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March 5, 1999 9:05 a.m.

PROCEEDINGS

CHAIRMAN MECHAM: Let's go ahe record in
Docket Number 98-2035-04 entitled in nhatter of
the application of PacifiCorp and SabttPower plc
for an order approving the issuanceadfiffCorp
common stock. Let's take appearanaethéorecord,
please.

MR. HUNTER: Edward Hunter megenting
PacifiCorp.

MR. BURNETT: Brian Burnetpresenting
Scottish Power.

MR. GINSBERG: Michael Ginstper
representing the Division of Public igls.

MR. TINGEY: Doug Tingey repeating the
Committee of Consumer Services.

MR. FARR: Brian Farr represen the
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Department of Community and Economic @epment and
the Board of Business and Economic Dmpraknt.

MR. MOQUIN: Dan Moquin repegsing the
Office of Engineering and Resource Filagn

MR. CRABTREE: David Crabtrepresenting
Deseret Generation Transmission and Memb

5
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Cooperative.

MR. PETERS: Bill Thomas Pster
representing Emery County.

MR. DODGE: Gary Dodge repras® Large
Customers.

MR. REEDER: Robert Reederespnting
Utah Industrial Electrical Consumers.

MR. ALLRED: Steven Allred megenting
Utah League of Cities and Towns.

MR. MCNULTY: Matthew McNultepresenting
UAMPS.

MR. RANDLE: Stephen Randlpresenting
the Utah Farm Bureau Federation.

MR. JONES: Kevin Jones repngisig Nucor
Steel.

MS. WALKER: Joro Walker repeating the
Land and Water Fund.

MS. WOLF: Betsy Wolf on behafl Salt

Lake Community Action Program and Croads Urban
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Center, and we're not currently represehy
counsel.
MR. BROWN: Lee Brown currgntl
representing Magnesium Corporation oleAna.
CHAIRMAN MECHAM: Thank you_et's start
with interventions. Off the record, Mtunter, you

6
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said you didn't object to any of theementions
that have been filed to this point badl lsome
recommendation as to grouping.

MR. HUNTER: Yes. We receivERIpetitions
to intervene. We have received 13 ipeistto
intervene by February 17th, the intetien
deadline. We received another petitmimtervene
on Wednesday from BBED and DCED. We'tdanect to
their intervention.

We would suggest that the BadrBusiness
and Economic Development and the Depantrof
Community and Economic Development dedQffice of
Energy Research and Development, ifgatethat
title correct -- Office of Energy and<€Rearce
Planning, excuse me, should be groupedgeveral
reasons.

One of which is that they are same legal
entity, and more importantly, the isstey've

raised are overlapping. The Office néEy and
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Resource Planning has raised some emagntal
issues, talking about fuel use, consemwathe
carbon issues, and suggesting that waldhdentify
what the merged companies' positiondavibe on
those after.

On the opposite side of theesfACED and

7
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the Board of Business and Economic Dmvekents are
concerned about what's going to happé¢he plants
and the coal mines in the state of Utah.

We suggest that the State ohldtathose
related issues should have a singldiposand
should present it to the Commission.

We're not trying to limit theibility to
present discovery or otherwise partigpa the
hearings. We don't even request tregt tlave a
single counsel. We would have a reqtregtthey be
grouped and come up with a single pmsitin those
ISsues.

MR. MOQUIN: | don't belieVedt it's a

natural grouping, to be honest. | thonak
interests are very different, and | khiimat the
board would be best served by -- the @@sion would
be best served by having the differéawpoints of
the agencies.

We are a State agency, but ltdbimk that
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at this time there is a common interéstd | think
they were set up statutorily to repréesiferent
interests, and | don't think they shcagdumped
together.

If there is going to be a gragpio cut
down the number of parties, | think wawd more

8



10

11

12

13

14

15

16

17

18

19

naturally fall with the Land and Watemid, if they
don't have any objection to us beingraluined
party.

MS. WALKER: We have no objeat

CHAIRMAN MECHAM: Do you anipate taking

different positions on these issuesimyou know?
MR. MOQUIN: At this time, va® not know.
As discovery goes along -- | think oospions will
be very similar.
MR. FARR: We're happy to weokether and
see where we can get a unified positiBut | think

there's a possibility our position wohkl

different.
MR. MOQUIN: | was talking ftve Land and
Water Fund. | do anticipate there wdagd

differences with the other two Statetmst
COMMISSIONER WHITE: To thetert your
positions are the same, are you antiogpane

party would present those positionshst three
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parties or two wouldn't be presentirgghme
positions or evidence?

MR. MOQUIN: If it turns outdt we are
very similar, that would be a possipilitwe're not
sure, and we have to represent our statelate. To
the degree the Land and Water Fund ddesre the

9
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same position, we'd have to be involvatthough |
think we'd both prefer to save resourstethave one
person presenting.

COMMISSIONER WHITE: Anotheawof asking
my question is, is it appropriate, do yoink, to
look at consolidating issues rather tharties?

MR. MOQUIN: Consolidating ies is a
possibility, yes. Probably, we couldtdat.

CHAIRMAN MECHAM: Otherwisehére are no
objections to the interventions filedtba part of
anyone? That makes it simple.

MR. BURNETT: We have no objeas.

CHAIRMAN MECHAM: | think ratr than
formally grouping parties together, wivatll do is
we'll grant the interventions that hheen
submitted to us. But insofar as comiiseues are
concerned, we would ask that the paggtdogether
on those.

For instance, the OERP and tedLFund may
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have common issues. If we could onlyehane
argument as opposed to two. Likewisdt, [Sake
Community Action Program, they have éssin common
with the Committee. Large Customer @rand UIEC
may have common interests and commaesssif we
could just, for the sake of administrati
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efficiency, if nothing else, have th@asguments
argued together. The League may haessin
common with UAMPS or Emery County, I'ot sure.

