for
cancellation, the Purchaser may instruct the Trustee to credit the principal amount of the Series
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2006 Bonds that have been so redeemed or so acquired against any mandatory redemption
requirement shown in Section 4.4(A)(2).
(2)
While a Power Sales Agreement is not in effect or if the City has acquired Series 2006
Bonds for cancellation: the City may instruct the Trustee to credit the principal amount of the
Series 2006 Bonds that have been redeemed pursuant to Section 4.4(A)(1) or acquired by the
City for cancellation against any mandatory redemption requirement shown in Section 4.4(A)(2).
4.5

Disposition Of Series 2006 Bond Proceeds; Defeasance and Redemption of 1979 and
1993 Bonds.

(A)
An amount which is sufficient, with other amounts transferred to the Trustee by the City,
to defease and redeem the 1979 Bonds shall be held irrevocably in trust by the Trustee in its
capacity as trustee under the 1979 Indenture pursuant to Section 8.01(b) of the 1979 Indenture,
and applied to pay all principal, interest and premium on the 1979 Bonds on October 1, 2006.
The Trustee shall invest such amounts at the instruction of the City in “Qualified Securities” (as
defined in Section 4.08 of the 1979 Indenture) which mature on or before April 1, 2006.
(1)

The City hereby irrevocably calls the 1979 Bonds for redemption on October 1, 2006.

(2)
The Trustee, in its capacity as trustee under the 1979 Indenture, agrees to give notice of
the redemption of the 1979 Bonds pursuant to the terms of the 1979 Bonds.
(3)
If, for any reason, at any time, the amounts available to the Trustee are not sufficient to
permit it to pay all principal, interest and premium on the 1979 Bonds required by this Section
4.5, the Trustee shall notify the City immediately, and the City shall transfer to the Trustee an
amount sufficient to permit the Trustee to make those payments. The Trustee makes no
representation that the amounts deposited with it are sufficient to pay the 1979 Bonds, and
assumes no liability for any insufficiency.
(B)
An amount which is sufficient, with other amounts transferred to the Trustee by the City,
to defease and redeem the 1993 Bonds on May 25, 2006, shall be held irrevocably in trust by the
Trustee in its capacity as trustee under the 1993 Indenture pursuant to Section 9.1.4 of the 1993
Indenture, and applied to pay all principal, interest and premium on the 1993 Bonds on May 25,
2006. The Trustee shall invest such amounts at the instruction of the City in “Governmental
Obligations” (as defined in Article 3 of the 1993 Indenture) which mature on or beforeMay 25,
2006.
(1)
The City hereby irrevocably calls the 1993 Bonds for redemption on [insert redemption
date].
(2)
The Trustee, in its capacity as trustee under the 1993 Indenture, agrees to give notice of
the redemption of the 1993 Bonds pursuant to the terms of the 1993 Bonds.
(3)
If, for any reason, at any time, the amounts available to the Trustee are not sufficient to
permit it to pay all principal, interest and premium on the 1993 Bonds required by this Section
4.5, the Trustee shall notify the City immediately, and the City shall transfer to the Trustee an
amount sufficient to permit the Trustee to make those payments. The Trustee makes no
representation that the amounts deposited with it are sufficient to pay the 1993 Bonds, and
assumes no liability for any insufficiency.
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(C)
Any remaining proceeds of the Series 2006 Bonds shall be transferred to the City and
applied to pay costs of issuing the Series 2006 Bonds.
4.6 Application Of Amounts Held Under 1979 And 1993 Indentures.
(A)
$8,000,000 of the amounts held in the renewal and replacement fund held under the 1979
Indenture shall be transferred to the Renewal and Replacement Fund, and any excess shall be
paid to the City whereupon it is to be divided equally between the City and Portland General
Electric Company in accordance with the provisions of Section 6 of the 2006 Amendments to the
Power Sales Agreement.
(B)
Amounts in the “Debt Service Reserve Fund” as defined in the 1979 Indenture shall be
applied at closing of the Series 2006 Bonds to fund the Series 2006 Reserve Account. Any
amounts in the Debt Service Reserve Fund in the 1979 Indenture in excess of the Series 2006
Reserve Requirement shall be applied to the escrow to defease and redeem the 1979 Bonds and
the 1993 Bonds, used to pay for costs of issuing the Series 2006 Bonds, or deposited in the Debt
Service Account.
(C)
To the extent practicable, amounts in the "Debt Service Fund" as defined in the 1979
Indenture (approximately $811,612.62) and amounts in the "Subordinate Bond Account" as
defined in the 1993 Indenture (approximately $416,681.06) shall be applied at Closing of the
Series 2006 Bonds to the escrow to defease and redeem the 1979 Bonds and the 1993 Bonds.
Any amounts that are not so applied shall be used to pay for costs of issuing the Series 2006
Bonds, or deposited in the Debt Service Account.
ARTICLE 5. PARITY OBLIGATIONS.

The City may issue Parity Obligations to repair, replace, improve, or expand the Project or to
refund Bonds upon satisfaction of any conditions in the Power Sales Agreement that is then in
effect (including any consent of the Purchaser that is required by that Power Sales Agreement),
but only if that Power Sales Agreement requires the Purchaser to pay amounts equal to all debt
service on the Parity Obligations, and only if no Default has occurred and is continuing under
this Indenture. Parity Obligations shall be secured by a pledge of the Security that is on a parity
with the Series 2006 Bonds. Parity Obligations may also be secured by a reserve account that is
created pursuant to Section 3.6 of this Indenture.
ARTICLE 6. COVENANTS.

6.1 The Power Sales Agreement.
(A)

Amendment of Power Sales Agreement.

(1)
The City covenants that it shall not amend or grant a waiver or consent under or with
respect to the Power Sales Agreement to decrease any payments from the Purchaser that are to be
in the Debt Service Account or any reserve accounts for Bonds unless the City first obtains the
consent of all Bond Insurers with Bond Insurance Policies that are then in effect, and the consent
of the Owners of a majority in principal amount of any affected Bonds that are not secured by a
Bond Insurance Policy. The City may amend or grant a waiver or consent under or with respect
to the Power Sales Agreement in any other way that the City reasonably determines is not
materially adverse to the interests of Owners without the consent of any Owners or Bond
Insurers.
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(2)
However, while the Series 2006 Bonds are Outstanding and the Series 2006 Bond
Insurance Policy is in effect, Section 11.1 requires the consent of Ambac Assurance for
amendments, waivers or consents relating to the Power Sales Agreement.
(B)

Termination of the Power Sales Agreement.

(1)
If a Purchaser defaults in its obligations under a Power Sales Agreement the City may
terminate the defaulted Power Sales Agreement only if either:
(a)the sum, in any six month period, of the payments made to the Trustee by the Purchaser, plus
the City Offsets for that six month period, are less than the “Annual Power Cost” as defined in
the Original Power Sales Agreement; or,
(b)the City obtains the consent of Owners (or Bond Insurers who are treated as Owners under
Section 10.3) of more than fifty percent of the Outstanding principal amount of Bonds. In
addition, while the Series 2006 Bonds are Outstanding and the Series 2006 Bond Insurance
Policy is in effect, Section 11.1 requires the consent of Ambac Assurance for any termination of
the Power Sales Agreement.
(2)
If the City terminates a Power Sales Agreement the City shall, at the direction of Owners
(or Bond Insurers who are treated as Owners under Section 10.3) of more than fifty percent of the
Outstanding principal amount of Bonds and to the extent then permitted by law:
(a) sell power from the Project and transfer the power sale revenues that remain after payment of
reasonable operation and maintenance expenses of the Project to the Trustee for deposit in the
Gross Revenue Fund; or,
(b) enter into a replacement Power Sales Agreement that matches, to the extent practical, the
terms of the Original Power Sales Agreement.
(3)
Section 6.1(B)(2)shall not obligate the City to enter into a replacement Power Sales
Agreement that grants the replacement Purchaser the right to purchase power from the Project
after the scheduled expiration date of the defaulted Power Sales Agreement.
(4)
The City may treat its expenses of complying with its obligations under this Section 6.1
as an operation and maintenance expense of the Project, and may use Project revenues to pay or
reimburse those costs.
(C)

Enforcement of the Power Sales Agreement.

The City agrees to enforce each Power Sales Agreement in accordance with its terms.
6.2 Ownership of the Project.
The City covenants and warrants that it lawfully owns and is, or will be, lawfully possessed of
the Project, and has good and marketable title to the Project, subject to existing encumbrances.
6.3 Limitation on Other Pledges and Liens on the Security.
The City covenants that it will not, directly or indirectly, create, assume, incur or suffer to exist
any pledge, encumbrance, lien or charge of any kind on the Security which is superior to the
claim of the Bonds, and that it will grant parity liens and pledges only as permitted by ARTICLE
5. The City reserves the right to pledge, lien or otherwise encumber any Gross Revenues which
are available for credit to the Surplus Fund.
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6.4 The Project.
The City covenants and agrees that, while a Power Sales Agreement is in effect it will require the
Purchaser to maintain the Project in good condition, repair and working order. If a Power Sales
Agreement is not in effect the City covenants that it will apply the Gross Revenues to maintain
the Project in good condition, repair and working order while Bonds are Outstanding.
6.5 The Consulting Engineer.
The City will retain an independent consulting engineer or engineering firm (the “Consulting
Engineer”). The Consulting Engineer shall make a physical examination of the Project and
prepare a report describing the operation and maintenance of the Project, within three years after
the closing of the Series 2006 Bonds at least once during every subsequent three year period.
The City shall file a copy of the each report with the Trustee and Ambac Assurance, for so long
as the Series 2006 Bond Insurance Policy is in effect and Ambac Assurance is not in default of
any of its payment obligations under the policy. The Trustee shall provide a copy of the report to
each Bond Insurer and Owner who requests one.
6.6 Payment and Indemnification of the Trustee.
The City will from time to time pay, or cause the Purchaser to pay, the Trustee reasonable
compensation for its services, and will reimburse and save harmless the Trustee from and against
all expenses, liability and damage incurred by the Trustee in connection with the execution of
trusts and powers hereunder except expenses, liabilities and damages which arise from its own
negligence or want of good faith.
6.7 Performance by City.
The City covenants and agrees that it will faithfully observe and perform all of its obligations
under this Indenture and that it will cooperate with the Trustee to enforce the obligations of
Purchasers under the Power Sales Agreements.
6.8 Project License.
The City covenants and agrees that it now has complete and lawful authority to maintain and
operate the Project and that no licenses (including but not limited to the license from the Federal
Energy Regulatory Commission (“FERC”)), permits, rights, franchises or privileges of the City
will be allowed to lapse or be forfeited so long as the same shall be necessary for the operations
of the Project and that it will procure the extension or renewal of each and every right, franchise
or privilege so expiring and necessary or desirable for the operation of the Project.
6.9 Books of Account.
The City will keep proper books of account in accordance with the rules and regulations
prescribed by any governmental agency authorized to prescribe such rules, including the state
auditor's office of the State of Oregon, and in accordance with the uniform system of accounts
prescribed by FERC. Such books of account are to be audited annually by a firm of independent
certified public accountants of national reputation experienced in electric utility accounting.
Owners may obtain copies of the annual financial statements showing the financial condition of
the Project and the annual audit report by sending a written request therefor to the City.
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6.10 Additional Documents.
The City agrees to furnish to the Trustee any additional documents that the Trustee reasonably
requires to evidence the Trustee’s rights to the amounts that are pledged to pay the Bonds under
this Indenture.
6.11 Insurance.
(A)
The City will keep the Project insured, to the extent such insurance is available at
reasonable cost with responsible insurers and at least to the extent that similar insurance is
usually carried by electric utilities operating like properties, against risks of direct physical loss,
damage to, or destruction of, the Project, and against any other risk mutually agreed upon by the
City and the Purchaser.
(B)
In the event of any single incident of loss or damage to or destruction of the Project in
excess of $1,000,000, the City shall transfer all insurance proceeds resulting from that loss,
damage or destruction to the Trustee for credit to the Insurance Subaccount of the Renewal and
Replacement Fund.
6.12 Investments.
(A)
All moneys in any of the funds and accounts created under this Indenture shall be
invested by the Trustee at the direction of the City in Permitted Investments. The Trustee may
conclusively rely upon such written direction of the City as to any and all investments.
(B)
Moneys in the funds and accounts created under this Indenture shall only be invested in
Permitted Investments the principal of and interest on which are payable not later than the dates
on which it is estimated that such moneys will be required hereunder.
(C)
The City acknowledges that to the extent regulations of the Comptroller of the Currency
or any other regulatory entity grant the City the right to receive brokerage confirmations of
investment transactions made under this Indenture as they occur, the City specifically waives
receipt of such confirmations to the extent permitted by law. The Trustee will furnish the City
periodic cash transaction statements that include the detail for all investment transactions made
under this Indenture.
(D)
The Trustee may make any and all investments permitted by the provisions of Section
6.12 hereof through its own or any of it's affiliate's investment departments.
(E)
The value of Permitted Investments in the Series 2006 Reserve Account and the Renewal
and Replacement Fund shall be determined as follows:
(1)

Except as provided below in Sections 6.12(E)(2), 6.12(E)(3) and 6.12(E)(4), all Permitted
Investments shall be valued at fair market value. The Trustee shall determine the fair
market value based on accepted industry standards and from accepted industry providers.
Accepted industry providers shall include but are not limited to pricing services provided
by Financial Times Interactive Data Corporation, Merrill Lynch, Salomon Smith Barney,
Bear Stearns, or Lehman Brothers.

