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	MEMORANDUM
	
To:
	
[bookmark: To]Paul Kaufman and Pamela Lesh

	
From:
	
[bookmark: From]Michael M. Morgan

	
Date:
	
[bookmark: Date]September 28, 2025

	
Subject:
	
[bookmark: Subject]Customer Benefits From NNW-PGE Transaction

	
	



[bookmark: StartofMemo]	The financial objective of the consolidated companies is to achieve a consolidated debt to equity ratio of not more than 70% debt to not less than 30% equity within five years after the transaction closes.  This memorandum explains the benefits to the customers of NNW and PGE both before and after the consolidated companies meet this financial objective.

CUSTOMER BENEFITS WHEN FINANCIAL OBJECTIVE REACHED  

	When the consolidated companies reach the 70/30 debt to equity ratio, but no earlier than four years and no later than six years after the transaction closes, NNW and PGE will each file either (1) a rate case that will pass on to customers all future savings resulting from the transaction, or (2) an adjustment tariff to pass on to customers 50% of the forecast future savings resulting from the transaction.  To accomplish the latter, NNW and PGE will track actual savings for the purpose of making a future forecast.  Option (2) does not preclude the commission from investigating the rates of either utility electing option (2).


CUSTOMER BENEFITS BEFORE OVERALL OBJECTIVE REACHED  

1.  Generation Savings  We will propose that the commission adopt an agreed split of future savings between NNW and PGE (say 75% to PGE and 25% to NNW).  We will propose that the commission adopt an agreed allocation of the PGE  A&G savings attributable to PGE’s generation function (say 30% of the 75% allocated to PGE).  Annually, when PGE calculates the long-term resource value in its Resource Valuation Mechanism (RVM), PGE will pass the allocated A&G savings to customers either through a forecast of savings for the test year or through a guaranteed amount.  The forecast and the guaranteed amount for 2003 will be approximately one-third of the amount for later years because of the time required to achieve savings.  

	A guarantee assures a benefit to customers.  In addition, a guaranteed benefit plus an agreement between PGE and the commission that fixes PGE’s non-fuel fixed O&M for a four year period as proposed by PGE in UE 115, essentially eliminates the need for a generation rate case for four years.

2.  Gas Savings  NNW and PGE believe that they should combine their gas purchasing and gas operations.  This will produce lower purchase costs for both companies and other operating savings.  These savings will automatically be passed to NNW’s customers through the NNW PGA.  PGE’s customers will benefit from lower gas costs forecast in rates.  In addition, regardless of whether PGE has a PCA in effect, PGE will annually track its gas costs against the forecast gas costs included in rates.  Annually, PGE will file an adjustment tariff to pass to customers (all of or a percentage of?) the amount by which the forecast gas costs exceed actual gas costs.  

3.  Distribution Savings  NNW has in place a mechanism to share savings with customers if NNW’s earnings exceed its allowed ROE by more than 300 basis points.  PGE will adopt a similar mechanism to be used for its distribution function.  PGE will share with customers 50% of the amount by which its annual earnings on distribution exceed its allowed ROE by 300 basis points.  Otherwise, PGE will retain all savings from its distribution function.  

4.  Costs for Rate Case and Semi-annual Reporting  For purposes of semi-annual reporting and for determining past costs and forecasting future costs in rate cases, the commission will use NNW’s and PGE’s 2002 costs (or cost per customer?) and will not take into account any of the savings from the transaction retained by NNW or PGE or passed on to customers.  (I’m not sure how this is meant to apply).        

MMM/mmm

[bookmark: FileNum]009697\00003\422620 V001
oleObject1.bin
[image: image1.png]TOI]kOIl TOI’p LLP

ATTORNEYS





1600 Pioneer Tower


888 SW Fifth Avenue


Portland, Oregon 97204


503-221-1440


image1.wmf
1600 Pioneer Tower

888 SW Fifth Avenue

Portland, Oregon 97204

503-221-1440