But | think that would cut dowargreat deal
on the hearing time. And | think we# able to
perhaps refine that request a littleeras we see
where everyone's going.

Okay. Insofar as the issueestants are
concerned, | guess first | ought to msike that
we've got our comprehensive list of thaMe have on
the file a joint issue statement of aiffaorp and
Scottish Power. We've got an issuestant from
the Committee of Consumer Services.v@vgot one
from the League of Cities and Towns. 'W&/@ot one
from UAMPS.

We have an issue statement frenOffice of
Energy and Resource Planning. We'vegetfrom the
Land and Water Fund of the Rockies. \i4/gbt one

from the Large Customer Group. We hawefrom Salt
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Lake Community Action Program. We'vé goe from
Magnesium Corporation of America. Weajog one from
the Division of Public Utilities.

We have an issue statement Deseret
Generation and Transmission. And wgiteone from
the Utah Industrial Energy Consumeriselieve that

11
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that's it.

MR. PETERS: Your Honor, widgard to
Emery County's, we filed a petitionntervene, and
within the petition, we identified thesues.

CHAIRMAN MECHAM: Okay.

MR. PETERS: | probably shob&l/e
captioned it Position to Intervene atat&nent of
Issues. It was filed on February 3rd.

CHAIRMAN MECHAM: I've seenpetition for
intervention, and so I'm sure it's omfite.

MR. PETERS: We didn't identifas a
Statement of Issues.

CHAIRMAN MECHAM: All right.Thank you for
that correction. Did anyone else filattl didn't
name?

MR. FARR: We did the samethas Emery
County. Community and Economic Develeptn

CHAIRMAN MECHAM: Okay. As We reviewed

these individually, it appears, and gan correct
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me if I'm wrong, that there seems tagpreement
among parties that the standard by wthieh
Commission should judge this mergerhgtiver or not
there are benefits to the customer. iAtich not
mistaken, even the company agrees Wit tMr.
Hunter?

12
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MR. HUNTER: Absolutely cortehat we
pled -- in the application, the compagyeed that
it would show benefits in this proceedilWe are
also aware that the Commission in thet pas
adopted the positive benefits standarderger
cases.

As the Commission is also awarg¢hose
cases, we filed pleadings disagreeirig your view
on that standard. What we're hopingmdike past
cases, that's not an issue we haveaebright

now. At the end of the proceedingt'sf i
necessary, and it has not been in the fmabrief
the issue, then we'll certainly be wdlito do
that.

Our position is that it is tharglard
that's previously been adopted by the@sion, it
will show positive benefits. We dohbwever,

believe that's a standard a court wadlapt in the

state of Utah.



20

21

22

23

24

25

COMMISSIONER WHITE: What dowthink is
the standard a court would adopt?

MR. HUNTER: No harm.

COMMISSIONER WHITE: When ysay benefits
or positive benefits, you mean bendfdm the
merger over and above what would bewwithhe

13
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merger?

MR. HUNTER: In the last Conssion order
adopting a standard, the position then@asion took
was that they would weigh the costdhefmerger
against the benefits of the merger aoé ht the
net to determine whether or not thereevbenefits
in the public interest. And that is #tandard
that we're proceeding with.

CHAIRMAN MECHAM: Mr. Ginsberglid you

have something?

MR. GINSBERG: No. It seentkdt that was

a reasonable way to approach it as @uptmswriting
briefs and having the Commission rulet orow.
Since they have pled that they will shpmsitive
benefits.

The only time the issue wouldheoup would
be if the Commission found there wafiaon and no
benefit; that the merger was clearlyindhe

public interest. It would be denied.
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So it seems that if -- what tlerstand the
company is doing is preserving an ishaethey
might wish to raise at some later stagbe
proceeding.

COMMISSIONER WHITE: There'toaof -- in
these issue statements about publicesitethat is

14
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intended to be synonymous with the pasivenefits
standards, or is it something different?

MR. GINSBERG: The public irgst is the
statutory standard that's included withie section
of the statute that they filed under.

COMMISSIONER WHITE: | undeast that.
I'm trying to get at what the partiemkhs the
definition of public interest, or howiisneasured,
or what does it constitute? In theipaltview, is
that the same thing as the benefit stahar is it
something additional?

MR. GINSBERG: | think it walibe the same
thing. That in order to show positienbfits, it

has to be in the public interest. kaplblic
interest would encompass all of theoatsgipositive
benefits that would flow from the mergérom the
transaction. I'm not sure -- I'm natesufollow
exactly what you're asking.

COMMISSIONER WHITE: | may no¢ sure what
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I'm asking.

MR. GINSBERG: Probably evergs
definition of what's included within @le@vant
consideration of the public interest Imilge
different.

CHAIRMAN MECHAM: Mr. Burnett?

15
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MR. BURNETT: | would just cour with what
Mr. Hunter has related. We would intémdeserve
this issue until a subsequent time. S&&no reason

to argue it at this point.

CHAIRMAN MECHAM: Mr. Reededp you have a

view on this standard?

MR. REEDER: It would seemrthare a
number of paths that could lead to thectusion
there is a net positive benefit. Oné&em could
well be economic, traditionally lookiaga
financial test to see if there was firiahbenefit.

There may be evidence in thgeeand other
cases to suggest there would be otlaspres that it
would be a net positive benefit othantla
financial outcome.

So | would expect during therseuwof this

hearing, the outcome will be whethenatrthere
will be a net positive benefit. Thehsato get to

that conclusion may differ among thosesowho
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present evidence that there is or isanudt
positive benefit.

But | think at the end of the/daith that
standard net positive benefit, to measurether or
not it's in the public interest, youda the
correct standard. But | would expectde

16
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different paths to get to that conclasio

COMMISSIONER WHITE: | haveeguestion of

the parties. Is it everyone's expeatatinat all

of the issues in the issues list willdogued, or
does any party have objections to arth@issues
filed by other parties, believing thagy're
improper or irrelevant or something, ardht's the
best way to get at that problem?