(2)

Certificates of deposit and bankers’ acceptances shall be valued at their face amount,
plus. accrued interest.
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(3)

Any investment for which the fair market value can not be readily determined shall be
valued by prior agreement among the City, the Trustee, and all Bond Insurers.

(4)

Series 2006 Reserve Credit Facilities shall be valued at an amount which is available to
be drawn or paid under them.
ARTICLE 7. DEFAULT AND REMEDIES.

7.1 Defaults.
Any one or more of the following events shall be considered Defaults:
(A)
If a default shall be made in the payment of any principal, interest or premium on any of
the Bonds when the same shall become payable as therein and herein expressed; or
(B)
If a Purchaser defaults in the observance and performance of any of its covenants,
conditions and agreements in a Power Sales Agreement, and the default continues for ninety (90)
days after the Purchaser receives a written notice from a Bond Insurer or the Trustee, specifying
the default and demanding its cure; or
(C)
If the City defaults in the observance and performance of any of its covenants, conditions
and agreements in this Indenture, and the default continues for ninety (90) days after the City
receives a written notice from a Bond Insurer or the Trustee, specifying the default and
demanding its cure; or
(D)

If the Trustee declares a Default because an order, judgment or decree has been entered
by any court of competent jurisdiction:
(1)

Appointing a receiver, trustee or liquidator for the City, the Purchaser under the
Power Sales Agreement then in effect, or the whole or any part of the Project;

(2)

Approving a petition filed against the City or the Purchaser under the Power Sales
Agreement then in effect, seeking the bankruptcy, arrangement or reorganization
of either entity under any applicable law of the United States or the State of
Oregon; or

(3)

Assuming custody or control of the City or the Purchaser under the Power Sales
Agreement then in effect or of the whole or any part of the Project under the
provisions of any other law for the relief or aid of debtors and such order,
judgment or decree shall not be vacated or set aside or stayed (or, in case custody
or control is assumed by said order, such custody or control shall not be otherwise
terminated) within sixty (60) days from the date of the entry of such order,
judgment or decree; or

(E)
If the Trustee declares a Default because the City or the Purchaser under the Power Sales
Agreement then in effect:
(1)
due;

Admits in writing its inability to pay its debts generally as they become
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(2)
Files a petition in bankruptcy or seeking a composition of indebtedness
under any state or federal bankruptcy or insolvency law;
(3)
Consents to the appointment of a receiver of the whole or any part of the
Project;
(4)
Has a petition filed against it, seeking the bankruptcy, arrangement or
reorganization of it or any substantial portion of its assets, and such petition
remains undismissed for 60 days; or
(5)
Consents to the assumption by any court of competent jurisdiction under
the provisions of any other law for the relief or aid of debtors of custody or control
of the City or the Purchaser under the Power Sales Agreement then in effect or of
the whole or any part of the Project.
7.2 Acceleration.
The Bonds shall not be subject to acceleration if a Default occurs.
7.3 Payments to Trustee.
The City covenants and agrees in case default shall be made in the payment of any principal,
interest, or premium, if any, on any Bond when and as the same shall become payable, whether
by lapse of time, by declaration, by call for redemption or otherwise, that the Trustee shall
entitled to be paid from the Gross Revenues amounts sufficient to cover the cost and expense of
collection including reasonable compensation to the Trustee, its agents, attorneys and counsel
(including attorneys' fees in all trial and appellate courts), and any expense or liability incurred by
the Trustee hereunder.
7.4 Other Remedies.
Upon the happening of any Default specified in Section 7.1 and its continuance the Trustee may,
and upon the written request of the Owners of not less than twenty-five percent (25%) in
principal amount of Bonds then Outstanding and upon being first indemnified by them to its full
satisfaction against costs, loss or liability in the premises, shall:
(A)
file a claim on behalf of Owners in any proceeding described in Sections 7.1(D) or
7.1(E);
(B)
institute such suit or suits in equity or at law in any court of competent jurisdiction to
enforce and protect any of its rights or the rights of the Owners (or any of them) hereunder as it
may be advised by counsel to be appropriate.
7.5 Receiver for the Project.
Upon the happening of any Default and its continuance, the Trustee shall be entitled as of right to
continue the operation of the Project and to exercise all other rights and powers of receivers in
equity in connection therewith.
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7.6 Waiver of Default.
The Trustee shall, upon the written request of the Owners of the majority in principal amount of
the Bonds then Outstanding hereunder (exclusive of Bonds then owned by the City or the
Purchaser) waive any Default hereunder and its consequences and rescind any declaration of
maturity of principal, except (a) a Default in the payment of the principal of any of the said
Bonds at the date of maturity specified therein, and (b) a Default in the payment of interest unless
prior to such waiver or rescission all arrears of interest, with (to the extent legally enforceable)
interest (at the same rate per annum as the interest on principal) on overdue installments of
interest, and all expenses of the Trustee, shall have been paid or provided for; and in case of any
such waiver or rescission, or in case any proceedings taken by the Trustee on account of any such
Default shall have been discontinued or abandoned or determined adversely, then and in every
such case the City, the Trustee, and the Owners shall be restored to their former positions and
rights hereunder respectively. No such waiver or rescission shall extend to any subsequent or
other Default, or impair any right consequent thereon. The Trustee shall be entitled to accept and
rely upon a City's certificate as to the amount of Bonds at the time owned by the City.
7.7 Direct Owner Action Prohibited.
No Owner of any Bond shall have any right to institute any suit, action or proceeding in equity or
at law for any remedy hereunder unless such Owner shall previously have given to the Trustee
written notice of such Default, and of the continuation thereof as hereinbefore provided, nor
unless also the Owners of not less than twenty-five percent (25%) in principal amount of Bonds
then Outstanding shall have made written request to the Trustee and shall have offered to it a
reasonable opportunity either to proceed to exercise the powers hereinbefore granted or to
institute such action, suit or proceeding in its own name, and the Trustee shall have refused or
unreasonably delayed to comply with such request, nor unless also they or some one or more of
the Owners of the Bonds shall have offered the Trustee security and indemnity to the satisfaction
of the Trustee against the costs, expenses and liabilities to be incurred therein or thereby, and
such notification, request and offer of indemnity are hereby declared in every such case, at the
option of the Trustee, to be conditions precedent to any action or cause of action for the
appointment of a receiver or for any other remedy hereunder, it being understood and intended
that no one or more Owners of Bonds shall have any right, in any manner whatever, by his or
their action to enforce any right hereunder, except in the manner herein provided, and that all
proceedings at law or in equity shall be instituted and maintained in the manner herein provided,
and for the equal benefit of all Owners of such Outstanding Bonds.
7.8 Rights and Obligations Unconditional.
Nothing in this Indenture or in the Bonds shall, however, affect or impair the obligations of the
City which are unconditional and absolute, to pay the principal of and interest on the Bonds to
the respective Owners of the Bonds at the due date in such Bonds as provided in this Indenture,
nor affect or impair the right of action, which is also absolute and unconditional of such Owners
to enforce such payment against the City as herein provided.
7.9 Remedies Not Exclusive.
No remedy herein conferred upon or reserved to the Trustee is intended to be exclusive of any
other remedy or remedies, but each and every such remedy shall be cumulative and shall be in
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addition to every other remedy given hereunder or now or hereafter existing at law or in equity or
by statute. No delay or omission to exercise any right or power accruing upon any Default
continuing as aforesaid shall impair any such right or power or shall be construed to be a waiver
of any such Default or acquiescence therein, and every such right and power may be exercised
from time to time as often as may be deemed expedient.
7.10 Trustee May Enforce Owners' Rights.
All rights of action under this Indenture or under any of the Bonds may be enforced by the
Trustee without the possession of any of the Bonds or the production thereof in any trial or other
proceedings relative thereto, and any such suit or proceedings instituted by the Trustee shall be
brought in its name as Trustee, and any recovery of judgment shall be for the benefit of Owners
of the Bonds.
7.11 Application of Funds Obtained from Exercise of Remedies.
All money collected by or paid to the Trustee under the provisions of this article, together with
any other pledged funds then held by the Trustee, shall be applied at the date fixed by the Trustee
for the distribution of such money as follows:
(A)
First: to the payment of the costs and expenses of the collection of such money, including
the fees of attorneys and counsel, and of all other expenses and the charges and liabilities
incurred and all advances made by the Trustee under this Indenture, as well as just and
reasonable compensation for the services of the Trustee.
(B)
Second: to the payment of the amounts then due and unpaid upon the Bonds in respect
whereof such money shall have been collected, ratably and without preference or priority of any
kind, according to the amounts due and payable upon such Bonds, respectively, upon
presentation of the several Bonds and stamping such payment thereon, if partly paid, and upon
surrender and cancellation thereof, if fully paid.
(C)
Third: to restore the balance of the Series 2006 Reserve Account and any reserve account
created pursuant to Section 3.6 to their required levels.
(D)

Fourth: to restore the balance in the Renewal and Replacement Fund to its required level.

(E)

Fifth, for deposit in the Surplus Fund.

7.12 No Personal Liability.
No recourse under or upon any obligation, covenant, stipulation or agreement contained in this
Indenture or in any Bonds issued hereunder or because of the creation of any indebtedness hereby
authorized, shall be had against any officer, agent or employee, past, present or future, of the
City, as such, either directly or through the City by the enforcement of any assessment or by any
legal or equitable proceeding by virtue of any constitution, statute or other rule of law howsoever
established; it being expressly agreed and understood that the Bonds and this Indenture and the
obligations hereby created are solely corporate obligations of the City payable only from the
properties pledged to the payment thereof and that no personal liability whatsoever shall attach to
or be incurred by such officers, agents or employees of the City because of the incurring of the
indebtedness hereby authorized or under or by reason of any of the obligations, covenants,
stipulations or agreements contained in this Indenture or in any of the Bonds issued hereunder or
implied therefrom; and that any and all personal liability of every name and nature and any and
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all rights and claims against every such officer, agent or employee, whether arising at common
law or in equity or created by any constitution, statute or other rule of law, howsoever
established, are hereby expressly released and waived as a condition of and as a part of the
consideration for the execution and delivery of this Indenture and the issue of the Bonds.
ARTICLE 8. DISCHARGE OF THE INDENTURE.

8.1 Methods of Discharge.
(A)
Except as provided in Section 8.2(C), this Indenture shall terminate if the City or the
Purchaser pays or defeases all Outstanding Bonds in accordance with Section 8.2, and pays all
amounts due to the Trustee.
8.2 Defeasance.
(A)
All or any portion of the Bonds may be defeased and deemed paid and discharged in any
one or more of the following ways:
(1)
By irrevocably depositing with the Trustee, in trust, before maturity, money which,
together with the amounts then on deposit in the Debt Service Account, is fully sufficient to pay
all Bonds; or
(2)

By:

(a)
Irrevocably depositing with the Trustee, in trust, Defeasance Obligations which have been
calculated to be sufficient, together with the interest to accrue thereon, to pay all Bonds that are
being defeased, as and when the same become due and payable;
(b)
Filing with the Trustee a report of an independent firm of nationally recognized certified
public accountants verifying the sufficiency of the escrow established to pay the Bonds in full on
the Bond redemption date; and,
(c)
Filing with the Trustee an opinion of nationally recognized bond counsel concluding that
all actions described in this Section 8.2 have been taken and that such Bonds are no longer
Outstanding under this Indenture.
(B)
Money or proceeds of Defeasance Obligations deposited under Sections 8.2(A)(1) or
8.2(A)(2) shall be held in trust solely for the benefit of those Owners of the Bonds that are
identified by the Trustee to be defeased.
(C)
All obligations of the City and the Purchaser under this Indenture with respect to Bonds
that are defeased shall cease and terminate on the date of defeasance, except for the obligation of
the Trustee to apply amounts on deposit to the payment of the Bonds in accordance with this
Indenture.
(D)
Notwithstanding anything herein to the contrary, in the event that the principal and/or
interest due on the Series 2006 Bonds shall be paid by Ambac Assurance pursuant to the Series
2006 Bond Insurance Policy, the Series 2006 Bonds shall remain Outstanding for all purposes,
not be defeased or otherwise satisfied and not be considered paid by the City or any Purchaser,
and the assignment and pledge of the Security and all covenants, agreements and other
obligations of the City and any Purchaser to the Owners shall continue to exist and shall run to
the benefit of Ambac Assurance, and Ambac Assurance shall be subrogated to the rights of such
Owners.
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8.3 Disposition of Remaining Funds.
When all Outstanding Bonds have been paid or defeased, any amounts held by the Trustee under
this Indenture except amounts held to pay or defease Bonds pursuant to Section 8.2, after
payment of any Trustee fees and expenses due and owing, shall be paid to the order of the City
and the Purchaser as provided in the Power Sales Agreement then in effect. If no Power Sales
Agreement is then in effect all such amounts shall be paid to the City.
ARTICLE 9. THE TRUSTEE.

9.1 Powers.
The Trustee hereby accepts the trusts imposed upon it by this Indenture, but only upon and
subject to the terms and conditions hereof including the following:
(A)
The Trustee may execute any of the trusts or powers hereof and perform any duties
required of it by or through its attorneys, agents, receivers or employees, and shall be entitled to
advice of counsel (who may be counsel for the City) concerning all matters of trust hereof and its
duties hereunder, and may in all cases pay such reasonable compensation as it shall deem proper
to all such attorneys, agents, receivers and employees as may be reasonably employed in
connection with the trusts hereof, and the City covenants and agrees to repay upon demand all
such outlays and expenditures so incurred.
(B)
The Trustee shall not be responsible for any recitals herein or in the Bonds, or for the
execution, validity, priority or extension of this or any supplemental or confirmatory agreement;
and the Trustee shall not be bound to ascertain or inquire as to the performance or observance of
any covenants, conditions or agreements on the part of the City or to give notice of any Default
therein to anyone except as expressly provided for herein; but the Trustee may, but shall be under
no duty to, require of the City full information and advice as to the performance of the covenants,
conditions and agreements aforesaid.
(C)
The Trustee shall be protected in acting upon any notice, request, consent, certificate,
order, affidavit, letter, telegram or other paper or document believed by it to be genuine and
correct and to have been signed or sent by the proper person or persons, and the Trustee shall not
be bound to recognize any person as an Owner of any Bond or to take any action at his request
unless such Bond shall be deposited with the Trustee, or submitted to it for inspection and his
title established to the satisfaction of the Trustee, if the same be disputed.
(D)
The Trustee shall not be compelled to do any act hereunder or to commence or defend
any suit in respect hereof unless indemnified to its satisfaction, as often as it shall require, against
loss, cost, liability and expense.
(E)
The Trustee may consult with counsel, who may be counsel of or to the City, with regard
to legal questions regarding the Trustee’s obligations under this Indenture, and the Trustee will
not be liable for any action taken in good faith by the Trustee in reliance upon the advice of such
counsel.
9.2 Reliance.
As to the existence or nonexistence of any fact the Trustee shall, except as otherwise herein
expressly provided, be entitled to rely upon a City's certificate as sufficient evidence of the facts
therein contained, and shall also be at liberty to accept a similar certificate to the effect that any
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particular dealing, transaction or action is necessary or expedient, but it may in its discretion, at
the expense of the City, in every case secure such further evidence as it may think necessary or
advisable, but shall in no case be bound to secure the same. The Trustee may in relation to this
Indenture act upon the opinion or advice of any attorney, valuator, engineer, accountant or other
expert, whether retained by the Trustee, the City or otherwise.
9.3 Trustee Not Liable.
The Trustee shall in no case be liable for any action taken or omitted to be taken by it or any of
its agents or employees by it appointed or employed in connection with the execution of the
trusts contemplated by this Indenture, nor in any other manner answerable or accountable under
any circumstances whatsoever, except in the event of negligence or want of good faith.
9.4 Notice of Default.
The Trustee shall not be required to take notice or be deemed to have notice of any Default
hereunder other than a Default specified in Section 7.1(A) unless specifically notified in writing
of such Default by any Bond Insurer or the Owners of not less than twenty-five percent (25%) of
the principal amount of the Bonds then Outstanding, and all notices or other instruments required
by this Indenture to be delivered to the Trustee must, in order to be effective, be delivered at the
principal office of the Trustee in Portland, Oregon.
9.5 Acts Permitted to Trustee.
The Trustee may:
(A)
Permit any Owner to inspect any statement or certificate filed with the Trustee under the
terms of this Indenture.
(B)
Buy, sell, own, hold and deal in any of the Bonds and may initiate or join in any action
which the Owner may be entitled to take with like effect as if the Trustee were not a party to this
Indenture, and may act as a depository of, or as a member of, any committee formed for the
protection of the Owners.
(C)
Buy, sell, own, hold and deal in any of the notes or Bonds and other evidences of
indebtedness of the City, and may maintain any and all other general banking and business
relations with the City, with like effect and in the same manner as if the Trustee were not a party
to this Indenture.
Except for money deposited in trust hereunder and except as herein otherwise specifically
provided, any money received by or deposited with the Trustee under any of the provisions of
this Indenture, shall be treated by it until it is required to pay out of the same conformably
herewith, as a general deposit, without any liability for interest, save as may be agreed upon in
writing by the City and the Trustee.
9.6 Compensation.
The Trustee shall be entitled to reasonable compensation for all services by it rendered in the
execution of the trusts hereby created, and the City agrees upon demand from time to time, to pay
any and all such compensation. The compensation of the Trustee shall not be limited by any
provision of law in regard to the compensation of Trustees of an express trust, but shall be in
such amounts as shall be separately agreed upon from time to time by the Trustee and the City.
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9.7 Limitations on Trustee's Obligations.
(A)
The Trustee shall not be required to give or enter into any bond or other security in
respect to the execution of the trusts and powers contemplated by this Indenture or otherwise in
respect of the Project.
(B)
The Trustee shall not be responsible for filing or recordation or re-filing or re-recordation
of this Indenture or any additional or supplemental agreement hereto.
(C)
The Trustee shall be under no duty, obligation or responsibility to see to the payment of
any charges which may at any time be levied or assessed against or imposed upon the City. The
Trustee shall be under no duty, obligation or responsibility to see to the insurance of any property
of the City or itself to effect or maintain any such insurance, or to receive any policies of
insurance or proceeds thereto, or make any investigation or inquiry as to the insurer with which
the City shall have insured any of its property or as to the terms or amount of any such insurance.
(D)
The Trustee shall be under no duty, obligation or responsibility in respect to the use or
disposition by the City of any Bonds or in respect to the application of any part of the proceeds
thereof.
(E)
The Trustee shall be under no duty, obligation or responsibility to obtain any certificate,
audit, schedule, statement, report or other instrument by any of the provisions hereof required or
directed to be delivered or filed with it; and it shall be under no duty to investigate or verify or
make any inquiry in respect to any statement contained in any such instrument or the manner in
which any computation therein set forth was made, and shall have no duty of any character with
respect thereto, except to exhibit such documents as it may have in its possession or give the
same from time to time during reasonable banking hours to any Owner desiring an inspection
thereof.
9.8 Trustee's Lien on Gross Revenues.
(A)
Except as provided below in Section 9.8(B), the Trustee shall have a lien on a parity with
the rights of the Owners upon all Gross Revenues for its reasonable compensation and expenses,
liabilities, advances and counsel fees made or incurred in and about the execution of the trust
hereby created and the exercise and performance of the powers and duties of the Trustee
hereunder, and the costs and expense of defending against any liability in the premises of any
character whatsoever, except for the defense of an action against the Trustee for negligence or
want of good faith by the Trustee or its agents or employees resulting in a court decision against
the Trustee. The Trustee shall be entitled to receive Gross Revenues in an amount sufficient to
pay the amounts described in the first sentence of this Section 9.8, together with interest on any
advances at the rate per annum equal to one percent (1%) above the prime rate per annum
charged by the Trustee bank on its prime bank loans, plus an amount sufficient to indemnify and
hold the Trustee harmless from and against liabilities incurred by the Trustee hereunder except as
specified above.
(B)
The Trustee shall not be entitled to a lien on amounts in the Bond Fund, or on amounts
deposited with the Trustee to defease Bonds.
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9.9 Resignation.
The Trustee may at any time resign from the trusts hereby created by giving thirty (30) days'
written notice to the City and all Owners, or at such shorter period of time as the governing body
of the City may accept, and such resignation shall take effect at the end of the shorter of such
periods of time. Such notice may be served personally or sent by certified mail.
9.10 Merger or Consolidation.
Should the Trustee consolidate or merge with or transfer substantially all of its corporate trust
business to any bank or banks, trust company or other banking institution, such consolidation or
merger or transfer shall in no way affect the rights of the parties hereto, or the Owners of any of
the Bonds, and such succeeding corporation shall be the Trustee hereunder, with the same
powers and with the same force and effect as if originally named herein.
9.11 Removal.
Upon payment to the Trustee of all its fees, costs, expenses, commissions, disbursements, outlays
and liabilities, the Trustee may be removed at any time by an instrument or concurrent
instruments in writing delivered to the Trustee, and to the City, and signed by the Owners of a
majority in principal amount of the Bonds then Outstanding.
9.12 Appointment of Successors.
In case the Trustee shall resign or be removed or dissolved, or otherwise be or become incapable
of acting hereunder, or shall be taken under the control of any public officer or officers, or of a
receiver appointed by a court, a successor may be appointed by the Owners of a majority in
principal amount of the Bonds then Outstanding by an instrument or concurrent instruments in
writing signed by such Owners or by their attorneys in fact, duly authorized; provided,
nevertheless that in case of such vacancy or to avoid any such vacancy the City, by an instrument
executed by order of its governing body, and signed by its mayor and commissioner of public
utilities under its corporate seal, may appoint a temporary Trustee until a successor Trustee shall
be appointed by the Owners in the manner above provided; and any such temporary Trustee so
appointed by the City shall immediately and without further act be superseded by the Trustee so
appointed by such Owners.
(A)
Every such successor Trustee so appointed shall be a bank or trust company having a
capital and surplus of not less than $10,000,000.
(B)
Any temporary or any successor Trustee appointed hereunder shall execute, acknowledge
and deliver to its predecessor and also to the City an instrument in writing accepting such
appointment hereunder, and thereupon such temporary or successor Trustee, without any further
act, deed or conveyance shall become fully vested with all the rights, powers, trust, duties and
obligations of its predecessor.
9.13 Instruments of Transfer.
The Trustee, or any successor Trustee, ceasing to act shall, nevertheless, on the written request of
the City or of the new Trustee and at the cost and expense of the City and upon the payment of all
sums owing to it hereunder, execute any and every instrument necessary or convenient and
proper to transfer to such new Trustee, upon the trusts herein expressed, all the rights, powers
and trusts of the Trustee ceasing to act and all money and securities in its possession in respect
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thereof, and shall make good and sufficient delivery to the new Trustee, thus fully relieving and
discharging the Trustee so ceasing to act from all further liability or responsibility either to the
City or to the Owners of any of the Bonds.
9.14 Co-trustees.
At any time or times, for the purpose of meeting any legal requirements of any jurisdiction in
which any part of the Security may at any time be located, the City and the Trustee shall have
power to appoint, and, upon the request of the Trustee or of the Owners of at least twenty-five
percent (25%) in aggregate principal amount of the Bonds at the time Outstanding, the City shall
for such purpose join with the Trustee in the execution, delivery and performance of all
instruments and agreements necessary or proper to appoint, one or more persons approved by the
Trustee either to act as Co-Trustees, jointly with the Trustee of all or any part of the Security , or
to act as separate Trustee or separate Trustees of all-or any part of the Security, and to vest in
such person or persons, in such capacity, such title to the Security or any part thereof, and such
rights, powers, duties, trusts or obligations as the City and the Trustee may consider necessary or
desirable, subject to the remaining provisions of this ARTICLE 9.
(A)
If the City shall not have joined in such appointment within 15 days after the receipt by it
of a request so to do, or in case a Default shall have occurred and be continuing, the Trustee
alone shall have power to make such appointment.
(B)
The City shall execute, acknowledge and deliver all such instruments as may be required
by any such Co-Trustee or separate Trustee for more fully confirming such title, rights, powers,
trusts, duties and obligations to such Co-Trustee or separate Trustee.
(C)
Every Co-Trustee or separate Trustee shall, to the extent permitted by law, but to such
extent only, be appointed subject to the following terms, namely:
(1)
The Bonds, shall be authenticated and delivered, and all rights, powers, trusts, duties and
obligations by this Indenture conferred upon the Trustee in respect of the custody, control or
management of money, papers, securities and other personal property shall be exercised, solely
by the Trustee.
(2)
All rights, powers, trusts, duties and obligations conferred or imposed upon the Trustees
shall be conferred or imposed upon and exercised or performed by the Trustee, or by the Trustee
and such Co-Trustee or Co-Trustees or separate Trustee or separate Trustees jointly, as shall be
provided in the instrument appointing such Co-Trustee or Co-Trustees or separate Trustee or
separate Trustees, except to the extent that, under the law of any jurisdiction in which any
particular act or acts are to be performed, the Trustee shall be incompetent or unqualified to
perform such act or acts, in which event such act or acts shall be performed by such Co-Trustee
or Co-Trustees or separate Trustee or separate Trustees.
(3)
Any request in writing by the Trustee to any Co-Trustee or separate Trustee to take or to
refrain from taking any action hereunder shall be sufficient warrant for the taking, or the
refraining from taking, of such action by such Co-Trustee or separate Trustee.
(4)
Any Co-Trustee or separate Trustee may delegate to the Trustee the exercise of any right,
power, trust, duty or obligation, discretionary or otherwise.
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(5)
The Trustee at any time, by an instrument in writing, with the concurrence of the City
evidenced by a certified ordinance of the governing body of the City, may accept the resignation
of or remove any Co-Trustee or separate Trustee appointed under this Section 9.14, and, in case a
Default shall have occurred and be continuing, the Trustee shall have power to accept the
resignation of, or remove any such Co-Trustee or separate Trustee without the concurrence of the
City. Upon the request of the Trustee, the City shall join with the Trustee in the execution,
delivery and performance of all instruments and agreements necessary or proper to effectuate
such resignation or removal. A successor to any Co-Trustee or separate Trustee so resigned or
removed may be appointed in the manner provided in this ARTICLE 9.
(6)
No Trustee hereunder shall be personally liable by reason of any act or omission of any
other Trustee hereunder.
(7)
Any demand, request, direction, appointment, removal, notice, consent, waiver or other
action in writing executed by the Owners and delivered to the Trustee shall be deemed to have
been delivered to each such Co-Trustee or separate Trustee.
(8)
Any money, papers, securities or other items of personal property received by any such
Co-Trustee or separate Trustee hereunder shall forthwith, so far as may be permitted by law, be
turned over to the Trustee.
(9)
Upon the acceptance in writing of such appointment by any such Co-Trustee or separate
Trustee, it or he shall be vested with such title to the Security or any part thereof, and with such
rights, powers, duties, trusts or obligations, as shall be specified in the instrument of appointment
jointly with the Trustee (except insofar as local law makes it necessary for any such Co-Trustee
or separate Trustee to act alone) subject to all the terms of this Indenture. Every such acceptance
shall be filed with the Trustee. Any Co-Trustee or separate Trustee may, at any time by an
instrument in writing, constitute the Trustee, its or his attorney-in-fact and agent, with full power
and authority to do all acts and things and to exercise all discretion on its or his behalf and in its
or his name.
(D)
In case any Co-Trustee or separate Trustee shall die, become incapable of acting, resign
or be removed, the title to the Security, and all rights, powers, trusts, duties and obligations of
said Co-Trustee or separate Trustee shall, so far as permitted by law, vest in and be exercised by
the Trustee unless and until a successor Co-Trustee or separate Trustee shall be appointed in the
manner herein provided.
ARTICLE 10. AMENDMENT OF INDENTURE; BOND INSURERS TREATED AS