MR. HUNTER: We do object tnse of the
issues. What we'd prefer to do, withryo
indulgence, is briefly attempt to grdbp issues
that we find objectionable, explain tmywhy we
find them objectionable, and perhapsersame
suggestions.

CHAIRMAN MECHAM: Go ahead.

MR. HUNTER: There are a numifehe
issues that we don't think are relevahit what
we've attempted to do is limit our obi@as to the

issues which would expand the scopbisfdase
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beyond its legitimate bounds.

The first group is the publionsw, private
power issues. In the last merger prdiogge the
Commission stated that this case willoerome a
battlefield for public versus privatentmversy.

We think without some Commission actibwere's a

17
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chance that that will happen this time.

Under that category, the issaesed by
UAMPS -- for example, UAMPS has stateat this
somehow is the ideal time in which ther®nission
should determine the pricing, timingd ather
related issues vis-a-vis PacifiCorplitaes that
serve customers in annexed areas.

We point out to the Commissithre
Legislature has already determined dinen fin which
those disputes will be resolved, thaddad under
which those decisions will be made, faarket
value, and the analysis that has tateenpted each
time that happens.

The courts in Strawberry anddmogave
already said it's a case-by-case, faetific
analysis in which you do a takings asialy You
determine what facilities were takenawtheir
value was. Under some circumstancasnyay be able

to get lost profits. Under most circtamges, you
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probably will not.

But it is not an issue in whtbis
Commission could look at it without ggitmrough
that fact-specific analysis, which wotd#le a long
time. Assuming the Commission had thisgliction.
So we suggest that that's not an apiatepgssue

18
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for this proceeding.

Similarly, UAMPS has raised iss@bout
acquisition adjustments and reliabigues. We
agree that both are legitimate issueghie
proceeding in the context of their impae retail
customers over whom this Commissionjlasdiction.

And as you can tell from outtitesny, we've
addressed those issues. We've takgrositon
that acquisition adjustment will notreeovered
from Utah customers. We've also takenposition
that the liability standard should be@ed as a
condition of this merger.

What we are concerned aboluttrst
position was broadened to take into aetthe
impact on municipal customers, UAMPStaoeers, or
other customers inside or outside tagesvho were
served at wholesale. We don't think Wecan do
anything useful before this Commissiarttwose

issues, and we don't think they shoelthdfore the
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Commission.
DG&T has a similar issue. DG8&lnks this
is the case in which the Commission khdatermine
whether or not certificates should laasferred
from the company to DG&T.
We also think that their procesdu-- it's

19
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clearly within the Commission's juridgtbo. But
there are statutory and case law guidslon how
that's done. Also fact-specific.

Those should be done beforeCbi@mission in
a case brought by DG&T in which they caeet the
standards and provide the evidencestas why
those certificates should be transferied
shouldn't be part of a merger proceeding

In fact, based on an earlier tmgewith
DG&T, our perception is the reasonhésmg brought
is they think it gives them leverag@éo, as a
condition of this merger, something theyldn't get
otherwise. We don't think it's an ajppiate issue
that should be before the Commissiahiscase.

Issues raised by the Utah Leadué&ties
and Towns that could fall under the bf
municipalization. Also to the exteraith
self-determination involves issues thablve

annexation, the valuation of propertytfe
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purposes of acquisition by municipal poentities
or entities that are thinking about lmerw
municipal power entities, to the extiratt it
involves issues that have been assigmether
forums for resolution, we don't thinksle issues
are before the Commission.
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We hasten to add, however, tat_eague
has legitimate concerns that involveéssthat
should be before this Commission. Weiavolved in
discussions with the League right noawenbeen for
some time.

As a result of those, we havepaeld certain
positions that were advanced by the ueagrhe
reliability standards that are in owtit@mony, for
example, are a result of some of thaseudsions.
Those have been helpful.

To the extent the parties, thadue and the
company reach further agreement, wetbfthose to
the Commission and present those t&€tmmission.
But to the extent that municipalizatiannexation,
options, sole aggregation issues ar@ved in the
League's issues statement, which iEdt,chen we
think those aren't appropriate issuésrbehe
Commission.

The other broad category ofeéssis
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deregulation. As the Commission knaagswell as we
do, that issue is currently before tegiklature.
We've had extensive hearings beforeGbmmmission.
To the extent conclusions can be drave've drawn
them.

There is not a plan to proceddl w
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deregulation in the state of Utah. [Qatation

should not be an issue before this Casion. There
is nothing useful we can do on thatectbj To the
extent that parties have evidence toigey they
provide it at other forums and will ciowie to

provide it in other forums. It simplypmands the
scope of this hearing beyond what itusthde.

Then on the -- in the categdrgags and
cats, one of the Division issues invelgbareholder
benefits. Since the shareholders aregggo have a
chance to vote on this transaction,vaifid
determine whether or not, in their viéis,in the
public interest, | don't think that'sseful issue
before the Commission.

We point out in the last proaagd
shareholder issues were not adoptedbbommission
as an issue. The Division providednesty that
looked at related issues, such as whetheot the

merger adversely impacted the utiliyggity to
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raise capital. But shareholder iss@®mot in

the past been adopted by this Commisssaasues.
The several parties have rasdivestiture

issue. We agree it's an appropriatesigefore the

Commission. We point out, though, thand we

don't want to be in the position of angut --
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that the Commission has rules alreadgieestiture
of assets. We'll continue to be suldiethose
rules. So we assume that one can bgvualy
easily resolved.

There is -- several parties haiged
special contracts issues. We beliésant
appropriate issue to decide whethebprces
will be adversely affected by the apalaf the
transaction.