OWNERS.
10.1 Amendment of Indenture Without Owner Consent.
The City and the Trustee may execute Supplemental Indentures to amend this Indenture without
the consent of any Owner for any one or more of the following purposes:
(A)

To cure any ambiguity or formal defect or omission in this Indenture;

(B)
To add to the covenants and agreements of the City or any Purchaser in this Indenture
other covenants and agreements which are not contrary to or inconsistent with this Indenture as
theretofore in effect (provided, however, that no Supplemental Indenture may modify the
covenants and agreements of any Purchaser without that Purchaser’s consent);
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(C)
To confirm, as further assurance, any security interest or pledge created under this
Indenture or any Supplemental Indenture;
(D)
To make any change which does not, in the reasonable judgment of the City, materially
and adversely affect the rights of the Owners of Bonds (provided, however, that no Supplemental
Indenture may modify the covenants and agreements of any Purchaser without that Purchaser’s
consent).
10.2 Amendment of Indenture with Owner Consent.
The City may execute Supplemental Indentures for any purpose not described in Section 10.1,
but only if the City obtains the consent of any affected Purchaser and the Owners (or Bond
Insurers as provided in Section 10.3) representing not less than fifty-one percent (51%) in
aggregate principal amount of the adversely affected Bonds then Outstanding. However, no
amendment shall be valid without the consent of all affected Owners which:
(A)
Extends the maturity of any Bonds, reduces the rate of interest on any Bonds, extends the
time of payment of interest on any Bonds, reduces the amount of principal payable on any Bonds,
or reduces any premium payable on any Bonds; or
(B)

Reduces the percent of Owners required to approve Supplemental Indentures.

10.3 Bond Insurers Treated As Owners
(A)
A Bond Insurer that has issued a Bond Insurance Policy shall be treated as the Owner of
all Bonds insured by that Bond Insurance Policy for all purposes under this Indenture except
payment of Bonds.
ARTICLE 11. SERIES 2006 BOND INSURER.

The provisions of this ARTICLE 11 apply only so long as the Series 2006 Bond Insurance Policy
is in effect and Ambac Assurance is not in default of any of its payment obligations under that
policy.
11.1 Power Sales Agreement.
No termination, amendment, waiver, consent or assignment of the Power Sales Agreement shall be
permitted or undertaken by the City or the Purchaser without the consent of Ambac Assurance.
11.2 Limitation on Other pledges and Liens on Gross Revenues.
While the Series 2006 Bonds are Outstanding the City shall not create any liens on the Gross
Revenues or amounts held under this Indenture except for liens that secure Parity Obligations.
11.3 Limitation on Liens on the Project.
While the Series 2006 Bonds are Outstanding, the City shall not mortgage, sell or otherwise
encumber the Project.
11.4 Consent of Ambac Assurance.
Any provision of this Indenture expressly recognizing or granting rights in or to Ambac Assurance
may not be amended in any manner which affects the rights of Ambac Assurance hereunder without
the prior written consent of Ambac Assurance. Ambac Assurance reserves the right to charge the
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City a fee for any consent or amendment to this Indenture while the Series 2006 Bond Insurance
Policy is outstanding.
11.5 Consent of Ambac Assurance in lieu of Owner Consent.
Unless otherwise provided in this Section, Ambac Assurance’s consent shall be required in lieu of
Owner consent, when required, for the following purposes: (i) execution and delivery of any
supplemental Indenture or any amendment, supplement or change to or modification of the Power
Sales Agreement (ii) removal of the Trustee or Paying Agent and selection and appointment of any
successor trustee or paying agent; and (iii) initiation or approval of any action not described in (i) or
(ii) above which requires Owner consent.
11.6 Consent of Ambac Assurance in the Event of Insolvency.
If the City becomes insolvent, any reorganization or liquidation plan that the City proposes must be
acceptable to Ambac Assurance. In the event of any reorganization or liquidation, Ambac
Assurance shall have the right to vote on behalf of all Owners who hold Ambac Assurance-insured
Series 2006 Bonds absent a default by Ambac Assurance under the Series 2006 Bond Insurance
Policy insuring the Series 2006 Bonds.
11.7 Consent of Ambac Assurance Upon Default.
Anything in this Indenture to the contrary notwithstanding, upon the occurrence and continuance of
a Default as defined herein, Ambac Assurance shall be entitled to control and direct the
enforcement of all rights and remedies granted to the Owners of Series 2006 Bonds or the Trustee
for the benefit of the Owners of the Series 2006 Bonds under this Indenture.
11.8 Notices and Information to be given to Ambac Assurance.
(A)
The following notices shall be to be sent to the attention of the SURVEILLANCE
DEPARTMENT of Ambac Assurance, without cost to Ambac Assurance:
(1)
The City shall furnish to Ambac Assurance, upon request, a copy of any financial statement,
audit and/or annual report of the City relating to the Gross Revenues or the Project.
(2)
The Purchaser shall furnish to Ambac Assurance, upon request, a copy of the Purchaser’s
annual 10-K and quarterly 10-Q statements and such other information as Ambac Assurance shall
reasonably request. If the Purchaser does not prepare 10-K and quarterly 10-Q statements the
Purchaser shall furnish to Ambac Assurance, upon request, its financial statements and such other
financial information as Ambac Assurance may reasonably request.
(3)
The Trustee shall provide to Ambac Assurance a copy of any notice to be given to the
Owners of the Series 2006 Bonds, including, without limitation, notice of any redemption of or
defeasance of Series 2006 Bonds, and any certificate rendered pursuant to this Indenture relating to
the security for the Series 2006 Bonds.
(4)
To the extent that the City or the Purchaser has entered into a continuing disclosure
agreement with respect to the Series 2006 Bonds, Ambac Assurance shall be included as party to be
notified.
(B)
Notices to be sent to the attention of the GENERAL COUNSEL OFFICE of Ambac
Assurance:

A-32

(1)
The Trustee shall notify Ambac Assurance of any failure of the City or the Purchaser to
provide any notices or certificates that the City or the Purchaser are required to provide to the
Trustee, or that the Trustee is required to provide to Owners, under this Indenture.
(2)
Notwithstanding any other provision of this Indenture, the Trustee shall immediately notify
Ambac Assurance if at any time there are insufficient moneys to make any payments of principal
and/or interest as required and immediately upon the occurrence of any Default hereunder of which
the Trustee has notice.
(C)

Other Information to be given to Ambac Assurance:

(1)
The City and the Purchaser will permit Ambac Assurance to discuss the affairs, finances
and accounts of the City or the Purchaser, as the case may be, relating to the Project or the Gross
Revenues, or any other information Ambac Assurance may reasonably request regarding the
security for the Series 2006 Bonds with appropriate officers of the City or the Purchaser, as the case
may be.
(2)
The City will permit Ambac Assurance to have access to the Project and to have access to
and to make copies of all books and records relating to the Series 2006 Bonds at any reasonable
time.
(3)
The Trustee will permit Ambac Assurance to have access to and to make copies of all books
and records relating to the Series 2006 Bonds at any reasonable time.
11.9 Accounting.
If no Power Sales Agreement is in effect, Ambac Assurance shall have the right to direct an
accounting at the City’s expense of all of the City’s records and information relating to the Series
2006 Bonds and the Project, and the City’s failure to comply with such direction within thirty
(30) days after receipt of written notice of the direction from Ambac Assurance shall be deemed
a Default under this Indenture; provided, however, that if compliance cannot occur within such
period, then such period will be extended so long as compliance is begun within such period and
diligently pursued, but only if such extension would not materially adversely affect the interests
of any Owner of the Series 2006 Bonds.
11.10

Notices Related to Payments under the Series 2006 Bond Insurance Policy.