We don't, however, want to gethie
position where it turns into a rate dasspecial
contract proceeding. The Commissiarssigsued an
order in which those issues are goingete- some
of those issues will be dealt with ie tontext of
a task force, as we think they should et with
there rather than before the Commission.

And then one relatively recesuie. DCED
and BBED raised the issue involving 8sbtPower's

ownership of nuclear facilities and hibne
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liabilities associated with that woulel tandled.
Scottish Power owns nuclear faciliteswe don't
think that's an appropriate issue bettoee
Commission.

We think it would be helpful & a result
of these hearings or the additional ingaron April
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2nd, if the Commission would issue aheomgiving us
some guidance on the public power amdgidation
issues, at least.

And also, if in that order theguld give us
some guidance on whose burden it isiteye those
issues. To the extent that the Comimsdecides
some of those issues are appropriatesssefore
the Commission, they should specify \wkars the
burden.

Obviously, we think in the coxitef
deregulation, for example, to the exthat
Commission wanted to adopt that isdwed, ghould be
someone else's burden. To the extegttthnk
deregulation is an appropriate issugy ghould
have the burden to show what that relegas to
this proceeding and how it should bedteth

Thank you.

CHAIRMAN MECHAM: Mr. Burnett?

MR. BURNETT: Thank you. btight I'd
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follow up on a couple of things. A ctripf issues
were raised by the Division, for exampheir 1-B
talks about will the proposed parent pany meet all
the traditional and legal financial regments.

For example, PacifiCorp in tbasticular
situation is going to stay in placelasregulated
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entity. It's really a stock issue. i@®think
issues like this, for example, arerdllyerelevant
to the proceeding. And we don't thinknrd we have
not chosen to address each issue.

Obviously, we hadn't had thiareg before
we filed our testimony. But our positis we filed
the prima facie case showing positivedfies. And
we don't necessarily think, of the haldrof issues
mentioned in here, that we should haveddress
each one.

Some of them are, in fact, disry
requests, and have been subsequentigtput
discovery requests. And we're hapmnswer those,
but we don't think, necessarily, that pinhoceeding
should be drawn out to address eachighel issue,
and we don't think we have a burdeMiadHunter
mentioned, to disprove some of the issu@ch are
raised by other parties.

For example, one of the Divisassues,
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2-F, discusses whether or not -- whaitld/be the
effect if the Public Utility Holding Cqmany Act was
rescinded or was terminated?

Again, issues similar to thig shouldn't
have to respond to. | mean, we havard énhough
time figuring out what the law is that've
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currently subject to, let alone spedntaabout
what the impact of recision of the Paliility
Holding Company Act may be.

There was a suggestion made/AlyIBS that we
spend some time, some of the Commissiaitiable
time, looking at and taking evidenceRacifiCorp's
conformance and compliance with therpmerger
conditions that happened in the '80s.

We don't think it's an efficiarge of
Commission time to focus on a caselibppened over
a decade ago. This is Scottish Power’sadoming in
and purchasing the stock. The focub®f
Commission's time and the resourcestdogbe on
this particular transaction and whatdeaqed here.

And PacifiCorp remains in plaaed the
conditions are what they are. We'rechainging the
Commission's jurisdiction over Pacifi@owe're not
changing PacifiCorp. It remains in plas the

regulated entity. We don't think ifBogent use
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of the Commission's time to focus on.th&e think
the focus should be on this particulangaction.

Again, | would just like to --ell;, let me
mention one more issue. A couple mesaas,
actually. DG&T's raised issues relatmédunter I
costs. Those are subject to contract.
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Supporting what Mr. Hunter hagls
previously, we don't think that this heg and this
proceeding and this docket should gagsind lead
off into roads that are nonproductivend focusing
on something that's covered by conwaébcusing
on something that's handled in the spuditside
the Commission's jurisdiction, we daomitk would
be a productive use of time.

Some folks have mentioned, the Land and

Water Fund, some environmental iss¥és.in our

testimony have mentioned we're enviramally aware,

we're interested in these issues, we haxtainly
an aggressive agenda to try to comptly wi
environmental laws.

| would mention again and reiterthat
PacifiCorp remains in place. It ist-ontinues
to be subject to all federal, state, lacdl
environmental laws. And we don't neaghsthink,

other than what we have mentioned intestimony,
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that we need to spend the Commissiestsurces and
hearing time arguing about what ourged are
going to be on regional haze, for exanghd those
types of things.

So -- and we don't necessaniigrid to
focus on, as | mentioned previouslytaof
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ancillary issues. Our focus is we putH a prima
facie case showing positive benefitthef merger.
We think we ought to focus on that. &dhings,
obviously, we're not going to objecthem.
Parties are able to bring them up. \W&tdhink
that they're necessarily relevant topitueeeding.
We should focus on those thatetestray.
Otherwise, the proceeding will be dravat, and
we'll lose sight of our end goal.
With that, | will just submit ifThank you.
CHAIRMAN MECHAM: Thank youMr. Ginsberg,
did you have any comment on these i&sues
MR. GINSBERG: Yes. | guesdike to
start by reading to you a portion of thi¢'s the
November 3rd -- 20th, '87 order thatiggkin the
PacifiCorp merger case that somewhdt deéa, |
think, what we're doing here.
It said, with respect to considien

outside of our normal regulatory juretatin and
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enforcement powers -- for example, thalth of the
coal mining industry, antitrust effect;etera --
which nevertheless bear on the pubterast,
applicant bears no affirmative burdedeémonstrate
benefits or even an absence of harnthdse areas,
other parties will carry the burden efrtbnstrating
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either some benefit or some substah&ah by
reason of the merger.

And maybe a lot of the broadsues that
PacifiCorp brought up fall within thattegory.