The Trustee and any Paying Agent agree to comply with the following provisions
(A)
At least one (1) Business Day prior to all interest payment dates the Trustee or Paying
Agent, if any, will determine whether there will be sufficient funds in the funds and accounts held
under this Indenture to pay the principal of or interest on the Series 2006 Bonds on such interest
payment date. If the Trustee or Paying Agent, if any, determines that there will be insufficient funds
in such funds or accounts, the Trustee or Paying Agent, if any, shall so notify Ambac Assurance.
Such notice shall specify the amount of the anticipated deficiency, the Series 2006 Bonds to which
such deficiency is applicable and whether such Series 2006 Bonds will be deficient as to principal
or interest, or both. If the Trustee or Paying Agent, if any, has not so notified Ambac Assurance at
least one (1) Business Day prior to an interest payment date, Ambac Assurance will make payments
of principal or interest due on the Series 2006 Bonds on or before the first (1st) Business Day next
following the date on which Ambac Assurance shall have received notice of nonpayment from the
Trustee or Paying Agent, if any.
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(B)
The Trustee or Paying Agent, if any, shall, after giving notice to Ambac Assurance as
provided in (a) above, make available to Ambac Assurance and, at Ambac Assurance’s direction,
to The Bank of New York, in New York, New York, as insurance trustee for Ambac Assurance
or any successor insurance trustee (the “Insurance Trustee”), the registration books for the Series
2006 Bonds maintained by the Trustee or Paying Agent, if any, and all records relating to the
funds and accounts maintained under this Indenture.
(C)
The Trustee or Paying Agent, if any, shall provide Ambac Assurance and the Insurance
Trustee with a list of Owners of Series 2006 Bonds entitled to receive principal or interest payments
from Ambac Assurance under the terms of the Series 2006 Bond Insurance Policy, and shall make
arrangements with the Insurance Trustee (i) to mail checks or drafts to the Owners of Series 2006
Bonds entitled to receive full or partial interest payments from Ambac Assurance and (ii) to pay
principal upon the Series 2006 Bonds surrendered to the Insurance Trustee by the Owners of Series
2006 Bonds entitled to receive full or partial principal payments from Ambac Assurance.
(D)
The Trustee or Paying Agent, if any, shall, at the time it provides notice to Ambac
Assurance pursuant to (a) above, notify Owners of Series 2006 Bonds entitled to receive the
payment of principal or interest thereon from Ambac Assurance (i) as to the fact of such
entitlement, (ii) that Ambac Assurance will remit to them all or a part of the interest payments next
coming due upon proof of Owner entitlement to interest payments and delivery to the Insurance
Trustee, in form satisfactory to the Insurance Trustee, of an appropriate assignment of the Owner’s
right to payment, (iii) that should they be entitled to receive full payment of principal from Ambac
Assurance, they must surrender their Series 2006 Bonds (along with an appropriate instrument of
assignment in form satisfactory to the Insurance Trustee to permit ownership of such Series 2006
Bonds to be registered in the name of Ambac Assurance) for payment to the Insurance Trustee, and
not the Trustee or Paying Agent, if any, and (iv) that should they be entitled to receive partial
payment of principal from Ambac Assurance, they must surrender their Series 2006 Bonds for
payment thereon first to the Trustee or Paying Agent, if any, who shall note on such Series 2006
Bonds the portion of the principal paid by the Trustee or Paying Agent, if any, and then, along with
an appropriate instrument of assignment in form satisfactory to the Insurance Trustee, to the
Insurance Trustee, which will then pay the unpaid portion of principal.
(E)
In the event that the Trustee or Paying Agent, if any, has notice that any payment of
principal of or interest on an Series 2006 Bond which has become due for payment and which is
made to an Owner by or on behalf of the City has been deemed a preferential transfer and
theretofore recovered from its Owner pursuant to the United States Bankruptcy Code by a trustee
in bankruptcy in accordance with the final, nonappealable order of a court having competent
jurisdiction, the Trustee or Paying Agent, if any, shall, at the time Ambac Assurance is notified
pursuant to (a) above, notify all Owners that in the event that any Owner’s payment is so
recovered, such Owner will be entitled to payment from Ambac Assurance to the extent of such
recovery if sufficient funds are not otherwise available, and the Trustee or Paying Agent, if any,
shall furnish to Ambac Assurance its records evidencing the payments of principal of and interest
on the Series 2006 Bonds which have been made by the Trustee or Paying Agent, if any, and
subsequently recovered from Owners and the dates on which such payments were made.
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11.11

Subrogation.

In addition to those rights granted Ambac Assurance under this Indenture, Ambac Assurance shall,
to the extent it makes payment of principal of or interest on the Series 2006 Bonds, become
subrogated to the rights of the recipients of such payments in accordance with the terms of the
Series 2006 Bond Insurance Policy, and to evidence such subrogation (i) in the case of subrogation
as to claims for past due interest, the Trustee or Paying Agent, if any, shall note Ambac Assurance’s
rights as subrogee on the registration books for the Series 2006 Bonds maintained by the Trustee or
Paying Agent, if any, upon receipt from Ambac Assurance of proof of the payment of interest
thereon to the Owners of the Series 2006 Bonds, and (ii) in the case of subrogation as to claims for
past due principal, the Trustee or Paying Agent, if any, shall note Ambac Assurance’s rights as
subrogee on the registration for the Series 2006 Bonds maintained by the Trustee or Paying Agent,
if any, upon surrender of the Series 2006 Bonds by the Owners thereof together with proof of the
payment of principal thereof.
11.12

Trustee-Related Provisions.

(A)
The Trustee (or Paying Agent) may be removed at any time, at the request of Ambac
Assurance, for any breach of the Trustee’s duties under this Indenture.
(B)
Ambac Assurance shall receive prior written notice of any Trustee (or Paying Agent)
resignation.
(C)
Every successor Trustee appointed pursuant to this Section shall be a trust company or bank
in good standing located in or incorporated under the laws of the State of Oregon, duly authorized
to exercise trust powers and subject to examination by federal or state authority, having a reported
capital and surplus of not less than $75,000,000 and acceptable to Ambac Assurance. Any
successor Paying Agent, if applicable, shall not be appointed unless Ambac approves such
successor in writing.
(D)
Notwithstanding any other provision of this Indenture, in determining whether the rights of
the Owners will be adversely affected by any action taken pursuant to the terms and provisions of
this Indenture, the Trustee (or Paying Agent) shall consider the effect on the Owners as if there
were no Series 2006 Bond Insurance Policy.
(E)
Notwithstanding any other provision of this Indenture, no removal, resignation or
termination of the Trustee (or Paying Agent) shall take effect until a successor, acceptable to
Ambac Assurance, shall be appointed.
11.13
(A)

Interested Parties.

Ambac Assurance As Third Party Beneficiary.

To the extent that this Indenture confers upon or gives or grants to Ambac Assurance any right,
remedy or claim under or by reason of this Indenture, Ambac Assurance is hereby explicitly
recognized as being a third-party beneficiary hereunder and may enforce any such right, remedy or
claim conferred, given or granted hereunder.
(B)

Parties Interested Herein.

Nothing in this Indenture expressed or implied is intended or shall be construed to confer upon, or
to give or grant to, any person or entity, other than the City, the Purchaser, the Trustee, Ambac
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Assurance, the Paying Agent, if any, and the Owners of the Series 2006 Bonds, any right, remedy or
claim under or by reason of this Indenture or any covenant, condition or stipulation hereof, and all
covenants, stipulations, promises and agreements in this Indenture contained by and on behalf of
the City, the Purchaser shall be for the sole and exclusive benefit of the City, the Purchaser, the
Trustee, Ambac Assurance, the Paying Agent, if any, and the Owners of the Series 2006 Bonds.
ARTICLE 12. MISCELLANEOUS.

12.1 Notices.
(A)
Until a party provides the other parties with written notice of a change of address, all
written notices to be given under this Indenture shall be given by mail at the following addresses:
If to the Trustee:

U.S. Bank National Association
Corporate Trust Services
PD-OR-P6TD
555 S.W. Oak Street
Portland, OR 97204

If to Ambac Assurance:
If to the City:

City Hall
1221 SW 4th Room 120
Portland, OR 97204
Attention: Debt Manager

If to Portland General
Electric Company while it is
the Purchaser:

As provided in the Original Power Sales
Agreement

(B)
Any such notice shall be deposited in the United States mail in registered or certified
form (return receipt requested), with postage fully paid, except when permitted to be given by
first class mail.
12.2 Governing Law.
This Indenture shall be construed and governed in accordance with the laws of the State of
Oregon. Any action regarding this Indenture or the transactions contemplated hereby shall be
brought in an appropriate court for the State of Oregon in the County of Multnomah, Oregon.
12.3 Partial Invalidity.
Any provision of this Indenture found to be prohibited by law shall be ineffective only to
the extent of such prohibition, and shall not invalidate any remainder of this Indenture.
12.4 Binding Effect; Successors.
This Indenture shall be binding upon and inure to the benefit of the parties and their
respective successors and assigns. Whenever in this Indenture any party hereto is named or referred
to, such reference shall be deemed to include the successors or assigns thereof, and all covenants
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and agreements contained in this Indenture by or on behalf of any party hereto shall bind and inure
to the benefit of the successors and assigns thereof whether so expressed or not.
12.5 Execution in Counterparts.
This Indenture may be executed in several counterparts, each of which shall be an original
and all of which shall constitute but one and the same agreement.
12.6 Destruction of Canceled Bonds.
Whenever in this Indenture provision is made for the surrender to or cancellation by the
Trustee and the delivery to the Trustee of any Bonds, the Trustee may, in lieu of such cancellation
and delivery, destroy such Bonds.
12.7 Headings.
The headings or titles of the several Sections hereof, and any table of contents appended to
copies hereof, shall be solely for convenience of reference and shall not affect the meaning,
construction or effect of this Indenture. All references herein to “Articles,” “Sections,” and other
subdivisions are to the corresponding Articles, Sections or subdivisions of this Indenture; and the
words “herein,” “hereof,” “hereunder” and other words of similar import refer to this Indenture
as a whole and not to any particular subdivision.
IN WITNESS WHEREOF, the City of Portland, Oregon has caused this Indenture to be signed
in its behalf, in its corporate name, by its Debt Manager, and U.S. Bank National Association,
Portland, Oregon has caused this Indenture to be signed in its behalf, in its corporate name, by
one of its trust officers, all as of the day and year first above written.
CITY OF PORTLAND, OREGON
By______________________________
Debt Manager
U.S. BANK NATIONAL ASSOCIATION
Portland, Oregon, as Trustee
By______________________________
Vice President
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Attachment A
Form of Series 2006 Bond
No. R-«BondNumber»

$«PrincipalAmtNumber»
United States of America
State of Oregon
Counties of Multnomah, Washington and Clackamas
City of Portland
Hydroelectric Power Revenue Refunding Bonds, Series 2006
(Federally Taxable)