The Division generally beliewbat this
case should not turn into a proceedirgdgbating
public versus private power, annexatssuaes,
restructuring issues.

In the last merger case, evengh public
and private power issues existed attiima, the
merger case did not focus on those ssslighose
issues did exist, it seems that whtte-kind of
ruling you made in the last merger caseld apply
to those, that somebody else would baweme
forward and say what they are lookinggied why it
fits into this.

With respect to the issues thragany raised
relating to the Division's -- the onalileg with

the shareholders was within the Divisiatatement
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as 4-H. And it may be inartfully worded

But in the last merger ordee, @ommission
indicated, it says, the question to heneered by
this Commission, as we have stated pusly, is the
extent to which merger benefits will raecto the
ratepayers, shareholders, employeesyemerally to

29



10

11

12

13

14

15

16

17

18

19

the state of Utah. Is there a net pashenefit?

We included the shareholderd, maybe we
included them a little too broadly irete. Because
statutorily and for other reasons, tloen@ission
needs to look at the financial healttthef utility,
not only today but the long-term finaidiealth
that will result as a result of this e

In the last case, the Divisiooled at the
long-term financial forecast of the netgompany
and presented that type of evidenckadtommission
which deals not only with the finandaialth the
utility will have once they operate, &t Power,
but also affects the long-term effecisthbenefits
will have to whoever happens to be treeholder,
not only today but in the future.

So | don't think we met it witithe sense
of we understand the shareholders dregidut
more in the sense of the financial lterga and

short-term benefits that are going davfto
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ratepayers and to the owners of the eomp

The certificate issue that thaged, we
understand that the certificate is rextgferring
in the technical sense, like it didhe PacifiCorp
case, but when the Commission listetifioates and
basic qualifications as being an issuhe last
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case, they cited the Mountain Fuel pedagg which
was the proceeding that related to togiigition of
Southern Utah. Docket 86-057-03. Amat tisted
six factors which were to be considerethese type
of proceedings.

And although we understood theificate
would not be transferred, the basicdiecthat go
into whether a certificate would be ss$wr not
issued we felt were relevant. The fmahhealth,
the effect that this may have on otlspsers, the
effect it has on ratepayers.

We did not mean it in the teclhsense of
the certificate would be transferre®omttish
Power. The certificate would still raman the
name of PacifiCorp.

So those were the bases of-tivbat would
be included within our issue statement.

CHAIRMAN MECHAM: Okay. Mr.ifigey?

MR. TINGEY: Quickly, if | cdadL
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CHAIRMAN MECHAM: Go ahead.
MR. TINGEY: And to be veryigk, we are
in general agreement with what Mr. Gerglsaid. So
| won't repeat that.
Also, from what I've heard frévin. Hunter,
no specific issues of the Committee Hzaen
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challenged, with the possible exceptibane of the
topics that he brought up was aboutdittee.

Maybe that shouldn't be an issue, antielieve it

should.
That the analysis in this casgding to be
based on the company as it is, anceifetlare net

positive benefits based on that compamyought to
make sure that company stays that coynp&n we
believe that is an issue, that condgioray be
necessary in that area.

The only other issue is thisdaur idea.
And there have been discussions aboasahurden it
is. And | believe that everybody isagreement, at
least on the core issues, that the ostipe
benefits and the issues such as the Gbe@emaised,
that the burden is on the applicantshtmw those
net positive benefits.

CHAIRMAN MECHAM: Thank youdow about a

brief response from Mr. McNulty, Mr. Add, if you
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have one, and Mr. Crabtree, since ysauds were
squarely challenged?

MR. MCNULTY: Well, Commissien at the
risk of being the redhead stepchilchigse
proceedings, as politically incorrectlzst is, let
me respond to what Mr. Hunter said.
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But | have one question. Anattis, as |
understand PacifiCorp's position, theldve
they're going to present a case thawsltbat there
is positive benefit to this transactiddut they
reserve the right to argue later thatstandard
really should be no harm.

| guess | have a general procdjuestion,
and that is, which is it? Which is tae of the
case, if you will, for these proceedihgBecause |
suspect that the standard is a bitréiffe UAMPS,
for its part, will proceed as if the pog
benefits standard is the law of the case

But | want -- | guess I'd likemade clear

in my mind, anyway, at some point, aeegeing to be

finding ourselves arguing that the dwed changed
somewhere along? If it does, | guekbkié to
know pretty quickly up front when thakes place.
| raise that only as a procedural issue.

Responding to the specific cons¢hat Mr.
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Hunter raised, it is not a UAMPS intentin any way
to make this a public power versus agbe power
issue. I'm a bit confused. If thaduggested or
stated in our intervention, that is aftdman

error, and | take responsibility fortth&Ve never
intended this to be a public power versuvate
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power issue, and I'm confused whereighiat our
Statement of Issues.

Having said that, the annexatjaastion of
whether this is the appropriate forundisxuss fair
market value for properties that maynay not need
to be condemned within annexed areas heartened
to hear PacifiCorp acknowledges thatibgan case
and the Strawberry case seem to edtatdis you go
about and what the value -- the protseiw
condemning, and that it is fair markaiue.

We were simply seeking an angslgsocess
that would prevent, if you will, the ctant need to

litigate on a piecemeal basis rathedlsmamall
from certainly PacifiCorp and Scottistwer's
standards -- small issues. A distrdrutine that
might support four or five customersdidtribution
line that might support 30 customers.

It, quite frankly, is impossiliteget

negotiations moving forward with the gamy, and
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then to establish a protocol for thosgatiations,
and then to arrive at a fair market galu
Litigation is always the result.
| suggest to you that that ipensive, not
only to UAMPS customers but to Pacifi€oustomers
in the end, and to the shareholders.
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We were simply seeking some goae from the
Commission identifying how pricing aming or other
issues ought to be addressed by a negetentity
when, clearly, they're operating witaimexed areas
and cities or attempting to condemn inithose
areas. We're not talking about largasywe're
talking about relatively small portions.

As to the acquisition adjustmeictlled it
an acquisition premium. I'm obligedttisanot
going to be passed along.

As to the divestiture questiwhjch | guess
we have raised as well, it is our positinder your
statutory grant of authority that yowéavide
authority, a great deal of authorityndfas we
noted in our Statement of Issues, wekthiruns
beyond the geographic boundaries o$take of
Utah.

Now, it does that because Faotip is

currently a vertically-integrated ugilitYou can
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order something here in the state ohhat may
require a fix outside with transmissan
generation, that may require a fix seleoiy
outside of your -- of our geographic haaries.
That's a powerful tool.

And we wanted to make sure tihatte's not a
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great deal of divestiture at the enthefday, or
if there is going to be divestiture, want you to
put some initial rules in the order abdivestiture
S0 you don't lose that rather grand @utghthat
you currently have. Because itis a
vertically-integrated utility.

| agree that, in fact, thereralles, there
are statutes about the process of handpeest the
properties of the utility. It's clear.

What we suggest, if you do iteopiecemeal

basis without ever -- next year, threarg from

now -- without ever having entered aseomow, you

sort of have what | guess the politisigalk about
as mission creep. You never have thdolk at
the issue that you have before you nBecause
you're only talking about small piecesmall
portions of a company. But if you esdbthe rule
now, you avoid the mission creep, if yall.

Finally, as to the question diether --
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what happens. The questions we raisedtavhat
happens with the merger, the 10-yeamwdger now.

We believe that we can learmeagdeal by
going back and reviewing the sort ofiessthat were
raised in 1989. Promises that were thade, and
whether those promises were fulfilled.

36



10

11

12

13

14

15

16

17

18

19

Now, Mr. Burnett is quite corredhis is
Scottish Power. This is not -- thisuidifferent
entity. The fact remains, we will er@with many
of the same bases, many of the samdeeop
positions of authority and positionsttinapact
whether promises have been kept atrideoéa
merger between Scottish Power and Faarf.

So ability, willingness to follcthrough on
promises made 10 years ago, does hawepatt on
ability, will, to follow through on prases made at
this juncture.

We would submit it at that. &sd you have
guestions for me.

CHAIRMAN MECHAM: Not at theament, thank
you. Mr. Allred?

MR. ALLRED: Yes. I'd like tespond to
comments of both Mr. Hunter and Mr. Gigrg). Mr.
Hunter raised the issue of municipaiorat Perhaps

rather than take issue with his commiédihgimply
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clarify it from our position.

It is correct to say that eanhyin our
analysis of where we were going to binis
application, we discussed the possyuiit
municipalization.

After rather extended discussionth the
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applicants, we concluded that there aviselihood
that municipalization as we viewed itynhave some
negative impacts on the ultimate meitgetf. And
have at least tentatively concluded thatmerger,
in light of our other requests and issyeobably
is a better thing to happen than not.

Having said that, | want to makeear
that what we have and still seek toldough
discussions that Mr. Hunter mentioneth iseek some
of the benefits of municipalization vath the
actual transfer of ownership that islioipin
municipalization.

And we think that is possibl&e think it
is possible in a form extraneous toehes
proceedings, but hopefully will be fadde at such
time as there was concurrence. Weraeepding to
do that. We've had meetings, will coméi to have
meetings, and | am optimistic that deat take

place.
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Having said that, | wouldn't wémsuggest
that if Utah League of Cities and Towlogs not have
the benefits that they intend to froms,tht
certainly should not be surmised thatweeld not
pursue the other alternative of muniapsion.

The issues Mr. Ginsberg raistink on
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their face may appear to be mattersatrebutside
of the merger. But let me suggest fdatt-25
suggests that certificates of converaeare, in
fact, dependent upon franchise agreesvamntther
consents being given by local entities.

| think it is very important fdre merged
company to understand what its serviea will be
and what its conditions will be.

That being the case, we thirdt this
process provides a forum for an ordanlg timely
development of some of those issuesatigat
franchise oriented, yet dependent upengsuance
of a certificate of convenience.

We believe the issues that Hmaen
presented are not only important issadise Utah
League of Cities and Towns but importasiies to
the orderly and timely development of arerger
proposal.

CHAIRMAN MECHAM: Thank youMr. Crabtree?
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MR. CRABTREE: Very briefly.guess, as
PacifiCorp expressed its objectiongoif will, to
the issues raised, as far as Desessties are
concerned, | heard two specific refeesnc

One I think is simply a misreaglof the
issues we intended to raise. It's reddbet's
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intention to bring in this proceedingy @ort of
specific request for an extrinsic transff
certificate as to any particular piet¢he
testimonies involved.

It is, however, our contentibatta truly
full and adequate exposition of the puiniterest
impacts of this merger cannot be acc@ahet without
a careful consideration of possible digfe impacts
that the merger might have in the rarahs,
especially those areas where Deseretantembers
share resources with PacifiCorp or whieeeservice
areas are so intertwined geographitadlythey
really are sort of a spotted patterthefsame
strategic areas.

| think those disparate impagtsor may be
close issues as to the net positiveflisni any,
that may be derived from the mergerosBclose
issues may be resolved or mitigated |ianaged,
through appropriate value and conditjglased on

the applicant -- the application.
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And in our view, it would be prature and
improper to foreclose the possibilitypefhaps
ameliorating or resolving some of tholese issues
by looking at resolving disparate imgatirough
adjustments to certificated areas,at'shone
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possible approach. It just simply iswit intent
to make it the focus of this proceeditigyvon't
extend or protract the proceeding in\aay.