Dated Date: ____, 2006
Interest Rate Per Annum: «CouponRate»%
Maturity Date: October 1, «MaturityYear»
CUSIP Number: 736742«CUSIPNumbr»
Registered Owner: -----Cede & Co.----Principal Amount: -----«PrincipalAmtSpelled» Dollars----The City of Portland, Oregon (the "City"), for value received, acknowledges itself indebted and
hereby promises to pay to the Registered Owner hereof, or registered assigns, but solely from the sources described
below, the Principal Amount indicated above on the Maturity Date indicated above together with interest thereon
from the date hereof at the Interest Rate Per Annum indicated above, computed on the basis of a 360-day year of
twelve 30-day months. Interest is payable semiannually on the first day of April and the first day of October in each
year until maturity or prior redemption, commencing October 1, 2006. Payment of each installment of interest shall
be made to the Registered Owner hereof whose name appears on the registration books of the City maintained by the
Trustee for the Series 2006 Bonds as of the close of business on the fifteenth (15th) day of the calendar month
immediately preceding the applicable interest payment date. For so long as this Series 2006 Bond is subject to a
book-entry-only system, principal and interest payments shall be paid in same day funds on each payment date to the
nominee of the securities depository for the Series 2006 Bonds. On the date of issuance of this Series 2006 Bond,
the securities depository for the Series 2006 Bonds is The Depository Trust Company, New York, New York, and
Cede & Co. is the nominee of The Depository Trust Company. Such payments shall be made payable to the order of
"Cede & Co."
This Series 2006 Bond is one of a duly authorized series of bonds aggregating $____ in principal
amount designated as Hydroelectric Power Revenue Refunding Bonds, Series 2006 (Federally Taxable) (the "Series
2006 Bonds"). The Series 2006 Bonds are issued for the purpose of refunding bonds previously issued by the City
in connection with two hydroelectric power facilities on the Bull Run River (the “Project”), as provided in Ordinance
No. ____ of the City adopted on November __, 2006 (the “Ordinance”). The Series 2006 Bonds are issued under
and pursuant to a Trust Indenture (the “Indenture”) between the City and U.S. Bank National Association, as trustee
(the “Trustee”), and in full and strict accordance and compliance with all of the provisions of the Constitution and
Statutes of the State of Oregon and the Charter of the City.
The Series 2006 Bonds constitute valid and legally binding special obligations of the City. The
Series 2006 Bonds are payable solely from the Gross Revenues relating to the Project and amounts held by the
Trustee under the Indenture, as defined and provided in the Indenture. This Series 2006 Bond is not a general
obligation of the City of Portland or any other government. Neither the full faith and credit nor the taxing powers of
the City, the State of Oregon or any other political subdivision thereof is pledged to the payment of the principal of,
premium (if any) or interest on the Series 2006 Bonds. No Owner of any Series 2006 Bond shall have the right to
compel the City to exercise its taxing powers to pay any amounts owing under or with respect to the Series 2006
Bonds.
The City may issue obligations that have a lien on the Gross Revenues relating to the Project and
amounts held by the Trustee under the Indenture as provided in the Indenture.
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The Series 2006 Bonds are initially issued as a book-entry-only security issue with no certificates
provided to the beneficial owners. Records of ownership of beneficial interests in the Series 2006 Bonds will be
maintained by The Depository Trust Company and its participants.
Should the book-entry only security system be discontinued, the Series 2006 Bonds shall be issued
in the form of registered bonds without coupons in denominations of $5,000 or any integral multiple thereof. Such
bonds may be exchanged for bonds of the same aggregate principal amount, interest rate and maturity date, but
different authorized denominations, as provided in the Indenture.
The Series 2006 Bonds are subject to optional and mandatory redemption under the terms stated in
the Indenture.
Unless the book-entry-only system is discontinued, notice of any call for redemption shall be given
as required by the Blanket Issuer Letter of Representations to The Depository Trust Company, as referenced in the
Indenture. Interest on any Series 2006 Bond or Bonds so called for redemption shall cease on the redemption date
designated in the notice. The Trustee will notify The Depository Trust Company promptly of any Series 2006 Bonds
called for redemption. If the book-entry-only system is discontinued, notice of redemption shall be given by firstclass mail, postage prepaid, not less than thirty days nor more than sixty days prior to the date fixed for redemption
to the registered owner of each Series 2006 Bond to be redeemed at the address shown on the bond register;
however, any failure to give notice shall not invalidate the redemption of the Series 2006 Bonds.
Any exchange or transfer of this Series 2006 Bond must be registered, as provided in the
Indenture, upon the bond register kept for that purpose by the Trustee. The exchange or transfer of this Series 2006
Bond may be registered only by surrendering it, together with a written instrument of exchange or transfer which is
satisfactory to the Trustee and which is executed by the registered owner or duly authorized attorney. Upon
registration, a new registered Series 2006 Bond or Bonds, of the same series and maturity and in the same aggregate
principal amount, shall be issued to the transferee as provided in the Indenture. The City and the Trustee may treat
the person in whose name this Series 2006 Bond is registered on the bond register as its absolute owner for all
purposes, as provided in the Indenture.
This Series 2006 Bond shall remain in the Trustee’s custody subject to the provisions of the
FAST Balance Certificate Agreement currently in effect between the Trustee and DTC.
IT IS HEREBY CERTIFIED, RECITED, AND DECLARED that all conditions, acts, and things
required to exist, to happen, and to be performed precedent to and in the issuance of this Series 2006 Bond have
existed, have happened, and have been performed in due time, form, and manner as required by the Constitution and
Statutes of the State of Oregon and the Charter of the City; and that the issue of which this Series 2006 Bond is a
part, and all other obligations of the City, are within every debt limitation and other limit prescribed by such
Constitution and Statutes and City Charter.
IN WITNESS WHEREOF, the Council of the City of Portland, Oregon has caused this Series
2006 Bond to be signed by facsimile signature of its Mayor and countersigned by facsimile signature of its Auditor,
and has caused a facsimile of the corporate seal of the City to be imprinted hereon, all as of the __ day of _______,
2006.
City of Portland, Oregon

Tom Potter, Mayor

Gary Blackmer, Auditor
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STATEMENT OF INSURANCE
[to be added]
THIS SERIES 2006 BOND SHALL NOT BE VALID UNLESS PROPERLY
AUTHENTICATED BY THE REGISTRAR IN THE SPACE INDICATED BELOW.
This Series 2006 Bond is one of a series of $_____ aggregate principal amount of City of Portland,
Oregon, Hydroelectric Power Revenue Refunding Bonds, Series 2006, issued pursuant to the Ordinance described
herein.
Date of authentication: _________
U.S. Bank National Association, as Trustee
Authorized Officer
ASSIGNMENT
FOR VALUE RECEIVED, the undersigned sells, assigns and transfers unto

(Please insert social security or other
identifying number of assignee)
this bond and does hereby irrevocably constitute and appoint
as attorney to transfer this bond on the books kept for registration thereof with the full power of substitution in the
premises.
Dated:
-------------------------------------------NOTICE: The signature to this assignment must correspond with the name of the registered owner as it appears
upon the face of this bond in every particular, without alteration or enlargement or any change whatever.
NOTICE: Signature(s) must be guaranteed by a member of
the New York Stock Exchange or a commercial bank or trust
company

Signature Guaranteed
__________________________________
(Bank, Trust Company or Brokerage Firm)
__________________________________
Authorized Officer

The following abbreviations, when used in the inscription on the face of this bond, shall be
construed as though they were written out in full according to applicable laws or regulations.
TEN COM -- tenants in common
TEN ENT -- as tenants by the entireties
JT TEN -- as joint tenants with right of survivorship
and not as tenants in common
OREGON CUSTODIANS use the following
_________________ CUST UL OREG __________________ MIN
as custodian for
(name of minor)
OR UNIF TRANS MIN ACT
under the Oregon Uniform Transfer to Minors Act
Additional abbreviations may also be used though not in the list above.
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Attachment B
List of Permitted Investments
Permitted Investments are limited to the following while the Series 2006 Bond Insurance Policy
is in effect:
A.

Ambac Assurance will allow the following obligations to be used as Permitted Investments for all
purposes, including defeasance investments in refunding escrow accounts.

(1)

Cash (insured at all times by the Federal Deposit Insurance Corporation),

(2)

Obligations of, or obligations guaranteed as to principal and interest by, the U.S. or any agency or
instrumentality thereof, when such obligations are backed by the full faith and credit of the U.S.
including:
•
•
•
•
•
•
•

U.S. treasury obligations
All direct or fully guaranteed obligations
Farmers Home Administration
General Services Administration
Guaranteed Title XI financing
Government National Mortgage Association (GNMA)
State and Local Government Series

Any security used for defeasance must provide for the timely payment of principal and interest and
cannot be callable or prepayable prior to maturity or earlier redemption of the rated debt (excluding
securities that do not have a fixed par value and/or whose terms do not promise a fixed dollar
amount at maturity or call date).
B.

Ambac will allow the following obligations to be used as Permitted Investments for all purposes
other than defeasance investments in refunding escrow accounts.

(1)

Obligations of any of the following federal agencies which obligations represent the full faith and
credit of the United States of America, including:
•
•
•
•
•
•
•

(2)

Export-Import Bank
Rural Economic Community Development Administration
U.S. Maritime Administration
Small Business Administration
U.S. Department of Housing & Urban Development (PHAs)
Federal Housing Administration
Federal Financing Bank

Direct obligations of any of the following federal agencies which obligations are not fully
guaranteed by the full faith and credit of the United States of America:
•
•
•
•

Senior debt obligations issued by the Federal National Mortgage Association (FNMA),
Federal Farm Credit Bureau (FFCB)or Federal Home Loan Mortgage Corporation
(FHLMC).
Obligations of the Resolution Funding Corporation (REFCORP)
Senior debt obligations of the Federal Home Loan Bank System
Senior debt obligations of other Government Sponsored Agencies approved by Ambac
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(3)

U.S. dollar denominated deposit accounts, federal funds and bankers’ acceptances with domestic
commercial banks which have a rating on their short term certificates of deposit on the date of
purchase of “P-1” by Moody’s and “A-1” or “A-1+” by S&P and maturing not more than 360
calendar days after the date of purchase. (Ratings on holding companies are not considered as the
rating of the bank);

(4)

Commercial paper which is rated at the time of purchase in the single highest classification, “P-1”
by Moody’s and “A-1+” by S&P and which matures not more than 270 calendar days after the date
of purchase;

(5)

Investments in a money market fund rated “AAAm” or “AAAm-G” or better by S&P;

(6)

Pre-refunded Municipal Obligations defined as follows: any bonds or other obligations of any state
of the United States of America or of any agency, instrumentality or local governmental unit of any
such state which are not callable at the option of the obligor prior to maturity or as to which
irrevocable instructions have been given by the obligor to call on the date specified in the notice;
and
(A)

which are rated, based on an irrevocable escrow account or fund (the “escrow”), in the
highest rating category of Moody’s or S&P or any successors thereto; or

(B)(i) which are fully secured as to principal and interest and redemption premium, if any, by an

escrow consisting only of cash or obligations described in paragraph A(2) above, which
escrow may be applied only to the payment of such principal of and interest and
redemption premium, if any, on such bonds or other obligations on the maturity date or
dates thereof or the specified redemption date or dates pursuant to such irrevocable
instructions, as appropriate, and (ii) which escrow is sufficient, as verified by a
nationally recognized independent certified public accountant, to pay principal of and
interest and redemption premium, if any, on the bonds or other obligations described in
this paragraph on the maturity date or dates specified in the irrevocable instructions
referred to above, as appropriate;
(7)

Municipal Obligations rated “Aaa/AAA” or general obligations of States with a rating of “A2/A”
or higher by both Moody’s and S&P.

(8)

Investment Agreements approved in writing by Ambac Assurance Corporation (supported by
appropriate opinions of counsel); and

(9)

Repurchase agreements collateralized by US Treasuries or agencies; and

(10)