As to the Hunter Il issues, thare certain
issues governed by contract in respetttd Hunter
Il cost issues. But there are alsodsghat will
be simply impacted by virtue of the negrg

Deseret picks up and absorbs @&penses and
other costs that would be associatedaffiedted by
this merger. How those costs wouldfiected, and
in so affecting those costs how thé&glbassed on
to the ultimate consumer in rural Utahjery
appropriate for this Commission's coasation in
the context of this merger.

That's not to say that there'are
additional contract issues, which themg well may
be. But it justis simply too broadtatement to
exclude entirely those types of costsaterations

and cost impacts of the merger on tlcosés.
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Thanks.
CHAIRMAN MECHAM: Thank youMr. Dodge or
Mr. Reeder, both of you suggested areisge might
take up is the impact of the mergerestructuring.
That's been challenged. Either oneoafgan
respond.
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MR. REEDER: Let me addresaittally.
First, from the 30,000-foot view, thiarisaction is
a transaction of some potential sigaifitc
consequence. We're going to have nemagement,
we're going to have management thaifgggo come
from an arena where competition existiay, we're
going to have management that exisésin
environment maybe better, maybe notj tha
environment we exist in today.

Our job, as we see it, is tocpate where
the changes might occur and ensure ttiusmeges are
for the better, not for the worse.

Our ability to foresee what thakanges
will be and what the consequences ahtheght be,
given the enormity of the potential apanis fairly
limited. None of us have very good $igét.

So | would encourage you to kibepinquiry
as broad as you possibly can so thahighat

hopefully discover in a broad inquiryex, if there
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are issues that will adversely affectthigse
issues might be, and we can guard agies) in
this transaction in some way.

Scottish Power comes from a oetitipe
arena. And they existed in that contipetiarena,
and their behavior in that competitivera | think
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is an important question as we talk aloow path
forward.
| think we all believe that ahse point, we
may disagree about how long, but at spaiet, there
will be a change in the way electriggynarketed.
The behavior of the persons ategoing to
be in charge of this entity ought to aduet
positive benefit in the movement forwaydhat
competition, not reflect a step backteps back.
Competition exists at some Isvtetay.
Competition between the municipals yedteard about
here for a few minutes. Competitionhmitthe
municipals, competition with self-geriama.
Competition is there.
| think it's a fair inquiry thaeeds to be
a subject of consideration by the Corsiaisabout
whether or not this transaction advgra#fects
that.

| don't think anyone is goingatgue they
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ought to be compelled to divest the garan into
bundles so that we can solve the hotaanarket
power problem that exists from the comeion and
generation, nor do | think we're goiogitgue the
HHI index has increased, that the cotmagan in
the market is so increased that actigyhbto
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occur.
But we all know that FERC ismgpto put its
competitive glasses on this merger akdadhat it
can do in this merger to further contpmsii |
think that would be a fair inquiry fdmg
Commission so that after the FERC onderdon't
have to go back and look again andlsawy, are we
going to respond to FERC's aggressinepetitive
activities such as they may be in thise®?
CHAIRMAN MECHAM: Thank youMr. Dodge?
MR. DODGE: Mr. Chairman, likk to
respond. Your task in this case statytis to
look at pluses and minuses and ultijaéde the
state's public interest into account @acide
whether this is a good thing.
In doing that, the only thingtishould
disqualify an issue, if you will, isttiere's no
nexus to the merger. The burden of mayaising an

issue should be to show that the idsegre
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raising is somehow impacted by the merge

The merger affects deregulation
competition or it affects special cootsaor it
affects municipalization or any othesus. Here's
the effect, and here's why we thinkdlsean
effect.
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And you as Commissioners ouglhake into
account whether that's a negative ottigesand how
it weighs in the ultimate scheme of ¢§sin To
broadly eliminate categories | think \bhe
shunning your obligation to look atiafues in the
public interest.

Again, | think all parties shdude more
than happy to assume the obligatiorotovimce you
there is a nexus between the issuerdisy and the

merger. Then you should consider and i
whatever weight that it deserves. Thamk

CHAIRMAN MECHAM: Thank youAre there
other brief statements that any of teigs would
like to make with respect to the issues?

MR. MOQUIN: Yes. | agree lwthe nexus
analysis. And I think that if you loakat the
testimony filed by Scottish Power andiff@orp,
they have made the environment a veppmant

issue.



20

21

22

23

24

25

| wanted to make -- clarify thiaat should
be considered a core issue, if we'ragto place
the burden on non-core issues on thg pasing
them.
CHAIRMAN MECHAM: Thank you, MMoquin.
Ms. Walker?
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MS. WALKER: Scottish Poweggested that
the environmental concerns raised by #W/ Fund
were somehow covered, because statéedadl law
applies. But actually, most of the esswe raised
are directly relevant to a determinatdthe
public interest. And they're not goextrby state
and federal law, environmental laws.

Because, for example, we ar@eraging a
choice for the customer to choose gozeaffer
green power, something not governeddtg sand
federal law.

So the idea that somehow ouceors are
irrelevant, because of course PacifiG®going to
comply with the law, isn't really a vhargument
against dealing with these issues.

CHAIRMAN MECHAM: Thank youOthers? Mr.
Hunter?

MR. HUNTER: Just a brief respe. Using

the nexus analysis of what's an appaioprssue
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before the Commission, there literativld be
anything. | have no doubt that peojgleehthe
creativity to come up with many waysihnich the
merger can affect every interest thexeha common.
The parties know the Commissian grant the
Commission jurisdiction it doesn't havar
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example, the annexation of property @s)ihe
courts have determined that will be dona

different context. Bringing that infeetmerger, as

you've gotten a flavor from Mr. McNulind I, is

going to broaden the proceedings.

It's going to result in a lotteStimony,
if you potentially do it, where both pas have
different economic interests about whethr not
it's appropriate to sell utility propedand at what
price. It's a very contentious issiiewill
continue to be a contentious issue.

Scottish Power, and I'll letitredunsel
speak, has taken the position this isano
proceeding and this is not a case asdgimot a
transaction in which they're buying R&arp in
order to turn around and sell it or $fenit to
another entity. That's not the purpafdhis case.
That's not an appropriate issue befuse t

Commission.
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Mr. Crabtree started out by sgyhey had
no intention of suggesting certificatesuld
transfer as a result of this case; Highe end,
he talks about imposing as a condition,
appropriate, transfer of certificat€&nce again,
that's not an issue before this procegdi
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To the extent there are rurbébdity
issues, those are, of course, apprepisaties
before this Commission, should be dedh, and the
Commission should make a determinatibetiver or not
the proposed transaction adversely &ffisem or
not.

But once again, delving into ez or not
property should be transferred to angplblic
utility as a result of this proceedinguid turn
this into a very contentious, very lgmgceeding,
without providing any benefits.

The deregulation issue. Contipetin Utah
is going to occur in accordance with the
Legislature's desires and, potenti#iig,federal
government's desires. It's not goinigeto
determined in this proceeding. It'saoissue
worthy of the Commission's attentionhis
proceeding. And it will have no impaatthe

ultimate result of those discussions.
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The Hunter Il issues -- anddrads them
only for the purpose of making a didime. This
is not a case in which the companyesraill be
determined. This isn't a case in whinghrate
treatment of any of the merger expenskbe
determined.
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You're not going to determinehis case
how allocation will be done, you're going to
determine in this case a lot of isshes will be
reserved for a future appropriate prdoeg
Under those circumstances,atrise
relatively silly to argue that Hunterdl matter
that's resolved by contract, could bappropriate
issue in this proceeding based on rdterga
treatment of merger costs which will het
determined in this proceeding.
To the extent there will be axpact on
rates as a result of this Commissioeterchinations
about O&M allocations, that will be doatea
different time. This isn't a rate cagguldn't be
turned into one. Thank you.
CHAIRMAN MECHAM: Anything fulher?
MR. BURNETT: | wanted to taksue with
something Mr. McNulty said about redreshgdeople.

(Laughter.)
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MR. BURNETT: Anyhow, let malbw up on a
couple of things that Tim Hunter haccdssed and
were mentioned by the other parties.

First of all, on divestiture,that's
characterized as deregulation, we doimk that's
appropriate or relevant. We've stateatttsh Power
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has no plans to come in and sell offabsets of
the utility. Scottish Power wants to the
utility, is interested in its assetsd & we have
no plans to come in and divest oursebfessets of
PacifiCorp. Like selling off all the mgration
units, for example.

In regards to the Land and WE&terd, we
have had discussions with them. We w@nt we
think that those have been fruitful. Want to
reiterate, they're an important plaged these
issues are important issues for the Cission.

What we don't want to have happéo spend
a significant amount of time, hearinge;j talking
about regional haze, the risk of CO2ris),
etcetera, in the hearing.

We are good environmental stegave have a
good environmental track record, andhugk we put
forth a prima facie case that talks abou

environmental issues. We don't neciégsatend to
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spend a lot more time in our testimoisguassing
those particular issues, unless the Cissiom
desires. But we would recommend thathearing
time would be better spent doing sonnetleise.

In Mr. Richardson's testimongttive filed
last Friday, in regards -- in referetae
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deregulation or competition, basicallydays we are
prepared to contribute to the debaté Wie benefit
of our experience, and if the policynrakgecide to
open up electricity markets, we intemth¢ a
guality provider of competitive services
So we don't -- but we don't cameiith a
banner saying we must deregulate. Wie're to
contribute to that discussion if the @aission
desires, but we don't think this is fibreim to talk
about competition and deregulation. nkhgu.
CHAIRMAN MECHAM: Anything fulner?
MR. MCNULTY: | have a questihether Mr.
Burnett has standing to talk about ddheaded
issue, but I'll have to take that upghwviatm.
CHAIRMAN MECHAM: It's not asd as it
used to be.
MR. BURNETT: It's getting neagray all
the time.

(Laughter.)
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MR. BURNETT: When | startenirty this, |
was considered to be a redhead, long ago
CHAIRMAN MECHAM: Off the recd just a
minute.
(Whereupon a recess wasnak
CHAIRMAN MECHAM: Back on theecord. If
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there's nothing further, we will, as @a@nission,
meet together and make certain prelingidacisions
to give guidance. We'll keep it openwgh,
however, if the Committee has additiasgalies you
need to raise on April 2nd, we'll erdartthem.

Do we need to do anything furtines
morning?

MR. DODGE: Mr. Chairman, dasue. Is
the invitation to raise additional issuienited to
the Committee? | think the order adyusdid that,
but that isn't what | had understood Ibeeh agreed
to. I thought it was other parties wiere hiring
consultants also could identify otheugss.

MR. HUNTER: We went throudpie transcript
of the proceeding before we submitteddider, and
| apologize, | should have submitteddfeer to you
so you had a chance to look at it.

In the transcript, the purpothaving the

additional proceeding was specificalbgduse the
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Committee, as a named entity, was gtarigre a
consultant. And as a result of thagdsel some
additional time. So at least in tha$aipt, it
was limited to the Committee.

MR. DODGE: In the meeting b#uere, the
informal meeting where we set the scleedu
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specifically said, "We're hiring a coltant too, we
may have issues." | assumed that wapfdy to us.

MR. HUNTER: | apologize. ild't hear or
understand that.

CHAIRMAN MECHAM: If your consdtant comes
up with additional issues, we'll entgrtdaem. The
sooner the better, of course, so thatarebe
prepared for the 2nd.

MR. DODGE: Thank you.

CHAIRMAN MECHAM: All right.If there's
nothing further, we'll adjourn.

(Whereupon the proceedingee

adjourned at 10:50 a.m.)
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