Other forms of investments approved in writing by Ambac.
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APPENDIX B
DTC AND THE BOOK-ENTRY SYSTEM
1.
The Depository Trust Company (“DTC”), New York, NY, will act as securities
depository for the securities (the “Series 2006 Bonds”). The Series 2006 Bonds will be issued as fullyregistered securities registered in the name of Cede & Co. (DTC’s partnership nominee) or such other
name as may be requested by an authorized representative of DTC. One fully-registered Series 2006
Bond certificate will be issued for the Series 2006 Bonds, each in the aggregate principal amount of such
issue, and will be deposited with DTC.
2.
DTC, the world’s largest depository, is a limited-purpose trust company organized under
the New York Banking Law, a “banking organization” within the meaning of the New York Banking
Law, a member of the Federal Reserve System, a “clearing corporation” within the meaning of the New
York Uniform Commercial Code, and a “clearing agency” registered pursuant to the provisions of Section
17A of the Securities Exchange Act of 1934. DTC holds and provides asset servicing for over 2 million
issues of U.S. and non-U.S. equity, corporate and municipal debt issues, and money market instrument
from over 85 countries that DTC’s participants (“Direct Participants”) deposit with DTC. DTC also
facilitates the post-trade settlement among Direct Participants of sales and other securities transactions in
deposited securities through electronic computerized book-entry transfers and pledges between Direct
Participants’ accounts. This eliminates the need for physical movement of securities certificates. Direct
Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust companies,
clearing corporations, and certain other organizations. DTC is a wholly-owned subsidiary of The
Depository Trust & Clearing Corporation (“DTCC”). DTCC, in turn, is owned by a number of Direct
Participants of DTC and Members of the National Securities Clearing Corporation Government Securities
Clearing Corporation, MBS Clearing Corporation, and Emerging Markets Clearing Corporation (NSCC,
GSCC, MBSCC, and EMCC, also subsidiaries of DTCC), as well as by the New York Stock Exchange,
Inc., the American Stock Exchange LLC, and the National Association of Securities Dealers, Inc. Access
to the DTC system is also available to others such as both U.S. and non-U.S. securities brokers and
dealers, banks, trust companies, and clearing corporations that clear through or maintain a custodial
relationship with a Direct Participant, either directly or indirectly (“Indirect Participants”). DTC has
Standard & Poor’s highest rating: AAA. The DTC Rules applicable to its Participants are on file with the
Securities and Exchange City. More information about DTC can be found at www.dtcc.com.
3.
Purchases of Series 2006 Bonds under the DTC system must be made by or through
Direct Participants, which will receive a credit for the Series 2006 Bonds on DTC’s records. The
ownership interest of each actual purchaser of each Security (“Beneficial Owner”) is in turn to be
recorded on the Direct and Indirect Participants’ records. Beneficial Owners will not receive written
confirmation from DTC of their purchase. Beneficial Owners are, however, expected to receive written
confirmation providing details of the transaction, as well as periodic statements of their holdings, from the
Direct or Indirect Participant through which the Beneficial Owner entered into the transaction. Transfers
of ownership interest in the Series 2006 Bonds are to be accomplished by entries made on the books of
Direct and Indirect Participants acting on behalf of Beneficial Owners. Beneficial Owners will not
receive certificates representing their ownership interest in Series 2006 Bonds, except in the event that use
of the book-entry system for the Series 2006 Bonds is discontinued.
4.
To facilitate subsequent transfers, all Series 2006 Bonds deposited by Direct Participants
with DTC are registered in the name of DTC’s partnership nominee, Cede & Co. or such other name as
may be requested by an authorized representative of DTC. The deposit of Series 2006 Bonds with DTC
and their registration in the name of Cede & Co. or such other nominee do not effect any change in
beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the Series 2006 Bonds;
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DTC’s records reflect only the identity of the Direct Participants to whose accounts such Series 2006
Bonds credited, which may or may not be the Beneficial Owners. The Direct and Indirect Participants
will remain responsible for keeping account of their holdings on behalf of their customers.
5.
Conveyance of notices and other communications by DTC to Direct Participants, by
Direct Participants to Indirect Participants, and by Direct Participants and Indirect Participants to
Beneficial Owners will be governed by arrangements among them, subject to any statutory or regulatory
requirements as may be in effect from time to time. Beneficial Owners of Series 2006 Bonds may wish to
take certain steps to augment transmission to them of notices of significant events with respect to the
Series 2006 Bonds, such as redemptions, tenders, defaults, and proposed amendments to the security
documents. For example, Beneficial Owners of Series 2006 Bonds may wish to ascertain that the
nominee holding the Series 2006 Bonds for their benefit has agreed to obtain and transmit notices to
Beneficial Owners, in the alternative, Beneficial Owners may wish to provide their names and addresses
to the registrar and request that copies of the notices be provided directly to them.
6.
Redemption notices shall be sent to DTC. If less than all of the Series 2006 Bonds within
an issue are being redeemed, DTC’s practice is to determine by lot the amount of the interest of each
Direct Participant in such issue to be redeemed.
7.
Neither DTC nor Cede & Co. (nor such other DTC nominee) will consent or vote with
respect to the Series 2006 Bonds unless authorized by a Direct Participant in accordance with DTC’s
Procedures. Under its usual procedures, DTC mails an Omnibus Proxy to the City as soon as possible
after the record date. The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those
Direct Participants to whose accounts the Series 2006 Bonds are credited on the record date (identified in
a listing attached to the Omnibus Proxy).
8.
Redemption proceeds, distributions, and dividend payments on the Series 2006 Bonds
will be made to Cede & Co., or such other nominee as may be requested by an authorized representative
of DTC. DTC’s practice is to credit Direct Participants’ accounts, upon DTC’s receipt of funds and
corresponding detail information from the City or the Trustee on payable date in accordance with their
respective holdings shown on DTC’s records. Payments by Participants to Beneficial Owners will be
governed by standing instructions and customary practices, as is the case with securities held for the
accounts of customers in bearer form or registered in “street name,” and will be the responsibility of such
Participant and not of DTC nor its nominee, the Trustee, or the City, subject to any statutory or regulatory
requirements as may be in effect from time to time. Payment of redemption proceeds, distributions, and
dividend payments to Cede & Co. (or such other nominee as may be requested by an authorized
representative of DTC) is the responsibility of the City or the Trustee, disbursement of such payments to
Direct Participants will be the responsibility of DTC, and disbursement of such payments to the
Beneficial Owners will be the responsibility of Direct and Indirect Participants.
9.
DTC may discontinue providing its services as securities depository with respect to the
Series 2006 Bonds at any time by giving reasonable notice to the City or the Trustee. Under such
circumstances, in the event that a successor securities depository is not obtained, Series 2006 Bond
certificates are required to be printed and delivered.
10.
The City may decide to discontinue use of the system of book-entry-only transfers
through DTC (or a successor securities depository). In that event, Series 2006 Bond certificates will be
printed and delivered to DTC.
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11.
The information in this section concerning DTC and DTC’s book-entry-only system has
been obtained from sources that the City believes to be reliable, but the City takes no responsibility for
the accuracy thereof.
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APPENDIX C
PROPOSED FORM OF THE OPINION OF BOND COUNSEL
April 5, 2006
City of Portland
1221 S.W. Fourth Avenue, Room 120
Portland, Oregon 97204

Subject:

Goldman, Sachs & Co.
85 Broad Street
New York, New York 10004

$21,370,000 City of Portland, Oregon, Hydroelectric Power Revenue Refunding Bonds,
Series 2006 (Federally Taxable)

Ladies and Gentlemen:
We have acted as bond counsel in connection with the issuance by the City of Portland, in
Multnomah, Washington and Clackamas Counties, Oregon (the “City”) of its Hydroelectric Power Revenue
Refunding Bonds, Series 2006 (Federally Taxable) (the “Series 2006 Bonds”).
The Series 2006 Bonds are issued pursuant to Ordinance No. 179793, enacted by the City Council
on November 30, 2005 (the “Ordinance”) and pursuant to a Trust Indenture, dated as of April 1, 2006 (the “2006
Indenture”), between the City and U.S. Bank National Association, as trustee.
We have examined the law, a duly certified transcript of proceedings of the City, prepared in part
by us, relating to the issuance and sale of the Series 2006 Bonds, and other documents which we deem necessary to
render this opinion.
We have relied on the certified proceedings and other certifications of public officials regarding
questions of fact material to our opinion and have not undertaken to verify the same by independent investigation.
We have reviewed the official statement only to confirm that the portions of it describing the
Series 2006 Bonds, the Ordinance, the 2006 Indenture, the authority to issue the Series 2006 Bonds and the
treatment of the Series 2006 Bond interest under federal and state tax laws is accurate. We have not reviewed or
approved the other representations of law and factual statements contained in the official statement including but not
limited to all financial and statistical information and representations.
Based on our examination, we are of the opinion, under existing law, as follows:
1.
The Series 2006 Bonds have been legally authorized, sold and issued under and pursuant
to the Constitution and Statutes of the State of Oregon and the Charter and Ordinance of the City, and constitute
valid and legally binding obligations of the City which are enforceable against the City in accordance with their
terms.
2.
The Series 2006 Bonds are payable solely from the Gross Revenues, as defined in the
2006 Indenture, and other amounts pledged by the 2006 Indenture as provided in the Indenture.
3.
The Series 2006 Bonds are not obligations described in Section 103(a) of the Internal
Revenue Code of 1986, as amended (the “Code”) and accordingly, interest on the Series 2006 Bonds is not excluded
from gross income subject to federal income taxation under Section 103(a) of the Code.
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4.

Interest on the Series 2006 Bonds is exempt from Oregon personal income tax under

existing law.
5.
Interest on the Series 2006 Bonds is exempt from present personal income taxation by
Multnomah County, Oregon.
These opinions are based on existing law and we assume no obligation to update or supplement
these opinions to reflect any facts or circumstances that may hereafter come to our attention or any changes in law
that may hereafter occur or become effective.
The opinions set forth above are qualified only to the extent that enforceability of the Series 2006
Bonds may be limited by or rendered ineffective by (i) bankruptcy, insolvency, fraudulent conveyance,
reorganization, moratorium and other similar laws affecting creditors’ rights generally; (ii) the application of
equitable principles and the exercise of judicial discretion in appropriate cases; (iii) common law and statutes
affecting the enforceability of contractual obligations generally; (iv) principles of public policy concerning, affecting
or limiting the enforcement of rights or remedies against governmental entities such as the City.
This opinion is provided to you as a legal opinion only, and not as a guaranty or warranty of the
matters discussed herein. No opinions may be inferred or implied beyond the matters expressly stated herein. No
qualification, limitation or exception contained herein shall be construed in any way to limit the scope of the other
qualifications, limitations and exceptions. For purposes of this opinion, the terms “law” and “laws” do not include
unpublished judicial decisions, and we disclaim the effect of any such decision on the opinions expressed. This
opinion speaks as of its date only, and we disclaim any undertaking or obligation to advise you of any changes that
hereafter may be brought to our attention or any change in law that may hereafter occur.
The opinions expressed herein are solely for your benefit in connection with the above referenced
bond financing and may not be relied on in any manner or for any purpose by any person or entity other than the
addressees listed above and the owners of the Series 2006 Bonds, nor may copies be furnished to any other person or
entity, without the prior written consent to Preston Gates & Ellis LLP.
We have served only as bond counsel to the City and have not and are not representing any other
party in connection with the Series 2006 Bonds. Therefore, no attorney-client relationship shall arise by virtue of
our addressing this opinion to persons other than the City.
Our opinion is limited to matters of Oregon law and applicable federal law, and we assume no
responsibility as to the applicability of laws of other jurisdictions.
Respectfully submitted,
PRESTON GATES & ELLIS LLP
Lawyers
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APPENDIX D
SPECIMEN FINANCIAL GUARANTY INSURANCE POLICY
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Financial Guaranty Insurance Policy

Ambac Assurance Corporation
One State Street Plaza, 15th Floor
New York, New York 10004
Telephone: (212) 668-0340

Obligor:

Policy Number:

Obligations:

Premium:

Ambac Assurance Corporation (Ambac), a Wisconsin stock insurance corporation, in consideration of the payment of the
premium and subject to the terms of this Policy, hereby agrees to pay to The Bank of New York, as trustee, or its successor (the
“Insurance Trustee”), for the benefit of the Holders, that portion of the principal of and interest on the above-described obligations
(the “Obligations”) which shall become Due for Payment but shall be unpaid by reason of Nonpayment by the Obligor.

N
E

Ambac will make such payments to the Insurance Trustee within one (1) business day following written notification to Ambac of
Nonpayment. Upon a Holder’s presentation and surrender to the Insurance Trustee of such unpaid Obligations or related coupons,
uncanceled and in bearer form and free of any adverse claim, the Insurance Trustee will disburse to the Holder the amount of
principal and interest which is then Due for Payment but is unpaid. Upon such disbursement, Ambac shall become the owner of
the surrendered Obligations and/or coupons and shall be fully subrogated to all of the Holder’s rights to payment thereon.

M
I

In cases where the Obligations are issued in registered form, the Insurance Trustee shall disburse principal to a Holder only upon
presentation and surrender to the Insurance Trustee of the unpaid Obligation, uncanceled and free of any adverse claim, together
with an instrument of assignment, in form satisfactory to Ambac and the Insurance Trustee duly executed by the Holder or such
Holder’s duly authorized representative, so as to permit ownership of such Obligation to be registered in the name of Ambac or its
nominee. The Insurance Trustee shall disburse interest to a Holder of a registered Obligation only upon presentation to the
Insurance Trustee of proof that the claimant is the person entitled to the payment of interest on the Obligation and delivery to the
Insurance Trustee of an instrument of assignment, in form satisfactory to Ambac and the Insurance Trustee, duly executed by the
Holder or such Holder’s duly authorized representative, transferring to Ambac all rights under such Obligation to receive the
interest in respect of which the insurance disbursement was made. Ambac shall be subrogated to all of the Holders’ rights to
payment on registered Obligations to the extent of any insurance disbursements so made.

C
E

In the event that a trustee or paying agent for the Obligations has notice that any payment of principal of or interest on an
Obligation which has become Due for Payment and which is made to a Holder by or on behalf of the Obligor has been deemed a
preferential transfer and theretofore recovered from the Holder pursuant to the United States Bankruptcy Code in accordance with
a final, nonappealable order of a court of competent jurisdiction, such Holder will be entitled to payment from Ambac to the extent
of such recovery if sufficient funds are not otherwise available.

P
S

As used herein, the term “Holder” means any person other than (i) the Obligor or (ii) any person whose obligations constitute the
underlying security or source of payment for the Obligations who, at the time of Nonpayment, is the owner of an Obligation or of
a coupon relating to an Obligation. As used herein, “Due for Payment”, when referring to the principal of Obligations, is when
the scheduled maturity date or mandatory redemption date for the application of a required sinking fund installment has been
reached and does not refer to any earlier date on which payment is due by reason of call for redemption (other than by application
of required sinking fund installments), acceleration or other advancement of maturity; and, when referring to interest on the
Obligations, is when the scheduled date for payment of interest has been reached. As used herein, “Nonpayment” means the failure
of the Obligor to have provided sufficient funds to the trustee or paying agent for payment in full of all principal of and interest
on the Obligations which are Due for Payment.
This Policy is noncancelable. The premium on this Policy is not refundable for any reason, including payment of the Obligations
prior to maturity. This Policy does not insure against loss of any prepayment or other acceleration payment which at any time
may become due in respect of any Obligation, other than at the sole option of Ambac, nor against any risk other than Nonpayment.
In witness whereof, Ambac has caused this Policy to be affixed with a facsimile of its corporate seal and to be signed by its duly
authorized officers in facsimile to become effective as its original seal and signatures and binding upon Ambac by virtue of the
countersignature of its duly authorized representative.

President

Secretary

Effective Date:

Authorized Representative

THE BANK OF NEW YORK acknowledges that it has agreed
to perform the duties of Insurance Trustee under this Policy.

Form No.: 2B-0012 (1/01)
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Authorized Officer of Insurance Trustee

[THIS PAGE INTENTIONALLY LEFT BLANK]

APPENDIX E
PROPOSED FORM OF CONTINUING DISCLOSURE CERTIFICATE OF THE CITY
This Continuing Disclosure Certificate (the “Disclosure Certificate”) is executed and delivered by
the City of Portland (the “City”) in connection with the issuance of $21,370,000 aggregate principal
amount of its City of Portland Hydroelectric Power Revenue Refunding Bonds, Series 2006 (the
“Bonds”). The Bonds have been issued pursuant to a Trust Indenture, dated as of April 1, 2006, between
the City and U.S. Bank National Association, as trustee (the “Trustee”). The City covenants and agrees
as follows:
SECTION 1. Purpose of the Disclosure Certificate. This Disclosure Certificate is being executed
and delivered by the City for the benefit of the holders and Beneficial Owners of the Bonds and in order
to assist the Participating Underwriters in complying with S.E.C. Rule 15c2-12(b)(5).
SECTION 2. Definitions. In addition to the definitions set forth in the Indenture or in the
Official Statement, which apply to any capitalized term used in this Disclosure Certificate unless
otherwise defined in this Section, the following capitalized terms shall have the following meanings:
“Annual Report” shall mean any Annual Report provided by the City pursuant to, and as
described in, Sections 3 and 4 of this Disclosure Certificate.
“Beneficial Owner” shall mean any person which has or shares the power, directly or indirectly,
to make investment decisions concerning ownership of any Bonds (including persons holding Bonds
through nominees, depositories or other intermediaries).
“Dissemination Agent” shall mean any person that the City engages to assist the City in fulfilling
its obligations under this Disclosure Certificate. .
“DisclosureUSA” means the DisclosureUSA website maintained by the Municipal Advisory
Council of Texas or any successor thereto or any other organization or method approved by the staff or
members of the Securities and Exchange Commission as an intermediary through which issuers may
make filings in compliance with the Rule.
“Listed Events” shall mean any of the events listed in Section 5(a) of this Disclosure Certificate.
“National Repository” shall mean Disclosure USA and any other Nationally Recognized
Municipal Securities Information Repository for purposes of the Rule. The National Repositories
currently approved by the Securities and Exchange Commission are listed at
http://www.sec.gov/info/municipal/nrmsir.htm.
“Participating Underwriter” shall mean any of the original underwriters of the Bonds required to
comply with the Rule in connection with offering of the Bonds.
“Repository” shall mean each National Repository and the State Repository.
“Rule” shall mean Rule 15c2-12(b)(5) adopted by the Securities and Exchange Commission
under the Securities Exchange Act of 1934, as the same may be amended from time to time.
“State” shall mean the State of Oregon.

E-1

“State Repository” shall mean any public or private repository or entity designated by the State as
the state repository for the purpose of the Rule and recognized as such by the Securities and Exchange
Commission. As of the date of this Disclosure Certificate, there is no State Repository.
SECTION 3. Provision of Annual Reports.
(a) The City shall, not later than nine months after the end of the fiscal year for the City’s
Hydroelectric Power Fund (presently May 31, 2007 for the fiscal year ending August 31, 2006),
commencing with the report for the 2006 Fiscal Year, provide to Disclosure USA, so long as it is a
recognized repository, or separately with each Repository, an Annual Report which is consistent with the
requirements of Section 4 of this Disclosure Certificate. The Annual Report may be submitted as a single
document or as separate documents comprising a package and may cross-reference other information as
provided in Section 4 of this Disclosure Certificate; provided that the audited financial statements of the
City’s Hydroelectric Power Fund may be submitted separately from the balance of the Annual Report and
later than the date required above for the filing of the Annual Report if they are not available by that date.
If the fiscal year for the City’s Hydroelectric Power Fund changes, the City shall give notice of such
change in the same manner as for a Listed Event under Section 5(c).
(b) If the City is unable to provide to Disclosure USA (or if Disclosure USA is no longer
a recognized repository, separately to each of the Repositories) an Annual Report by the date required in
subsection (a), the City shall send a notice to Disclosure USA (or to each Repository) or to the Municipal
Securities Rulemaking Board and the State Repository, if any is created, in substantially the form attached
as Exhibit A.
SECTION 4. Content of Annual Reports. The City’s Annual Report shall contain or include by
reference (without duplication) the following:
1.
The audited financial statements of the City’s Hydroelectric Power Fund for the
prior fiscal year, prepared in accordance with generally accepted accounting principles as
promulgated to apply to governmental entities from time to time by the Governmental
Accounting Standards Board. If such audited financial statements are not available by the time
the Annual Report is required to be filed pursuant to Section 3(a), the Annual Report shall contain
unaudited financial statements in a format similar to the financial statements contained in the final
Official Statement, and the audited financial statements shall be filed in the same manner as the
Annual Report when they become available.
2.
The historical financial and operating information (which may be included in the
audited financial statements) of the type shown in Table 4 of the Official Statement.
Any or all of the items listed above may be included by specific reference to other documents,
including official statements of debt issues of the City or related public entities, which have been
submitted to each of the Repositories or the Securities and Exchange Commission. If the document
included by reference is a final official statement, it must be available from the Municipal Securities
Rulemaking Board. The City shall clearly identify each such other document so included by reference.
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SECTION 5. Reporting of Material Events.
(a) Pursuant to the provisions of this Section 5, the City shall give, or cause to be given,
in a timely manner notice of the occurrence of any of the following events with respect to the Bonds, if
material:
1.

principal and interest payment delinquencies;

2.

non-payment related defaults;

3.
difficulties;

unscheduled draws on the debt service reserves reflecting financial

4.
difficulties;

unscheduled draws on the credit enhancements reflecting financial

5.

adverse tax opinions or events affecting the tax-exempt status of the

6.

substitution of the credit or liquidity providers or their failure to perform;

7.

modifications to rights of Bondholders;

8.

optional, contingent or unscheduled bond calls;

9.

defeasances;

10.

release, substitution or sale of property securing repayment of the Bonds;

11.

rating changes.

Bonds;

and

(b)
Whenever the City obtains knowledge of the occurrence of a Listed Event, the
City shall as soon as possible determine if such event would be material under applicable federal
securities laws.
(c)
If the City determines that knowledge of the occurrence of a Listed Event would
be material under applicable federal securities laws, the City shall file in a timely manner a notice of such
occurrence with (i) Disclosure USA, so long as it is a recognized repository, or separately with each
Repository or (ii) with the Municipal Securities Rulemaking Board and the State Repository, if any is
created. Notwithstanding the foregoing, notice of Listed Events described in subsections (a)(4) and (5)
need not be given under this subsection any earlier than the notice (if any) of the underlying event is
given to holders of affected Bonds pursuant to the Indenture.
The City’s obligations under this
SECTION 6. Termination of Reporting Obligation.
Disclosure Certificate shall terminate upon the legal defeasance, prior redemption or payment in full of all
of the Bonds. If such termination occurs prior to the final maturity of the Bonds, the City shall give notice
of such termination in the same manner as for a Listed Event under Section 5(c).
SECTION 7. Dissemination Agent. The City may, from time to time, appoint or engage a
Dissemination Agent to assist it in carrying out its obligations under this Disclosure Certificate, and may
discharge any such Dissemination Agent, with or without appointing a successor Dissemination Agent.
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The Dissemination Agent shall not be responsible in any manner for the content of any notice or report
prepared by the City pursuant to this Disclosure Certificate.
SECTION 8. Amendment; Waiver. Notwithstanding any other provision of this Disclosure
Certificate, the City may amend this Disclosure Certificate, and any provision of this Disclosure
Certificate may be waived, provided that the following conditions are satisfied:
(a) If the amendment or waiver relates to the information that is required to be provided
under Sections 3(a), 4, or 5(a), it may only be made in connection with a change in circumstances
that arises from a change in legal requirements, change in law, or change in the identity, nature or
status of an obligated person with respect to the Bonds, or the type of business conducted;
(b) The undertaking, as amended or taking into account such waiver, would, in the
opinion of nationally recognized bond counsel, have complied with the requirements of the Rule
at the time of the original issuance of the Bonds, after taking into account any amendments or
interpretations of the Rule, as well as any change in circumstances; and
(c) The amendment or waiver either (i) is approved by the holders of the Bonds in the
same manner as provided in the Indenture for amendments to the Indenture with the consent of
holders, or (ii) does not, in the opinion of nationally recognized bond counsel, materially impair
the interests of the holders or Beneficial Owners of the Bonds.
In the event of any amendment or waiver of a provision of this Disclosure Certificate, the City
shall describe such amendment in the next Annual Report, and shall include, as applicable, a narrative
explanation of the reason for the amendment or waiver and its impact on the type (or in the case of a
change of accounting principles, on the presentation) of financial information or operating data being
presented by the City. In addition, if the amendment relates to the accounting principles to be followed in
preparing financial statements, (i) notice of such change shall be given in the same manner as for a Listed
Event under Section 5(c), and (ii) the Annual Report for the year in which the change is made should
present a comparison (in narrative form and also, if feasible, in quantitative form) between the financial
statements as prepared on the basis of the new accounting principles and those prepared on the basis of
the former accounting principles.
SECTION 9. Additional Information. Nothing in this Disclosure Certificate shall be deemed to
prevent the City from disseminating any other information, using the means of dissemination set forth in
this Disclosure Certificate or any other means of communication, or including any other information in
any Annual Report or notice of occurrence of a Listed Event, in addition to that which is required by this
Disclosure Certificate. If the City chooses to include any information in any Annual Report or notice of
occurrence of a Listed Event in addition to that which is specifically required by this Disclosure
Certificate, the City shall have no obligation under this Certificate to update such information or include it
in any future Annual Report or notice of occurrence of a Listed Event.
SECTION 10. Default. In the event of a failure of the City to comply with any provision of this
Disclosure Certificate any holder or Beneficial Owner of the Bonds may take such actions as may be
necessary and appropriate, including seeking mandate or specific performance by court order, to cause the
City to comply with its obligations under this Disclosure Certificate. A default under this Disclosure
Certificate shall not be deemed an Event of Default under the Indenture, and the sole remedy under this
Disclosure Certificate in the event of any failure of the City to comply with this Disclosure Certificate
shall be an action to compel performance.
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SECTION 11. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of the
City, the Participating Underwriters and holders and Beneficial Owners from time to time of the Bonds,
and shall create no rights in any other person or entity.
Date: April 5, 2006
CITY OF PORTLAND
By ________________________
Debt Manager
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EXHIBIT A
NOTICE TO REPOSITORIES OF FAILURE TO FILE ANNUAL REPORT
Name of Issuer: City of Portland
Name of Bond Issue:

City of Portland Hydroelectric Power Revenue Refunding Bonds, Series
2006

Date of Execution and Delivery: _________________
NOTICE IS HEREBY GIVEN that the City has not provided an Annual Report with respect to the abovenamed Bonds as required by the Continuing Disclosure Certificate dated ________ __, 2006. [The City
anticipates that the Annual Report will be filed by _____________.]
Dated: _______________
CITY OF PORTLAND

By: _________________________
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APPENDIX F
COPY OF REPORT BY CH2M HILL, INC. ON EXISTING CONDITION OF THE PROJECT
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